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IT GIVES ME GREAT PLEASURE TO BE ABLE TO JOIN YOU

AT THIS, THE 55th ANNUAL MEETING OF THE CANADIAN CHAMBER OF

COMMERCE .

UNFORTUNATELY, THE PRIME MINISTER IS UNABLE TO BE

WITH YOU, AS HE IS IN WASHINGTON MEETING WITH THE PRESIDENT

OF THE UNITED STATES . HOWEVER, HE HAS ASKED ME TO EXPRESS

HIS REGRETS AND TO EXTEND HIS BEST WISHES TO ALL MEMBERS OF

THE CHAMBER .

AS YOU KNOW, I AM ONE OF THE NEW FACES IN THE NEW

PROGRESSIVE CONSERVATIVE GOVERNMENT . IT IS THEREFORE NOT MY

INTENTION TO BREAK NEW GROUND IN MY CAPACITY AS MINISTER FOR

INTERNATIONAL TRADE . THESE ARE EARLY DAYS, AND I PLAN TO

APPROACH THE MANY COMPLEX TRADE ISSUES FACING THE COUNTRY IN

AN ORDERLY AND PRUDENT FASHION. WE WILL BE SEEKING YOUR

IDEAS . WE WILL LISTEN. AND WE WILL ACT .



INSTEAD, I THOUGHT IT WOULD BE USEFUL TO

REITERATE THE ECONOMIC STRATEGY OUTLINED BY THE PRIME

MINISTER TO THE VANCOUVER BOARD OF TRADE IN LATE AUGUST -- A

SPEECH WHICH CONTAINED MANY IMPORTANT IDEAS BUT WHICH

RECEIVED LIMITED EXPOSURE IN OTHER REGIONS OF THE COUNTRY .

AS THE PRIME MINISTER STATED THAT DAY, THE

STRATEGY OF THE PROGRESSIVE CONSERVATIVE GOVERNMENT WILL BE

BASED ON OUR BELIEF THAT CANADIANS MUST ADDRESS FIVE

FUNDAMENTAL PROBLEMS WHICH LIE AT THE CORE OF OUR ECONOMIC

MALAISE .

1 . THE HIGH COST OF CREDIT, CAUSED BY THE

WEAKNESS OF OUR DOLLAR AND OUR NEED TO FINANCE OUR GROWING

FOREIGN DEBT .

2 . THE FINANCIAL WEAKNESS OF OUR PRIVATE

SECTOR . TOO MANY CANADIAN BUSINESSES -- BOTH LARGE AND

SMALL -- CONTINUE TO STRUGGLE WITH TOO MUCH HIGH COST DEBT

AND NOT ENOUGH LOW COST EQUITY .
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3 . OUR SPIRALLING PUBLIC DEBT, WHICH WILL

HAVE GROWN FROM 18 BILLION DOLLARS IN 1968 TO 180 BILLION AT

THE END OF THE CURRENT FISCAL YEAR .

4 . OUR WEAK COMPETITIVE POSITION IN THE

WORLD, CAUSED IN GREAT PART BY OUR DISMAL RECORD IN RESEARCH

AND DEVELOPMENT AND TECHNOLOGICAL INNOVATION ; AND

5 . WEAK FOREIGN AND DOMESTIC DEMAND FOR OU R

GOODS AND SERVICES .

WE BELIEVE THOSE ARE THE FIVE FUNDAMENTAL

PROBLEMS WHICH HAVE COMBINED TO CAUSE ECONOMIC STAGNATION

AND MASSIVE UNEMPLOYMENT .

SO HOW DO WE GO ABOUT SOLVING THEM ?

LET ME OUTLINE THE APPROACH OF THE NEW

GOVERNMENT .



FIRST, LOWER INTEREST RATES .

THERE IS NO USE DELUDING OURSELVES THAT CANADA

CAN HAVE MADE-IN-CANADA INTEREST RATES OVERNIGHT, UNLESS WE

WANT TO CHANGE FROM AN OPEN AND MIXED TO A CLOSED AND FIXED

ECONOMY .

AND THAT WOULD MEAN A HUGE DROP IN OUR STANDAR D

OF LIVING .

GIVEN THIS FACT OF LIFE, IT IS OUR VIEW THAT THE

PRUDENT RESPONSE TO OUR CURRENT INTEREST RATE DILEMMA - IN

THE SHORT RUN- IS TO KEEP OUR INTEREST RATES AS LOW AS

POSSIBLE WITHOUT CAUSING A RUN ON THE DOLLAR, AND TO OFFSET

THE HIGH COST OF CREDIT IN KEY SECTORS OF THE ECONOMY BY

LOWERING OTHER PRODUCTION COSTS .

