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and all partws they required free of duty If they met ceriain Canadian content
provisions. calculated as a proportion aof the total cost- of sales by the

manufacturer of vehicles sold in Canada whether thera were produced in Canada

or imported.

In 1962 and 1963 the government ifittoduced remission programs designed to
create an. jncentive for Canadian motor vehicle manufacturers to export
componants 33 4 Means of. inereasing output and empioyment -and of providing an
opportunity ‘for Canadian producers to gain access to larger markets which in
turmn. would enable them to lower their preduction ¢osts. The success of the
second pian -in increasing expotts of parts to the United States resulted in 2
petition under United $tates: trade laws claiming that Canadian experts were.
benefitsing from a. "bounty or grant" and that a countervailing duty should be
imposed. The subsequent investigation was never concluded as both the
Canadian and United States governments were concerned about the possibility
that an adverse ruling might sericusly damage bilateral trade relations. The
desire on both sides” to resclve this trade dispute grovided the incentive to
develop a murtuaily agreeable arrangsment covering automotive trade detween

the two countries.

During the r;\wiud of rapid growth in worid demand, barriers to automotive trade
AMONE, :he maiqr. prndu-::ing countries were progressively dismantled. By [973
when the "OPEC Shock" brodght the trade spiral to a halt the U.S. automotive
taridf had been reducad to.3 per gent, the EC axternal tariff to 10.9 per cont and

the Canadian tariff to 15 per cent, In the Tokyo Round further reductions were



