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TRADE NEGOTIATIONS STUDIES:

OOCUMENTS RELEASED UNDER THE ACCESS TO INFOERMATION ACT,
MAY 21, 1986

(See Department of External Affairs Communigué No. 398, May 21, 1986)

Ces dgeuments seront traduits et publiés dans les meois prochains.

‘A) AN INTERNAL ovERvIEW OF COMBETITIVEWESS ISSUES.

(1) Interim repart on the economic implications of a Canada/U.5.
enhanced trade agreement . (Dept. of External Affairs. Eoonomic
and Trade Analysis Division. August 23, 1935]

Based on Infcrmetrlca and Inforum models.
Accompanied by a caverlng mems an the subject
"Canada-USA: economic arnalyses™

B) TRADFE LIEBERALIZATION BETWEEW CANADA AND THE UNITED STATES: THE.
IMPLICATIONS FOR CANADIAN CONSUMERS AND CONSUMER PROTECTION
POLICIES.

{see E and J below)

¢) POSSTBLE CANADIAN DBJE&TIVES AND OBTIONS IN A CGMPREHENSI?E
TRADE AGREEMENT WiTH THE UNITED STATES.

(2) Bafedguards: possible Canadian objectives and options in
a tomprehetisive krade ‘Agreement with the United States.
{Dept. of External Affairs. Trade Pol;cE Bureau.
February 26, 1986}

D) CANADA/USA TRADE IN SERVICES.

(3.} CanaﬂanSﬂ ~- trade in services. (Dept. of External
affatrs. Services and General Trade Policy: Division.
December 4, 1985)

braft overview paper.



E} INTELLECTUAL PROPERTY IN THE CONTEXT OF BILATERAL NEGOTIATIONS.

{4} Measures relating to intellectual property. (Dept. of
Consumer and Corporate Affairs. Bureau of Policy
Co-ordination. March 12, 1%85)

"4 suggested ‘insertion tb the paper on issues
relating to .a: possible Canada/United States
Free Trade Area Treaty"

{5) Intellectual Property: in the context of bilateral
niegotiations, (Dept. of Consumer -and Corporate
Affairs. Strategic Policy Research Branch.

August 20, 1985),. :

F} THE AUTOMOTIVE _AGREEMENT IN A CANADA—UNITED STATES
COMPREHENSIVE TRADE ARRANGEMENT

(6} The Automotive agreement in a Canada-United States
ncomprehen51ve trade arrangement. (Grey, Clark, Shih
and Associates Ltd. for bept. of External hffalrs.
January, 1986}.

G PALICY HHRMONIZ&TION: IMPLICATIONS OF A CANADA-UNITED
STATES TRADE ACREEMENT

{7) Poliey hermonizatlon: implications of a Canada-
United States trade agreement. (C.D. Howe Institute
fo6r Dept. of External AfFairs. February 1986) .

H) FEDERAL AND PROVINCIAL BARRIERS TO INTERNAL TRADE

{8) Federal -and provincial barriers to internal trade.
(Dept. of Regional Industrial Expansion. Trade
Policy Directorate. August 29, 1985). '

1) INVESTMENT RESPONSES BY MULTINATIONAL ENTERPRISES TO.
THREE. CANADIAN POLICY OPTIONS FOR CANADA-UNITED STATES
TRADE

{9} Investment responses, by multinatiocrnal enterprises
.te three Canadian policy options for Canada-United
States trade. (Institute for Research on Public
Policy for Dept. of External Affairs. 1985).



J} TRADE POLICY AND THE SYSTEM OF CONTINGENCY PROTECTION IN
THE PERSPECTIVE OF COMPETITION POLICY

(10) Trade policy and the system of contingency protection
in the perspective of competition policy. (Rodney de
C. Grey for Dept. of External Affairs. February 1,
1986).

K) ECONOMIC INTEGRATION: SOME ASPECTS OF THE EUROPEAN EXPERIENCE

{ll) Economic integration -- some aspects of the European
experience. (A.W.A. Lane for Dept. of External Affairs,
October 21, 1985%).

L) ECONOMIC IMPACTS OF ENHANCED BILATERAL TRADE: NATIONAL AND
PROVINCIAL RESULTS

(12) Economic impacts of enhanced bilateral trade, national
and provincial results. (Informetrica for Dept. of
External Affairs. August 20, 1985).

Analysig: Harold Henson, Paul Jacobson,
Carl Sonnen. Author: Carl Sonnen.

Review: Michael McCracken.

M) ECONOMIC EFFECTS OF TRADE LIBERALIZATION WITH THE USA:
EVIDENCE AND QUESTIONS !

(13) Economic effects of trade liberalization with the
U.S.A.: evidence and questions. (A.R. Moroz and
Gregory J. Meredith; Institute for Research on
Public Policy for Dept. of External Affairs.
September, 1985).

[

N) IMPACT OF TRADE LIBERALIZATION ON INVESTMENT: THE
ADJUSTMENT PROCESS

(14) Effect of enhanced trade on investment: survey
evidence. (Dept. of External Affairs. October,
1985).

Includes report "Impact of trade libera-
lization on investment: the adjustment
process'.



G} UNITED STATES TRADE REMEDY LAW

(15)

United States trade remedy law. (Arnold & Porter
for Dept. of External Affairs. January, 1986).

At head of title: Canada-United States
Trade Thnitiative: resecarch papers.

P) TINSTITUTIONAL PROVISIONS AND FORM OF THE PROPOSED

CANADA-UNITED STATES TRADE AGREEMENT

{16)

Institutional provisions and form of the proposed
Canada-United States trade agreement. (Frank
Stone; Institute for Research on Public Policy.
Bpril, 1986).

"A study prepared in November 1985 for
the Dept. of Externz]l Affairs".

Q) SECTOR COMPETITIVENESS PROFILES AND SECTQR PROFILES

(17a)

{17b)

Sectoral competitiveness profiles: capital
and ifdustrial goods. {Dept. of Regiconal
Industrial Expansion. Rev. August, 1985).

Sectoral competitiveness profiles: consumer
goods, services and processing. (Dept, of
Regional Industrial Expansion. Rev. August,
1985} .

{18} Sectoral profile: &nergy products. (Dept. of
Energy, Mirnes and Resources. August, 13985},

{19) 1International competitiveness profiles: the |
fisheries sector. (Dept. of Fisheries and
Oceans, September, 1985).

{20) [Sector studies:] Effects on major farm inputs
of trade liberalization with the United States
{and other studies]. (Dept. of Agriculture.
September 5, 1985%).

R} DUNIT COST COMPARISONS FOR CANADIAN AND AMERTCAN INDUSTRIES
f2l) Unit cost comparisons for Canadian and American

industries. (Data Resources of Canada for Dept. of
External Affairs. September, 19%85.)



S) ADDITI

ONAL DOCUMENTS

{22)

(23)

(24)

(25)

Government procurement background paper. (Dept. of
External Affairs. WNovember 14, 1%985}).

Possible institutional arrangements for a Canada-
U.5. trade agreement. (Dept. of External Affairs.
September, 1985). ‘

A potential Canada/USA trade agreement: agridulturail
trade issues. {(August 14, 1985},

Science, technology and economic development: a
working paper. . (Ministry of State for Science and

Technolegy?d.

{26)

PrEparéd for the.Feﬂeral-Provin;ial'Meetinq
of Ministers Responsible for Sciénce and
Technology, Calgary, February 4-5, 1985.

Canadian trade negotiations: introduction, selected
documents, further reading. (Dept. of Externdl’
Affairs. 1986. Dist.: Dept. of Supply and Services.
Catalogue No. E74-8/1986E}.

Not included in this collected set of documents.
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‘ DEPARTMENT OF EXTERNAL AFFAIRS
MINISTERE DES AFFAIRES EXTERIEURES

prr. 98 Hﬂ:‘." 21, 1986,

HIHIS’TERS MAKE TRADE-TALK STUDIES PUBLIC

The Secretary of State for External Affairs, the Right
Hdonourable Joe Clark and the Minister for International
Trade, the Henourable James Kellether announced that
twenty-six documents relating to trade negotiations with the
United States, including over sixty sector studies, are
being made public teoday:

The release follows extensive dinterdepartmental
consultations and a thorough review of all documents
reguested by the Ministers.

The number and range of the documents released exceeds the
requirements of the Access to Information Act.

The studies may be examined, or requested in writing, at. the
Access to Information Office, first floor, Tower A,
Departm&nt of External Affairs, Lester B. Pearson Building,
125 Sussex Dr, IR order to avoid a further delay deocuments
are -being released in the original araftlng language.

A summary of the studies is available in both official
languages.

For more information:
Ian Hornby

Special Assistant - Communications
Office of the M1nlster Tor Internatlonal Trade

Canada
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Studies for the Trade Talks

The following pages provide an overview of studies prepafed or
commissioned by the .government. between August 1985 and
April 1986. These papers represent only a portion of completed
and on-going studies that the government has undertaken to
strengthen its negmratmg position in bilateral trade talks with
the United States and in multilateral negotiations through the
General Agreement on Tariffs and Trade (GATT).

Unless otherwise noted, all of the studies which are referred to
here are available for revicw in the Access 10 Information
Office, Tower A, Department of External Affairs, Lester B.
Pearson Building; 125 Sussex Drive, Ottawa.

Readers should be aware of the following:

» Some documents available to the public do not'lend theniselves
to summaries, and. thus oaly brief descriptions are provided
here.

« [n erder not to jeoparidize trade negouatmnb portions of
some documents have been "severed”, and only those parts
which are neither prejudicial fo négotiations nor contain
commercial information are-available.,

« Many studies described here are prellmmar}f drafts, and thus
lack the précision of the final versions.

» The views expressed in outside studies commisioned by the

government are those of the authors and are not necessarily
those of the Government of Canada.



AN INTERNAL OVERVIEW OF
COMPETITIVENESS ISSUES

Prepared by: ‘ Department of External Affairs
Policy Development Burean
 August 23, 1985

Severed study available.
Description

This iﬁte'ri'm téport :contains preliminary results from ihe
research program undertaken in the summer of 1985 on the
economic Impllcatmns of an enhanced trade agresment between
Canada and the United States and is based on two separate
studies, one by Infermetrica Lid, the other by the Department
using the University of Maryland's Inforum model.

Highlights
!
Informetrica ?tudy

Sevent dliernative trade liberalizalion cases were selecied for
comparison. wﬂh the base case. Case 4, assumed to be the most
Tikely, C-::-mbmecl tariff and non-tarriff barrier elimination with
a productivity i increase.

\

The results of 'thr}s case are as follows;

» Real Gross National Product is, on average, about 1,7 percent
highér per year than in the base case.

« Canada's real net exports increase.

« The Cunsumer Price Index is loewer than‘the hdqe case in every
year of the pexlod

. Empluyment galns are evidenl from the outset, re:fiectmg
in¢reases in midubtry output. By 1994, overall employment is
runiing meore than 100,000 above the base case.
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» Employment. losses are indicated 1in agrmulture and
‘manufacturing, in spite of the aggregate rise in- employment
Informetrica attributes these losses not to declining

manufacturing activity but, rather, to increased labour

" productivity.

« The exchange value of the Canadian dollar appreciates, and by
2115 it is running around 92 2/3 cents U.S.

Inforum model

« A free trade arrangment, requiring immediate removal of
tariff barriers by Canada and the U.S.A. with no adjustment
or phase-in, would result in some short-term economic
damage to the. country or econemic hardships to some people.
Under this trading arrangement, Canada would have a net job
loss -of around 131,000. New manpower or industrial
adjustment pmgrams wuuld be necessary to buffer the impact
of jobichanges in some indsutries or'communities.

« There seems to be large potential, at least in-our manufacturing
sector, for reaping benefits from scale economies thmugh
expanding markets in the U.5.A, and thus, for improving:
employment prospects in the c.-::-unl:fy. However, these
benefits will be realized over a longer-period.

Trade leerahzatmn Between Canada and the United
States:
The Iniplications for Canadian Consumers and
Consumer Protection Policies

Prepared by:  Department of Coﬁsumer and
‘ Corporate Affairs

Severgd siu,d}f available,
Highlights

The review of Canadian studies on the effects of trade
liberalization from the viewpoint of the consumer's interest
revealed that estimates. of net benefits- -tange from between very
little to: about nine percent of G.N.P, _but never negative. The



uniformity of the conclusions of the studies reviewed provided
very strong support for the conclusion that freer trade between
Canada, and the United States would serve the interests of
Canadians, part:lcularly Canadians as consumers.

leferences 1n standards commonly intended to serve the
interests of consumers can act as a nontariff barrier to trade.
Whilé there are cases where such differétices can be clearly
justified, there :are many others in which this may not be true.
Consequently, the report recommended that this issae should be
-subject to closer scruitiny.

POSSIBLE CANADIAN OBJECTIVES AND
OPTIONS IN A COMPREHENSIVE TRADE
AGREEMENT WITH THE UNITED STATES

I ﬂ
Prepared by ¢+ Department of External Affairs
' Trade Policy Bureau
26 February, 1986

|

Severed study available

Description:

|
This paper cans}mered the manner in which safeguards might be
dealt with in the context of the negntlatmn of a compréhensive
trade agreement with the United States. "Safeguards” refers to
EMETZENCY action against imperts of particular products, which,
while neither dimped nor subsized, nor unfairly traded in any

a T
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other manner, are deemed to be causing serious injury to
domestlc producers.

CANADA/USA TRADE IN SERVICE

Prepared by:  Department. of External Affairs
Services and General Trade Policy
Division o '
December 4, 1985

Severed study available
Overview

When the Prime Minister of Canada met with the President of
the United States in Quebec City in March 1985 they agreed onia
Work Plan on Trade, a number of elements of which would
facilitate and enhan-::e trade in services.

The Canadian-and U.S. economies both have an overwhelming
precentage of gross domestic product accounted for by services.
(in 1983, approximately 63% in Canada).

In 1984, trade in services between Canada and the United States.
amounted to approximately $20 billion.. Of the $141 billion
generated in Canada by tradeable services exports in 1984 some
59% is estimated as exports to the U.S. Of Canada's 1984
tradeable services imports-of $19.2 billion, 61% is estimated as.
imports from the U.S. Canadian business service exports to the
U.S. were $2,400 million id 1984,



INTELLECT UAL PROPERTY IN THE CONTEXT OF
B%LATERAL NEGOTIATIONS

Prepared by:  Department of Consumer
| and Corporate
| Affairs
Stratégic Policy Research Branch
August 20, 1985

Severed study available
I

Description

This paper pmvlded background information and preliminary
assessments regardmg intellectual property issues which aré
relevant. to the upcoming Canada/U.S. bilateral trade
neggotiations.

Conclusions

Stronger intellectual property protection in Canada will got

necessarily fesult in'changes. in the pattern of Canada/U.S. trade’

‘but it will ensﬂre: that some remuneration flows. to the rights
holders, most of whom resids in the U.S.

The- Amencans will likely wish to raise a number of intellectual

pmpe:rty issues in the initial phase of bilateral iégotiations. The

only issue from the Canadian side would be $.337 of the U.S.
Trade and Tariff Act of 1974 although the effect of this.section
on Canadian economiic interests.is arguably small.

Should the ttade. talks proceed to. encompass more.

comprehensive integration of the twe economies, intellectual
property would have to beeliminated as a potentlal trade barrier
bétween the two countries along the Eiirapean lines.

L
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THE AUTOMOTIVE AGREEMENT IN A CANADA-
UNITED STATES COMPREHENSIVE TRADE
ARRANGEMENT

Prepared by: Grey, Clark, Shih and Associates
Limited
November 6, 1985

Severed study available
Description

This paper examined the options to the future of the Automotive
Agreement, likely United States attitudes and internationsl
implications as well as curtent international trade and industnal
developments in the automobile industry.

Highlights

‘Substantial structural changes in the production techniques
eniployed By the North American automobile companies will
occur as they adjust to new competition which will determine
production, location of vehicle assembly and parts plants and
employment levels.

The Nerth American automobile companies. will experience a
declining share of the automobile market which will bring
further pressure on decisions relating to the shared production
objectives.of the Automotive Agreement.

POLICY HARMONIZATION: IMPLICATIONS OF A
CANADA-UNITED STATES TRADE AGREEMENT

Prepared by: C.I). Howe Institute
February,1986

Complete study available
Highlights
A tradé agreement would leave the bulk of the pressures for

Canada to harmonize its domestic economic policies with those
of .thie United States more or less unchanged. Political and
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|

|
cultural sovercignty and enlightened social programs are
unlikely to be seriously affected -- although some specific

‘cultural support may be subject to review,

Added.pressurés to harmonize policies could be expected in

intellectual property regimes, in agriculture, and in cerfain
areas of cultural and commercial policies promoting Canada's
cultural 1dent1ty and autonomiy.

The. mounting pressur’eﬁs i1 the United States to use duties to
penalize perceived Canadian subsidies to such goods as-softwood
Iumber could be halted; pressures to prevent Canada from using
regmna] subsidies as instruments of social policy could
diminish; pressures on cultural policy could stop if Canada were
able to negotiate an acceptable approach,

FEDERAL AND PROVINCIAL BARRIERS TO
INTERNAL TRADE
|
Prepared by: Department of Regional Indusirial
' Expansion _
Trade Palicy Directorate
August 29, 1985

Study Available from DRIE

Description

|
This paper examined. selected internal barriers to trade in the
‘context of possible future international trade negotiations. This
paper did not provide an exhaustive inventory of such barriers,
nor did it.attempt to pass judgement on their legitimacy.

Highlights ’
There is a wide range of areas where internal barriers exist:
labour mebility, government procurement, and industrial
programs. This paper listed and examined a limited number of
such areas more directly relevant to trade negotiations:

- liquor regulation,
- government procurement,
I O




- agricultural policies,
- transportation regulation,
- subsidies.

Canada's domestic. preparations for international trade
negatiations must includeé 2 discussion of barriers to internal
trade as they affect international trade, the willingness of the
provinces to reduce such barriers and ways of arriving at a
commitment that will satisfy the provinces as well as Canada's
trading -partners and be sufficiently binding to ensure
compliance.

INVESTMENT RESPONSES BY MULTINATIONAL
| ~ ENTERPRISES
TO THREE CANADIAN POLICY OPTIONS
FOR CANADA-UNITED STATES TRADE

Prepared by:  Derek Chisholm
: Institute For Research on Public
Policy

Avagilable from IRPP
Description

This study examined probable changes in foreign direct
invéstment within Canada by multinational enterprises (MNES).
The examination sought answers-to three questions about MNE
responses to reductions in trade barriers. First, will the level of
foreign control over domestic industries change significantly?
Second, will formgn-owned firms change their Canadian
strategy?  Third, what is the 1mpact on our trade with the
United States of various economic determinants and policy
determinants that are independent of foreign direct investment?

Highlights

The level of foreign contrel over domestic industriés could
inttially diminish durmg the medium termn after trade barriers
are reduced, but over a longer horizon techmcally advanced
foreign investment and fofeign contrel could increase:



The form of foreign control could alter as MNEs respond to
reduced trade barriers with corporate strategies that integrate
Canadian subsidiaries by rationalization or world product
mandates.

Taxation is probably the most. important pohcy influence on our
trade patterns. Labour costs are the major determinant of both
our trade- pattcn}s and foreign investment flows,

|
TRADE POLICY AND THE SYSTEM

OF CONTINGENCY PROTECTION IN THE
PERSPECTIVE OF COMPETITION POLICY

Prepared by | Rodney de C. Grey
" February 1, 1986

To he pubhshed by the Department. 6f Consumer and

Corporatate Affairs.
Description

\
This paper canmderﬂd a range of trade policy measures applied
in the U.S., Canada and the EEC in relation to competition
policy and the ¢xtent of contradictions between the two policy
objectives. [

|

Highlights

The paper proposed. a considerable tightening-up of the
contingency protection system because it was seen as prmudmg
more Testrictive action than the economies of importing
countries, and their political systems, could afford.



ECONOMIC INTEGRATIOCN SOME ASPECTS OF
THE
EUROPEAN EXPERIENCE

Prepared by: AW.A. Lane

October 21, 1985
Complete Study Available
Description

The. paper iooked at some of the features of the movement
towards -economic integration in Eurcpe. It concluded with
somé comments on the implications of a comprehensive trade
agreement with the United States.

Highlights

There are some useful lessons to be leamned from the European
gxperience!

« Permanent dismantling of tariffs and NTBs can provide a
stimulus to industrial restructuring which increases efficiency
and competitiveness:

« Where there is integration between highly developed countries
which have a broad range of secondary industries, intra-
uldu stry specialization tends to predommatc

» The way in which state aids are treated in a Canada-U.S,
trading arrangement could have an important bearing. on its
regiopal impact. The Rome Treaty took a particularly
tolerant attitude towards measures of this kind.



ECONOMIC IMPACTS OF ENHANCED BILATERAL
TRADE
NATIDNAL AND PROVINCIAL RESULTS

Prepared by:  Informetrica
- August 20, 1985

Complete Study Available.
Description

This study assessed the: impact of removing both Canadian and
American tariff and ‘non-tariff barriers (NTB) staged over
1988-1992, with varying assumptions.

Highlights

The results suggested there would be positive effects on real
Gross National Prodiict from zll dimensions of trade
enhancement. The effect of a'reduction of non-tariff bamiers is
comparatwely large prowdmg notable benefifs to Canadian
eConomic. actwlty through to the mid-1990s,.

Increased industry output is reflected in employment gains at.the
outset. By 1994, aggregate employment. would increase by
more than 100, DOU this level being sustained throughout most
of that decade.

