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East such as in Bagdbad and else-
where.

Apart from the apening of embassies,
the earlier step of establishing formal
diplomatic relations with Babrain,
Qatar, Oman and the Federatian of Arab
Emirates was announ ed on February 2.
The Cariadian Ambassador resident in
Teheran will be the Canadian repre-
sentative accredited ta these states.

We bave alsa agreed ta establish
diplomatic relations with the two
Yemens: the Arab Republic and the
People',s Democratic Republic. We bad
already established commercial rela-
tions with these twa countries. This
naw completes the formal establish-
ment of relations with ail counitries of
the Middle East.

At the intergovernmfeiltal level we
sball wish ta encourage discussion:
ta enaure the dependability of world
ail supply; ta discaurage the use of
ail and other scammodities for political
purpases; and ta achieve some stabi-

lizatian of ail prices at levels which
are reasonable from the point af view
of bath producers and consumers. Oil
prices did indeed remain low for a
good many years, snd there was raom
for upward inovement ta reflect the
cost of bringing on new conventional
and non-conventions1 sources of
energy.

Urgent need of developing countries
We are particularly concerned to en-
sure that action is taken ta prevent the
economic collapse of those developing
countries heavily dependent on imports
of oil. An over-aîl increase in the flow
of developmeflt aid, bilateralIy and
tbrough multilaterai institutions, is
urgently required from major tradi-
tionai donors snd from those who have

bn fitom increased oil revenues,
together with a reassessmeut of the
apar.qnhie allocation and the compo..

prar tao October 1973, those countries
migt expect ta pay for their ail im-
ports in 1974 triple the amount they
paid for ail imports in 1973. The re-
sulting foreign exchange costs could
surely not be borne without cutting
hack severely on other essential im-
ports or running down already limited
exchange reserves.

The amaunt of aid extended ta ail
developing countries was appraxi-
mately twice their estixnated ail imaport
bill in 1972. By contrast, in 1974 the
ail import bill for ail LDCs could. ap-
praach twice the 1972 aid level. In
dollar terms, the 1972 ail import bill
for these countries was $3.7 billion.
I 1974 they will have ta pay at least
$15 billion. In some individual- cases,
such as that of India, the added casts
will campletely offset the flow of de-
velopment assistance from ail quarters
It is, of course, misleading ta gener-
alize on the effects of increased ail
prices on the seventy odd ail importirq
LUOCs. These effects will vary de-
pending on the nature of their econa-
mies and the movement of other import
and export prices. Certain major fast-
growing exporters may be better able
ta withstand increased costs. Papulot
countries of slow export growth, yet
with a growing industriai base caterin
to domestic needs, will be particularl,
bard bit. The gravest indirect effect c
the ail situation is likely ta be in the
agriCUltural sector of developing cour
tries. Fertilizers and pesticides whic
have been sa neoessary for the suc-
cess of the "green revolution" are
energy intensive products and there i
already a growing shortage of ferti-
lizer.

For some thue now, fertilizer produ
tion bas been inadequate ta meet de-
mand and new capacity has not been
built at a sufficient rate. This short-
fall, combined with growing demand
for food, 'neans that food grains- are
almost certain to remain in short sul
ply,. and the developing countries wi
bave to spend considerably more for
their iPot of a number of essentii
commodities. To cite a few exaiuple
the price of wheat bas increasedi
sharuly ovrthe at twa vears froni

Potash fertilizers have gone up 711T
cent in one year. Prices of lead anid
zinc have almost doubled in the lasi
12 months and fabricated steel bas
risen ta $800 a ton from $500 a yeal
ago.

The full significance of these Pr"<
increases is only apparent when ac'
quantities likely to be sbipped are
taken into account. A few Years agE
for example, we shipped. roughly
600,000)( tons of wheat to, India at a
cost of $40 million. A similar sbipl
today would cost $128 million, baC

at aur food aid prograim as a wholeý
cost ofproviding the identical quai
(roughly 750,000 tons) Of food that
mnade available to developing coUJ1
two years ago under our program h
risen by 123 Per cent - from $81 i

lion ini 1972/73 to $181 million iii

1974/75 without taking account of
shipping costs which have also r1u
by over 100 per cent during the sa
period.

What canada is doing
Canada is already on record as b,
against any cutback in aid flows.
the energy conférence in Washing1

Ls in Fehruary, my colleagues and 1
Stijl further, taking a leading Par'i

g getting the conference to endorse
Y statement in the officiai commului
If that a strenuaus effort Must be "I

"to maintain and enlarge the flOv
L- development aid bilaterally and
h through multilateral institutionis,

the basis of international solidar
embracing ail countries, with aPI

8 priate resaurces".
Here in Canada the Governmell

exploring several approaches:
c- (1) The use of Our membershiP

variaus multilateral institutions
cluding the regional developmefl
ta encourage and support a rea5w
ment of lending programs, ena)'l
redirectian of resources ta thos(

- veloping countries that are Ma6 1

'il severely affected bY the increae
ail prices.

il1 (2) We bave requested legislat
s: thority for Canada's contributivO

the fourth replenishmeflt of the
1 of the International Develapmne'

ciation (IDA). This is the arm (
* Worldi Bank on which the very V'

0 countries depend, for develOPIflE
ind assistance. It provides 10ans '

most concessionaltlerMs usua'
1. zero interest.
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