IN THE MEDIUM TERM, WE BELIEVE CANADA CAN LOWER

INTEREST RATES IF WE IMPLEMENT TRADE, INVESTMENT AND TAX

POLICIES WHICH COMBINE TO PUT UPWARD PRESSURE ON OUR DOLLAR .



A STRONG AND MORE BROADLY BASED MERCHANDISE TRAD E

PERFORMANCE IS ESSENTIAL .

BUT IT IS ALSO ESSENTIAL THAT WE ENCOURAGE AN

INFLOW OF DIRECT INVESTMENT CAPITAL TO LESSEN OUR DEPENDENCE

ON FOREIGN DEBT .

IT IS FOR THIS REASON THAT WE COMMITTED OURSELVES

TO TWO MAJOR POLICY CHANGES WHICH WILL START THE PROCESS OF

RESTORING OUR INTERNATIONAL REPUTATION AS A FIRST-CLAS S

PLACE TO INVEST .

FIRST, WE INTEND TO END THE RETROACTIVITY AND

EXCESSIVE DISCRIMINATION IN THE NATIONAL ENERGY PROGRAM .

SECOND, WE WILL CHANGE BOTH THE MANDATE AND THE

NAME OF THE FOREIGN INVESTMENT REVIEW AGENCY .



THE NEW AGENCY - INVESTMENT CANADA - WILL

CONTINUE TO REVIEW MAJOR INVESTMENT PROPOSALS OF NATIONAL

ECONOMIC SIGNIFICANCE .

BUT IT WILL ALSO TAKE ON A MORE POSITIVE ROLE -

TO FACILITATE JOB-CREATING INVESTMENT, AND TO WORK WITH A

REVIVED AND EXPANDED TRADE COMMISSIONER SERVICE TO IDENTIFY

NEW IDEAS, NEW TECHNOLOGIES AND NEW EXPORT AND INVESTMENT

OPPORTUNITIES FOR CANADA .

THESE POLICY INITIATIVES REFLECT OUR BELIEF THAT

THE REAL SOLUTION TO OUR WEAK DOLLAR/HIGH INTEREST RATE

DILEMMA IS FOR CANADIANS TO BECOME FIRST CLASS*WORLD TRADERS

AND FOR CANADA TO ONCE AGAIN BECOME A FIRST CLASS PLACE TO

INVEST .

NEXT, THE RECAPITALIZATION OF CANADIAN INDUSTRY .

IT IS IN THIS CONTEXT THAT THE SIZE OF TH E

FEDERAL DEFICIT BECOMES A MATTER OF MAJOR CONCERN .
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WE SIMPLY CANNOT FINANCE BOTH MASSIVE PUBLIC

SECTOR DEFICITS AND THE RECAPITALIZATION OF THE CANADIAN

PRIVATE SECTOR.

CLEARLY, THERE CAN BE NO DRASTIC REDUCTION IN THE

DEFICIT UNTIL INTEREST RATES ARE LOWER AND THE COUNTRY GETS

BACK TO WORK .

MASSIVE CUTS NOW WOULD GUARANTEE A RECESSION .

HOWEVER, WE BELIEVE THERE ARE STEPS WHICH CAN AND

SHOULD BE TAKEN REGARDLESS OF THE LEVEL OF THE DEFICIT .

FIRST, WE WILL HAVE TO LOWER THE OVERHEAD COSTS

OF GOVERNMENT CAUSED BY EXCESSIVE DUPLICATION, WASTE AND

MISMANAGEMENT .

TO BEGIN THIS PROCESS, THE PRIME MINISTER HAS

ALREADY CREATED A TASK FORCE OF SENIOR MINISTERS, TO BE

CHAIRED BY THE DEPUTY PRIME MINISTER .
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THE SECOND AREA OF SAVINGS COMES IN GOVERNMENT

PROGRAMS THEMSELVES .

WE MUST IMPROVE THE BUDGETARY PROCESS SO I T

CHALLENGES THE EFFECTIVENESS OF ON-GOING PROGRAMS .

SUNSET LAWS, PROGR.P.M EVALUATION -- THESE AND

OTHER TECHNIQUES MUST BE EMPLOYED TO END PROGRAM DUPLICATION

AND OVERLAP .

IN THE ENERGY SECTOR, WE PLAN TO MOVE TO A

TAX-BASED INCENTIVES SYSTEM AND AWAY FROM PIP GRANTS .