The study showed that the economies of all provinces would
gain from -fully enhanced trade with the U.S., The Atlantic
prﬂvmces Ontario and Manitoba would enjoy the largest
incteases in economic output.

f
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~ ECONOMIC EFFECTS OF TRADE
LIBERALIZATION WITH THE USA: EVIDENCE
AND QUESTIONS

Prepared by:  Moroz and Meredith
Institute for Research om Public

Policy
September 1985

Complete Study Available from IRPP
Description

The paper evaluated freer trade with the United States, in the
form of a functional, sectoral or comprehensive arrangement in
the context of existing economic literature,

Highlights

The main conclusion in this paper suggested that bilateral trade
liberalization could be expected to provide large, long-run
economic benefits to Canada. It could also be expected to lead to
a more efficient and flexible microecenomic structure which, n
turn, could significantly improve the performance of the
Canadian macro-economy and its ability to ¢reate more, and
bétter, job oppormunities.

Bilateral trade liberalization would invelve. significant
structural changes in the economy. While these structural
acljustments are a major source of the large potential long-term
net economic benefils, the adjustment process could entail
significant transitional costs.

These costs would include labour adjustment Cos{s as workers
move from one industry to ancther. There could also be various
factors which would affect the adjustment process, adjustment
costs, and the ability and speed by which ‘the long-ternI
economic benefits are reatized. Nevertheless, it would appear
that the bilateral trade liberalization ﬁptmn would provide the
cﬂndltmns and the environment for a healthier and sounder
Canadian economy.



IMPACT‘ OF TRADE LIBERALIZATION ON
 INVESTMENT:
The Adjustment Process

Prepared by:  Department of External Affairs
Complete study available

Description |
This paper, and a companion plE:CE: on survey evidence,
estimated the nature of changes in investment patterns. by
refering to studies on thie nature of the adjnstment process and to
surveys dealing with investment decisions at the individual firm
level.

Highlights

National adjustments within the Evropean Community after the.

1958 Treaty of Rome were so much lower than expected that it
was decided in 1960 to accelerate tariff reductmns from 10% to
20% pet yeaf and to eliminate all quétas by 1961,

A major empirical analysis of Canadian industry reaction to the
most recent tariff cuts under the GATT shows none of the
effects predicted by the "deindustrialization” argument, Both
Canadian 1mports and experts mcrezased and no industry
experienced. major declines.
\ i .

Surveys eonducted by the Conference, Board of Canada and the
Department found that the majority of firms surveyed did not
consider trade barriers as a governing factor on future
investment decisions.



UNITED STATES TRADE REMEDY LAW

Prepared by: Arnold & Porter
January, 1986

Severed study available
Description

This memorandum discussed the political and legal feasibility in
the United States of various proposals which Canada might make
in the trade talks to modify the way U.S. iniport relief laws are
applied to Canadian exports.

Highlights

Although elements of a Canada-U.8, trade agreement may be
generally welcomed, individual provisions that are perceived as
weakening the U.S. import relief laws are likely to generate
considerable CONtroversy.

To preceed under the fast-track procedure, the Administration
ig required to keep. the relevant congressional committees
closely informed on the progress of the negotlatmns In
practice, the fast-track procedure gives Congress a continuing
and pérsuasivé influence over the U.S. negotiators.that permits
it to-significantly 11n:11t their discretion,



INSTITUTIONAL PROVISIONS AND FORM OF THE
PROPOSED CANADA-UNITED STATES
. TRADE AGREEMENT

Preparcd by: ‘ Frank Stone

"~ Institute for Research on Public
Policy ,
April 1986

Study available from IRPP
Description \

The study addressed two institutional and legal issues: new
institutional arrangements created under the-agreement and the
nature and f-::-rm of the bilateral agreément.

Highlights

The agreement should provide for a Ministerial-level commitiee
to kelp ensure cooperation between the two govemmcnts in its
implementation, 111terpretmg its provisions and improving it in
the light of changing circomstances.

The pmpnsed Joint Trade Commission would be designed to
operaie In a caollegial manner to assist the two countries in
1mplemcntlng the new agreement, and to assist. generally in the
management, of the bilateral trade relationship.
|
« The. Commission should be ‘authorized to establish a Joint
Advisory Board drawn from the two federal governments,
provincial and state governments and the private sectors.

« The. Commissmn should be authorized to establish Joint
Dispute Panels to help resolve particitlar bilateral disputes.

« The Commission should be authorized to establish a Joint
Injur}f Panel, drawn from the Canadian Import Tribunal and
the United States Intermational Trade Commission, to
investigate and report on injury to domestic producers.
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SECTOR COMPETITIVENESS PROFILES
AND SECTOR PROFILES

‘Prepared by Department of Regional Industrial

Expansion

Energy, Mines and Resources Canada
Department of Fisheriés and QOceans:
Department of Agriculture

Description.

Draft studies on ovér 40 economic Sectors were prepared by

desk officers in these departments for consultation with industry
and the provmces The.comments from the provinces and other
necessary fevisions oOr additions are curreatly being
incorporated into new drafts.

UNIT COST COMPARISONS FOR CANADIAN AND
AMERICAN INDUSTRIES

Prepared by: Data Resources of Canada

September 1985
Description
The study compiled Canad:an and American ecﬂnomm and

industrial statistics, and compared total unit costs, both in
nominal dollars and in térms of éxchange-rate adjusted dollars,

and labour productivity.

Highlights

The depreciation of the Canadian dollar relative-to the U.S.
dollar after 1976 has provided a significant advantage to
domestic producers, making most industries more cost
cumpetltwe than their U.S. counterparts in [984. This cost
advantage is a récenit developmant; few industries have enjoyed
a consistent cost ‘advanfage for many years,



Where industries show a cost advantage, it is more often rejated
to lower material costs than to labour costs, Many indistries
‘show high and rising labour costs relative to U.S. industries.
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PUBLICATION D'ETUDES TRAITANT DES POURPARLERS
SUR- LE COMMERCE

Le aecretalre ‘d’ Etat anx Affaires extérieures, le Trés
honorable Joe Clark, et le ministre du Commerce extérieur,
1'honodrable James Kelleher, ont annence gue 26 documents
traitant des nEgoclatLons avaec les Etats-Unis sur le
commerce, et comprenant plus de soixarnte dtudes sur dgs
sacteurs particuliers, seront randus publlcs aujaurd "nul.

Leéur parutlon fait suite & de nombreuses consultations
interministérielles ainsi gu'd une étude approfondie de tous.
les documents, effectuées a la demande des Ministres.

Le nombre et la teneur des documenis publiés dépassent les
exigences de la Loi gur 1l'accéds & l'ianformation.

Les &tudes peuvent etre consultées ou obtenues en écrivant
au Bureau de 1'accés 3 1'information, 1€ &tage, tour A,
l ministdre des Affaires extérieures, Edifice Lester B.
Pearson, 125, promenade SBussex. Pour ne pas impaoser de
délai supplémentalre, les documents paraltront dans leur
I langue originale. On peut en obtenir un résumé ‘dans les
deux langues officielles.

Pour plus d'information, s'adresser a:

Ian Hornby
Ad9oint spégial - Communications
Bureau du ministre du Cofwnerce extérieur

(613) 992-7332

Canadi
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ETUDES PREPARATOIRES AUX
POURPARLERS SUR LE COMMERCE
EXTERIEUR

Les pages suivantes donnent un apercu des études rédigées par le

gouvernement ou pour son compte entre. aoit 1985 et avril

1986. Ces documents. représentent seulement une fraction des
éludes terminées ou en cours que le gouverngment a entteprises
ou comimandées dans le but de raffermir sa position dans les
pourparlers sur le commerce bilatéral avec les Etats-Unis et

dans les ‘négociations mmltilatérales dans le cadre du GATT

{Accord général sur les tarlfs douaniers et le commerce),

A moins d'indication contraire, les études mentionnées ics sont
destinées au Bureau de I'accés a I'information, ler étage, tour A,
mitistere des Affaires extérieures, Edifice Lester B. Pearson,
125, promenade Sussex, Oltawa,

Le lecteur doit &tie conscient.des faits suivants;

» Certains documents 4 la disposition du public:ne.se prétent pas
A la rédaction d'un résumé;. par couséquent, une breve:
description seulement est fournie dans leur cas.

» .Afin de ne pas compromettre les négociations commerciales,
des parties de certaing documents ont été retranchées; par
conséquent,. seulement. les parties qui ne sont pas
préjudiciables aux negocmtmns ¢t ne ‘contignnent pas de
renseignements commerciaux sont disponibles.

» Plusieurs des études déerites ici sont des versions provisoires;
elles n'ont dotic pas.la'précision des versions finales.

+ Les vues expritées dans les études donnees & contrat par le
gouvernment sont celles de leurs autgurs et ne corfespondent pas
nécessairement i célles du gouvermement du Canada.



APERCU INTERNE DES QUESTIONS DE
CONCURRENCE

Auitéur: ~ Ministére des. Affaires extérieures
' Direction générale du développement
de la politique
| fe 23 aoiit 1985
. . | . .
Etude fractionnée disponible
|
Description

Le rapport proviscire contient des résultats- préliminaires du
programme de-recherche entrepris pendmt I'été 1985 sur les

répercussions économiques dun accord commetcial amélioré

entre. te Canada et les Etats-Unis et repose sur deux études
distinctes effecl:uecs 'une par Infornietrica Litd. et 'autre par le
Ministere, lequel a utilisé le modgle Inforum de Tuniversité du
‘Maryland.

Points saillants’

Ktude ;Effettui’ae par informetrica

Sépt:modeles de libéralisation dv commerce ont été choisis ades
fins de comparaison avec le modele de base. Le modéie no. 4,
qui paraissait le plus probable, supposalt #la fois la suppression
‘dés obstacles. non tarifaires aussi bien que tarifairés et une
augmentation de la productivité.

Les _re:j_sultats de, ce madele 'san les suivants:

» Le prodmt natloual biut réel dépasse, ‘en moyenne, de 1,7%
par année celui qui résulterait du medéle. de base.

= Augmentation nette des exportations réelles du Canada.

» Llindice des prix a la consommiation est plus faible que dans le
modele de base pour-chacune des années de la période.

= Dies.augmentations du nombre d'emplois sont évidentes dés Ie
. départ, ce qui refléte’ des accroissements de la production

L3
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industrielle. En 1994, le niveau global des effectifs
dépasserait de 100,000 celui prévu pour le modele de base.

s Des pertes d'émplois ‘sont prévues dans les .secteurs de
l'agriculture et de la fabrication, malgré la montée glnbale du
nombre d'emplois. Informetrica attnbue ces pertes non pas
au ‘ralentissement de l'activité manufacturiére, mais 4.
l'accroissement de la productivitée de la main-d'oenvre.

* La valeur relative 'du dollar canadien augmentera et -sera.
d'environ 92 2/3 cents US en2115.

Modele Inforum

Un arrangerment prévoyant le libre-échange qui exigerait la
suppression immédiate des obstacles tarifaires. par le Canada et
les Etats-Unis, sans période d'adaptation ni mise en place

pl’(}gl’BS‘SlVE E:IltI'EllﬂE:l'Ellt AOTLE CEI’t&LﬂE dEtEI’lUI’ﬂtlDH ECDHDIHIC[HB

a court terme pour le pays ou des difficultés économiques pour
certaines personnes. En vertu d'un tel arrangement
commereial, le Canada subirait une perte, nette d'environ
131,000 emplms. De nouveaux programnrnes d'adaptation de la
main-d'oeyvie ou de l'industrie seraient nécessaires pour
atténuer les répercussions des changements d'emplois dans
certainés industries et'collectivités,

Tl semble que des possibilités considérables de bénéficier des

économiss d'échelle découlant de I'expansion des marchés aux
Etats- Unis se presentemnt au’ moins. pour le secteur
manufacturier, &t ‘que les possibilités d'emploi au pays

g'amélioreront. Toutefols, ces avantages ne se révéleront qu' 4

longue.
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Libhéralisation du commerce entre
le Canada et les Etats-Unis:
Repercussmns sur les consominateurs canadiens et les
politiques de. protection des consormmateurs

Auteur: Mmlstere des Consommations et des
Corporations

Etude fragmentée disponible
!
Résumé et conclusions

1
L'examen des études-canadiennes effectuées sur les effets de Ia
libéralisation du. commerce, ‘du -point de vue des
consommateurs, a révélé que:les estimations des avantages nets
se situent entre presque rien et 9% du PNB et.qu'elles ne sont
]HIIIEHS né gatwas La concordance des conclusions des études
examinées appme tres fortement la conclusion selon laguelle 1a
libéralisation du commeice entre. le. Canada et les Etats-Unis
serait proﬁtable aux Canadiens, particulidrement a titre de
consommateurs.

Les différences,dans les normes qui ont genéralement pour oblet
de servir les intéréts des consommateurs peuvent constituer des
obstacles non tarifaires au commerce extérieur. Bien qu'il
gxiste des cas’ -::u de telles différences sont nettement justifiées,
elles ne-le sont | pa*; -dans heaucc:-up d'autrés. Enconséquence, le
rappdtt recommande que cette guestion fasse I'objet d'un
examen plus appmfﬂndl



OBJECTIFS ET OPTIONS POSSIBLES POUR LE
CANADA DANS UN ACCORD COMMERCIAL
GLOBAL AVEC LES ETATS UNIS

Auteur: Ministere des Affaires extéricures
Direction générale du développement
de la politique
le 26 février 1986

Description

Dans ce document, on examinait la manidre dont. les mesures de
sauvegarde pourraient &tre traitées dans Ie contexte de la

negociation d'un accord comercial global avec les Etats-Unis.

Les mesures de sauvegarde sont des mesures d'urgence contre
les importations de. produits particuliers qui, sans étre sous-

¢valuées ni subventionnées, ni faire l'objet d'aucune autre
pratique déloyale, sont considérées comme causant un préjudice

grave: aux producieurs nationaix.

COMMERCE DE SERVICES ENTRE LE CANADA
. ET LES ETATS-UNIS

Auteur: Ministére des Affairs extérieures
Direction des services et de la
pelitigue . commerciale

Etude fragmentée disponible.
Apergn

Lorsque le Premier ministre du Canada a rencontré le Président
des Etats-Unis 2 Québec en mars 1985, ils-onf conivenn d'un plan
de travail relatif ain commerce, dont un certain nombre
d'éléments ont pour nbjet de famhtcr et d'améliorer le
commerce des sefvices. Les services représentent. un
pouircentage élevé du produit.national brut tant du Canadz que
des Etats-Unis (envm:rn 63% au Canada en 1983).

En 1984, le comerce de services entre le Canada et les Etats-
Unis-a été de l'ordie de 20 milliards de dollars. Sur les 14,1
niilliards produits au Canada en 1984 par-des exportations dé



service, on estime que 59% proviennent d'exportations vers les
Etats-Unis. Sur les importations canadiennes de 19,2 milliards
de doilars de services en 1984, on estime que 61% provenaient
des Etats-Unis. Les exportations de services aux Etats-Unis par
le secteur prwe se sont chiffrées 3 2,400 millions de dollars-en
1984.

QUESTIOWS DE PROPRIETE INTELLECTUELLE
DANS xLE CADRE DES NEGOCTATIONS
BILATERALES

Auteur: | Consemmation et Corporations
Canada . Direction de Ja recherche stratégique
Ie, 20 adut 1985

Description

Ce document lfoumissait des données de base ainsi que des
évaluations prehmmalres a propos des‘questions de propriété
intellectuelle qui sont pertmantas pour les négociations
commerciales b;laterales canado-américaines.

|
Conclusions

[
Une pmtectmn plus ferme de la prnprlétc intellectuelle au
Canada n entramcra pas fhiécessairement de changcments dans le
modzle des echangcs commerciaux canade-américaing, mais elle
assurera une certaine rémunération aux titulaires de droits
d'auteur, dont 12 plupart résident aux Etats-Unis.

Les Amérlcams voudront probablement soulever un certain
nombre de questmns de propriété intellectuelle au début des
négociations bilatérales. Du. c0Oté canadien, la seule question
concernera lartu:le 337 du-tarif américain d& 1974 (U.S. Trade
and Tarifl Act) bien qgue L'on puisse prétendre que les effets de

cet article sur les intéréts économigques canadiens sont.plutdt

limités. |

Si les pourparlers sur le- commerce devaient porler sur une

intégration plus poussée des deux économies, il faudrait

éliminer la question de la propriété intellectuelle comme

¢



obsticle commercial éventuel entre les deux pays, en s'inspitant
des politiques enropéennes.

LE PACTE DE L'AUTOMOBILE DANS UN ACCORD

COMMERCIAL GLOBAL ENTRE LE CANADA ET
LES ETATS-UNIS

Auteur: Grey, Clark, Shibh and Associates,

Linzited ,
Ie 6 november 1985

Description

Dans ce documernt, les auteurs examinent les options pour
l'avenii du. Pacte de I'automochile, les attitudes prubables dés.
ELats-Umq de méme que les répercussions internationales ainsi
que des faits nouveaux dans le domaine de l'industrie automobile
gqui influent sur le commerce international ¢t 'ensemble de
l'industrie.

Conclusions

Des modifications structurelles importantes des techniques de
production utilisées par les sociétés nord-américaines de
lindustrie automobilé se produiront & mesuze que Ces SOCIELES
s'adapteront 4 la nouvelle forme de concurrence qui
déterminera la production, I'emplacement des usines de
fiiontage et de pitces de véhicules ainsi que les niveaux d'emploi,

La pai"t du 'marché de 'automobile déienue par les sociétés nord-
américaines sg contractera, ¢¢ qui entrainera des pressions
accrues sur les décisions relatives aux objectifs de production
partagée contehus dans le Pacte de 'antomobile.



'HARMONISATION DES POLITIQUES -
REPERCUSSIONS D'UN ACCORD COMMERCIAL

CANADO-AMERICAIN

Auteur: Institut C.D. Howe

i février 1986

Po:ints Sail_!axnxts

Un accord commercial ne ¢hangerait pas beaucoup les pressions
exercées pour que le Canada harmonise ses politiques
-économiques intérieures avec celles des Etats-Unis. Il est peu
prebable que Ia\ scuveraineté politique et culturelle ainsi que les
programmes mmaux éclairés soient séricusement touchés - mais
il se peut que cert'unes politiques dappul A la culture soient
révisées. ‘

On peut s'attendre 3 des pressions accrues efi faveur de
I'hartnonisation des politiques pour ce gui est des régimes de
pmpnete intellectuelle, de l'agriculture et de certains domaines
de la po mque culturcllé ¢t commerciale. Les Canadiens
peuvent esperer conserver les politiques essentielles de
promotion de %1,de11t1tc et de l'autonomie culturelles de leur

pa}f&

Les pressions croissantes que s'excrcent aux Etats-Unis en
faveur de I'imposition de droits de douane comme pénalités
pour ce qui est pergu comme des subventions canadiennes pour
des marchandlscs telles que le bois de construetion résinenx
pourraient, &tre arrétées; les pressions visant 3 empecher le
Canada d'utiliser des subventions régionales comme instruriiénts
de ses politiques sociales pourratent diminuer; les pressions qul
s'exercent sur la pﬂllthIJB culturelle pourraient cesser si le
Canada parvﬂn?lt A négocier ung approche acceptable.

|
)
|
I
|




INVESTISSEMENTS PAR DES MULTINATIONALES

EN REPONSE A TROIS OPTIONS POLITIQUES
CANADIENNES )
POUR LE COMMERCE CANADO-AMERICAIN

Auteur: Derek Chishielm

Institut de recherches politiques
Pent é.tr‘e obtenu -de 1'Institut.
Description

Dans cette étude, l'auteur a examiné les changements qui

surviendront probablement dans les investissements etrangers

directs au Canada par les multinationales en réaction  trois
options distinctes concernant la.politique commerciale bilatérale
du Canada avec les Etats-Unis. 1 a cherché 4 répondre 2 trois
questions, Premi¢rement, le niveau de contréle ctranger sur les
industries cahadiennes changera-t-il de maniere senszblc“’
Deuxitment; les entreprises appartenant 4 des Etlaﬂﬂerb_
modifieront-elles lenr stmtcgle pour leurs activités au Canada?
Troisi¢ment, quelles Sont les répercussions sur notre commerce.
avec les Etats-Unis des différents déterminants economlques et
politiques qui sont indépendarits des investissemeiits étrangers
directs?

Conclusions

Le niveau de contrdle étranger sur les industries canadiennes:
pourrait d'abord diminuer 2 moyen terme lorsque les obstacles
commeruaux auraient été réduits, mais les Investissements
étrangers et le contrdle ‘étranger pom"ralent augmienter & long
terme dans les domaines techniquement avance.

La forme du contréle étranger pourrait changer a mesure que,

les multinationales réagitaient-a la diminution des obstacles
tarifaires par des stratégies qui 1ntégrcra1e:nt les filiales.
canadiennes grice a la rationalisation ou & des mandats
concernant la pmductmn mondiale.



Le systeme fiscal est probablement l'influence politigne la plus
importante sur fios habitudes commerciales. Les'frais de main-
d'oenvre sont l¢ déterminant majeur & la fois de nos habitudes
cnmmercmles etdes flux d'investissements étrangers.

POLITIQUE COMMERCIALE ET SYSTEME
DE PROTECTION EXCEPTIONNELLE DANS
| L'EVENTUALITE _

D'UNE POLITIQUE SUR LA CONCURRENCE

|
Rédacteur: ‘Rodney de C. Grey
le ler féyrier 1986

Document qué publiera le ministére de la
Coensomination et des Corporations,

Description '

Le document traite d'un certain nombre de mesures de politique-

commerciale apphquﬂes aunx Ftats-Unis, au Canada et dans le

CEE en rappﬂrt avec une politique sur la CONCUITence ainsi que.
de I'ampleur dgs contradictions. entre. les Ubjectifs des deux

politiques. |

f
Résumé

Le document propose un r¢sserrement considérable du systeme

de protection ﬂxceplmnnelle parce quil a 6té pergu. comme,
fournissant un mecamsme pout des mesures plus restrictives que:

les économies des pays impertateurs et leurs systémes politiques
‘e peuvent SUpporter.
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INTEGRATION ECONOMIQUE. - CERTAINS
| ~_ ASPECTS -
DE L'EXPERIENCE EUROPEENNE

Auteur: AW.A. Lane
' le 21 octobre 1985

Ktude compléte disponible.

