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Foreign control of Canadian industry within Canada-United States se-ctoral or 

onal free tradre_ernent_s 

Sectorat ,or functional free trade agreements restrict trade liberalization 

to specific sectors or functional areas. Sectoral free trade has an irnPact on 

foreign ownership according to the resulting changes in international 

interdependence of each liberalised seCtoral  production  process. Functional free 

trade is trade liberalization in functionally defined areas. The consequences for 

the level of foreign ownership depend upon how the 'furictionany de - ined areas 

relate to internationalinterder•,endence of production processes.- 

5ectora.1 free trade agree:penis currentty operate wi•hin both the Canada-

United 5tates Sutornotive industry and the Canada-United  States defence 

production industry. SinCe  the:  two federal .governments are -the 501e purchasers 

defe.nce induStry output this sectors! agreement is  a special .case. The 1965. 

Canada.- United States autornotive agreement -  stimulated changes in . Éorp.Drate 

5tratesies within the .  autornotive incluStry tha.t ..cOrnprehensiyely rat,ionalj,zed 

North American production. However, this 5ectoral agreement" had vir7ually no 

impact on the level of foreign ownership. Recent sectoral free trade"diScussions 

have identdied four "priority sectors" for possible trade .  liberalization: steel 

urban mass transit - equipment, farm machinery, and traded computer services. 15  

The  potential impact of sectoral , free trade within these sectors on levels of 

foreign ownership ultimately depends on whether removal of trade barriers 

makes each sectoral production process relatively more or less internationally 

interdependenti If interdependence between American owners ,  and Canadian 


