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system. There bas been some reaction
of this nature from the United States
based essentially on a misunder-
standing of our intentions.

It is quite true that the purpose of
this legislation is to resist the
erosion of Canadian ownership but
this does not mean the exclusion or
curtailment of American or other for-
eign capital. It is a sign of the
greater maturity of our economy that
we will not in the future require the
same kind of inflow of foreign capital
that we have had in the past if our
full potential is to be developed. What
we are doing is being more selective
about the terms on which foreign capi-
tal enters Canada to prevent, in some
cases, the takeover of existing viable
Canadian enterprises.

To illustrate this problem I should
point out that about 17 per cent of the
net annual capital inflow is used to
purchase going concerns rather than to
develop new industries or new units
in existing industries. It is in areas
such as this that our new screening
process will focus. If the result of an
individual American takeover would
be the withdrawal of research and de-
velopment from Canada to the United
States, the replacement of Canadian
management by American management
and the removal of that enterprise from
the international export market - and
there have been takeovers in the past
with precisely this effect - such a
takeover would almost certainly be
prevented by the new legislation. I am
sure you would agree that this legis-
lation cannot be described as anti-
American or for that matter anti-foreign.

Regional development policy
Most developed countries, including
the United States, face problems of
regional economic disparities. One
remedy includes government incentives
and subsidies. The purpose of regional
assistance is to preserve and create
more jobs in areas of chronically high
unemployment. The effectiveness of
these remedies often depends on
whether adequate markets can be found
to sustain the enterprise that govern-
ment assistance has salvaged or
brought into being. The problem of re-
conciling the need for fair international
market competition with the Govern-
ment's obligations to help depressed
regions is beginning to emerge as a

vexing problem, another irritant in our
bilateral relations.

A case in point is the Michelin tire
plant which was set up with Govern-
ment assistance in Nova Scotia - in
an economically depressed region of
Canada. The plant's tire production
requires an export market in addition
to the Canadian market. Because
Washington ruled that the Government's
assistance to Michelin interfered with
traditional market forces, a counter-
vail was raised against Michelin ex-
ports. However, in our view a disloca-
tion of trade is not involved. American
concern is that the Michelin plant in-
volved instead a transfer of employment
from the United States to Canada. As
it happened, the only transfer was
within Canada - from one region to
another. The methods by which the
transfer was effected were in accord-
ance with the international rules
covering such matters - to which Can-
ada subscribes but the United States
does not.

In these circumstances, you will
understand Canadian concern about the
wider implications which the decision
has for the Canadian Government's
obligation to implement an effective
regional development policy.

Explanation of oil policy
There is great interest in the United
States today in international energy
developments, and Canada-United
States relations in this sector are
important to both countries. A number
of factors have converged to bring
home to many people some hard
truths about the world's growing de-
mand for hydrocarbons. Quite natu-
rally there has been some focus on
Canadian oil supplies, particularly
since some of the shortages in the
U.S. have occurred in areas using
Canadian imports. For more than a
decade, our exports have grown rap-
idly, and almost all go to the United
States in the form of raw material for
your refineries.

However, recent growth in the United
States demand has strained our ca-
pacity to produce and transport oil.
The continuity of supply of Canadian
oil to our domestic refiners was
threatened. And while Canada's na-
tional energy policy has been and re-
mains to export quantities which are
clearly surplus to our domestic re-

quirements, recent and foreseeable
future growth in export demand for oil
has reached a level requiring close
observation. This is necessary if we
are to be assured of meeting foresee-
able requirements in Canada.

For this reason, the Canadian Gov-
ernment recently introduced export
controls on oi. This step to control
export growth represents a change in
the policy itself. It is the increase in
world energy demand - and especially
that of the United States itself - that
has caused us to make this change and
not, of course, any wish to be unrea-
sonable to the United States.

The fact is that Canada's known re-
serves are limited. Even if the United
States, with modifications now in its
own import controls, were to have free
access to our known supplies, these
would help only marginally to reduce
your rapidly growing independence on
offshore supplies.

The search for new reserves in the
Canadian North and off our East
Coast is well under way. We are hope-
ful that important major discoveries
will result, but we cannot count upon
these yet. Our export controls are an
interim measure. We are going to hold
public hearings and we shall be con-
sidering, in the light of the views of
all interested parties, what appro-
priate changes in methods may be
needed over the longer term to protect
the Canadian interest.

We are fully aware that your Presi-
dent will shortly seek authority in
respect of tariff and other barriers to
international trade. Authority to ne-
gotiate these barriers down would
facilitate meaningful discussions with
the U.S.A.'s trading partners in the
course of the multilateral negotia-
tions in GATT, which we firmly hope
will open before the year is out. Ob-
viously the United States, the en-
larged European Common Market, and
Japan are major factors in these ne-
gotiations which potentially could be
more sweeping and significant than
either the Dillon or Kennedy Rounds.
In these circumstances it would be
unfortunate if the road to further pro-
gress toward the liberalization of
international trade were to be impeded,
and if instead a negative atmosphere
of confrontation were to arise in the
relations among these leading econo-
mic powers....
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