‘Description

L'auteur de document examine certaines des caractéristiques .tlu
mouvement vers lintégration économicue en Europe. Il
concluf par quelgues commentairés sir ses répercussions pour
I'examen d'un accord commercial global éventuel avec les
EtﬂtS"UﬂiS

Points saillants

Nous pouvons tirer quelques. le¢ons de I'expérience européenne:

-+ La suppressien permanente des tarifs et des obstacles non

‘tarifajres peut fournir un stimulant a la restructuration
industrielle, laguelle améliorera I'efficience et Ia
compétitivite.

» Lersqu'il y a intégration entre pays. fortement. inidustrialisés.
qui ont un vaste éventail d'industries secondaires, la
spécialisation a l'intérieur des industries tend 3 dominer,

« La facon dont T'aide publique sera été traitée dans. un
arrangement commeicial canado-américain pourrait -avoir
une influence importante sur ses répercussions régionales.
Lgs signataires du Traité de Rome se. sont. montrés
particulizrement tolérants a I'égard des mesures de ce. genre.



REPERCUSSIONS ECDNOMIQUES D'UN
COMMERCE BILATERAL AMELIORE:
RESULTATS NATIONAUX ET PROVINCIAUX

r 4 .
Auteur: - Informetrica

. le-20 aoht 1985
. |

Etude compléte disponible,
Description

Ce document ﬂ‘;t une evalmtlon a paﬂir de diverses hypothéses,
des conséquences gu'aurait la suppression, échelonmée de 1988 &
1992, des obstacles tarifaires et non tarifaires tant canadiens
qu'américains.
|
Apercu des résuit‘ants

Les résultats pn:vus seraient positifs. p{mr le. produit hational
brut, quel que soit I'aspect envisagé du renforcement du
commerce. Les:efféets d'une réduction des cbstacles. non

tarifaires seralenl: passab]emﬂnt importants. et profiteraient de.

maniére SEﬂSlbLﬁ 4 l'activité économique canadienne jusque vers
le milieu des années 90.

La production industrielle accrue se refiéterait dis le début dans
les augmentations du nombre d'emplois. D'ici 1994, le nombre
total d emplois aurait augmenté de plus de 100 000, et le nivean
$e maintiendrai. pendant Ta plus grande partié de 1a décennie.

L'étude démoﬁtre que économie de toutes les provinces
biénéficierait d'échanges commerciaux intensifiés au maximum
avec les Btats-Unis, Les provinees de I'Atlantique, I'Ontario et
1e Manitoba sont- fes prevmces qui_ _]Dmmlenl: des plus fortes
‘dugrhentations du rendement économique.



'CONSEQUENCES ECONOMIQUES DE LA
LIBERALISATION COMMERCE AVEC LES ETATS-
UNIS -- INDICES ET QUESTIONS

Autenrs: Moroz and Meredith _
Institut de recherches politiques

L'étude compléte peut éfre obtenue de 1'Institui.

Des cr‘iptiﬂn

Le document présenite une évaluation d'un commerce plus libre
avec les Etats-Unis, sous forme d'arrangment fonctionnel,
sectoriel ou global, 2 partir de la documentation existante sur
I'éconcmie.

Conclusions

La, principale conclusion qui ressort. du document est que l'on
peut s'attendre que la libéralisation du commerce bilatéral
produisé des avantages €économiques considérables et de longue
durée-pour le Canada. On peut également s'attendre qu'elle
meénera 4 une structuré micro-économique plus efficiente et plus
souple’qui, & son tour, pourrait améliorer de maniére notable la
perf{:-nnance de 1a macro-économie canadienne ainsi que sa
capacité i créer des emplois plus nombreux et meilléurs.

La libéralisation du commerce bilatéral entrainerait des
modifications siructurelles importantes. Mé&me si elles sont
I'une des principales sources des grands avantages Sconomiques
nets éventuels a long terme, le processus d'adaptation powrrait
entrainer des frais de tra?lqltmn considérables.

Ces frais d"adaptation comprendraient des frais d'adaptation de
la main-d'oeuvre lorsque des travailleurs changeralent
industrie. ]l pourait €galément ¥y avoir divers facteuts qui
influeraient-sur le processus et les frais d' adaptation et sur la
capacité et fa rapldlte avec lesquelles on pourfait profiter des
avantages éconoriques & long terme. Néanmoins, il semble que
Ia libéralisation du commerce bilatéral fournirait les conditions
et le milieu propices & I'amélioration de la santé et de 1a solidité
de I'économie canadienne.



REPERCUSSIDNS DE LA LIBERALISAI‘ION DU
COMMERCE SUR LES INVESTISSEMENTS:
Le processus d'adaptation

Auteur: ' Ministére des Affaires extéricures
|

Etude .mmph‘:ite disponible.

Description
|

Ce document. amm gu'un document connexe fordés sur des

resultats d'enquéte fournissaient une évaluation de 1a nature des,
changemerits. dans les habitudes d'investissement par référence &

des E:U.ldﬂ‘?- sur la nature du processus d'adaptation et i des
enquétes sur les décisions des diverses entreprises en matigre
d'investisseinents.

Points saillants

|

Les adaptations nationales & lintérieur de la Communauté

suropéenne apres. Ia Slgn,dture du Traité de Roime en 1958 ont éié
tellement-plus l;mltées qu'on ne l'avait prévn qu'il fut décidé en
1960 d'accélérer 1a réduction des tarifs - 20% par année au lieu
de 10% - et du Supprlmel teus les contingents -an plus tard en
1961. ‘

Une ‘étiidé empirique -d' envergure sur la réaction de l'industrie
canadienne aux/plus récentes réductions tarifaires dans le cadre

du GATT ne révele aucun des effets prévus dans l'argument de.

la "desmdu‘:lriallsatmn Il est vrai que lés impcrtations
canadiennes c:nt augmente mais les exportations ont fait de
méme, Aucune industri¢é n'a subi dé ralentissement majeur.
)

La grande majorité des entreprises inteitogées dans le cadre
d'enquétes du Conference Board du Canada et du. Ministére
n'estiment pas que les obstacles au commerce constituent un
facteur-décisif dans les décisions concerriant Iesmmvestlssements
futurs.



LEGISLATION AMERICAINE VISANT A
RECTIFIER LE COMMERCE EXTERIEUR

Auteurs: Arnold- arid Porter
janvier 1986

Etude fractionnée disponible.
Description

Ce mémoire envisage la possibilité, politique et juridique, de
réaliser aux Etats-Unis diveries propositions que.le Canada
pourrait avancer au cours des pourparlers sur le commerce cn
vue de modifier la manitre dont la 1égislation sur la limitation
des importation américaines est appliquéeanx exportations
¢anadiennes. .

Apercu

M2me si les éléments d'un accord commiercial canado-américain
peuvent étre généralment bien accueillis, les clauses
particulieres qui seraient pergues comme affalbllssmt la
législation sur la limitdtion des importations américaines
prochua;ralent sans doute beancoup de controverse.

Pour procéder rapidement, I'Administration américaine doit
tenir les comité pertinents du Congrés bien au fait du progres
des négociations. En pratique, cette preccdure donne au
Congres une influence constante:¢t puissante sur les négociatenrs
américains qui lui permet de limiter sensiblement la latitude
dont céux-¢i disposent. |



i s
CLAUSES INSTITUTIONNDLLES ET FORME DIE
L'ACCORD COMMERCIAL CANADO-AMERICAIN
| PROPOSE

-Antéur: | Frank Stone _
' Institut de recherches politiques
| avril 1986

On peut obtenir I'étude en s’-ad_re‘ssant i I'Institut.
Description

L'étude porte sur deux questiofis institutionnelles ‘et juridigies:
les nouveaux arrangements institutionsiels :créés ‘en vertu de

l'accord ainsi quela nature et la forme de cet accord,

Points saillants

1

L'accord clevralt prevmr 1a création d'un comité de mirtistres et
de personnes de rang: équwalent qui aiderait a -assurer la

coopération entre les deux gouvernements pour la mise ‘en
oeuvre de l'accord, l'interprétation de ses dispositions et son
adaptation aux c1rc0n5tances changeantes.

La Commissien mixte du commerce exiérieur, qui est proposée,

serait congue pour fonctionner de maniére colléglalc £n vue.

d'aider 1¢s deux pays 4 méttre en ceuvre le-nouvel accord et de

les aider, en c>énéral A pérer les relations commerciales

bilatérales.

e La C’Dmmlsslmn devrait &tre autorisée & établir un Conseil
consultatif mlxte cnmpnse de membres des, gouvernmenments
des deux pa}"?. des provinces et des Etats ainsi que du secteur
privé. ?

» La Commission devrait &tre-autorisé€ & €tablir des groupes
mixtes de dlsulsslon qui aideraient & résoudre. les différends
bilatéraux pamcuhers
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» La Commission devrait étre autorisée i établir un groupe
mixte d'enquéte, composé de membres du Tribunal canadien
des importations et de la Commission américaine du
commerce international, gui serait chargé d'enquéter sur les
préjudices causés aux producteurs nationaux et de présenier
des rapports sur e sujet. |

PROFILS DE LA COMPETITIVITE DES SECTEURS
ET PROFILS DES SECTEURS

Auteurs: Ministére de I'Expansion Industrielle
Régionale

Ministére de: .l’ﬁnenjgief, des Mines
et des Ressonrces

Ministére des Péches: et des Océans
Mi'n'istére de I"Agriculture
Description

Des études provisoires sur plus de 40 secteurs économigues ont

‘été rédigées par des responsables de secteur dans ces ministeres @

des fins de consultation avec l'industrie et les provinces. On
travaille actuellement &'integrer les comimentaires-des provinces.
ainsi que les autres révisions et ajouts nécessaires dans de
nouvelles versions.

COMPARAISONS DES COUTS UNITAIRES ENTRE
LES INDUSTRIES CANADIEN'\IES ET LES
'INDUSTRIES AMERICAINES

Autenr: Data Resources of Canada
septembie 1985
Description

Cette étude est une compilation de statistiques canadiernes et
américaines. sur 'économie et l'industrie et compare les coiits



unitaires globaux, 4 la fois selon leur valeur nominale et selon
leur valeur corri gée des taux de change, ainsi que [a productivité
de ia-main-d'ceuvre,

Apergu !

La dévalorisation du dollar canadien par rapport au dollar
-américdin apfés 1976 a procuré un avantage sénsible & nos
producteurs, iendant la plupart de nos industries plus
vcnncurrﬂntlelles que leurs conife parties américaines en 1984.
Cet avantage eqt récent; peu industries ont.joui d'un avantage
sontenu SOus ce' rapport pendant plusmurs années,

Lorsque des mdustnes bénéficient d'un avantage pour ce qui est

des cofits, c'est plus souvent & cause des cofits inferieurs des
mati¢res premidres que des coiits de la main-d'oeuvre. Dans de
nombreuses industries, les coiits de la main-d'oeuvre:sont élevés
par tapport aux industries américaines ét sont a la‘hausse.

"
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et I atesch for your Feview and =hmment cka
DO TRISL TR fizar dzafe =f iha edanoric analyses whisk wa cemmissisned
o na:*u-acanmi: Ampaces. and compatilivensss MaAsuTe-
=l ments in suppart of youz :numuranﬂm an Canada-3.5.
oMx enhanzed acimss frads SrTESgERRnTS.
e Bl |
TSR #b 2. Tha fina} copsulianis’ Fepasts and ghe
[ detailaod daza bases ahaould Se oavailable wizhin eha
FE saxs sen da-,rs. Maganwhils we will zfocesd tg devalgs
this dral aizing 9 Fukmis Qur next :m:m" a:sm:df.:q
2 yous sr:.-edu.m Aazed August 1.
3. Tha u:..i:n gr gompetizivensss daes aoc
{nElude anyeiing fram ghe J.n*a—--'epa::.e':-a* mrdiile
gxalcisa now gndedaay,  oecaite most s¥CTazs are the-
reyconGisiiisy of ORIZ abd whaeir iopuc reaghad ©a
az 4 p.g. today.
- Akt 4 A~
Mark D. Iagal
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This: Lntnrzm repar + gontaing prelipimary Fesul:ta
from the resdarch program undertaren sShis -gummar-, and
=n=rd'natld by €PT. &n tha e¢conomig. implicAticns af am
eahafced trade. agrochent betvean Lanada and . the United
Stytes, A Tioze docalied and cﬁmp:ehous;v- digcynsion papur
iaz slso being ;raparnd. Tha iniocmation dantained in the

Anterim repnr: :snta.nz hignlights frem the: porcticn af the

Eeseareht that ‘had ‘bean complecad té date [Aggust 23, 19ﬂ$].
Thase fipdings. Bave only vafy roceatly bosn prodyced, and

‘thers hag #oY yet -Deen time te do a Full ‘interprotatisn, oz

to fully resolve apparent csaflicts betwean zha results of
different gtudieu, Thaoss. casks will be undertaien 1n tha
£ull giscumaion paper. :

Tho rosssrch sssumas that s trade enhancenent

agreement with the U.5. woul?l antail zhe remeval of .all

tariffs and 21l mon—taTiff barriers {gxsepT aubgidias)
betwgen Canada and the Unitsd States aver ihe five poar
poriod 1%88=1232. It then saoks AEWETY t0 Twa Broad

Jutstions:

ia) ©ould Camada SSBpets pussasEfully under such
an agroement ¥

(B) What would Be whe macTweconomic. effscis of
Bush an agoesmént, a% sSoeh the nazienal anc
provincial level?

The macrooconamis anglysis i3 based &n two
sepArzTe studiex. One was SarTied gut by INFORMETRIGA L=d.,
Using their TIM mpdel of the Camadian agonamy. 1. estimates
the impagt on tnn majef macroacsnomic adg ragstes such as X
GNP . nmp;nymnnt, ‘prises, investmen:, ALC SXpOItL, £83., ag
well az the output of diffgpent industrizal FTOLRE.

The oOther MacroacOnomis study wos carzied sut in
CPE yming the Universizy &f Masylang's INFORUM model., wnizh
gontaims 2B Camadian imduscsial sectors. wWoile thia maded
alsa’ pRImity . nutzﬂatian of impacz3_onm & range. af
macroecohafiic ipdicatses, the discuasien in this Interim
TRpOLE SoRcEptrates on ﬁaplayﬁunt. Moraover, TAis INFORUM
mocal, Basides yielding rmsules ac tha aggregaze level, alss
ravoals the incorsegtorzl shifns of amploymant that wouls
result f2om a tracg agroa@ent.

Bath the INFQRMETRICA ana INFDRUM analysia uved
the rosul-s of CPE's calculacions of average tarifis anc the
Tarifd oguivalent of non=eariif bBarrievs. This. work is
dasorioed in SupplamenTary SoCUmEACSs aceampanying tnis
.CRPOTY..,

Mogels af tho INFORMETRICA: [TIM] and INFCAUA king
ars, A% bea:.’impq-‘zc' instoumancta fzf capturing 'thae
iptricate odonoRic Processsra S04t 30 motisn Oy *rnde
liberalizacipn. Morenver, diffsfent aszumptions asout the
hahav1au: of sconomic agenta Ir abcu: government pellisy, . can
be critizal ro the conclusions reaghed. Far example,
INFORMET RICA and IHFDRUM make: quize difssrent assumptions
abgut =ha Frice palicy resnnn:: af 1mpur'~=:ant*1q
proeducers. and this leads %9 very differsdt findings Hl-ﬂ



pegLAsSIFED = B

TYTERMAL AFFRIRS = AFRAIR]
e

____/—'J"‘- SOMPISSHTIAL
o

EREPesT. 9 AutpuE and g loyment, Hewever. a5 leng an the
| AESURBLLIONE are explicie..ans idamcifiabie, the user 9L FUch
pesaasch may judga for AlAasalfl whish aggusgcion 48 TAo mase
jmoalissies Ohe wdvancage & LEing qesnomecTie models ia
‘ghat Saey Jazwe us o ehange implicit assumpuiens insa
ipupli:;giunas, gharaby pxposing the snalysis to Susting. oy
‘mghars.. They alee wpadle ue' ta sring wass guansicies;al
‘statiscical evidancs tegetnec Ln & .cobezeftt way. T0 iTade
'multiple and Iiﬂulﬁinnnusﬁ#ntaricﬁiaﬁ:'umnﬁQ'acgnqﬁiz
‘wariaBles, and o impose iNTtarnal cansistauncy S the
;:nﬁiy:ﬁ:; :

| “fha competitiveness. portier of thé Enalysis also
|cemtalns twe perts, although anly ons g zhegs is dissunsed
T4n thAlg ilntedi® FERETS. 4hy Deparment of Regional and

| Iadustrial EBipansisn i3 srepariny seczacal p;ﬂﬁiln: =t
eHirey or mRye industries, which fsmody thaily ourcany
competinive Sapacity’ and thﬂ#t”ﬂqt!ntiﬂlbcumpﬂtiIi?‘n&iﬁ
'gader the pfapdsed gyade enhancsment emnditions. This wazk
| hps mOf peen.deliversd yat, ’

\

-y Second CATT 3L the esmpetitiveness evaluaticn
'was propsred in CPE dsing (a) Tosearsh: findinga on )
gﬁ;uctgzal_:umpnti;ivnness published esrlisr snils yeag uiy
IFP? [Jessph R 'Cryr and Jamas Tlesx] ong iBy =38t
ommpatizivengss da%a Juppliasd o facs Resourses inc. Th=
AT macesial coppares foul  sromd céhponrants 2f produczisn
cost ~= lagsug, intesmedinte imputs, fapizal, sng indireq:
. maums — Ln wHircy ecrresponding gueds Tangiacturlag

' induseries in Cansda ans e Unitas States,

At thu est af times. thard af® EAAY )
wazhodolegical ane eonceptyal profledta whizh eomplidzte
eaAalydis wf zniy Kind anc that sfiguld Bg barhe in BiIng when
evaluating she cesuilis. [p thix case. Lha agvess time

| conderain: for -aelivering this intgeie fepers presented
addiciconel difficulsiea, scwe 22 wiigh wiil, be Swerdime aw

' amg waIDk SIntifiued. Tue Hethodolegizal and: bipm sonatiaint
prablems arm dpseribed is datsil - in an sgxzmpanyisg '

| -sypplemencery FoSUmEnT, While Twhess Frelimisarcy Eipdings

| may Zagiliface che- oyrrent dissussions, we wisn i ampiias i o

Bty mess. cime L4 needed £3T Ehels IARCTFIELALICA. '

| gxplanation, and svaloacion sefore dfawing pollicy .

| conEigsions. During Zhe hass tug wasits CPE will e studyifs
these results 4n detail. In parziculag, =e will atcemps 52
=eaolve aiffarercaes 1n seme of -img results among hm YArious
sudips; f4pecialiy wizh rEspect o fAplayment.
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l.. Aperosch ang hamicterlels

Hhun anslyZing_ the =a:.=a==nnm.: impan' af a
proposed pal::y oRanga, it i3 usmal: 30 Degin wiih a bAagiz —
or "hage Qzsa” — pr:;-:-znn of how: the .oconcmy would =
perfarm in the sbsence of the pelisy =Rangs, - INFTRMETRICH 9

Bagq case’ ‘pratasy lon, to the year- 1005, assumes thag =urrgnc

trade practices are maintained avoL. lBBE-BUGS. {These
preiections are aimilac, i most respesss, to those of che
Du:ur.man: of Fimanee.) Mawt, several alipinative
prajeesions: are mace, esch Dassed on a difisrent ses af
SABUMPRisks about cheaged in r2rifd and mER=cATiif barziars
betwggn Las two G3untriss. the Nature of Canadizn
producsisn, and Canadian faz pali:y. The rasulzs 5I Shese
altarhative projestions sre Shen :anpa'ed tz che kase CAER
{n ordor o Beasurc the lppdes af che new palicy and ihe
chnnqud sendirtions, Becauze of fhe modsl®s dsgructure, it
paazuTes a9t onky BN direcT men:t &f the poiicy Syt also
indizees and induerd gffectd,

Sevan Altermative srede liseralizasian cisss were
salectad fur oopEriyes wita the bass dasa. Thess are
guiined brisfly Selow.

Case 1; _Tariff gliminntian anly. caradiqn'nnd o
T.5% cATiif Baplisrs are ZRaded que At tne rate o
2% persenl par Fear daves the parigd 1383 zo 18%G.

fLamse 3: Elipinacior 9f man~carill Sarzier=s.anly
texcluding :uhn::ina} piazed. aut qver tie samo
pericd.

fagg-1: Compinaed sliminszian of tarifis and
nen~thrifl sarriars.

Laae 4&: Productivity loprovement. The same:as
waae 3, pius AN hSELRpTiGN tnat, in sggizien o2
ehe ususl _f:_;ﬁai galra in prﬁdu:._vi'v, heze
will, bee & further ise in ﬂﬂﬂufl:.L:1HG
produgsiviéy of § pevoant gvar tas Sa3g°ase,
cepresantating ghe prnduc Iwity gain £o=m
sconohisd of scaley o

Cage 5= U.5, prutegsionisze In the sosonce 9% 2
ATE0A AgTERmEMAT Wit Sanada, Thia casa rezaing
B n::umpt::n: Ef Casa 4 bus -3iso agsumes thart,
tae U.5. would izpose a largel iopozt susitarge in
lyed<ld¥y gmd thor Canaca waul‘ be sxsopr lrome
=his. sikrs aarge under the oraposeac sfnde
Agreement, IIm af¥wes, ap -aliprnazive Dase case
iz usea.) Tha assumna surchargs ef asout La&
wauld move averigs Y.5. ::rlfi Tatss tc J simas
mhair curesnt laved.

