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(ou will notice that i used the word
'een", not "block". As of August
1, the Canadian government had an
royal rate for applications by American
esors of 90.5 per cent, hardty grounds
suggesting that they have been sub-

ed to harsh treatment.
n view of the litany of complaints
ut the Foreign lnvestment Review
mcy (FI IRA>, 1 would like to point out
eW facts. Even now, after seven years
the FIRA regime, foreign ownership
ires in Canada are at a levet which i arn
B you wiil agree would simply flot be
ýrated in the UJ.S. For example, accord-

to latest availabie figures (1978>,
eign investment in the United States
:ounted for 5 per cent of the mining
Iustry and 3 per cent of the manufac-
ing sector. The comparable Canadian
Eis are 37 per cent and 47 per cent.
e contrast is stark.
Furthermore, in 1978, non-residents
Itrolled about 30 per cent of aIl non-
anciai industries in Canada; the corn-
'able U.S. figure was about 2 per cent.
laily, white only two ýof the 50 iargest
fl5 in the United States are foreign-
rltrolied, 19 of the 50 targest firms in
Ilada are foreign-controlied.
...No country could altow these leveis
foreign invoivement to continue inde-

litely. No country ever has. 1 do flot
Ve to remind this audience of the more
, nt reaction in this country to a degree
foreign penetration much, much lower

ari that occurring in Canada.
Ttie essenti, al point is that, having de-

rmined that the amount of foreign
YIership and control was a concerfi,
liada chose to deal with the probiem

'tllY in accordance with our interna-
ýhlaI undertakings. There has been no
lestion of nationatization, confiscation

forsýed sale. Foreign investors have
'1113Y been toid the conditions under
Ilich they would be wetcome.

And I shouid emphasize the notion of
liCOtye. Canada needs and wants foreign
1%etment which wiit benefit ail parties
ý lcerned. Foreign companies and indi-
duelts will continue to do business pro-

fitabiy in Canada. I do not believe that
those who are complaining about our
policies are in fact argulflg that they have
lost money on their investments. Certain-
ly not. And by comparison with other
countries, there are very few more secure
places to invest money than Canada.

Energy issues
Let me now turn to the vexed question of
energy. In the energy field, the cause of
much recent anxiety has been Canada's
National Energy Program (NEP). Within
the context of the obviously speciat
significance the energy sector has for
Canadian economie devetopment, that
programn is founded on three basic princi-
ptes - security of suppiy and ultimate
independence from the world oil market;
opportunity for aIl Canadians to partici-
pate in the energy industry, particularly
oit and gas, and to share in the benefits
of its expansion; and fairness, with a
pricing and revtenue-sharing regime which
recognizes the needs and rights of att
Canadians, with respect to the deveiop-
ment of ail of Canada's regions.

From where 1 sit, one aspect of the
NEP which has been much misunder-
stood is "Canadianization". The Cana-
dianization objeçt6ve is realiy very sim-
ple: it is to increase the share of the
oit and gas industry owried and controiled
by Canadians - to 50 per cent of the in-
dustry a decade f rom now. In the strategy
adopted to achieve this utterly legitimate
objective, the emphasis is on mmking
room for Canadian oit and gas companies
in the industry in Canada, flot on forcing
out foreign companies. There is no ques-
tion that we intend to give Canadian
companies the opportunity to grow more
quickty. What we have flot intended or
done is to make the operations of large
international oit firms unprofitabte. For
example, the net cost to U.S. firms ex-
pioring in Canada witi remain lower than
in the United States.

But we are deating with an extraordi-
nary situation. Throughout the 1950s and
1960s, non-residents owned nearly 80
per cent and controlted over 90 per cent
of Canadian oit and gas assets. They also,
controited nearly 100 per cent of the
assets employed in refining and market-
ing operations. Canada did flot have a
single Canadian multinational out com-
pany, not even a smalt one. We did flot
have a verticatiy integrated domestic com-
pany, untit Petro-Canada acquired Pacific
Petroieum in 1978.

Before the NEP, an unintended by-
product of government policies was in-

creased foreign ownership. New windfall
prof its due to increases in oit and gas
prices favoured the f irms already in the
business with the targest production.
Most of these were foreign-owned. These
same foreign-owned firms were atso the
main beneficiaries of the earned deple-
tion atlowance, since this deduction from
taxable resource income was available
only to firms whose principal business
was resources and who had existing re-
source income. The pre-NEP policy
f ramework virtualty guaranteed that the
big (and the foreign-owned> woutd get
bigger.

No other developed country faced this
predicament. lndeed, as i look around, it
is a predicamnent tolerated by no country,
period. By 1980, the 74 percent foreign-
owned and 81.5 per cent foreign-
controlied Canadian oil and gas industry
generated almost a third of aIl the non-
financiai sector profits in Canada.
Without changes, enormous power and
Influence in Canada was destined to fait
into a few foreign hands. We simply
decided that we had to act and had to act
now.

But, untike some other countries,
Canada has preferred the carrot to the
stick. The operations of foreign firms in
Canada are stiti very profitable and, to
the extent that they increase Canadian
ownership, they can now be even more so.

1 want to dispel any impression that
the NEP has suddenly made t he role of
foreign firms in the Canadien hydrocar-
bon industry uncertain and unpredictabte.
Certainty the rules of the game have
changed fromn 10, 20, or 30 years ago.
Perceptions change; needs change; situa-
tions change. Where do they not change?
But the changed rutes are clear. They can
be ignored to the detriment of future
balance sheets. Or they can be used
advantageousty by foreign..owned corpo-
rate citizens of Canada who are sensitive
to the Canadian environment and to the
opportunities there for profitable invest-
ment.

Incentives for owners
I shouid add that the N EP gives foreign
companies an incentive to acquire
Canadiaen shareholders and pattners. To
the extent that they do, they can benefit
from higher exploration grants just tike
firms which are aiready more than 50 per
cent Canadian-owned. Let's flot forget
the many foreign-controtted companies
who are quietty rearranging their affairs
in Canada to take advantage of the NEP,
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