EXPORTS AND FOREIGN POLICY
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Australian Government was, therefore, most
welcome, and I have also been greatly en-
couraged by the recent announcement at the
meeting of Commonwealth finance and economic
ministers that the United Kingdom has renewed
its pledge to remove the remaining barriers
against dollar-area exports as soon as pos-
sible.

"At the end of 1958 the United Kingdom and
a number of major Buropean trading countries
announced that their currencies would hence-
forth be extemally convertible. As a result,
Canadian exporters are now able to sell any-
where in the world and accept payment in
sterling or certain European currencies with
the full assurance that they can convert such
currencies freely into dollars....

"Canada's direct trade and investment
relations with the United States are matters
of immense importance to our whole economy. 1
cannot do more than touch on them briefly at
this time. The recently published figures for
the first six months of 1959 have aroused some
concern at the continuing size of our deficit
on merchandise account with the United States.
For this period our trade deficit with the
United States is $415 million, compared with
$384 million in the first six months of 1958.
The change is largely the reflection ot the
rapid development of our economy in 1959, and
the consequent demand for United States im-
ports. The deficit for the same period in 1957
was $706 million, and in 1956 it was $690 mil-
lion, so that the figure I have given ($415
million for the first six months of this year)
must be compared with the earlier years as
well as with last year. Nevertheless, we can-
not be complacent about this situation. Ve
must redouble our efforte to bridge this gap
in our trade with the United States - both by
greater direct exports to the United States
and by greater surpluses in our accounts with
the rest of the world, In the light of this
trade relationship on the North American con-
tinent, our great concern to see an end of
discrimination and restriction in wor ld
markets as a whole takes on new urgency....

"1 should now like to consider briefly some
of the recent developments in Europe which I
know are of considerable interest to you. The
European Common Market, grouping six important
trading countries, is now a reality....

"The United Kingdom and the other European
countries which are not members of this Common
Market last year tried to negotiate a 17-
country European Free Trade Area which would
have included the Common Market of the Six.
These negotiations broke down and the Common
Market countries have moved ahead on their
own. Faced with this division in Europe the
United Kingdom and the other European coun-
tries have been closely examining altemative
ways of protecting their trading interests.
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"The course which it now appears will be
adopted is the establishment of a Free Trade
Association of the Countries known as
Outer Seven' - the United Kingdom, Norwa):
Sweden, Denmark, Austria, Switzerland @f
Portugal....The main feature of this Associ®y
tion will be the progressive removal ©
tariffs on all industrial goods within the
area over a ten-year period, with each membe
country setting ite own external arif5:
Quota restrictions within the area are to
progressively removed, and special arrang®
ments short of intemal free trade are to
worked out for agriculture and fisheries.

"These Buropean regional developments could
have far-reaching implications for Canada
First, and most obviously, they will have
direct effects on our export trade. Canadia”
exports to the countries of the Outer Seves
totalled $884 million last year, representin®
about 20 per cent of our total exports; sales
to the Common Market countries represente
further 12 per cent, What the actual co?”
sequences of the recent trade arrangements 1
those countries will be for Canadian expor®
in the future will, to a large extent, depend
on the detailed nature of the arrangements’
the height of the tariff, the use of quo¥
restrictions, the agricultural policies whi€
are adopted, and so on....

"Secondly, the way in which the Europed”
trade groupings develop will inevitably in”
fluence the commercial policies of countrié?
in other parts of the world. If they result v
increased trade discrimination against Cana®l
and the rest of the world, the development ©
multilateral trade, not merely in Europe,
in the rest of the world, may suffer a seri
reverse. The commercial policies of countri€
outside Furope, including the United State®’
might well be influenced in a restrict
direction, and such a chain of events, on¢®
started, could go a considerable distanc®

m....lt is clear that the past year or 5
have been marked by the passing of what mi

ive

be called the postwar world, and a new phas®

is beginning. Westem Europe has largely com”
pleted its reconstruction after the ravages °
World War 11 and has now reached a position °
unprecedented strength and prosperity. <
world's main trading currencies have been made

‘convertible and the outlook for increaﬂed

trade and freer payments has been greaﬂly‘

improved.

"The relative mildness of the three pos®’

‘war recessions - none of which has really ¢}

presented more than a pause before a peri
even greater expansion - has given the inte’”

national trading community confidence in th§;

basic strength and stability of the wor
economy, as well as encouraging nation?

governments in their moves to dismantle res”

trictive measures.
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