Casé Bt N& Teverus recsvery. In Caseg i, 3, 4
and 7 it NMas Sesn asguped thag the Igderal
g;ua—nmen- imposes dirmes saxed. 19 Techavar all
féwenuca lest snrougk tariii elimination. In C2se

g5 EXTEAIEuR
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the goverament. doas nét take this agsion.  Case
& inz-udns productivicy improvement. But not SAs |
U«5. protwccionist arsumpcion). .

gAsé T The same as Casnp & excapt that Sane 5 is
nlse sncludad tthaw is,. the V.S, protecticnism
assuﬂptiﬂﬂ {8 ineludod).

It is primagily the price meéhaniam that .
yintrﬂﬂucﬂs the impac' of tradd libecslivacion into thg mndel
jand trandmitz its - elfscts sbroughout gshe sconcmy.

.. Ihe prices of most - impoftE ant eXpQTEE will change
jehan grads Bacziers are reduced and thix, in tu=m, will
|affwer the vslume of exporta and imperzs. The
‘ranpnns:vqnusa af trade volumey €2 such: pr:-a changes == ar
the "sladticity® of imports And sxports — L5 eacimaced on
(tna baris Sf hiszorical rulnt  gAsNinE.. These llast;ﬂi:lﬂs
'nnd hepew; “the velums Ferpancy, vary congidorably ameng

id;:‘urnnt industries,
Hhile the ramnv:l af ‘caziffs sna NTBs ia the
‘initial #oroe chet prepels all tha econcmic changes
'das:r:bad hare, and glthough peieas are the vekicle by wehich
tha changes are tryansmicted. the Sirect price effects are .
gmpll. WReR tha lass tarifis are. finaliy removed By: ‘1492,
ghis direstly lovers tha Consumer Price [adex by unly 0.5
‘?ercuntp and HTB eliminatisn lowers the SPI ﬁn.y by a
(furthes Q.28 pescant. Hnucver. gha imdirecs affacca of
tnnsa redustiona, not only an imporiefx but. on Doher soctora
of- £he oconumy, are much largee. In the sgenacic :elac*nd
&8 "mose likely™, Sasa 4, the CPI fAlls to & pereant bolow
the Sase saga leval.

The responsze of Tansdisn prooucori tn trade
Iiharal‘zntxun will depand in part on ehethef Ehey sra
primarily sXporters oF iTpartescmpotitors.

If & produces Iaces s;gn‘fi:nnt import
competitian, theh ghe redustizn in Capadian tarifis will
forge NP elther tn DISp hii priges or lover h‘n ouEbyt, or
to f4llow somo somiinstlion of theds options. “Tne
INFORMETRICA lnnlys;a il;nuud the Teaponse of
me:rt-cnm;u'~ng £irma o vary amensg Endustriea, Lut it wasa
gasumud ih MOSt SedMA CHAT PrOQueeTs would par'ly lower
thein pr::zs- It ig immorcant o rememcer CAiS glmmare,
CRRACian TONSuMerE SendZLT 0BT enzy from Iaue:-pr':en
impnrt; but ‘also fféam lower pr;-es 1,8 xmpc:t-cnmpan-ng
demestie. goods, This 'ia ap ipducement £3F incodased’

congumgtion whikh, ia Turn, his secandary muilt ipliasr
gflnecs. Moreaver, if pregucers Tespand =3 the import .
cimpetition ‘i SAis wdy, there will be less d*spla:smqnt of
Canadian production by imports ‘than wouls sosup if

inpurt-cmpau:ars did not lewez their prigs. This

Asgummeion constituces a major dif e—aneu_ggtaeen [
HECHMETRICA am=w¥oach -ans the INEDRUM a-rmropehn, QiScuzsed.
Tater ih tnts cape-, &no Felps oo Bxpldns majas 3ifinrgnoss
LN thesiz fin=ings, nApeciatly with raspest ta employmanc.

1 1f & produger iz primar1 Y an axporzer, chen ihe
1 drep in V.5. LRriffa wiil give him an cpportuniity eichef o
| edifa nis U.5. prigs or incraase the wolume of niz sales.,
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Por price—*ukan BIDSTEALS it i= thaz Qansdian
prndu:nr ;ri:ﬂ: rize to caprure the full amount vasated by
the facifi,  Im; thAis gase tie impact iz transmitted v‘a

ll‘!.ﬁrb!sad cerﬂinqs and ipvesSTmant..

Theoe inizial price impacts on imports, exparts;
pnd impore-competing goods tell gnly parz cf tne story, 0One
of she sdvantages of Bacroeconomic. models like TIM ia their
capacity to trace the troanamissicn of theseipitied pr ige "
impulsas through tha rest o2 the econcmy &and B0 mEAsura ‘th
Ast impadt on the HajHF AgErogates yudh ax . dLs;as:blﬂ
income, SonsuneT deamand . enpi'al jinvascmant’,. goveITment
Eperding, employment;: and ¥o om. Thiz is géne Both et the
naticnal and provincial lavel. .

Most ad the impa:t: that emenate fzom the

prise=reducing effecty of wrade Llha'alaznt'un ‘are Eimulaced

ghrdogencuzly by the crade uquutinn: withain tha TIx model.
Howsvar . thasa are not the only benefits fha< migne Be
:nnfﬂrrod by :*ade enhancement, Tha larger karkat weigid
ghadle Lanadian producers to gherats on & 1a::=r scale and
te aghieva scongmies of scale tnrough. technzlogical change

and ifereassd specializatiorn., secompaniad b{ rizing
productivity, Ih4 increased procuctivity. ia
'pr:czsr L] aymant. Qutput and other majay variables.

Turmn, asieass

i Wnile the model doss captuzs “eyelizel” inzzeasns
if productivity (wnigh deour, forf sxample, wnan the
imcroased level of economic mesivizy raises tha lauel of
capacity ucilizakien snd when ipveagment responds ‘T3 .
changing zgsta ‘and demand} ic is Rat eguippad o estimate
anaagenously chd nore Ln:al:ulab;a prnduc'zvzty sains Lo .be
achievad nhrgu;h u¢nnnm1e5 af gcalds. For tais purpose an

4n:u¢qnnus assump: lon ‘iz made. that iat nnnufl:'u—lng

mosT Canacian ;radu:a-a vhwlis be urubled v scale EEHHFTLEE
ta raise produdtivity by an additional § percent ovér the-
baze case level. [(INFORMETAZICA -has intraduced shiz aiemenz
into the anaiysis Doih by mak;ng &XagEnoLs poIitive gnangoes
L3-8 ;indugtry investment anc By 4ir ﬂﬂt amplovmant. rnd;::;an:
per unic of uut:ut.]

Scihe impartant aspweptions have 2lsg Seen tads
with respec:i.to government pelicy responsas.  The posi -
impertins of these 4re: {l) that the Bank af canaqa “wilil
,m11nta n the. same diffsrential becwasn Canadian amd U.3.
ragl infterest faitex ‘@s in the base caae Frojection, 125 T3t
past aolicies will. lpply to Lhe. exchapge rater It will T
flaxinhla amd will roEgT undnqnnnuslj % ‘ather variablea, (3)
that zhe Feaeril government will '3.5! income taxes Lo
racover fully the loss in fevénues ram variffs, axceyt in
the two Cases wheps this assumption is ﬂ*appid.

2. Impags Renults at Narional Lavel

- All ngven Czaes of rrade enhandement wars’ fpumd to
make & positive, conemibution to GNP. Of the 7 casesx, casa. d
seams the closest to renl.ky tn cerms of both esonemic anc
;nl;:y agsumpt ions. Case 4 combines zariff and NTB.
aliminatipn with an sxogencualy aszumed prosuctivisy
in:*an:- ‘due to-econcmies of ecsle. Becausze Case d ACTeBES:
to Be ‘the mCSt orobable sewnario, this inzerim Tescrt <11l
aanzBRtrate on lft. The rc=zaults for Enis fage will Le
anormSoed fLTEL, ant will oM SiGCUSSES i Sreaz@r J8tdil
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Tomelett Bk gf Acatlisti=zal.

indingy 2ar Jasa 4 ia Ln:l;dud in ktne zugp +lementacy.

'G‘Iriﬂci package uh;:? sosompani e ‘#ha ropors Coaplste
tables fo- the sthe= Cagsn aga aviiladls 2rzcm crE.

2,1 Caszg 4&: Combinad Imnscc of ;a:ggf anz MTE s aag
‘Baale=related Frogustidliv G3ias

{il

fELd)

[+]

Real Grogs Raicicnal Procust 13, on averagoe,
apeut 1.7 percant highes pas ytar shan in $hi
beae eassas .The siie of this gain insres=mog
from anly 0.13 pegeap: in, 1998 to mese chan
2.5 parcent-im 1005, By $005: roal @D {in
1371 constane dallars: e §6. 3 billznn highar
ahan in the Dhsa :ase.

Reual - incy itpus {Roal ﬁame:~;= Fraduct)
oliows & ¥iTLLAZ. ond aven pteadier,
getrazn. 3y 1381 ir is 1.1 persdnc above Ethe
baae case, ancd The gaids irc*e&:e in sizd
svary year ta almﬂ!t 2.5 jerdwent in EDE:

Redugiion ut earifis anc noretasrild DarTiers
By the Unitod Szates gzalns Teal ‘Canadian
Mxmars incseades ‘that abe Sdre than
nu.fIEzunt o aifsot lngreased rwal .mpa-ts
into Cankaa in reaponse &0 Carnadian Teauction
Bf gpFiffs and NTS2 and ingreaséd Capadian
fingl demand. Ih asbor words, :anada 5 Treal
Mg t:pur-s jhczodaa Tolative to tho Dase
:::a, The gains o¥e especially strong is the
sarly 1930°s: 21 ptr_wnt -:ave Baxa in 1990:
17 perzest-in 1 e pa::ant im 1992, and
1% perganr in 1993 {39ar ifx Zind . Aowever,
that chmss percontage iACTeaSRS ATR 4n 2
sEall husu.} Afver nig m;d-liiﬂ L
Ippraciatidn- of tne Canadisn currency
Bimis isnes the giza i thu gairs in: ool
apacluzg.and proporziensl tazma.

Increaseq. competition fzom foreign suphliers
‘grives Ganodisn imdbstrial priges down.
.F'ﬁﬂu:-:vxty gains {gesn from gyslical. sad
-s&ale dources) yniﬂ‘cr:n thid cownward
pressuze. -lndistsy Sutpur prissa are Saicd
Eﬁﬁ basea cose lavel fhroughouz the poricd ans

ter 1995 cheoy afe: about & parcant oelsw

:ann case lavel every yeagy. aAlinougn’-asl
wagas Cise, db #g LHe ‘ir:: maii of the-

perigd praductivisylalsa rizes sufiiziancliy

torold down uwniz lacour coa=s, whisa furiper
reduces Frisn-prossure.

The imdyserial prize offects desciized apove
ate cransmitsed T3 ke rest o7 the deonomy
ang contrioure Ko A qnnural lowaping a?
prices. This 1s rodiedead in the Congpumer
Prige Index whpsa lavel is lgwe? %han che
base caas in Avery Y9erw.af tha pariod and,
lizw indusexy prices, runs nnout 4 pRITEAC
Balow Bages anne after lass. iy :heuqdcna;
be confuand with che tﬂf‘a: un P:te — the
rete 5f change iz the (Pl fTm yua: =3 yeAL.,
he inflasion =pts does fﬂll 51qn1£::1n1+3
from (Y88 througs 1395 bua, afses whac
‘aighsenad labour :n:tu:s Tagin ta generat

- .
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wags demands Ehat arwonot Sully offsst by
Prosust 1#1!? @ains, oo that mhe inflsgian

Iaed then riaes nga;n i) nppru:imat&ly tha
Pase casz4 TEts. SBut the level sf prices

remaing aseut- € peptent Seiow fha 5832 CAEE
lavel because of ‘the fall in tha cnrlzer
YoALS.

Lover arises fmply an increasas in pispasabla
income. C(Ramambar that altiough the
goverAment LS ASIUMCGA Lo lACTnaza ‘Caxsd g1-}
recovar lost revanue, caAsutery still get che
bonafi{c of price resudticns by
inpart-campe:~nq domestic praducers plus the
"prica aguivalent® hanefizs cf NTE gemdval,!
Howaver, over the lenger tefm, consumer
Hemand accounta far mors thon halfl of the Gh?
Fain.

A3 8 Feyyls of increzsad consumpiion; higher
ner exporti, 4 dTop in neminal intAarest
rictan, and redygnd gasts of materials and
oguipmane, Eusingss investmer: [neceasss
aubatanti ally To thesa andpgencus
ingreases, INFORHMETRICA nas pdded axagenous
ipgrdases in invasTment, reflems ang a0
aasumprion that busimesses will moake sXtra
investmanta in naw pradun*inn processea anc
t-cnnalagy in prder ro reap ncunum:es of
acalé. Conseguantly. #¢al susiness
inveatment, sspecially nnr-residurtzalr Cuns”
wial]l ahove the base gase- ShTOUGROUt the )
poricd, lnd iz e:pe:;n‘ly stroag {n ghe mid
1990's wnan {r averaces about 3 parsent agove
base :ase lével, . In 1483, far exappla. the
ingreasec investment sEgounts for 44 pergent
‘9% the risé in GNP.

; EElnvment gaing are sviaen:t Irom The outsat.

TRI:ecz1in; Lpcreasas i industry output. By
1984, gverall emplovmert is- running more than

0,000 accve Sase cage mnd the marsin ranges
batwoen ¥5,000 and l45,000 the =u;h tne rest
of the pe':ﬂd to the year 207 The laTgest
pbEaluze gains ogour 4n su—v1:=5 {ave—agzﬂg
abaut 50,000 per: ¥aar from L1987 on), ana

seds [akowt 37.000 2 yvear: from-ERETL,
.Em;lsyﬂen' alze rizes signi figamtiy agave the
Pase gaze faTeopst in pual:: adminisTraTian,
LTANSPArTATion storage anc @TMURICATLIONE
ednatruction, Sisheries, ARG MIRing. Smaller

ingeeades apoear in fipange, ytilitiams, ang

forescroy.

Emnlovment logses are {ndicates din
sgriculture and manuiagturing, im spit 8 of
the aggregace 18 . in emplaynen.. The
agriciuleure losses ard uer? small, bu.-ih
manufacturing whey -are guite large,
especially alser tﬁa mid-1%90%s. Frem lY2E
to 1994, mapufactufing employment runs about
i, ‘0da peT yaar Selaw case case. Z?han zhe
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‘losses ifmsease Aasply. From 198% w0 2045,

mapufagzusing nﬂplqyment-lie:xga§:;E.QGG -
yaar Saloe e Dass cise lovel, and sverages
ooty Than 45,000 2elcr Daae batween 1398 an3
2003, INFORMESAICA ativisuces those lagang:
net =o desllaing manulpsturing agsiwiny —

insqed, manufaesuTing Sutput  AveTages aDaut. I

sg¢rsant sbove bege case fmom 15321 oR T DT
rathary 2 imeraased fadour praductivity-
HorTeaver, it {8 Iopsrzant o remstbar that
these arv losaes only in the sense thae.
menufacturing eoploymeat i3 lgfser than it
would Rava Desn in ghe aSsencay oFf the palicy
o ERAL L3, lower Eh2R the wmploymant ’
projection in the hase casa foredasu. T4
dpks nut maan ihat smployment falla below

cu==enc lavols. Hanufictizing amployment

ac-uaily Fizaes from 2.2 milliem in 19835 e
2.5 millisn in 200%.

™hs unemzlovwernt ratar Zalls from she baze
e:qq:Ieyai out cniy Oy @ small degrwa, In
gpite of the aphszatitlal Tise in gvesall
employmens. 'On avorsgs, e unsmployment
fota ig enly abeus one<ihizd of & percentage.
poing below she base sasd Level even afces
Full iMplemencacisn of the agfeement iR
14931, Thia iz becouse incspadea Teal wages
imduce wsesslarmtad entry of workers. inze sho
lakour fgrca.

=g pechangs vzlue af the Casadian Zollar

apprecianas, Ond Dy 20kF ik iS5 TuAfIAg araund.

52 2/1 gentd ¥.5.. csmpaved with mhe hasda
¢ase projossion of 63 Canty and the cur-ent
level cof abeut 73 Zenca. (Scme dpgoee ai
.Rgpreciaziaon had al-esdy Seen peoieacTed in
the S&ad¢ case; with A gridyal rise w3 A%
coREs by 1985 refiaiaing sgnstank

gneraatisc.)  She exchange Tasa in Case d
rups abgve toe SAase cise cace TRrouchout
13gv=2005, ind thi gap witens azgadily over
ghit parisd. The insrassn refloces LMprovec
srowth peospasis, reducasd imflacisn andy in
the aarly years of Eng impadt, an lEproves
Helanie 2f Saymerss ON CUrTANT ZEFOUNT.
Afzar the oid=i340's Ehg exchange TagE
aperaciatioh diminiahes the peaitive immags
of tHu tTade bgTeement on ek eXpoTII.

In genarsl, nenwéederal SoveriBens DailfSnced.
imprave. Initiaily, ssgUziag L2t ae
frderii SoverTment rpoovery tarifl Tevenue:
losses, the Sedecal Sfeasuzy sonmfits asg
‘wgll, Howgusr, =ie SIsde agTesment implies
tmormased supply competicicn anc sedugEs
pEofit marsins faor {dpart=gompeting JimI..
and enis is spificient In- 0@ Loriges t8om k2
gmAaraceg ndgasive eE£IPc=3 an fedazal
COTPETATd “{AR IFEVBAULS.
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Real Conaumption ’ 0.5
Real Buginess Investmont . 1.
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Employment g.
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1: Elimination &f Tariffs GOrlv

Renl Gross- Netiznal: F-ndu:t i=. Lwcrnased but

‘t3 a ssnsidersbly smalisr degoee than in Case

4. The poaisive impact is about l/4 the gize
st ghe tnp; t in Caze 4.

The GConsumer Prics Ingex i lowsr than in cae
beas caax bl the improvement is oaly abouk
half enac o2, Cass 4.

Real net experts increase telacive to tne
base e&s59,. although in ogst yaRCE the gains
ire considagably smaller than jin-Case 4.

There iz & gain in total amplaymﬂnt af SDowT
40,000 a year afrer thﬂ mid 1951's coopared
with over 100,000 on avgrags; in Case &
Bawnvnr. Eeszuse there. is no assumitian ofF
productivizy increzaes frem scale egpnimias,
manufactuzisg ampluyment iﬂ:'iases in zhia
Case. whereas it Zell im Cane 4.

¥:  Bliminsciam of ¥T%g oriv

Caze

Lii

{iil

it

THi5s has avronger pasisive effedzy than
-nr.:: removal because: (&) che V.5, cariis
reauation is smaller than thar of Canaga
sines U.5, tariff levels are lowar tham gurs:

"ro Begin witn and (&) the seduczion in U.S.

AgretarifE barriers is cuﬂpara:'vely ‘large
(relative to Both Camsdign NTdHs anz U.S.
‘rarifitx) previding lasge omnefiza te-Canadiar
&P nhrough £he zid 12902,

The incoease in real GNP ix agour Kalf snas
of Casz ¢, and abaut tuise that of tarilf
removal only, fn most years. The
poncributidh to GNP Woegkens Ag Simelgoes on,
reflecting she acealesption of inlfiation it
the later yeaprs. [S&e point ivi,

NTE vemoval iz by fzr the deminant asource o
amployneat generacidn., This iz sspecially
svigent in the firstfive or six yearw. over
‘the whole pericd sxamined, [E aetsunis Ioo,
Fhout 4f5 of &R amplaymnnt geing of Case 4.
Incead, 1n stme Sfefe esarlier years; it
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‘Prodyded DO EARloyEaAtcENAn Ciie 4. Socauga
prnd4==iuA-y-ﬂains in Caan 4 are dzn:uﬂ-tq
arpioyeeAt extadaisn [alsizlly. It -ia
Antepaacing, 10 Adte chat alzihawgk :\o .
Onivarsity of Horylond modal, discuaded later
4in EMis papar, aficwa an Sverall dasline la
ﬂn:lnymun t, that movel alss snaws gefarally
positive. m:play:nnﬂ impacca 2 Tom NTE removali

“Liw) -TH& i falia by whout + porgent Selow Chae:
‘Bage SaAna lavel by 1995. Howator, bacause of
ne employmeRs gonerating eifecza of L]
removal, labour marksts cradually Ceczome
tighlur ans umit Yabdmy gasss pisgs, BOD that
smo indlacisn rfate incToazes after the aiddle
af tnq dacnda. Trhe.race of inflatioh Sidey
#2iciently that the ledwl of the CPI fises
aauvu she Zase caze lava. by Z64l. {Whereas
Caze ¢ alicwes far prud;:*:vlty ‘inz=anaes foom
pegnamies’ of ‘scale. and this Holds down

inflation, no auEh pasuspLion i3 Bada in Casd

a2l

1.4 Cdse ¥: Romoval 5f Taziffi and Nu2s

‘This i: 3imply Mo combinetisn 20 Case 1 anc Case
3. 1z di:fers Tom Sage 4 na s reaulc af the aasur:t1an af
oitra procuss iv':y geina ‘'in Cage 4,

Z.% Case 5: y.5. Prosscrionism

Inis iy che Case that asauses shaw the UL5. eyl
impose an ‘impore su*:ﬁn:;a @£ LT perzent in 19&3—19%1 :rﬂm

wniah Canada uuuld So pxemut unders thﬂ propoges srade “mag=,

This apsungtion, in effmct. is af dlrarnativa Dase &aso.

