ROYAL COMMISSION ON THE ECONOMIC UNION AND
DEVELOPMENT PROSPECTS FOR CANADA
(THE MACDONALD COMMISSION)

CONCLUSIONS AND RECOMMENDATIONS

The global environment presents Canada with enormous challenges and
opportunities. Rapid growth of imports from the developing countries, a
changing trade-policy environment and domestic pressures on our trading
partners for new protection imperil Canadian jobs. By contrast, growth and
technical progress abroad offer us new export opportunities and chances to
benefit from access to cheaper and higher-quality products than we can produce.
As Commissioners noted at the beginning of this Part, the challenge is one of
change, adaptation and adjustment; the opportunities may be unlimited. In light
of these developments, however, the choices Canadians must make are difficult.

We Commissioners have been frequently reminded, in the course of our task,
that Canada's domestic economy is largely defined by its relationship to the
wider global economic system. Canada's last Royal Commission on our
economic prospects captured this point:

Something of Canada’s essence is defined by its external relations. Much of its
economic structure can be explained only in terms of its external trade...

The ships loading lumber on Vancouver Island or aluminum ingots on the Saguenay
are reminders of how deeply our material well-being is involved in the prosperity
of other countries, even outside the boundaries of North America.

Canada's economic development, then, as well as our government's economic
development policies, are significantly affected by conditions beyond our
borders. As a relatively small, "open™ economy, Canada is particularly
vulnerable to outside influences on its trade and economic performance. In
order to foster stability and predictability in some of these external forces,
successive Canadian governments have sought to develop formal rules for
conducting relationships with our trading partners. The pursuit of this
objective has always involved an essential problem: How are we to reconcile
conflicting priorities among national objectives and the requirements of a stable
international economic system? To resolve inherent conflicts has required a
continual process of negotiation and compromise at both the domestic and the
international level. Governments have often had to adjust and put to positive use
the constant tension between the forces of economic protection and trade
liberalization.
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