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I an grateful for beins able to appear tefore you.
You have chosen a very tinelyv and important topic to examine.
Canada's developing relationship with the European Economic
Communities is of increasing importance. It is one of the
preoccupations of the Govermient in foreirn policy. e
want these relations to be closer. ‘e welcome your examination
of them and we shall look forward to your suggestions. Indeed,
during your own travels to Europe, you will be able to assist
our efforts in this direction.

For all these reasons, I wish to provide a2 framework
for your consideration of these relations.
J

First, what is the actual state of our relations
with the ten countries of the enlarged EEC? You are aware
of the closeness of the ties forged during two world wars
and our post-war alliance. The EEC now contains both our
founding nations, and, as well, other countries of birth
of many Canadians. The two most used working languages of
the new Europeans are the two official languages of Canada.
I do not suggest that this alone provides a basis for new
relations. But I do think that we speak the sanme languare
as the Europeans in many important respects.

Ve admire the imaginative concept that the enlarced
Community provides for Europe's potential.

The Prime linister underlined this potential in
his niessages of congratulation to Prine liinister Heath and
to the Presidents of the EEC Council and EEC Commission at
the time the new members signed the Treaty of Accession in
January. Mr. Trudeau wrote, "Canadians adnire the audacity
of concept of the new Community and skillfulness with which
it has been designed. Ve are confident that the ecornonic
strength which will flow from it will be employed in a
fashion of benefit not just to the partners but to all
members of the International Cormunity. A co-operating,
prospering, Europe has much to offer the world in friendship,
in trade, in economic assistance and in exampler,

In political terms, the entire Atlantic world is
going to be affected by this new dynanic Europe which is
taking shape before our eyes. Adjustments are poing to have
to be nade in recognition of the new balance which will
corie about in the Western world. For its part, the Unitecd
States has long wanted the Europeans to assunie a preater
share of the burden of ensuring their own security. These
two tendencies have a cunulative effect on the way the
Atlantic Alliance -~ as we have known it since the war --
will work in future. European unity is by no means incom-
patible with stronger ties with Europe's major partners.
Thus, there are problens of adjusting relations as between
the \estern countries. These require solutions not only
for their own sake but also because solidarity in the Vest
is as important as ever in an era of repidly evolving

relations with Eastern Europe.
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As iJestern relations evolve, it is natural for
Canadians to worry over the possibility that tension nay
develop between Europe and the United States. There is an
interaction among relations between the United States and
Europe, our own relations with the United States, and our
relations with Europe. The Government's review of foreign
policy sought to demonstrate that a policy that attempts
to diversify Canada's relations, inevitably draws Canada
closer to Europe. Equally -- as the monetary and trade
crisis of last year made us aware -- a breakdowvn in the
mechanisms governing relations between the United States
and Europe can result in the isolation of Canada in liorth
Anmerica.

From the economic point of view the new Europe
raises equally far-reaching considerations. By 1920 the
inports of the enlarged EEC from the outside world could
soar to 130 billion dollars. Canada -- the world's fourth
exporter after the EEC, the United States and Japan -- niust
take the Comumon l.arket very seriously. The ten countries
already form what is by far the world's largest trading
unit; they imported over seventy billion dollars! worth of
rcoods from the outside world last year. Of these seventy
billion dollars! worth over two billion seven hundred thousand
dollarstworth of goods came from Carada. This represented
17% of our total exports and about half of our exports
outside liorth America, making the EEC our second largest
tradins partner by a considerable nargin. _

Yet we can do riuch better. e shall have to co
ruch better. Since 1958, Canadian exports to the EEC
have increased sreatly. They have not, however, kept pace
with the increase in total LEC inports from the outside
world. Our share of those markets has declined. Just
as important, our exports to the EEC have not followed
the trend in EEC imports toward canufactures and
processed goods and away from primary materials and . .
commoaltles. It is here, particularly in sectors of intensive
technolofy, that we shall have to improve creatly.

It has riot teen easy to assess the fault for our
difficulties in this caterory of exports to the ZiC. Access
has been a problem for a nurber of products, including some
of interest to Canada. Eut this protler: should not be
exacrerated. By and large, the common tariff of the Luropear
Corriunity is low. In spite of protective policies in the
a~ricultural sector, the Cornunity renains a larre acricultural
inporter. Other world traders have done very well in this
BIZC market. Certainly the fmericans have with their export
of sophisticated manufactures to the EEC, althouzh they have
been helped by their massive investment in ‘/estern Zurope.
iluch of the difficulty probably lies with our industrial
structures and tradin; habits themseclves. e can't sell
too well what we don't nake, obviously. For this rcasorn,
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we are thinking about our general policies towardé the IDEC
very riuch in terms of policies on vhich we are workinr in
other areas: energy policy, investnent policy, industrial
policy generally -- includin; policy on secondary industry
and policy on research and developnient -- and other related
policy studies. Our success in realizing our own potenticl
could well be related to some extent to the LEC's success
in doing the same thing. Ve should develop a degree of
interest in this expanding but difficult market in lkeeping
with its potential and with vhat we are doing, say, in the
United States market. :

I nmentioned that we spoke the same language.