‘When Case.d.is <ompared =o. :n*: gagse. inzscpad wf T3 che
‘ariginal Sase Iade, 21l the.zaias ecs =1;n1-_¢d‘

{1y The gain iR net @xporis is ey lnrg& in
every yaar. For wxan:la. in 19599, 1495, and

20Qd: real fet axparcts are SEXY millionm, SwdZ

milisem, 51,643 million, amd $2,333 millism,
taspeciively, shove SEag cise. [T
cmpnrnnlﬂ gains ungn Case 4 15 Tampared ox
Enve originil Ddse Tsse ape 5263 millien: 381
mallisn, #1539 n;‘i‘an; and 56§ miikiion.!

til) Ine gain in, rwal SIP im Caze 5 i 53,0
billion in lasgd; 55 2 million ip 1995, 55.3
n;ilian in 900, .and 5352 millien th 30055
The ::mpnrnnln Eigurns dor Same a4 Aa®s 51.3
hzll'an. 4.2 Billisa, $4.3 H3llion, and 56.3
Zillicn. ’

{3ii} From 1395 an anploymens avesagas about
170,400 abave Saae, =ompared =3 .an averages 98
eyt 110,000 {a Cikda 4.

1.5 Cage 4: Nao Favenus Recuvery and Yo U.S.

?:::ecgianzsm

This;i; Mg sAme ZE Cas@ 4, ExXCOOT That tﬁpre-is
ne issumprion af & goverRaent LaX O sechver (g barxis
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ravenues, (Caze & it compared To the | B;*ﬂéT*i_tffr'—lser
noc the U.5. prorectionism base’ that wvas used in Lasa 8.

(i) Rezl CNF gains ars gignifigently pEronger

- tharn in Casge 4 during 4he esacvlisr ¥ears, Ducx-
the diffarense gradually dimipishes 5 thatl
by the yoar Z000 =he paizs are sbaut tha same
n bath cneag. The deciaion nat to impn:n ]
Tovenud efoveTy taz Brimulates FanEUMpLion
and investmens, whizh raiBes SHP but also
imgreeses Lmporid of qucda ahd* servizdd at &
fastar Tate than Exjoris Aeal nec axpu*ts
‘fall bmlow basa case by 1333 and the
apartfall grows lacger as fime goss o,
Maraover, in nominzl terms, déficits begin t:
dppeer in. the sufrent aszzsunt af the'balance
of payments. Farnign borrowisag co fipance .
thess defifits laads, mp greatsr uu-ilaws ‘af
intefest and dividends and still wider
deficits, Thésa factors gracually nacroe the
gains on GHP. "nduat:inl outpLt gaing. on
tﬁw ochar Wand, remais larger than in-Case 4

roughout &he pﬂ:;ad.

tii) Enployment gsins are.stronger than in Case
4. Fozm 1395 on, amplaymant Sfuns aooul
140,000 apove Dase case. ccmpazed with 110,040
in Cln| .

tiii) The Consummz Price Imdex £allis, but nec by as
a mush as in Case 4, because freedom Sfrom mhe
Hvunuu rECQVErY ';&l BUIEALINS SHnsumeD
spanting.

2.7 Case 7: Ne Pavenue Recovery .and U.5, Profedeiohism

-In the carlisr years, this Case shovs the
l::gngss:'_mpan*s of all the Casas. Far axampla, in 1392
Ehe gEin L7 real SHZ i 4.4 Billian, crmpared yizh $3.E
biidlign in Case G, 54,0 Sillign in Case 5, and 53,1 ‘B§ll:an
in Gase 4. However, -ln the lacer years 'this strengsh hejing
ts aryée fer raasons similar to thosa cised in Case 6,

=" Provineial Irhasis Regyl:s

Taople 3 pravides indications of the prsviacial
impacts anticipated undar faae 4. The Atlantic ;r:91n==s.
orraria, and Maxizoba woyia onjdy -che largess incroases In
eCOnOmiE Quipuk. '
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Rogl Per-Capiia

Amal Ouiput Erplaymert forzongl Ilnccma
{& changs! {ghaysandy | ‘I3 Changa)

1992 3003 tsn2”  Iods 1992 1095

Newfzuncland 2.1 3 4 T CLed .37
rinea -
Edunrd Izl, 2.1 1.1 1 2 .8 2.6
| Nows Scutia i.§ 2.4 3 B 1.3 2.7
‘ M B,E‘J,stil:x., 1.;, 2.1 ’3 4 i.d 1.1
| Gustes .4 2.1 13 13 1.2 2.4
Ontaria 1.7 1.3 i6 52 1.3 3.3
‘Hnnitnbn LB 2ok 4 B 1.4 2.2
Spakarchewan  I.3 1.8 i § 2.4 7 3.l
" Aldarze L.l 1.4 4 i 1.3 2.8
3,C. ang Terr. 1.3 2.2 a 1% il 2.9
' Sanada 1.5 2.4 §T L6 1.3 3.0

| __ The Atlinti¢ Sanefits, nspu=+al-y from incohased
==:91%‘¢$ ia tho f;shqr;na. fizh prﬂ:asa.nq, and other food
prn:us::nqo_ Thia czsparn:‘vely ¥trong gain in goods
precgstidn ix suiﬁz::nn: 9 draw ,apulatxnn into Ene Fegian;
ang - zae bensfita o -goeods produceEion afw’ rrinfaried Oy
increaszed outpan a¥ sarVica: t¥ supply Ene larFger ﬂ:puiahaun
| mRd ingusz=ial u:-ivi'y. Wr ComsrAl Carada, dntacia prafits
from che plz'icuﬁa 1y large. incTeases in durablas
HHHH.BG‘“A:‘ISQI Quahﬂcf in somsSpass, Mam an ;ndus:::a

ALTRSE 4:9 =¢a11atnd oy manuiactire gf AoA=duiakblsd.
including séme of Shize [rousisids EMAC ATF Decatively

af lectoc, and oy ferestry. pining, Bnd procusIisn If
#lesriz power; all of enisk arﬂ<un1y mudara:aly

Senafiziec, Conaegusntly. the overall pasitive impacz an
Bczivizy in Quebed ia weaker than thac. of the nstional
average.

Wnile e genernlly-stodng impacta in
wanyficTuring enacla Marisa0a 5@ a;';-".:x;-nat iy meica theoss
of tne natlenal average, the posizive Lopact oan scsivizy an
wha- ru:t af «kg-Fraizzoa fellx aname xnis -a*le.ts e
gaminating influsnce thers za. t;*icul'uru ans :nurqy
proguction. INFORMETRICA Maw: asaumed the tTade eRnancemant
wEula have lizzle airect iTpaesz &n eriergy procuckicm. [
this assumpiian i3 Felazed, zhen ‘Lhe :ﬂg‘an (as =all az the
couRtEy ag a whale! would reulaau ‘stronger gains., AraiTisa
ﬁalumn:a ANG thy Tarriidvies redixter average $ains dn

enivity.

- Fhe largest empldvmont gains. @’ a praporiion &fF
pipacted Sasy case lavwels, ars again reqiscered in zna
Atlarmtic provinces, tn-'xal‘yﬂ.-.u weakest acm’ regi iscares
i Sentral Carada. <hizh axperiences ita ouzout Qains in
high mraducTtivisy induazrigs, and in $askatcnewan and
Aldncty wnere SUTpuc Sncreasés least. ctﬁu' pruvchaa
ApRpEcaiEately’ mATCH =he.Gne peS cER% averall incroaze in

4
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gmpicymens that is ceglzcersd my 1282, In latsy years, the
Arlancic. continues fo benmfit mEAT, Sut agcelezating
aczivity in manufacturing Aigs Ongario and Quebsac iIA closing
Eha gEd beiwdon their parceitige jains ans thone of the.
country @5 & whola. Pespite mhim pistuce, {r sheuld vpa
netod. shaT in @baglute TAImA zhe largest employmenc
increases: will b concentracsd A Central Canada.

‘"ne impacts ‘an real ipcomes of houfeholds
(maggured iB “iklg 3 as Dalors-~tax incocmes) i@ mose pvenly
digtributed Ec¢ross Rrovinces. ind approachas the tradizianal
wigw that enhanced frade will benmcfit the peripnery. In '
chase terms, incsme gains in, the Atlantiz approzinataly
march, of are¢ slign:ly smaller, than the Canada average.
reflagssing The fact thst ingreesgd praductive emp loyment
wold subszitute far unemploymant insurange and other
rramafers frGl gOVECnmedts t3 householids, 1n gontrast,
gaina on the Prairies; wnero gransfer incomes ara alreacy A
ghall parc of ‘houasnhold income, exs=4d chosd cf =he .natisnal
gvesage. The madest gains in Quebec redlact the .
cangsntrztion of 1uy-p:nductivi=y;manu!acturas and a lass of,
tzznafer ineamas, GOntazis benelita bacausec ol tha '
scmparatively, nigh wadge fgtes paid in igs iAdustTies. Ia
BAOTT, Lhe comparacively even disparsion af imoESts o0
household {ncemes seflasty both Toa jnduserial sEnsiziviTy
of anhamced grade and the *cateiy net” system that nag Sear
gansttuc=ed {f Ganada over tha past Ewo dacades,
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MG ST
'}nfrﬁdu&fiun
(1] b hav& carried Syt & RAumber of goEpUtEDT

gimulations on the INPORUM INTERINDUSTRY. MATRO MOUDEL
{universicy of Maryland, USA), to measure the. isdustzy =
by=ipduscry direc: and indirece ifgnct of Canada-Us Trnde
1ibaralizaticn on emplovBert Ln CAnada, In producing these
ceawles, the INFOAUM madal alse yidlds informaricm on.» wide
range of other macroaconamic variasies such 2s ocutpis and

invgstment, Buf this repart focussa DR emgl:vﬂen* There

are ‘saTidyi gAPS 1M our knowlpdge about the impact of

Canzda~U5 free, of freet, trads on jobe by indusizy.

Althounn there have De=n & number nf scudiegs.an the effecta
of frec trade with tha USA on trace £lows and naticnal

BULEUE .. AN ana‘ys*s of ths smplsyment Impact nes besd, =0

cur kpowledge, averlogkad. HeoweserT, the :Lr'ar-'putlzc
dizgussion -apoyr the pntanu::l ‘benefitE Jderived ircm
Carada-US ‘liberaligasion highlighes “he guastion of jobg:
how trade liberalizazion with che U.5:A. will affacc the
level of amplewment i3 ‘Ganaca? Sv using the INFORUM modil,
we can, €0 SomE eXreant, aagwey CoIs meor:an: QUESTLIEO:

(21 The Sanadian verszion of the INFORUM model cunzaing
gatimated :tatiitq cal relationabipa Detwean the volume cf
Canacian 1=;urt= and £ho domestic demand omg the fareign
inpnrt price ‘ralative To the domegiip price; and between zhe
wvalume of Canadian axpnrts and the -nra;,n damand and the
domestia prics relacive ta ==zp¢'itnra prices relating to
spwan onjor industrial Sounczies = the USA, Jopan, the ux.
France, Italu. S3alzium and West Gemasny. These impoft and
aXPOrL aqua:xuﬁa sstinste impof:s ‘and expart elas:z::t;es
whigh can De; uaed Eo apalyse the potsngial effpors af
Canada~us fres, or freer, ‘trade on jobs in warious Canadian
incuscrial sec:iora, Althouga a- detailed analysia af the
mipulatisn cesuitS, aigng With tha mﬂtnndal"gv used, will 5=
provided later. in & sepafate paper, fhix brief raport sati
Sut same= Key Sifdings emersing fIiw Qur work wsing the
INFORUM modedl,. These findings have imporwant poiicy
impligations f[or the ongoing publis odiscussicon about
liberalizing our tracde with the U.5.A.

13 Sgnematizally, whe effect &f tariff changes eon
zie Canazjisn mconofy con-be- illusc-aced Dy the causal
sequenzas in the INFCRUM mocel prﬁnan:&a in Chag: 1+ A out
in Canagian caTiff will resulc ip & ptoporticnal gscline .in
Canadlan mea't prices talative to Canadian demmstic p:z:es
and in an incTease im the volume of Canadian imperte. Tha
$iza of effsct on Ganacinn ipporzs depands upon @ (al The
heighs. of Cana:ian ta-;:f rALDE un¢ (51 =he reapomsivenass
of Canadian imppres (impore elast;clhyl s relative price’
enanges a5 A& resuly of removipg Tarifi barriegs. In :4—n. LT
impert elassicity depercs on the underlying domestic damana
and aupply: the share Jf ipparts in domestis consumprian
and zhe EHHSt::uabL‘z.y 0¥ acmeatic ang fnra*qr gaods,
Finally, the last twa caugal segquences, relat1ng Lo &he
atfect of & larger. volume of 1mp=r =3 an. domestic ;rndu:t-an
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ang eamploymenc, san b .quantified by uaing the FanaZian
input-ausgut tramowotk., The effect: en p:ﬁdu:t'un and’
empioyment includes besh the @irect znd the ingdirset
affpgns. Tt sxgmaples, B change in Che. 'nr;ff faca =pplisd
2o stesl products will affeci the sutput wnd employmans ¥
ART unlg ‘the Etsel industry but alss the =oal and irsn cre
:ndustr T Cnnvs—saly. a cut in Afericam tariffs will
cesult in a proporiional declino in Canadisn domesatic prigss
ralative to. cempatitors. prites in the U.5.A. ang in an
incresss {n Canadian expofis by gicplacing American
production and by divarcing the ﬁmeri:an ‘importg frem .h.rﬂ
gouncries:to fAanada. Increasing volume of axports will., im
turn, increase Sutiui, and apploymens in Ranada.

SIMULATION RESULTS = EFFECTS an IMPLOYMENZ

(4} Firet, we have dezigned o base-line- pict rure &t the
Canadian #coRcmy that is exposted- to sxist in Y995, The
pictury is’ the rTesult of Simulatigd 1 Jhich ia carried out

c@n-thae IHFDR"M mndel under tne asaumptian that the MFH

tariff swesessions, nogotiated by Canada and the Q.5:A,

andor the Takyo Raund, will Be -fully implamenzed Dy 1987 and
what tha redustian fm Larif2 Barriers will sake 5 yanrs =]

Rave -8 full impact en Cinadian trads flau&. The laczer is &

byilt=in adjustment sgructurs in the INFDRUM sadel

‘Simulation 1 will produse the 1555 nan:h-mn—k uEt‘ma*ns of

~impar-s. oxpor=s, wWtput and amploymnnt lewel, maizulated
under the aasumption that shera will be no Furthers nrnde
liberplizavion with the U.5.A. sf:pr the Takyo Roued car
concpssiona are sehplotad by Soth conmi P T I

57 In S;mu;a_ian 2, wo reduce the Pras-Tokysn Canada
ard US tariff Tatek to réro over khe years 19§B-1042 and’
then determine the impact on Canscian axpor TE, 1m;urts, ezl
output aad tmp-nymunt by 38 industr1n* sectori.  Iae
diffecence in* resuits. becwasn Figulatidn "2 and Eimulacion I
ArARUTEE .hu'.mpa:t e & :=m;1e:uf Tee trada Arrangement )
Sucween Rhe U.5:-A. and Canada. The over—ail affact af
complete free trade iz chat Canada will lase apour 212,000
jobor thrzugh.rislng imporis 2zom the U LS.A. and gEin atous
81,000 joss through Tisimg sxperis €o.the U.S5.A. (gee snars
2:., fhisz, the ne: mpploymens loss, attrijuiasle to the
corplete femoval of the PosI=Tokya Aoung taziff races oy
Both Canaca and the ¥.5.A.. smownts co 131,090 jess oy

1995, It can be awon £20m Gharz 2 Shat a greaterc prIportist
ef zha job loag [over two=thiris! oEsurs in the
manu‘n:—ur11; sestor, This sector will ‘indead bDear:wne
Srunt gf stranger import :cmpa:;:- n from the %.5.A.
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151 .., The feeson why faraca willsxperience a negative
-mp;aymar: cnnﬂqe is- .na' the Lanagian econgmy is mare
pratected Irom docolgnd imperT. CIMOetiTian LAAn Ihe AMGrioAn
aConomby . uhnrias L2y aVEraqe prspsrtion =f - du-y-iraa*
iﬁ;n:zs apa the U.5. average L=Eriff wake an Susiable imoern
f¥om Cdpada will be T4y end 3%, raspect vol;. ar the end. &
ghe Tokyo Rownd in 1387, the prup:tt.an &% Tapadian
duﬁyﬁiruq .mpn—t: anc Zanadian average tariff on duriable,
imports fom the U.5.3. will sa T2 % and 1i%. With gae
removel of canadian and American safiff.dutis=s, Canadian

impor-x 'rmm tha 0.5, A will riza more chan Eanad:an exnar‘&

\

| t@ the W.5:4; {see coazt 31y .hu:. There ux-l‘uu a g-ea't'

‘dlsplacumuntcat Canadian prnduzt an anc . a nu* degline in
¢tEdl output and anployment s cZanada.”

o
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71 *sinle 1 describes "job shangea in Canadian
:ncu:t:.u: afier mliminacion of Canadian, and Amerizan
earififs. .hu larymst decrpases in Lm:cr‘ﬁrel:tnd emzioyment
will gsgur in such industriss as t—nde-vhalesa e and ra-a;l
t=36,000 jazal, &lathing and, xn;t“;n; mills ‘{=ZE,0001,

;*mma':ill sarvices {=3i3,Q000}, ddtal fasrigating {~ li o]

znd miseellanucun mamufaciveing industries {=18. DUDJ These
induszries will oe affegtsd agversely by rizing .m;nr:s from
the U.5.A. Almost $0% of the import~rolated JoN less is
expected to bake place in nnewa five industries. Om the
esmrary, job losass arising £rom changes In imporit; ‘B B
resalt 9f foes srade with che U.3.A., will Se miﬁ‘mal in
;-;:;l:ural anc fisning, forestry, miming., ﬂncd and

‘nq#vaﬂages. tasaccs - products, leather pradua ransporT.

aguipent, wood - ‘products and. nnn-mﬂ:al;G mznera‘ progusts.
Furthermors, impari=relatad employment cnanges Are
ralacively gmall 'in the swo forest~ralaces manyfagiuring
induRtries, viz., furmiture and fixgures; and chemicals -and
chemigsl- products. ' ‘

[B) Examining gsparc-related pcs;.ive empiaymeEnt
changés, @me may Aote that the chaoges ara, an the wnalae,
relatively smail. The lLargest 1nc Bas®s in oxporterelaced
dmblayﬂont are observad in tracd &35, 000 ansl, mackingry
inguseries [+33,3900;, commercill secvices (+2,710] and
tramapert. ‘and uptilities (+4§, BDG}. Exzepec for thase four
industrises, wiporT=relaisd emplnyﬂar' changes, arising foem
srage lisaralizstion, are expectes to De:faisly small,
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Inguyazzial Impagrs- Expart= Nat
}5@::@: ~ Raloted .- Rkelaiwd Eazlayment
Brolyymant Ieloyment Changes.
. Changes Chanoad :rnn:qs
1, agrigultural and. I
.Fiahiag -3 wl a
1. Forssesy . -1 Qa =l
3., Hipipg, quarcrying ' g e
ang 9il wall =1 q =1 '
4, Faed end Baveragos* =] -1 : o
5., Tobegss Pradusia” -] a . =1
6. ‘Ruloar praﬂuez:' =5 v] iy
T. Laatnn' prodycts? o A -1
P A, Textile pzudu:“" -2 il -7 I
| 9. Clntning FRRLBEING ) -
CoomiXlar o1y *] =27
‘18, Wood Preducty¥ =3 -l =l

v

1. Furditure & Fixtures® =3 4 a3
, l2. Faper & Allieg
‘ lndusiriaa =3 -] =2
‘ 3, Printieg & Publiszning:
b Allieg -3 4 =31
Laa Pr*nnry Maral? -2 = - -
15. metal Fafricacing? - ad all
J 16, Machinmgyy Industrisa® -7 1] =&
‘17, STenapar: Equipmenc” -k 1 -1
} 153. Elaze¥izal Froduczs® aly ) - =5
i 1y, Nen-mecallis Hineral
Praducts™ -2 Q =l
[ 20, Pecszléum & Soal Prodyss® 4 a a
| 21, chemieal & GChemical
. Pripaucta” =31 [ ]
22, Migewllanaous
I 4Aanufagtuging” =13 £1 17
21 Conssruczion lndustoy o ed -4
‘ i, Trapapors 6 Utilisiea -4 Nl =3
i4. Trade-wWnzlesale & Ro:a =36 w2 =11
| 15, Fipance. & -IAgurancy & )
! Renl Zzcate ad =1 -3
i7. CamParsial Secvicms =23 =y ~la
| 18. Prhwr Frivacs Ser—
wigdn (glgvatora, tulee
Dhparas, bTBadoasting,
dpiversities, eT@.) -3 -3 -5

bl Bolongs o the Manufageuripg Sectas

Soures: EASIFT = gimulatians caryidd gu= gn ae INFORUM
MODEL = Uniwvagsizy 9f Macyiand = U.3.A.

