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Brewing 1s alse subject to regulations which create barriers, Most
notably, provinctsl regulations require that a company muat have a
brewing estatlishzent in the prevince before ies products can be
displayed in retail stores., Out of province beers can be sold, but
only 4f a prohibitive special murtax is paid. Consequantly, regiomal
brands sre only available in the province where thaey are brewed. This
has given rise Co an ancmaloys situacion where ome regfonal brand,
Mocsehead beer of New Brunswick, has been able to capture fourth place

io the U.S. impert market {6.2%1 ahare of the import market) while
remaining unavailable in most of Canada.

Aside from the irony of such situatione, these barriers have regulred
in a fregmented industry with every province except Prince Edward
Isiland having a brevery, {and it has racently been arnounced that
F.E.1, will scon have its own brevery, to be estsblished with
assiatance from DRIE}. This 4s in sharp contrast te the atructure of
the Azerican Industry, which fa wore ¢oncentrated and which Mas been
able to achieve significant economies of scale, with the result that

in the United States avetage units of productien per emploype are three
times the Caradian average,

Governoment Procurement 85 an Internal Rarrtier te Trada

Host provinces emplay government procurement policles in order to give
preferencial treatzent ta local suppliers {as does the feaderal
govarament, within che limi:atinns imposed by the GATT Agssement of
Governpment Procurement), The basis of procurement prefersnces i
usually derived from purchasing policles and regulations. Governments
generally allow themselves wide lagtitude in defining regquirements far
suppliers; including the provision of local esployment. These
preéferences can rtake three mafin forms: '
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re= *s definitian = perforwance standards designed to
civsaely che zapabllicles of given firms.

({4) Bourse lists - wost governments maintain source lists, on which

out~gf-srovince firas may find it difficule to have the:;elvés
listed.

(111) tender evalustion = lecal suppliers may be slloved a margin of
preferance.

Thepe procurement preferances are ususlly extended to cover most
provincially owned or funded electricity, communications and
tranaportation urilities. The economic importamce of guch barriers is
Itmited by the overall size of govermment procurement of goods and
servizes, However in acme sectors and for some products, such ea
traneportation, telecommunications and mass transit equipment,
governments and thelr sgencies ave significant purchagars., As well,
one~third of che Canadfan telecompunicatione aervicag induetry is