This is partly becauise we share some of the sane
problems. Iiany of you will have read the bool: by Jean-Jacques
Servan-Schreiber of a few years agzo which has by now become
something of a classic, Le Défi Américain: The American
Challenge. You will recall that Le Défi Anéricain documents
the difficulties the Luropeans have hac¢ in building big
enourh companies in technolozically sophisticated fields --
to generate suficient capital -- to finance sufficient research
and cevelopment -- to pernit the innovation in technology --
to rmake these companies competitive. Ileanwhile, European
firms have shown a tendency to sell out more often to fmerican
nultinationals than to a European competitor. Put in these
terms, the Europeans have a problem with which we have had
sorie experiernce. '

Common problens don't necessarily make partnerships.
ile would all, I'm sure, prefer to choose our bedfellows
or sorie basis other than misery. Iooreover, I think that
both the EEC ~- which has wrought an econonic miracle --
and Canada -- which last year led the world in growth in
industrial production -~ are rather buoyant than anything
else. Dut there are probleus. To the extent these are
common to both the EEC and to Canada, we can help each other
to develop solutions to our nutual tenefit. This is the
basis for partnership and this is the tine to make the
effort required.

In recent years, we have been trying hard to develop
closer econonic relations in the field of sophisticated
narnufactured poods. ‘le have sent technolosical nissions
and trade missions to Europe. /e have had somne r00d results.
But now I think that we shall begin to et better results.

I dont't know if the Europeans have had the political will
in the past to malie the effort necessary. They nay have
teern inhibited by reservations about the derree to which
Canadian interests were nationally distinct, and about our
wish to co-operate in the future. Until recently, I doubt
if we dermonstrated this clearly enough to the Zuropeans

to distract them from their preoccupations with internzl
consolidation. Both ir. Pepin anc myself have brourht this
to their attention in our visits to European capitals over
the last year and a half.
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Of course, we shall also be raising with them our
export interests which have been adversely affected by Britain's
joining the EEC: over 40% of our 1971 exports to the United
Kingdom of over one billion three hundred milliors dollars
could now face more difficult entry. There are other issues
as well. I won't document them here as you are familiar
with them but you may be sure that they will be defended.
Britain's entry into the EEC was a decision for Britain to
take. While we welcome the EEC's success, the parties to
enlargement rust understand that the burden of adjustment
thrown upon Canada is greater than that placed upon any
other country outside the enlarged EEC. If EEC policies
took a protectionist turn,~there could be real damage to
our trade, e have, therefore, been pleased to note the
recent declaration of intent published by the United States
and the EXEC in which they make a pledge to enter into
broad nmultilateral trade negotiations in about a year from
‘now. If a new balance is necessary we want it at a higher
not a lower level of trade.

So we intend to speak to the Europeans not only
about the protection of our present interests but also to
work now with them to develop our shared potential interests,
We shall both benefit from outward looking approaches and
liberalizing tendencies in world trade, since our respective
stakes in world trade are important. Closer relations will
assist us both. Closer industrial ties would help.

In the end, of course, the possibilities of closer
industrial ties are going to be only as large as the mutual
interests and abilities of Canadian and European industry
nake them. We can't develop synthetic interests. I an convinced,
however, that a closer examination of possibilities will
reveal matters of ample potential interest, if the political
will is there. I believe this is now more apparent on both
sides.

Let ne say, very forcefully, that there is nothing
in what I've said which could be seen as being in any way
"anti-Amierican". llothing I have said is intended to suggest
that the closeness of our relations with the United States
needs re-evaluation in the lirht of possibilities for closer
economic relations with Curope. Indeed, it is because of
the unusual closeness of our economic relations with the
United States that we need energetically to explore the
possibilities of other areas we may have underplaved.

It is all the more necessary for us to do this. in Europe
now that Britaln has joined the EEC.

Never before have so many questions been raised
about Canada'!s relations with Europe. Until now, Europe
has been too busy re-organizing itself to pay much attention
to how it is going to arrange its relations with the rest of
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the world. This is changing, and with this change there is
ar opportunity to improve our relationship. Europe is now
going to have to devote some attention to deciding how it
wants to maintain the links it has with others -- above 2ll,
with its closest and most important partners in Canacda and
the United States.

I believe that it is in Europe's interest that
Carada remain independent, prosperous and united. ZIZuropeans
should be convinced of this fact. I believe the Zuropeans
have corme to realize this more clearly in the past few months
than ever before. Because of their owm preoccupations,
because of distance, because perhaps we did not explain
ourselves often enough -~ for many reasons -- they were
inclined in the past to assuae that the view they took
of their relations with the United States would do rniore or
less for their relations with Canada. The Government has
worked to change this attitude, with some success. It is
a fact of considerable inportance that the next European Surmit
will have specifically on its Agenda the guestion of the
European Cormunity's relations with i{ta major economic
partners which I have no doubt will include Canada.

For our own part, ire should try to keep as open-
sinded an attitude as possible to the new forms of multi-
lateral co-operation the Europeans are trying to worlk out
amons; themselves. Ve have to look to our interests, and we
will. But their success is our success. Both bilaterally
with the Europearn capitals, and nultilaterally with the
institutions of the Community itself, we wish to builgd
upon the rmultiple dialogue we have besun.

There will be rnuch hard work before we can develop

the sort of relations with the new Europe that will suit
our interests. This is why I welconie 211 contritbutions
to the dialogue, including tiose of your Committee. The
Covernrient also looks forward to receiving shortly a visit
fronm i.r. Dahrendorf, the Comuunity's Cormissioner for forei;n
ffairs. Ilany of the thenies I have touched on above will
te discussed with hin. The ZEC with Great Dritain and Ireland,
I'orvay and Denmark is a developin-; econonic power of ;reat
strergcth and wvide-ranzing political sisnificance. Canada
has riuch at stake in the Corriunity. Canada has rnuch in
corrion writh the Community. Jnd I an convinced both our stake
and our common interests will ~rov.

I shall look forrard to your own appraisal.
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