-y 95 " TR O dv o8 W BN Gr O O &g



!-XTl-NIl-HL - . :-:L_‘<EE
ere “EDNETBERYIALY 1rea
At i
" “.,L-i

-5inee importerclated eEployTaent cﬁnnges. although negative,

are. larger than sxport=felated tm;lnymﬁn: ehanges. he:

‘gmploymanc changes are negative in all Lladusisiec except 'in

nachingry 1nduu:r1e:. The level af muployment in machineTy
inguerpies will expand because employmenat incrasses arising
fram riaing tzpnrtl are greatar than emplaymnn: decrpasas:
grising Irnm rizing :mpcrt:. As & rmouls of {ree trade,
weployment in Ha:hinery induserios will ‘incresse by 6,RBLd
jobs. Largest net emsloviment decrasses are cbaerved for
glathing and khigting milis §=327 200 jeps), miscallanequs
manufacturing indufcries E-17 Q0Q}, metal fabricating
{=15,000), somparcinl mérvices. [=14,000) amd trade
{=11,D00). ‘These sre the sams incustyies whare
import-related dezlines are the greatest. A fres tragde
arTangamant with che USA will coniributes €9 dac‘1n¢s in
-mplaymuﬂt Iﬂvuls in thesa five industzims, The effscts of
fres trads on employmenst lavels ars minimal, or mmali. in
agzi:ul:urnl And fianing. fmad-and havcrnqea. forsgney.
miring, wood. prud4=ts. rransportation aguigment. ‘tobagsd
products, paper and alliad induatries and nas=mineral
oradusts .

(R “We have so far disghassd B cass whare thers is
smplnte frae trade betwesn Canaca amd the U.S.A. . wWith Ao
dutiss & eicher side of the aurezz. Same pnnple’bnl;eva
that a complete f-es Crade arranqemant will be gifficult o
l:h;uva. Thaers acre five "sensitive" wrada factors for wAinh
Canacas or =he U.S:h.; or hﬂth- mey not accept e free trade
arTangement, Thess tryde sfctors sre:r (1) daizy producis.
{2]<al¢=h=lz: baverages; [3] hoi=msry amd kaigzed waar, (4]
eldthing and sccegsories apd L5) prinzing and puslisning .
We have concugsted ARother 5.nulzt'nn on. the INFORUM (called
slmulntzun 31 umger the Afsumptian ‘that Cafada gnc the
V.5.A. will agres =o complets free toode im. all commapicy.
sacrors axcept the forsdoing 2iye cormudity groums. Since
tha easmpréd seciors have qane'ally graazer protsglt ;nn H ol
meurt :nmpotx:::n in Both sountciss, thair exglysions are
sxpectad 2n resule ina :ma‘lu: dop lass, Simulsrion 3
indaed snowy this resul=: zhe net enplnymer: loss amaunts t@
45000 jobs, as compared to 130, 800 jab losa under a complece
frpe trade AFfangamsnt. Unagr the sase of par*lal fren
trade, tha net jao loas Zor clothing and knizting m:lls is
reduged 1a Fura Irom 27940 jogs ymder cﬂmplete fps Lrhoe.
Parrianl “ree trade als® Taducas the net cn;laymaﬂ' lagg for
-zadn—uhglu:alq “gne ruta_l. and commerTial. sarviszed Fox
the trade geator, the jo loss docreamey fram 11,060 ]uDs

undar :umpl: p "fre¢ tfade to 4,000 jokhs udger a par*;a+ Irea,

LTaad ATTANGEMENT. Emp;cymmn: changes in other industizial
smctory are not affocted by partial fzes trade as envi sagﬂd
in Simulation 3.

A1) the Institute f£5r Resasarsl an ?ubaie Polizy [IRFP:
ha=z dquelupaﬂ Anrhe a9timitas arf tnr:ff-equivaltnts nf
nom—tariff bﬂrrzurs sugh As gquancitaziva restricsiond,
wvalustion systems and QOVeCnnent pro:uremant PLOGY Alme s,
These sstimatas of Laritf-eguivalent NTZ's are avEilahls by
iﬂdu!tr?- After rllﬁ:;ng them to sommediby GTOUpRS, wa have
combined together che Pogt=Tokyo tariif rates and the
tariff-oquivalent NTS rates for bath Canasa. and tha U8a.

Hew Fimulatiem 4 an the INFGRUM reduces the combined rates
TP ero Anc fhan invesricates ihe effecis of crade
‘ibcra.;za::nn on troda flows, and TBal OUtHut and
emplaymant by 1ndu5try. Tha compinad effest of the complene



BESLASSIEID = DECLASSE

IXTIRNAL AFFAIRS = appa:nssoAvsaizugss - ESHEISEwSar -
SHART 4

Eﬂ'ﬂ‘m oF  Camaca=—,lli TaalE
LIANHALTIATION O EReUd7adiT LEVELS, Samaln, -fERI
Y ERLITEIMT S
il _
K I L3
"] []
L S LB
H e
v I !. [
) *
; L]
H o !
A3 | "
; 2
: T -
' 3
- i £
: : L i :
HE i T
L3 mouXl o
. 1 .
a
- Er
"3 Wl
[} | [N
s - 2
qjjI Rl
-] L]
Ll _‘n1
R Blimea TR T TAOTRR B T Gamafs WD TR U
e e Tlan ACinlaa IO oF TEATTON OF WP Cleda e TREC G
Oy SR L ImIm TIOn W TAT T el FuATed OholvadeT STED FFOCFTH Shesfe an Pefums
T Todw OF THALFTL BV ROTH Shasids ANy TR e, A0l EEDMEWEED DV TWL Qs BaF - BT
|

uu*ﬁﬁwuf;wnwﬂ s

‘femdvwal-of the Pogt=Tokya %erifiz and tn"‘”—cl;' ivalent HI3S
eftoudity i 8 fetusilan If daf amployment loss 2Zam 139, G0Q
joms zo 24,000 joszs (see’ Azt AL The loas &f 24,000 joos
i% o EEALLl RumDer gomsarec I3 the smpioyment ef!a:-: af
syzlieal flugtuatidns or the aoroal smployosms surnaves ia
the Cansgias Lafous BRTRat-

11} ameng 28 ingustrial secisrs analyzed in this

Tepcrz, the net srsloyment. is pa::.ive in 5 incduss rial
IMSITTA N0 mEgAtive in cho -recsining 33 SeESSES. ThLs.is

‘apgdcenz “in Thart 5 ube:n~:anad‘an aEpl ay1:n: levaly =y~‘
indysiiy afser eliminacing Cznediar and Amerlzan cRrifd ang
AQmcRArLIs DArTIACY AFR Compaced ED Gaaemline Eil imatas of
ampleym-n: JAevalzs abrainad aficy implementing the Taxya
Round  sordessisns 3y Sota gouncries. The eflec: of
‘néluding noR=Tiriff “mapTiers 'in & frae Erpde ArFangemznt 13
generally  favemrEble o seployment in Cangdas. the removal
gl non=cxriff Harziers will eitcher moder Aty -hﬂ frEnAZiNG
influencas of tagpifl siimination oo esplgymen: or turn ohe
nefjagive lafluenesa an empipyment ineg pa:..iuu ifpasti.
Fha laezes- ef' e34 are Gossrved in zuch ntustrial L LI
ns t'anspnr' douizmant. L*anapnrtitxnn and utilizies, and

trade. The olimisamtian of W82 will, reduce joo lossos:in
;rzmary Pecalz, matal ':br*:a::an u--:::::al oToSUCTE,
timapgn ape lnsurancs, and sther selvate servigas.
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(221 Ha have, so far, saoducted four experimencs =M the
INFORUM under ths assumprion chat shere are no econcmies gf
scala anc that the Soope for mer:ving ;radu::‘vzty thrgugh
enlérging. mafrets in Canadian ipdustries iz limiees., Thuis
agsumptinm goes against the ssntrol qrqunert'tﬁa: BEOAMAE LS
présent ix favour of compiese fZa0 tracs with the U, 5 A
Aezarding, v them, thers 15 largs pacensial din our
Lﬁ:4s.r1cskfur TRaping enefits from szale economiss -hr“ugw
exganding. mn-keta in tne U,5.A, & froe trade arrangemant
wicr the U.5.4; will help rsalize thess bemafizs. To
ancstlgutu che validizy of mhis argUment, anather
#xzeriment an khe INFORUM [s;mulat.ar 5). is coneuesed.
taking ifta acgount The influence af seale eCconcEies on Gur
cimpetitivenads ang an Canagian damestis prices r&lat;ue £o
competitors prices in skhe O, S.A. Jahn Ealdwiﬁ and Paul
Garecki hav! recencly idengd f;ed i€ manufacripring iscus+ries
whzre gignificant acale uennnm*nﬁ do exist ang! nave
decarminec tMair degrees of returns ta-sesle.? It is

- Zohn Balewin and Paul. Sorecki, Ihe Rele- of Scale in

Canach/U;8,. Procycsivizy Diffarences 1n tne, Eanad:ar'
Hamufagsuring SécTar in ‘the 1eib=, - TuSy #10, Esonomi:
Todrcal of Canaci and ascrnomles exist ars: Fosd ‘ana.
jBevarnqas. Tobaccy Frodug=a: Rubber ana Flastics
Ta:t‘lu. Knitt.r; Hllls, Womd: Furniiure anmg Pixsurek;
Faper and Allied: Pr*nt;wg and. Publisaing; Primary
Mecal; Matal Faoriaaei g Mn:ﬁ~nery. ITEOSPOrT
Equipmant; Elfztrical Produsts; ‘Nan-dHatalliec Mineral
Frodus+ts; end Chamidal and Chemigal Produgzs.
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pZzumed in Sipulation 5 3hat =he deciine in tanadian
domestic prices sewlacive o :=mpa.1===: :—::ns. for gdeds
pfodusnd &y ingues sies witn peale economies: LE Zrm o)
zo the dogres of TaturRs To scala.  Exgegc {9 ERLE 3tale
ad; un:mnut. Simulatign 5 i similar gc aizulazisn 2 whardin
==mp‘d:u oo trady with the U:SUA. I asgused. ‘

113} Tha Gffvns of thn ﬂnala B jussmang 90 Canadian

' pxporza %o the U.5.A., ouspus and empleymenc iz fmally
largs: the avegage nat sEplovment faip amounss o ATL Dumil
jabs, as campiTod TR -&u avefage nec~sassx of 13l OO iweag
undet 4 complste fras trade ﬂr'nngﬂmnﬂﬁ with mo scancmize of
mzals {sce Chagk 4). Tacla 2 =;splays indugT '?—bv-‘rdust-y
‘mat nm:lnfm-nt e!!ac's ‘derived from Simulazion 5 owizh
eoonomiss of pgdle, Among 28 {rdysesial sassors cinjidered
hare, nge nnplarmnn: affae*s 1) pas:ti“n in. 15 apczsry and
are magdtive af FATT in rnma:n.ﬂq % sacters. Large jab
gains are. observed .acrags many industzies. In parsisular,
Jiol idgreaies X tubgzantial in epaca (+147.090 jamsy.
‘Bashinary Lndusuzzas {#4£,0407, ::m:nr=:al SAIViosns
{44,000, transmart and ysilities (=40,0007, wranspmct
squipmant [+36,0001] and wond prodyazs {-35,000).  Except Ik
DAchipeEy Lndus*riaﬂ, jel shanges wvepe negaTive fap shmae
industrigs. ynder & ffwe crzde apmAngaméEnt wiihau: scsnsmies
of scala [gimulpti an 2}. Far =zhasa ingdusszies wich negaTive
met im:lcqunt afigces, thm 'nﬂluenﬁus of econztiad of scale
are miniPalt cheir employmenz sRanges are almeat siwilar o

| those witpout gomponisa of scala. Thasa ifduatriss include

| usder :zudue:s* lgarner produsts; =oexiile sraducta:

cloching end sfittliang orlls: fosmicuze-and Iixcures: and

gnemical and chdarizal p::due's.
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- 11 = 7 ; IDENTIAL

TASLE I: NET EmMPLOYMENT EFFEITS OF
A PREE TRASE ARRAMNGEMENT WITE THE V.5.A., .
AFTER INCORPORATING ‘THE INSLUENGES OF scaL. EQONOMIES,
CANADA " 19595 -
{THOUSANDS SF EMPLOYEL WORKIRS)

Ingyszzial Net EEpleyment Mot Engldgmént.
factor : Changes with Changes with-

Economies of Scale Qut Econdm:ss
of 5cals

1. Agriculfiral and

Fishing . 1]
1. FEorestry wll =]
3. Hining: quarrying - )
and oil well. ) *1 =1
4. Food.and Beversges® -4 1]
5. Tobases Producta® 0 =1
&. PRusber products® -4 -6
7. Leather progucts*® =2 =1
Bi Taxzile Proguass” =4 ¥
9, Clothipg & Kn:tt;ag =28, -7
’ Hilla* -
10, Wogd Produssst. *35 =1
11, Purniture o Fixtyres® -2 =3
11, Paper & Alliasd 4 -2
Industiins
13, P-int:n¢ & Publisning -1 -3
) & Alliad
14, Primary Hetal® +14 -4
1%, Macal Fabricating® +4 =l3
1&, Hachinery Industriag - w48 =8
17, Trenapees Sguipment” : =3 * -3
12, Elect=ieal Produsas” -8 =35
14, Hun-ﬂe:nl:;: Mineral +3 -2
PTodULTs )
0. Pazzulaum & Ecal Producs ™ g g
al. Ehem;cal i Chemizal T =i =3
roducea”
22, sttal;nntcus =13 =17
‘Manufacturing®
23, Conatructioan Industzry 8 -4
i4. Trun:pcr* B Ueilities 43 -3
15, Trade~whalesnle & Retail «147 -1
26, ?Lﬂanca & Insurange & -5 -3
) Real Estace
17, Commercial Sd4rvices +d4 -14
3%, Osher Private Ser- *13 e

vizps (elevacars, tsle=
‘phonas, Sreadcasting,
universicias, #ts.]

*  pelongs te the Manulaczuring Segcar

Source: EA/CPE - Simylation carried ouz om the INFORUM WODEL
-= University of Maryland = ¥.5.3.
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The Iﬂﬂlyilﬂ -5 t1n'IHFDHUH TESuliZ poins 43 *wo

ganaral c:n:-us.nn:.

I. A free tradae ar—nnqnmun:r_rnqu: ing romaval- af

‘gapiff Geeviasz Sy Caneds end ne U.5.4., will
rnsu‘: in scme ghors~serm sconemic damage o the
LEEGEE or. ncnnun:: hardsni;s Lo scEe pwaplel

‘Hndar thia cradifg. arTangemens, Casada will. loss

abewe 212,000 jobz threugh rizing- imparzs Jrom ke
u.5. A. sng gala abowtB1,000 Jjeos =a=dugh Tieing.
GIESETS. Altasush the nee joo lossis aEeaundg
131,060, the numaer &f Hdrhlr! whois joSs will oe
affocted, posizively or Apcazively, by & new
triding arrangement end waom will ondazgo e )
vork-ralates pdiusdtmsncs amounsa &3 almoss
100,000, whish 1s arauns 2.5 3 of der SurTens
total work foror. New manpowar or induasrial
ndju:tmunt pragrams would be-nocsasary s& Oullar
The iEpact of jud énangaa in acoe LﬂdJﬂt-lEH oF
sxmUns tieg:

Thers 3Igemy 32 be large potential, at.: -least in -gur

‘manufact urzng recinr, for Tpaging bedafica froh
sgale agonomigss Lhruuqﬁ axﬁaﬂd Ng maTHEeTs ih tha
U.5.A. g, shna, far impPoving amployment .
p:usioﬂtn ia =ho counerxy. Howewer, thase bnne!:ts
will ha poalized over 4 longesr pa*;ad. Canad.an
incustrigs will Aot senefiz from scala BooncmiBs
if shey logk magret and man:ge::al sK.ilila are
digezinution neTwarks =& #xtend matrets in the

i F.A. Develcpisng whaséd akillz snd ZFacilizies
will cake sema elme.
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COMPETTTTYENESS

A Euhdam#n-ﬂl £aczay dmtecmitiing the diseribugion
of tho geing . frsm t-ade :q:uaan sountziag ancering inga an.
gErangemsnt iy “their relativa cnnpq;itivunas:.

:umpctntivanusn i a sult:-d‘mens;anal 3-115 1-1-8
Thraa *tigrs® of compesitivenmss are  identifiabie:

(1Y tha‘mﬂﬂatn:?-nnp fizcal framawork of the
. govgrimant

(2] the indusz:t :1;1 BTTUSTUTe:

(31 {ndugeriss within che StoUcturs

The momatary and fisgal framework. of the
government includes 4xchange raze,, incerest ratés, lnvuls
and structurss of taxation, and public Bp:nd‘ng {for examples
o hyman. and physical infrasryucture; including
transportasion; comeynications, bealth, edueation, R & -0 and
mobility adjuctment/facilitation].

Thé ==up¢t;t;vane:s of the indus:irial styucture
includas: the cange of faelora determining whetkar The
strusture of produeticn can evolve with ghangds in the.
dtructurs. 3t damand ilncernatismally.. ‘Gince the strugsure of
dmmand iZ heavily’ influentes by teghnologicel changa, having
‘s compesitive jindustsisl asructure requirms acprovrista :
puliciss, insritiitions and performanga: regarding
techntological develspmant and adapracion.

The competiciveness of induscries within any
particular grructurw msinly EONCErnNS SoMpAfEtive &astis,
quality aad service Detwesn firma offering 5unst1t4:nble
ditems.

. For apalyrical convenisace, These three. tiers .ane
dearzibed in::vldually. But mhey goe =laerly 1ﬂtef"lla:ed
‘In the brodagiést genae, tolative to A foreign comperizar a
demggzic L.:m of industiy |y not B ewst ar guality
competizive’ 1 it i githar tha cauge @r The victim af
inssitutianal and technological canst*nznt: £ avructayal
sompetitivensss, whila tha latter lg also infiuvenced Iy Raw
whe monetary and figral EOViFQAMANT 1nfluuncas LHHUVEC-DH-
inveatment. and fawe &SI -adapration.

To satiafaccorily address tha guestilon of Zanaca's.
competicivenasa relative TS cha USA would require a
:umpruhqnsivn lnalys.s s %he rnln:zun:nip apoween cihasg
wngfas tisfa and thEir subsumed factors. af well 25 an
intar-:nun:—y somprrison of the przvalnn: DOCKkBgAE oE
fogtérs and. how Bhey mey change given cpecifiz toade
lmhuralazatinn undc-tak*ng:.

Time and resousCOf havs Dot perm:::ud E |
==mpr=hansive competitivaneas analysis including all three
tigra. At this tima, no extarnal scudiss -aze availacle to
us providing . comparatlive analysis o2 huw Canadian and
Amgrican monetary and fiscal paliciss may afiags thair
bi-lacesal sempagizivensss.

Regerding stiuctural gampecitivernsss;: the recent
atudy oy Jaseph 2'Crwz and James Fleex [(Canada Can Compecal,



L : Arraloie _E:TER]EU : : M
\ﬁ" CCH?‘H\!\’—-A‘.

'RPP 1383) provides vory useful insigh=. ‘though che daza-is-
=a 1348L. The parzienlar st inqth.bl tng ZRPP- Atudy, l*u; ;1‘
itd guansifiszcion of eronds, using.Teo imEicaTara: .

- 1) Export Revealed Compagasive hdvantage {XRCA;
_ »ad .
[Z2] -Ralazive Marke: Sharm { RHS)
Az=erding 5 tho study, “TRCA iz an indicator o;:

‘ehg COMDAFBLive pani:tﬁn @2 an 1nﬂutt:v witAih & seungTy”®
e i zhe g2uyasey's ahare ct -n:ld GIFFﬂ!S @f & givan J\
‘ingdustry. ralativa to the :nun:’y 'S share of werld axparts

ef all imduseries. The heasure. iz applied co 71 induscrial
sectora becwsen 19561 and: 1581, snuuinq how the usonemy is
ndjust'nq i 1-] cnan;ua in #ha .ntn:ra.zanal ::m-ab;.;va

environment. The study’s.mosc imporsane ‘Lnd'ngs for cznada-

afe:

= the Sversll Patibrm of changd BS COMpATELIvVE
.hdvaﬂﬁiQﬂ of ingusiries in. Canada showa
lizele stracagic improvemans:

- ‘nepvy relianss on-slow groweh induseries 'is @
princisel weaknesa 3f the, uanutn::u::n;
SFETCr of: Lhe tan::iaﬂ q==n¢HV' irdystTies
arm :nm;ntin; ;nnr-y ;n world markets -h:t
Ers declinipg in -feal sedma:.

- cinada’s pﬂr‘urmnncnozn key: growth industies
vis Eagizere gt D3t in the Cap tal Intensive
Eector.

RS i Eﬂu .=ufﬂr? % shisze of uorld trade. igr an
‘bnouseTy Telseiva to the gombl Cpwd snace ol he unrea largasg
QoA exparIing. ccunt"as“nf XAk indust-y. i3 used as.
] measurn af the 'elatxv‘ whili ¥ of ghe =nun:“y E ‘ndds.:y
e aﬂmp&nﬁ il.h 1.&1 ipduatries in, -h! tares (agther] mejars
L= A% 13 fmuntries.s THW Etugty's main findings sra:

= in dndusgries with high rmal gF=whin -FHEns,
somie uhfavourable crends appaared In Canada 2
mAFRAS ARAars;

- Eanada lquricncad subscantial ahare losses
i -LAQutrigs with medium gruvth raLes

- Canada has aliso lost marter sharce in
incustriea vith low groweh Fasos;

-~ . Cansada's ogzket snace dntaricr!:!d in moar
Lo’ lnd nigh :u:1nn.nqy industries, Sut
in;ruv-d in acma medium tepcnnclogy
induacties.

Canads's sharw nt U.5,- impores s alsa examined in

che IRSE-atudy. The pecfacmafce batusan 1267 and 1¥8l was
csonazally uﬂﬂpee*aculat. Hozt _ndustrius aizher just
maintained o lase market share [a. toae USA: cemens, alaszic
prcdu:::. p::ntnd zapzeT and funnur nraducs yegiztersd
;gaing, few af tham very larse.

oo
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The fsllowing charss, extracted Iram tha IRFP srady,
proviZe srgphic gverview and sectoral idenzifigactizch of
sume mefer sInclusions abobt the soructural compati-
tivenass 4% tha Canadian accnomy.