OFF-OIL PROGRAMS WILL ALSO BE BROUGHT TOGETHER IN ONE FUND .

IN THE ECONOMIC DEVELOPMENT AREA, WE WANT TO SEE

WHO IS PAYING THE 8 BILLION DOLLARS IN CORPORATE TAXES, AND

WHO IS RECEIVING THE EIGHT BILLION DOLLARS IN GOVERNMENT

EXPENDITURES . OUR GOAL IS TO MOVE AWAY FROM A POLITICIZED

GRANT STRUCTURE TO GREATER RELIANCE ON THE TAX SYSTEM .



WE WILL ALSO BE EXAMINING THE EFFECTIVENESS OF

CERTAIN CAPITAL WORKS EXPENDITURES . WE SERIOUSLY QUESTION

WHETHER MANY OF THESE TAX DOLLARS WERE ALLOCATED TO PROMOTE

ECONOMIC GROWTH OR LIBERAL PARTY POLITICAL PROSPECTS .

FINALLY, WE WILL BE EXAMINING TAX LAWS REGARDING

TRANSFER-PRICING AND OTHER FORMS OF CORPORATE TAX AVOIDANCE .

SOME CRITICS SAY THE TREASURY IS LOSING MILLIONS . IT'S TIME

TO FIND OUT THE FACTS .

IN THE SOCIAL PROGRAM AREA, WE ARE NOT ONLY

COMMITTED TO THE MAINTENANCE OF CURRENT INCOME SECURITY

PROGRAMS, IT IS OUR GOAL TO IMPROVE THEM -- TO MAKE SURE

THERE ARE NO HOLES IN THE SAFETY NET AND THAT IT IS RAISED

OFF THE GROUND FOR ALL CANADIANS .

IN HEALTH CARE, WE WILL NEGOTIATE WITH THE

PROVINCES TO INVEST MORE OF OUR HEALTH DOLLARS IN AREAS

WHICH WILL CREATE LONG-TERM SAVINGS ; AREAS SUCH AS :
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• PREVENTIVE MEDICINE ,

• COMMUNITY-BASED CARE, AND

• MEDICAL RESEARCH, PARTICULARLY RELATED TO THE

PROBLEM OF AN AGING POPULATION .

WE BELIEVE ONE OF THE KEYS TO LONG-TERM DEFICI T

REDUCTION LIES IN "SPENDING SMARTER" OUR HEALTH CARE DOLLAR .

WE PLAN TO REFORM THE PERSONAL INCOME TAX SYSTE M

TO MAKE IT MORE FAIR, MORE PROGRESSIVE AND MORE PRODUCTIVE .

WE ARE COMMITTED TO THE GOAL OF FAIR TAXATION .

AND WE WILL IMPLEMENT THE BEST MEANS TO ACHIEVE THAT GOAL .

BUT LET US BE FRANK .

NO AMOUNT OF PRUDENT MANAGEMENT OR TAX REFORM

WILL CUT THE DEFICIT DOWN TO SIZE .
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THAT WILL ONLY OCCUR WHEN INTEREST RATES FALL,

WHEN ECONOMIC GROWTH RESUMES AND WHEN CANADIANS ARE PUT BACK

TO WORK .

THAT IS THE FUNDAMENTAL GOAL OF THE NEW

PROGRESSIVE CONSERVATIVE ADMINISTRATION .

AND ONCE WE GET THE ECONOMY GROWING AND THE

DEFICIT SHRINKING, WE CAN BEGIN TO STRENGTHEN THE CAPITAL

BASE OF OUR PRIVATE SECTOR, THROUGH INCENTIVES WHICH

ENCOURAGE INVESTMENT IN CANADIAN COMPANIES AND WORKER EQUITY

PARTICIPATION .

AND WE CAN ALSO MOVE TO CREATE THE POOL OF

VENTURE CAPITAL NEEDED TO FINANCE CANADIAN SMALL BUSINESS --

THE REAL SOURCE OF JOBS IN THIS FAST-PACED WORLD .

NEXT, IMPROVING OUR INTERNATIONAL

COMPETITIVENESS .
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THE NEW PROGRESSIVE CONSERVATIVE ADMINISTRATION

WILL CONCENTRATE ON TWO PARALLEL INITIATIVES TO IMPROVE OUR

COMPETITIVE POSITION IN THE WORLD .

FIRST, WE MUST PARTICIPATE IN THE RESTRUCTURING

OF OUR PRIMARY SECTORS, PARTICULARLY THE FISHERIES, FORESTRY

AND MINING SECTORS, AND WE MUST LOWER THEIR PRODUCTION

COSTS, WHEREVER POSSIBLE .