5.7
- i Industries with h:_gh roaal _grﬂwth rates,
Some i avaurabfe trends uppeared i Copado’s
morket shore

Pércent

19 ¢ Roal Groath in zorid
grporie X Sy
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\_\ ["lﬂl'l.ﬂﬂ In Canada’ o

Maf. Harlat Shara
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i LD, Du‘muu -lﬂ Flﬂlul.l\m Harhut b.lmrﬂ uhira Conade
1426-B1 lena FO71-46° i976-G0 va. 1971-70.



5.0
Conada experfenced svbstonti ral share losses
in rndustries with medium growth rates

Percent -
10 Real Growth in world
exporte (X Fyr)
N ——
51 o .
Charge In Relotiva
Hartet. Shara
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0 __%mmm%%mwm — . L2273
51
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m‘f {.- \n‘ i} A gl

fndustries

Iendustry Sectors ranbad by reol gl owbh in eurrld
eaporta, Choania Ty Coarlas. Helul ve Hor hat’ Canado
Sl i sliowa Iﬂ?ﬁ'ﬂ] brgn 107)-70 ' 19HG-81 va, I1R71-76
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Lonada has aiso lost shore dm——

Parcent
in [

Jndusrr*ses wieh fow grnufh‘a rotes

Reod Grosih & ecrid
exfinrte (57 prd

S ———

Changa in Conada’ns

Nei. Markat Shara
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Indlustr les
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5.0

L anada s market shore de terforated
In most hjgh techna!a_qy industries

Parcent .
£S5 - Reul Growth in merid
I exporte {X/ yr¥

:Ehmgn In Canada*g
Rel. scarhat shorg

J“df‘ﬁ‘- P -.vdr-

{, nk
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& - ’«-“ R Fo0E N
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[ ndu&ll“f Sectora

bndustry Sectors renhad by tachnolagical
ntonaity. Chunga inoorhat share ohosy . Canmba
lyt6-01 lese K19TI-76 . 107G-00 va. 10871-78
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5.14 ‘ o

-~ e — — — dn some wedivm téchnology indusiriesCLaonoda- — - — — — — - - - — ——
improved its shore of world markets

Percent
15 Raal Growth in mnrlgﬂ
axporte (I/ yr)

Aelepprm—

Change n Canoda’s
Hal. perhet ghare

1
+
Indisstry Sectora
dwbruloy Suctors Favked by tackuwlogical -
Iniena by, Lhowe Lo eorhak slus-e chora Lonabo -

1O76-U5 lusa 1970-20 1976-80. ve. 1974-75
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5.12
-Substantial decirines in marhket share
were exper enced in almost oll
low technology indus tries

Percent
10 : ‘Reni Groneth in worjd
sxports (XF yr} _
.5 ,
' Change in Eun_cﬂn &
Hel. mairhel ahur'n
D 222
‘.
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‘ﬂ;\a‘f:“‘}s;q i ‘P' M o‘?df‘ . Ul in‘d'b > id:}rb\' ‘
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o Ve A Al 'f’ et

- Industey Sectors

industy ‘¥-Seclure ranlued. by I_a-c:hnnluqh,ul L
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107G-Bt less u7i-76 1976-81 ve. 1971-74
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fLonada has tost macket shora-in every indvstry—
- - group except the medium technology/high grawth
and the low technelogy/fow growth groups

Ehanga In Rolot fve Horhal Shore (XD

:ﬂ-ﬁ: - v AlNgphi gtniiir rarkaty
A #ore thon 6.DX
mnumm groeth marhat
" e =2 WA leLegen 4,9 and B, b2
o iy ' — ]Lo# .gravth sechato
: | fkalon 4..9%
. ‘ .
s LA
al “ﬁa
K3
Rad I
B
} e
- '

W HELIBLIW Loy
LEVEL OF TECHNMOGICAL FMIENSITY

Bira shoe v iy chaoye 1o cuboblve ‘sorhel
slaww Froe J8FE-T6 Loy 1976-61 far n!l indualrles
i dba culagiey )

. Aanada
g2y = -1Ral

L
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= 1]
¥hite world exports grow fn real terms
between 1957 ond 1980, Canada lost
market share
Canadlan Market, Shore (X) Totnl World Exports (1981 ¢ 8)
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5.4 _
The competitive position of most
figh technology iridustrigs detériorated = o
cfur-S iy 1976 - 1981
ﬂltqu'gn' 1Ty H‘Hﬂutlﬁwa qu~hﬂt. Slwra
5

K
—1. 58 e 7
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The avidencn f=om the IRFP snudy indigates rachar
neriouz profblamg ol sareefural :umpat~:1venqs:. The causes

‘deserve datailed nnaly'*:n‘ Abieatine, =0 determine what

cpusal factors in the I¥67~198l pdriod would He oparativd in
The future, parhaps: aﬁ!a:tin: tha stsu¢tural ud:u:qmunts
necessary. for Cansds To aghijicve rie parentizl sconcmiz
panafits af a moe competitive HOrsh American mazkec.

The sectdral competitiveness analyses undartaken
uithin-availnble time angd resoqrges throw sqme lighs on
faororx nffossing structura]l shange, and thuy EASE5S The
evalution ¢f gelative costs butween Camats and the O.5.A.

Twe approached are anplayed:

{1} survays ef figld knnuleﬂge gnd .pin;nn; and
(2] seAristical anslyses of Gompardvive CoSTI.

Pma survuy: wf fimld knowledge inciuda 4 standard
ques:lannaira Bdoressed to che Btaff of ‘adu—n‘ ;cverﬂmen'
departmenss most familiar with the ssezors andlyisd [list
ang Hucs'innnn;—e attached), and’ the raports af the
Depariment's eansultacions neld with ipduatry bBetvean June

-and Saptember 1983. The questionnaire waz alsg: aiscribuzed

Lo provincial traok officials for informacion, with a verdal
imvitacion far input of pravineial expeTiise ¢n sectors of
patticular consern to thedselves. Thard vas oo feschacks

The guestignnaire msked £oF esch sec=or:

- 1973=I%84 ourput, employment, impores and -
axports: (some departmenty used L300 25 tne
starting year):

- stoustwral charaviapissizs- { concenzration,
lsgasion, s@nership, Boirging ard .markecing
ganstrairty wishin a THNE eontex:, RbC effary,
fechnelogigal development, mnjn: itrengLns
and wenkmEases i i

- meTket AcCess - impediments and
wulmepadiiizies: (tapiffs, NT3s, requiscorny
myasuras, potential procectionist. threavl:

- -putnntznl Lm;ac' of cragde jiberzlizacion,
agsumingitarifis removed over five yeara {ror
18x7-14993, ar another explisiz transisisn
poricd (effsct of tariff removal an imparza.
sxpacts, smployment, on domestis or geaer
foreign QroducerTs.. an investmens by TNE's !

- ma 1oy nagotiating snd polisy -issves:
tipgleants, spoeiai acjus:mznt
considerarions, contingancy protescicn
issues, ehanga of sxisting apecial
ATTARGAMEN LS . suscapribility to Jommstic .
pnlxcy &hangm, non<federal responsifility.
nead for spwclal undertakings fram key
‘erapsnationals, regulatory matzery).

The seacigcical analysis of comparative coszs was
antzn::nd with DRI Inc. t& axtend .and deeper the kind:of

TS EXTERIEUHZS
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Canada=USA. unit ¢ost comparigons which the fimm provzdos
its Quarterly pudlisation: "Ige nnnu.a:*uter s Anuly:t.

and produces estimates of comparats
vished to have g comparative cast Analysxs vnxcn is bdoth
more disaggregated and more comprehensive. Available time
and resources pormitted a 30 indusiry eeczor breaskdown, and
for each sector camparative Canada=-U.8. cost analysis for
labour, capital coasumption, intersst, incdirect taxes and
the sum of material input costs from other sectors. Return
to equity is a residual, being the moasure of profitability,
and tharefore not included as a cost, though clearly there
is for each incustiry scme rate of return bDelow which
rescurces would eventually shift ina2s other activities.

Due to praczical considerstions and s:tatistical
limitations, scme level of aggregation Of {tems into
industzry Qroups {5 unavcidable. Inter=-country comparisens
are mQfe precisc and nore meaningful the more dis-aggrogated
they are: howeves, the greaater the disaggregazion, the
greater the difficulty of drawing general conclusions and
the more sericus the data consiraints. At the aggregation
level now feasible, the {tem composition within each seczor
would nog nocossarily be he same between the two ¢ountries,
nor would all itoms necessarily be traded signifizansly with
or withous freer trade, and they could be complemenzary or
csmptzi:iva geods. The analysis done ners implicizly
assumes thas vitn trade liberalization all items could be
competing with gfazhaer than complementary tc each other
within corsesponding sectors, and that the sec:Iors are
comparadle anough for inter-country SSmparison td dDe
meaningful,.

The ORI approach for each secIor is as follaws.
The goods producing part of the ecancmy is disaggregazed
inte 25 segsors, largely e¢orresponding with the medium
input=ouIput aggregation Dy indussry for Canada., In
addition, I sub—-sectors are also analyzed. DRI canformed
the produc: composition of each sscsor for both countries
using its inpus=cutput data Dase £Or the two couniTies. The
bdase year is 1571, at which time re Canada ancd USA dollars
tradec at parity. DRI assumes that puschasing power parity
alsoc existed, (j.e. that in 197 cne Canadian dollar would
buy the same amount of rmal product in Canada as cne USA
doilar would 2uv in the USA). This may not be true, raising
& systermatic comparadility issue which cannot be
satisfacterily resolved in the nsar future. The real cutzul
sories is developecd for each sector through to 1984. The
sources of real cuzput ¢ata are 3ne large version
inpuz~outpuz tadle for Canada and zhe dJdata base of he
Bureau of Esanomic Aovisors (Jeparwment of Cormerze) £0r the
USA. As the Canedian I/Q zable. is published only o 193¢,
and the BEA caza to 1582, it was necessary o extand the
data to 1984 by other means. For Canacian output, CANSIM
ceal domestic procuct by S5IC number growth ratas were used
%o extend the 1980 cata to 1984 by sector, and for the USA,
BEA preliminary cata for 1983 and 1984 is Seing uvsec. The
DRI Report will explain the daca series extension
methocelogy ia detail.

The current aollar cost of material inputs [(i.e.
materials purchasas from other sec2ors), labour, indirec:
2axes, interes: and depreciation was develcped anc

e = AFSAlRES Exrzz

iz,
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aggTagated for sach sgetor. ThHe SOUIGH dB%aA iar, lﬁhour
SBgTE, materisls and imdirsct tarss sge the Canadian isput

eysput tgples va 1387 far Canada .end BEA for the Usan

Tecfiniguss for estimating -1vdd es 1984 (Canaga) snd 1982 to
IyE4 (USA? will Do described in LRI‘a Rn;ar:. The Canadiin.
Hatz foF incarsst ams depreciation comes Srom Canadian
cdrporater financial arptisticy, and is weed ‘in those Becsars
{most of thenl for which DRI detarmined chere was sufficians,
ectyral concordandss betwasn Ghe establiznment-Zascd dais
[usad . for all nan-f*nnn:zll data] and tha corporaticn Dasged
data, usod for intaresc and depreciatianl: In
potrnlaumf:ual produets.mineral fusls. sransporracion

aguipment and motor vah;clu partE chare iE Llnadequate

danesrdanta because the corpacate basiz :untnxﬂs af
AETEYETY Product mix which differs slgnxixuan Iy from fhe
aataplialment uut;ut aix menzalawg -An ehmsa gaeTord..

Whan aach Sountry” x roal Qutbub per aector par
yaar ia 4ividudointa izx cnrraspundznq naminal cost maries,
the rusult i the ﬂnninal cost (in national dollars for eash
[{=1FF, 53 'yﬁ par dallar ~9f that countzy'a real ouiput. The ERFY

it soET dats ia zhen convertsd ipto Canad;aﬂ @ollars at

tha average annual grchangs rate tf yield & seriss of.
Tsxchangse :atu sefjusted® ymit output oomfs. Thus twa saries
af unit CRAts are nvazlnnln: one in. national curcencias
uafnre u::nanqn TACE cﬂnvtrsxun. and the other in Canquan
dollacs af+er converaisn. ’

DRy chan caleulated s comperative measure, belng
tha. percentage by which Canadisn anc Anerzbnn Unit g3ty
Aivargad, It izl

Senadian minds American Unit Coat % 100
ANASLEN KRit-Cast

THis iz dond for-unit costs Deiars and afcer

SRENAMIE TALH adjus:mun The purpose of makisg this

dismamexzion is o gain snmu JAnsignz ince the vole of
curTency adjustoent on tha svqlutian of comparative codis,
by :amparinq Wmit cosTd as s parity rate wizh those at
agiyal raced of wxchengsa. atwean cha two dollarg, This
persantage unit cosr divergerce is the'ehd cesult of fhe
ARArSLES .

Inisrmediate Tesulis per sector alza availabls:
from the DHI data- ares

. b1l relative unit costy for sash component
= - 7 (material inpucx, labdur, indizegt taxas,
interest apd depresiasion]s

(2] pr:duativitr.per unis f labour [real autgus
POT smplavee year), and:

(3} che base data per soctor undefliing ifhe yniz
coat and sroductivibty calgulatigrs.

A nore an #xzhangs racs adjus tment and its sffeot
gn oogt . gomparizons i I ocrder. The sateripl cosz datga is
rocorded in national curtancy uniis. and would raflers che
effpcta of :urren-y adjustmant on the recarded cast {in
lpcal :u;—nn:yﬁ of ‘imporIed and domastic matarials.
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YAus, is sho wvenz . of o devaluaticn, 4up‘rd .1
upon the imnors SOREEES SE4TR-of £OLA) sazarialy in the
sector and Fuem 9f davaluacioaw=iadyzed cost peES=th¥sugh.
some portion of absarvad saps a::ala.:nn im Ehm -
*erreeIchAngd Fase od justad”- unis smne series could. :a due
o devaluaziony unntan The saries douy =1 rnflm:“ Huzely
Caradian-orisinacing =oec diffgrences aa il 4n9nlua::nr
haust Rappennd. Thia affsss-cennst 2w easily or quiskly
isalated. It may oe paviidularly significenz far gesLITS
BucCh & tranapars iﬁu.:mant and n;nu:n‘ funlsr where the
impart canraft ef the dormign currancy valjstisn besis of
magerial iagusk may 5¢ relatively prondunced, The Appandix
dovglaps this questign, and scher .tochnicaliziss q‘ the ara
&nd poSL waEBangs rate adjustad data tn Befa dagall

Amsults of Aamlysis:

At this wricizg, we 3i3%ly desgcibe whai whe:

'ra_ativv'uﬂi' sost dota shows, withauft showing how (TP

.undiElY;nq Laes sy’ geniribyie ©3 tha- Fasylis. ThEAE

cbagrvarions will beswme. readi 1y apparant with the caliivary

af BRI'z.dapor:, gantpiaing tite asripd graghs fof all
relgvans, veriasles. (THa ORI 'upu.. will not provide
afalyaes &f wiy the undarlytn; vaplinie=a Sehaved the way

“Emay ‘did in wacy coungrfy. (IR is sn exercise illustraging

ol Ee Hau:nnud. nat: und-r'nn :ng the. RUch WoTE _:mplg:

"lna*g =xl t2gk &2 :n::;nq HY?atnn:ns 73 to th‘]

tniz ripat* #¥ resulzs éhaould S Teas w‘tn Tapld

‘1. UE;:h showa fcr cagh sacisr che evolunion &£ persentags

’!djustﬂln:. Eha nnna;;nr'-u

difZerence bertwoesd Canadian and American umis. sosid Deivweso,
1872 and 1582, (It will be ¢==plntsd £3 138+ ongn. he D5X

A2%% Sogsped svailadla asrlv fQext weed fog 1J43 gnmd 19841,

Brackered dotd seans tHat Cansca 3 SOXG arpendive. tian the
USA. PorT ess=n sector, the *N" Tow-is Basaed on natianal
suzTency .unica baford BISAINATE TELE adseaTmont, and the "C7
= X =azed o uanaﬂ‘aﬂ daliars af-as @xchenge TATE

‘ mAany LMAS UNLG SESES weTp
abouz idaneical,

Tha incuszyiea pasizeyed in Table 1 zan e
agprosreed faeg five disiinct cacsgoriea adzording =2
pastarmange hiszacy, Zre. srchanie race ad;us_mnn:-

h;::nrlcal ¥ =nmputL:va .ndus:::us'
incrnasan- T1T) enﬂ:e:;::ve imdustries:
L4] increasiagl v coRpeTitive indusTries, anc
1%) remaining .ndus:'1a=.

'l.-l-Nb-'

ti
[
[-

Histd?icillv UResdoeeicivg Tndussriss

g torw t::hnngm Tace adju::ﬂunt. farada wag
L edcla-

-qonarilly atd B3 arifisantly noe casteotmpecitive cear mOST

or all a# ghm ¢==par1:=n Pafizg with réapec: oa:

lsacher induatzias,

alathing manufagiure *

wid LaduiacTics . o ]
furnituze ams ‘"xt-rus 11974 onward)

pager and sliied ipguatsigsy (inclusiag suelgl




-1 e e COMETRENTIAL
' . I
. primary metal industrias. (including mactzl
‘wnamping)
. chemiczl produsss {excapy 1974-187481

After axchange rate. ad;u:tmant, far the abowe
ligead Incusiries the following held:

apxeeitive from 1977/78 w0 1932: lgather, **Qﬂ:
przmary mc:al industTies and chemiza] produsis

sTil? ymesrmeesdrivg, BUt lesE no: elothing.
furnicurn and LiXtuIes, paper and allied
ingustriss.

Historigally Comoetitive Induscries

Before ex¢hange rate adjuscmént, Canaca was
aignifigcancly :nmpe.i:ivﬁ trrnugh ali o8 most of the
analysis paripg with rEsSDect to;

fishing. huAging and tTapging

matpl mines- {¢:=ap: 15817

Lobacco produdis '

~pusber and plastis producis {excepc 1wHi and

m.m mo*

1883}

. aynthetic textilsas lexsspt 1582)

- motor Vehizle pnr.s and asgassories (g be
reviowsd)

Aftey sxchange rate gdjuscmant all of ane above
wyLe s;;n:iz:nntlr mare competi tive.in all years. The dasa
on meror vurxclu parts and agemgzariss 3hows unhalxevably
lower umit ‘coftx ‘In Cana:a from 1974 qmward, ang is bwing
roviswad Sy the SonsUitancs.

Increasingly Less Cowoernizive Industries

Bofore. ¢xchange rCAth- FSjustment, the tullav'ﬂg
industries wera, on tha wAdle, _:nt-:umpetit:ve in thesazly
pact of the szuay pquun bt Secame ingreasingly less.
CompETit iva. ar uncompetisiva over time:

. agriculturs

farestroy

nom=matallic mines ang quarries

fzoo ang ceverages

coxtile induairisa

kn;:ting industiios

princing and publisping

metal tabrigating

s a eleuﬁr;:al ProRUCES

. nnn—m.ta11;= minsZal praduczs
iton ang stesl

Aftar a::hangu TEED ad,ustmun' ‘thay bacams
sompeLizive EACERE fa: .:rﬂs:ry and taxtilas in 1222. Far a
rumegs af sesicrd. the margin of coac advantage was racher
alim, asnu: :ally .in‘ths early l%#0s.

Imeraasifaly Qermetitive Ipdustriss

i FANAQATL guipmeni.
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SBefize gsafangs . TATR &djusrzment it wa¥ nocd .

competizive till 1579, —%her secame competizive for LITw. r's.

2argin of tompetitiveness’ wax imzfgnificans in 1377, 1598 -
1979 ana 198i.., Afisr a::ﬂan:e Tats gdjuatmany li wag
uign'flﬁaﬂtly coMpetitive frcm L3ITT anwird.

Ramstaihe Industﬁizs

« BEChInRCy
« petroleum ane coal pzcdue

Mechinery:

Bafotwm gEchangs Ta%y edjusmment fos
aﬂmpctitivuﬂuis“lﬂ:!ul:uﬂ wichin's masrdw margin £1il IBEZ
whao 1t Secams nign;.::nntlr un¢:=pq:;.1ve. A‘-e ax:ﬂan:ﬂ
rats adiuyswiont, iL vas e:mpe:;:zva in 1362 as weill:

Petrolgum and Caal ?rudu:t::

Ihess industries were daegmpegitive befare ard
after sXchamgd cate ad]hs;:en- ‘from 1974 so 1979 lnea
Gha oefaze grcoange Tata adjuscment in ‘SB ura lag2. ad=ar
nn:ﬂanqe rate sciusTIant Shey vers :um—n:. ive from L37F.

Sumrary ‘Ubae=variong;

QL ‘tha sairty apcTar and yuLcIACTTOT STOURS
tabuldewd, ik ware Hissaricaily ﬂnmpft;t:vu Salore michange
Tare adiuAtment, and ona DtMer Decime ingcseasingly
sompetitivae oves timm. The romaiaing THenTy=LNree SRCTOCX.
ware. sitier uncnﬁp«t;*;vn ar i{meroasingly uncomoazisive Gre=
time BefoFes axarande Tage gdjuaToent, fqlying heoavily om gne
axcnnnqu 'aTO pdiuscment 3 o campegiive. Nocwizhitanding
the gual i‘iﬂﬁ MATUre aﬁ the pre odd pos: exchange
==ﬂpnr1:un; 1Hav1ng Lo, 4o Wwith: Lome dnvalua:-nr--nuunnd
ipposted LApUE cost distopiion  in Ehe “ure grghange CATE
sdiugroens sEriesti. it a@poa“s that waa gXchang® Fate nix

playwd an important rels tin adjdgzdig- whe ,umpet;::voﬂnss ot
Cnnnd'aﬂ veriia Americsn products, aspectially sisse tye’
latar 1370a.

Whether =he exighange Catd -would santinye t3 play
this role imthe fuzure 36 an is3ue whien  requices muen
dnajiyyis af what aa-urM11as FXclange FARR @fvementd in nhe
Iangn' B ‘Gatuean ho Cinagian and USA Zollars,

. Wizn ‘péigazd iz eopiovment . gned $ali swing”is a
.anulat‘nn :f 1544 ¢upl=yment far wagh of the five
Lﬂﬂuz:..al par-arﬂan'r ‘eatagories: 41==us:n: BoOVE

n




= TICUASSE
. coeenry EXTERIBURER -
¥ CDNFIBENTIAL

. oy L. e

Endystrial ‘CRTEpETY 1984 Erglgzgqnt j=3

Sufz—e Bafore Exchange Raro peTaARs 7
) d]uStmuntl

Histsejcally Unsomperitive . 587,000 negetive fa B af
Incuszriea- ’ 7 BecLars
Migtorigally Competizive 1sy, 000 Aagative im I of.
Inﬂuilriil (1 5 mactpss
‘Increasingly Leas 1,348,000 regazive LIn 9 af
competitive’ 1l seszars
Ineraasingly Competizive 171,000 negative
‘Remaining Indusiziss 29,000 negativa in 1 &f
i pegtars

t1)- Emplayment data faz fishimg, hunting, trapping net
available.

The sum of amployment lisced aoowve i ‘2,368,000,
Thisn doudls caunss Sucw-se8cior with sestor pariortanse.
Withaut dnu:le—:aun:;ng. the =mployment cotal is 2,247,000,

It appearx’ fzom the abowe tabulation chec mest
umplnymeﬁt in che Canadianm gnnd:—prudu::nq secLoEs i85 in
ingustriss which ars exshaage rate fensitive in serms o

:ma;n:.;n;n; their :ﬂmpe:itivcnassr alza, the Eﬂplﬂfﬂiﬂt

“trend mAy bwan nnqnt;vu in“BQsT secTaTs even with'

4

devaluatian,

f, The Relaticﬂsﬁip Batwgen the Ex= rangu ‘Rata ane Pre
Varsus ‘Past Eaghange Rate Aciustnd Berzent Unjt Cost
Hifferances

ORI Inc. chose the Cinedian daolliar as wne  common
currency and exghange Tate gdjustec tha UIA vuluﬂﬁ ‘L the.

Earaq;an value AT Che aOnual averade &#XZNARGE CATD K11}
tould nive gone the raverse withour aflecting the
relationahap. ]

Hherme:

o=  Canadian wnit coatx -in Canadian ¥

am American unit soscs in USA § (beFore afly
a:nnange raty conveErziam o Camadian asilacsi

-1 the exchanga Tate {scnﬂ‘par'sus1 i

a=  parcent .of cpat difference: Canaga minus USA
-rulatzve o Sanadian cosis in natianal
curransies At par

B 4par=nn: af Tost uiff&—en:e- Canadian winua
USA relative to Canadian =osts in Carac: L an
dollars af:ier axchanga =a:te ndjustman::
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- =14 = Padat il bt a0
N L LAt

) The ;ys'ﬂnatic E;atiaﬂa&;: Jetwoen the grzhangs
| Fate and sAg divIprence 1 PErCAnT WRIL oAt ACvRAtade
otwsan pAT Bnd acjusted SuTrFeAcy vaiues is sz follows:
\ ne  {g =8}/ ¢ : {1
em (2 = Bal 2 & {21
L fig~at ya )= {{c=Dbal /¢t mn=e L3
which CRGuSad AT
| b= 1= 2/4 (n =0} oF, fi#ﬂ
. o=, l= (z/8in =8} T
far grample, aasuze:r cw=2, ‘a=l,d, Sel.2, shen A%, 32 and; a=. 04
by tdentisy (4)r 1.2 = 1= 3/1.8 {(.2% ,04), or .2 = ,2

?ﬁrhalqy. the persent cifisfsnce in 2w exchange
TRt 13 egual cot BE® oinug zss- &xcnarge-ad]-a_nﬁ pEISEOT

uAll ¢St diZrerands times Ene rasiqocaf Ganadian tn American

| umit coat lavels in pre-acjusted local cusTsady.

f IIl. Elaboragian &f the 2ve and Post E::rangu Rata Ad;us:nan'
| :ﬁmga-lsnn

By fixing %hg :u-—tnclas at serity ovar cime whan
L the sougge coIT cata already xrcatﬁeratan a4 ihflasionazy
| affaes o=n. meur-su lopuss of Telative cavaluation, e time
pariga af- rﬂla:.va umas smat avulutxun a%- par:*? valut: 1%
aeE a clian ::nparisan @E felati o Samt Qﬁan—u in domessis
| valuea aa ' if devaluiticon nie- foL: occuFed.  Aacher, parT af
the czst daﬁf!rnn:a Zay e dus to-che duvaladeisn itaeiz,

. . . Far ésagmpld, let ud sdgumi that -the amly import
gdntent (@] 3f & yeciar comda fras ihe UEA, .tz is 20w &2
tHat segmap's £s :al mazeprial inbut ‘tases (o) (say SsLl,
macorisl. ippuTs for tnas se¢ior SOST the same i4 Both
@ounifies in dational furTencies SDefurs Eny n:,us:nan L
where is full pass ihrjugh 'of devalyszichn in matefial ¢=sgs,
tha nxﬂhnnqa raze (bl Boves frsm pnr*-y .a 1:i2 baguesn tims
“a® gpc "i~l%, Emsrs ire no lﬂdiru:“ or ihduces ‘mpac-n ax
dtvulun.;nn ar athur ¢pats. And as onher Iost iaflation of
?uﬂf.y domestic factovs wauld have cc*urud satwesn "% and
Aomln
‘ i

With coese simziifying l::um"nxars. in wear Sy
eha Canacian mateavial casc per wyniz of cutput LA S, 11
poaf Taalf Qe changed By wirtue of dauaLua:.qn BCCTTTING
'.=1muln TERT

-

|
crmefn = 1t = 54,16

in the Canacian dallar dacs. Thus if we assume that "a § 13
a §7, a8 EnC Parity oF pre exclange=aciusted sarien ook,
ThE Zaradian carta will show a cﬂnt “sadvanhaqn =»lative i3
whe USA of 16 gesty, This is purdly Sbe 2 davdluacisn, adc
‘not ta ind lan':n of lozal costE. doweves, wnen Camada
competes wxb. cha -US% in those qQooda; Decauxe 3 sewaliacion
has n:”urae “he aqLivaaant American <SSt In exchange SITe
ad:u:tud Eanad‘nn amtiars is ta:.t:lnt41.i..;:uﬁq.:u
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Replaging thess values in formulas. {1) and (2} o
derivo per=ent diffstengos of competitivensas pre and post
sxchangs race sdjusEment

In che parity series; by formulee (1) and (6) for
Canada: .

nu {4,158 = 4) 4,18 = 1,854 uncompeeifive.

In the akchanoe rate adicsted gatfiss, by .urmJ;au
[2) and [6) for Cansds: o

ae (4,168 = 1.2{4] /4.16=15.4% mors competifive,

The above lusks 3t competitivensss from the

) par:pqci;vq of what happess ‘in the Canadian marker in-

Canadian ggllaras . Exagtly. tha zame rélative rasulr ia
achievad by looking =t what hoppans t2 acompecitiveress ‘with
devaluag.ﬂn from ihe pargoective of mne amﬂvicaﬂ magket,
with cneg basis ¢f 2ommon cuIrengy ¥aludtion Ln S54 20.lars.

Hi:n-aqvalua:ian4 che cost in the US macket
DeCImes: o .

{awmetoml) } /bS], 466 (formula 7],

reflacting &Me discount o the Canadian por=ior af macerisls

in Us dollzrs afzer the devalusziion plus the U5 dollar wvalue

of the US input, also saloulaced bys
C{l=m] / b+ 3= §I.466 {7R}

Tha sxchange rate: adjust&d data wol2 sgrregsly
portray Canaga's gost in che O5A 4arket as if fsrmulae (T

ar A T&Y neld. whila zhe parisy [pra-nd:ustud] data wouled

3w CanadiAn coais as f farmula (6 -heid Conwarzing
thesge voluss int= the percantage d:ffe:un:e fzrmulae (1) and
2.,

in the parlsy sgries. as ahave, ne3, 58,

In ths exghnangm race adjuszed sn:in:. ysing
formuis (2)

enl I 455 = &) I 4EE = 15,4%,

idenrizal wizh the p*uv;ﬁus exchangs Tage adjuszwd resules
iCanadian mArket perspective;.
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‘Actached ls a firzc rough dus as guantacive
Canada anz U.5. NG5 gstictaea.

3 Thu purpass af quant;!;xng ¥Tas is no: o
4ELAMDL an aEIUTALE poOLLs ayel of praolems ‘:c~nq Canadiar
ar 0.5, e:;srtur!. Aazhaer, iz is io peovide an
ARpproximace staLiscizal escimate., 4t & fairl ; AjgCegated
‘imdustry lavel., of cha level gf preeeczisn sffordec oy
NT2s: thesse estimoces ace Pn,. Burs, far use in mdo=a
=azonomis asassn&n: af. me&:-s 1] HTB lL-er:‘Lzahxvn

A Tha seleczion of NT8x iz a funstioa aof sath ‘the
.importange ¢of barrisrs apf the availasilisy of

,..L.Lﬂ'l'.l'l‘ cati ve. @AT aMt&i:
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EXEATT
Sgs, T

oy Wigaing ‘ars
ﬂTﬂmﬂHtS of Lhe Autopac: {sajeguards) wnizh may ac: as

Tiers, and auto YEXs (Canadal wihign asgly eni f
Lnd:rnc ly. t3 Canada~y.5. trada. The effsci of
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a. For both gountries, total NTB protecticn is
aancentrated .in a few SecToTE, :
B A
EXEMS 1
. A

Nevertaelgss, the tverall picturu is ene pf commantrated
ard stharwiss relativaly small 873 protegzisn at_ihe hizh
lovel =2 scrracatizn agvailable ss. zresenz,

. Put ansties way, while presenczly estipmated NTas
dre eairemsly iopSETant. e MARY gpecidic imzugnyies, ‘thais
cverall impeItance ts tfade fliwa is )
;iukti'==n:intrlteﬂ in & Few sgntcIi. .

EREMIT
1. See. 1510 |
B
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omE VESEAYATIONS ON NOM-TARIFT BARRIERI AND
THEIR USEIN CANADA o

.‘n.rldrw R. Maroz
.Im:m:.'r.i:mai E::mmlcs ‘Brogram

TASLE A !

Clazsifiention af Government Practices Cited as Mon.tariff Barrieey |

Tive
Major Crsupings Type by Function by [ntent?
1. Govemnmen? ) Preduction Sobsidles [
’ .Flrm:.plqnn i B} Cadital Subsidies f1
Trade ] E:pﬂrt Subdigled Including Subsidizied {
Erport Finanding
d] Du:umnn::ry Government Fusayrement Praguices |
e!  Stare'Trading I
£} Tied Aid I
g  Exchangs Rare Remrigzions b
hl  Governman: EAtrepretedrthipy’ I
il  Gavarmmm: Finaning i1
il Qovernment Jodnsores Su‘:s.tcu:r‘ RED [1
4] Government Jefence Programs’ it
2. Stindards al  Yariation in Haalch Standarcs and Requirements 1]
: R Produats
Bl Variatiamis Health Srandards and Ragquiremanss 1
Gave:ﬂmg Frﬂﬁu:'.;.ﬂ nt Coars
¢} Variation in Packaging and Labolling Szandarcs 1
4 Marketing Reguiativns -l
&}  Yariation in Weighm and Mewmres [t}
I, -Spesifie 1}  Quamsand Ouier Quantitarive Refwainty. 1
Limizatinng Bl Bliateral Kgre=menis it
Primart]y ct  Perfarmance requiremencd for Comestin Seurcing
ALlrezing ' .ar Eapartng 1
U Quantiziay d  Buy-Oomestic Campaigns i
G, Speeifie al Yarishie Lavies H
Limitaticng Bl Ciinimun epert Priges 1
Qperating ) But? Remisuon Programs: I
Treougn Prics d] Su:pir.-mm::l.rv Tonport Charges H
M eghanism 4} Anti=dumping and Countarvail-Outies !
Taxation Sysiem cal Man=Meutral Sarder Tax Agjusimenty [
=) ‘l’a.rl:.l.u:rl in Indireet and Tires: Taxatfian [HS
&y Variazion uy Oepreriation Alzthed I
dl Til{efent Tazacion of Sxport Lndus..,r:e-.-. l
=) Tax Cr!'d:.; and Repbtod m-



| Elatsifle=tioe of Govetmeyr Prassicm CIted 18 Non-taril! Bypise!

‘Majer Groupings Trpe by Funstion Ay :::ﬁ:z‘
\ - '
G Cugtoms. Ang 2)  Curtams Yaluisisn i
| Adrainiatacive bl  Quxsigrny Cliassiffeqtizn 14
Enery: € Dilfsfeners in Custams Valiation: Syrioms °f

A :"l.i;ﬂ are Mpaaures And regulaTions. wien have been ceported by SATT sigrarories az

2 Lr may; :.*.:u:. i3 e T lazislarion er sdminltirative pregrtgLres witic detoririse
wATther f.he mdu::m melMrE S aed 43 4 man=car L Sarsie in any giver SSunTY.

I Treel - Menairey desighed primartiy 19 orotest dimestia indusry

| ' fparm impart c:mp:rum,mar - svtng'nm :amu.;c
igusssy 0 Tompeting  with iMBersT oF Sompating. lar
AEEOCT. Mariotly

Treez il - Tragn, d.;tnr'..ng ‘policies and :rur:"u:== wihieh are imogasd
pnm:r:hr witn 4he  jntant, of deaiing witn Spn-crade
relited arabigms, oyt whizh  dre seriodicaily, and
intemticnaily emplayed [or. 2‘!*(-5:"1:‘-‘.."‘1‘ IurpaseEt.

N. “I'.j-.-pq;ﬁ - Poiicies wnd actices appiled e:-:tu::ve.::r far s@Retoide
' refated reasama byt wHIGT unavoidagier e o gigaard
IAtorRALIGNAL compEtiive Sondiiion



f. Spencs 478785

. Brief Summar=y of Hethcledecies Usad 1n
guartifving Individyal Nepmga=1 55 Saprisss

{1

N

JFor preaent pur;:sas. WIBs ar=m div‘cod irze
subsidies [incivdipg tas avpergicures), expsr: NT2s and
s*arice HTB2" { all gthagal.

Prife NTHx

The mest important of taeas, quantizas Lwely. arﬁ
guartitative yestricciang [Suctas; VIRs:ecwc), &4 szripinmats
Proguismens praccicea and $es pFoTectivs .eazurss =f L#p:rt

valuagian Systama.

Tha approgeh. £o qunr*z icatisn iy &% ast imatg :ha
==tal ¢egres cf prise pruta: icE &r mEEiff pouivaiarn: [TE
sEi=toed a simmodicy by tRe iATFSguetisn cof she NIIC
L = AR, (1=t} ial
B !
whare Jo @ price. ci imperes
L s Tariis

Giver Lhae tha Impers u‘asﬁ.a*ty s demard-gf a

.c:-"'ﬂl:-d].:jl", E!ﬂ. L] gﬂm‘fﬂm whare T U quAnT ey = L-ﬂﬁﬂ-—-:ﬂ
LPa/Pn
{4} can ho wpister -
Ik = ¢ = % (1+8]
I En

Gererally, wstimates af zarifis apd impers
glasticinien are ovailatle: wnat Ls lals % - astimate La€
impact £ Ens& N‘E cn the quart.tf “f AmpsoTis,

"I. targely ganan frzm ALR.Mgozz, "Mgtneladsgisg for

Eatimating Nen=zariff darciers.” [.R.P.7.. Qttawa, Jure.
19ua,
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Fer guerticetive 'n::—i:tians, t3ig 13 dome By

pr*jeetiﬂg Ristarizal lmpees volize =r market shars toarmdg
p:i@f L NTD ;nn:u;h.:n 4ng somparing wich sctusl imper
uRdas the 4T3 pretass igs,

Far - prﬂeurﬂmur‘ #rn:t*:n:. Las aa:u:p:i”ﬂ L5 m

that gUVAITmORT'¥ average LmpocTr gropensity '
{ ismeres 1 wetla be tielsame a5 chat o the pwiv

RChAL =-r=u=;= an)

agcnar

in the abaence 3£ the ;EG-JFHHEHE Qtl‘°i‘95-

Adiustmun's gan &5 made whare tae Javernaenz (AHeris qa.
diiiyrore oimpeditied Thans thg private sectIT (N amy’
pazzicylar ;ncu::'y.

Herisi's elasvicicias wors quiza ¢ifferanc from those of

L)
%

Sda

4%z

...E'

WhEP 4Eing Staecyt !:-LNICEE cf pricw NIIs, fur
Hﬂ¢25“511U15=‘CF FHE“Clnﬂa Ehs iﬂﬂudﬂﬂﬂs HEVE ts Sa Aafiusned
L=z gifferences in elastizizies oeing uges, Ia 2he ,:g;er-

sEaEey %, thlg was deng iu. the Morici #aziXaces, sirso

Infcrum muawl. BGEn aglussmontT, hewever, Ras nEt et aesn
urgertacer fir-the Canacian jua: =atmg, A%
ulnat;:.n B5 ALw mu:ﬁ ocre s.:;la:.

Pix wodeling imfacts &f WTH Temoeal, it i

gurﬂrallf “AEmdEm . ratase ihan thu .ar:f:.wq;-ra’i-' '
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Sk R 41y
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- a tariff rxtu iz am es—antH £3%
dizserenty tuerld‘;=i=a - im
cEmesSCid nr:—L*u-s can eaxnli-mc
LR ox-p:sh eiC oate ol procecsian Actoally
exp sizady .

- -& TE is a ahzyr=run estimats of praceqti
prﬂv1aad fsr 8 givan level =2 zuzput ar
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= 5 T% la éstiBaved in 2 paroial equilldrium
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ihe NTZ age az: Lﬂﬂﬂ‘jﬁ‘a:gq.
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Subsicdes

Demearie sSubxidies arpe measused by their dellar
value, by geing exnaustival? Lhrcugh goverrmen: programs and
asaigning %sussidies to sp!ﬁi‘:cd:ndustries- The quessies ig
then hew 3o tidegl shels praotaccive effegs. or tho im;a¢‘ an
trade wolumws 3£ remcving them.

an tnn prasnr: BEAECi g, subsidy P3nes
{ subzidy | are takan a3 tariff equivalsnis, The
(valug @i peseugsizn] o
apgve ofmments abeut . tar;" squivalenzs sppiy. I sddicicn,

‘thm ingaet £2 a sun:;dy—ﬁra ig mat the same az thatg g2 -

Priga=NiE £r sorifl; as ahown by she fcllswirs d*ag*nr The
su3sidy raté is Iin fact greatmr thap e zariff race
tequired toi lewer imp2ris Dy The Sdfts amcunt,

For-this ard previcysly senticned reascrs, it
wzuld Se prefsrable: 2 Om abla £c mcdel tho effecs of facsor
suns'aLpi m=re directly in maors Bcomls. )

Im & pero gEneral senge, 3 IT peasysss nst cnly
the cause of prise é:!inrnr'ns = raitweiy trade jarriecs -
BUs alss the. uruar.yxr" ancre=run, parzial ﬂqu;..-rluﬂ
marsat cEmgitigne ane chacHcT aresazcs. A5 mztel apzve, i:3
varisusd h;ases 3rd SUBR ENAC & maximun prica-priiedsicH
effacs is eit-na:zd- The prasent estipatss; arsd tne al
they areé used, sntuled be swer in chis light,

Exzérs T8

I» the present case, there iz anly ane expcw; NT3
sstimated {ar Canaca-ius zraded she U5 DISC er zax gefmrrai
2% mxgeft sales., Morici priviges estimates By cirdiugtry e
1ne DIESE As aussicias’ - { tyx sawingzl. The suys:dy CALE 1%
Carpm &3 & {kapifs uqa;valur' i meaSur: i the prize

nadvar_aqa provides %2 U,5. axpooter® in Caréd;an mg:xet:q
‘Rapsving =he RIS weulg =Hen e e:u1vnl=r t= arf Increase I

Carad.an pratsscicn.. The accve-menIizaes Ereslems regarding
tarif equ;va*&n:s - suns;d:ea apely here. Tapiieiz aiss
ia t&a Agsumpticn that OISC sates Dy industry, eacimaged
f:'m tstal aussidies god axperes IoT each igdustry, aro
appiicasle tg s¥pogts w3 Canadar morz detall g Aroggiiun &5
Augtidies appiyxﬂﬂ to Camadiar dxgezis «“culd Ha needed %=
cafirs Eha eacimacicn procedure.

Az absve., ==a' ¥ Ehe expart subsidy ecace. ag =
tariff equivaleng tenda LT sSverscage the exgert volume
Agvantags pr-v'=a¢ -] :ha g;pﬂrﬁat

o
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2alls 4zom AR TS GE. -

A suksidy, whosa rmte s she saPe 23 :, 3hidss due. gomessic
sunply udve fzom 'S =3 5l In the iusemes of me caziif,
Qf Would bte praguind ..mtns'.;:ﬂl."! an# AR I=parzac.

Thie subsidy Man an eeual iopies ar damesgic prod: *.:*:-r:m. -2 H~
gausas o muah sSmaller recdumzica iR lzDazts Secause he
demestic Avise ia noe ahanged; and motal semsgAritn LS
b1 -:dnnd. '

"A su...s:.d'jr raty sHuL e&nar:l“; aveETEAEAS thg *a:".ff tec:_.va,er 1
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