SECOND, WE MUST INCREASE OUR EFFORTS IN

TECHNOLOGY AND TRAINING -- THE DEVELOPMENT OF OUR HUMAN

RESOURCES .

OUR TECHNOLOGY AND TRAINING POLICIES WILL B E

BASED ON FIVE ASSUMPTIONS .

1 . IT IS CLEAR THAT LOWER INTEREST RATES, A

STRONGER CAPITAL BASE, AND MARKET ACCESS ARE

ESSENTIAL PREREQUISITES TO INCREASED R&D

EXPENDITURE BY THE PRIVATE SECTOR . NOBODY IS
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2 .

3 .

GOING TO INVEST IN R&D IF THEY CAN'T AFFORD IT,

OR IF THERE IS NO MARKET FOR THE IMPROVED

PRODUCT .

THE SMALL SIZE OF OUR COUNTRY MEANS WE MUST NOT

ONLY ENCOURAGE THE PRODUCTION OF CANADIAN

TECHNOLOGY, BUT THE ADAPTATION OF FOREIGN-SOURCED

TECHNOLOGY .

WE MUST THEN ENCOURAGE THE DIFFUSION OF THIS

TECHNOLOGY AND KNOW-HOW ACROSS THE COUNTRY -- ON

THE FARM, IN THE FACTORY AND IN THE OFFICE .

WE BELIEVE THE ESSENCE OF THE SO-CALLED

"INFORMATION REVOLUTION" IS THE APPLICATION OF

NEW TECHNOLOGY IN EXISTING INDUSTRIES - IN

MANUFACTURING, TEXTILES, AGRICULTURE, MINING,

FORESTRY AND SO ON .
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4 .

5 .

PRODUCING NEW TECHNOLOGY IS IMPORTANT . BUT EVEN

MORE IMPORTANT IS USING IT TO OUR ADVANTAGE .

WE BELIEVE TAX REFORM IS ALSO NECESSARY TO

REDIRECT INVESTMENT TO THIS VITAL JOB-CREATING

ACTIVITY . TAX CHANGES WILL REFLECT OUR BELIEF

THAT INCENTIVES SHOULD REPLACE GRANTS, THAT THE

DEFINITION OF "DEVELOPMENT" SHOULD BE BROADENED

AND THAT TAX LAWS MUST BETTER REFLECT THE IDEA

THAT RESEARCH AND DEVELOPMENT IS AN INTEGRAL PART

OF THE PRODUCTION PROCESS, NOT A SEPARATE

ACTIVITY .

HAND-IN-HAND WITH POLICIES TO ENCOURAGE THE

PRODUCTION, APPLICATION AND DIFFUSION OF NEW

TECHNOLOGIES MUST BE POLICIES TO TRAIN CANADIANS

IN THEIR USE .
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AND WE BELIEVE THE RECOMMENDATIONS OF OUR TWO

CAUCUS TASK FORCES ON RETRAINING AND YOUTH UNEMPLOYMENT ARE

AN EXCELLENT START .

THEY ARE INNOVATIVE, FORWARD LOOKING AND

COST-EFFECTIVE .

THEY WILL TRAIN PEOPLE TO FILL THE NEW JOBS BEING

SPAWNED BY COMPLEX AND CHANGING TECHNOLOGIES AND TRADE

PATTERNS .

FINALLY, THE QUESTION OF STIMULATING DEMAND .

IN OUR VIEW, A SUSTAINED ECONOMIC RECOVERY IN

CANADA REQUIRES INCREASED DOMESTIC BUSINESS INVESTMENT AND

INCREASED FOREIGN TRADE .

WE HAVE IDENTIFIED FIVE PRIORITY AREAS FO R

INCREASED CAPITAL INVESTMENT :
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THE ENERGY INDUSTRY - BOTH IN THE WEST AN D

OFFSHORE

. THE NATIONAL RAIL TRANSPORTATION SYSTEM ,

PARTICULARLY IN THE WEST

. THE APPLICATION OF TECHNOLOGY THROUGHOUT TH E

ECONO!•1Y

. LOCAL AND MUNICIPAL INFRASTRUCTURE DEVELOPMENT

AND MAINTENANCE ; AND

. CAPITAL EQUIPMENT UPGRADING FOR OUR ARMED

FORCES .

TO INCREASE FOREIGN DEMAND, IT IS CRITICAL THAT

WE NEGOTIATE INCREASED AND SECURED ACCESS TO FOREIGN MARKETS

FOR OUR GOODS AND SERVICES, THROUGH MULTILATERAL AND

BILATERAL NEGOTIATIONS .
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TO THAT END, THE NEW PROGRESSIVE CONSERVATIVE

GOVERNMENT WILL CONTINUE TO BE A STRONG PROPONENT OF THE

MULTILATERAL TRADING ORDER . WE WILL STRIVE TO DEVELOP THE

INTERNATIONAL CONSENSUS NECESSARY TO BEGIN A NEW ROUND OF

GATT NEGOTIATIONS IN SUCH AREAS AS SAFEGUARD ARRANGEMENTS,

PROCUREMENT, AGRICULTURAL TRADE AND TRADE IN HIGH

TECHNOLOGY .

THE CREATION OF AN INTERNATIONAL FRAMEWORK FOR

TRADE IN VARIOUS SERVICES WILL ALSO BE HIGH ON THE AGENDA OF

THE NEW GOVERNMENT, AND I WELCOME YOUR VIEWS ON HOW BEST TO

PROCEED IN THESE COMPLEX SECTORS .

AT THE SAME TIME, WE BELIEVE THERE MAY BE

OPPORTUNITIES TO SET BILATERAL PRECEDENTS WHICH WILL SPUR

MULTILATERAL ACTION .

WE WILL CONTINUE THE DIALOGUE WITH AMERICAN

OFFICIALS TO EXPLORE POTENTIAL AREAS FOR ACTION WHICH ARE

CONSISTENT WITH OUR MULTILATERAL OBLIGATIONS .
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OUR GOAL IS NOT TO CREATE FORTRESS NORTH AMERICA .

RATHER IT IS TO ACT AS A CATALYST FOR COOPERATIVE

MULTILATERAL ACTION .

SO, HOW CAN ONE SUMMARIZE OUR STRATEGY ?

WHAT CAN CANADIANS EXPECT FROM THE NEW P .C .

GOVERNMENT?

SIMPLY PUT, OUR PLAN FOR JOBS AND GROWTH I S

. TO LOWER INTEREST RATES BY STRENGTHENING THE

DOLLAR , THROUGH TRADE EXPANSION AND AN INFLOW OF EQUITY

CAPITAL ;

. TO REDUCE THE DEFICIT IN AN ORDERLY FASHION

THROUGH A BALANCED PROGRAM OF STRATEGIC INVESTMENT, ECONOMIC

GROWTH, TAX REFORM AND PRUDENT FISCAL MANAGEMENT ;
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. AS THE DEFICIT DECLINES, TO REDIRECT THOSE

SAVINGS INTO THE CAPITAL BASE OF THE PRIVATE SECTOR ,

PARTICULARLY THE SMALL BUSINESS SECTOR;

. TO IMPROVE OUR INTERNATIONAL COMPETITIVENESS

THROUGH THE RESTRUCTURING OF OUR PRIMARY INDUSTRIES,

INNOVATIVE TECHNOLOGY AND TRAINING STRATEGIES AND SECURED

ACCESS TO FOREIGN MARKETS ; AND

. TO CREATE A CLIMATE FOR INCREASED CAPITAL

INVESTMENT IN OUR ECONOMY , PARTICULARLY IN ENERGY,

TRANSPORTATION, APPLIED TECHNOLOGY, BASIC INFRASTRUCTURE AND

SHIPBUILDING .

AND WE ARE CONFIDENT THAT BY SPENDING SMARTER --

BY INVESTING IN MORE PRODUCTIVE PURPOSES, BY INCREASING THE

COMPETITIVENESS OF KEY EXPORT INDUSTRIES, AND BY PRUDENT

MANAGEMENT OF GOVERNMENT FINANCES, WE CAN NURTURE THE GROWTH

W11ICH WILL START THE DEFICIT ON A DOWNWARD COURSE .
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SO THAT IS THE P .C . PLAN .

WE KNOW IT IS NOT PERFECT .

NOTHING IS IN THIS IMPERFECT AND COMPLEX WORLD .

AND AS THE PRIME MINISTER CONSISTENTLY SAID

THROUGHOUT THE RECENT ELECTION CAMPAIGN, WE KNOW WE DON'T

HAVE ALL THE ANSWERS .

NOBODY DOES .

BUT WE ARE CONVINCED THAT IF CANADIANS WORK

TOGETHER, WE CAN FIND THOSE ANSWERS .

IF UE WORK TOGETHER, WE CAN START TO ACHIEVE OU R

POTENTIAL -- AS INDIVIDUALS AND AS A NATION .

IF WE WORK TOGETHER, WE CAN, AND WE WILL, DO

BETTER .



THANK YOU .


