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Minister for International Trade Hinistre du Commerce extérienr

On March 16, 1987, I had the honour to present a motion to
the House of Commons initiating an historic debate on Canada's
future.

I moved:

That this House supports the megotiation of a bilateral
trading arrangement with the United States, as part of the
government's multilateral trade policy, while protecting our
political sovereignty, social programs, agricultural
marketing systems, the auto industry, and our unique
cultural identity. ‘

Sixteen Members of Parliament, including the Prime Minister,
the leader of the official Opposition, the leader of the New
Democratic Party, and seven cabinet ministers participated with
major speeches.

Because of the importance of the Government's free trade
initiative with the United States and in the interest of a
healthy and informed debate in the country, excerpts containing
the substance of those speeches have been gathered together in
this booklet.

It is my hope, and that of the Government, that this record
of the debate will be helpful to Canadians in understanding the
issues and points of view involved in our trade initiative.




Right Hon. Brian Mulroney (Prime Minister)

““My Government introduced this historic initiative to
create jobs and ensure economic equality for all

regions of Canada.”

When we decided to engage officially in trade
negotiations with the United States, we knew this
would be controversial, that all the old bug bears
would be resurrected and that it would fan the
flames of past partisan debate on the subject. We
have decided to go ahead, regardless of the political
risk, because we felt it was in the national interest.
Why? Simply because without economic prosper-
ity, there can be no cultural and social development
in Canada, and to provide for prosperity, we must
preserve and expand our export markets.

Canadians export to many countries in the
world, but our main market, and in fact the wealth-
iest and biggest market on this planet is the United
States, our next door neighbour. The jobs of several
million Canadians depend on it, but access for our
goods and services to the U.S. market, as to any
other market, is being increasingly threatened by
the wave of protectionism and the undue recourse
to legislation that presently predominates in inter-
national trade.

Our over-all objective is clear-cut. It is to try
to carve out a unique trading relationship with the
United States of America that will create jobs, end
trade harassment, introduce stability, eliminate
trade barriers, enhance competitiveness, spur
productivity and build an instrument of liberalized

trade between the two greatest trading partners in
the world. It will be an agreement that can serve as
a model for all countries seeking relief from protec-
tionism, growth in the Third World and more
liberalized access to markets everywhere.

This is not a selfish initiative but it has clear
advantages to both sides. We hope it will eventually
be seen as a signal against the kinds of vulgar and
selfish measures of protectionism and be seen as a
noble example of generosity and growth. We can
show all developing countries in the world that it is
not an initiative of protectionism or cutting off our
markets but one by which markets can grow and
we can accept more and more goods from Third
World countries so that we genuinely contribute
through trade to building a better and more equita-
ble world.

Our highest priority is to have an agreement
that ends the threat to Canadian industry from
U.S. protectionists who harass and restrict our
exports through the misuse of trade remedy laws.
Let me leave no doubt that first, a new regime on
trade remedy laws must be part of the agreement.
Second, because trading is so clearly a two-way
street, our negotiators have been instructed to
ensure that the elimination of existing tariffs takes
place gradually, with adequate transition arrange-



ments that are sensitive to the needs of Canadian
industry and Canadian workers. Third, it is clear
that non-tariff barriers increasingly distort trade.
Our negotiators have, therefore, been instructed to
negotiate a broad and comprehensive agreement
addressing these issues, including changes to
government procurement practices. For example, if
Canada were to capture 1 per cent of the govern-
ment procurement market in North America it
could result in the creation of 75,000 new jobs in
this country.

If the United States wants to increase access
to our market and truly wants Canada to sign
precedent-setting agreements that could indeed
serve as a great model for the world, then our
desires must be respected and our wishes accom-
modated. Otherwise, there will be no deal.

However, we recognize that a good deal must
be one that is fair to both sides. We make it very
clear that we do not approach our commercial
relationships with the United States as an enemy.
The United States is a sovereign, hard-nosed nation
with its own national interests to protect. It con-
fronts Canada in the same situation, as a sovereign
powerful nation with our own interests to protect,
as we shall. We recognize that the deal cannot
favour only one side. If such an agreement is to
have any durability and value, or have any signifi-
cance as a model in the world, it must be a fair
deal. There must be growth and prosperity in the
United States as well as in Canada so that both
sides to this agreement shall prosper to the ultimate
benefit of the entire world.

So, given these circumstances, if that is the
objective, what was our approach, Mr. Speaker? 1
think the approach was coherent. First, clear
declarations of intentions; second, an exhaustive
preparation of the case; and third, a historic degree
of consultations and co-operation with the prov-
inces, the industry and, we tried, the labour move-
ment.

My Government introduced this historic
initiative to create jobs and ensure economic
equality for all regions of Canada.

Over a period of decades, inadvertently, but
because of our history and our trading patterns, we
are in the process of building two Canadas, one
which is rich and promising and one which is
underdeveloped and underemployed. That is
unacceptable because this Party and this Govern-
ment stand for one Canada, fairness and equality
of opportunity for all.

This is a vital part of that process which will
ensure equality of opportunity to all Canadians
whoever they are, wherever they live and whatever
they do. We are delighted with the prosperity in
Manitoba, in Ontario and in certain other regions
of the country, but we cannot build prosperity and
genuine growth in the country by diminishing
anyone else’s wealth. What we want is to ensure
that Newfoundlanders, British Columbians,
Albertans, and others, get their chance, too. They
must be given the opportunity to trade their way to
new prosperity.

There are legitimate concerns that have been
raised at various times—entirely legitimate con-
cerns. I tried as best I could to deal with some of
them in the House when I indicated that the
negotiations would not affect our political sover-
eignty, our system of social programs, our commit-
ment to fight regional disparities, our commitment
to defend our unique cultural identity, or our
special linguistic character. These make up the
essence of Canada. They are not at issue in these
negotiations. They are legitimate concerns that we
have tried as best we can to deal with in the type of
atmosphere of fear and panic that some people try
to promulgate. We will try to deal with them on a
continuing basis.

As far as we are concerned, we know there is
no magic formula. The process is always a painful
one in a country like ours, especially in the case of
such important and historical initiatives. Neverthe-
less, to me and my colleagues, international trade
stands for jobs, prosperity, regional growth and a
future for our children. Mr. Speaker, we must
consider the impact that initiatives such as estab-
lishing new trade relations with the United States
will have by strengthening the economy and the
unity of this country in the next century.




Consider the implications for Canada for
economic growth and Canadian unity of new
trading arrangements with our largest partner
which can produce hundreds of thousands of new
jobs, which can increase our productivity, spur on
our competitiveness here and around the world.

This is a building block of greatness. This is
what the House is considering today as the future
of Canada. It is an act of faith in Canada.

It has often been said that young men have
visions and old men dream dreams. This is a day
for Canada. This is a day both for visions and great
dreams. It is a commitment to the future of
Canada. It is a commitment to the youth of
Canada, to our unity and to our integrity as a
nation.






Right Hon. John N. Turner (Leader of the Opposition)

““We in the Liberal Party have always favoured
finding ways with the U.S. of enhancing access to

each other’s markets.”’

Concluding a free trade agreement would
bring about profound changes in nearly all aspects
of our economy in the years to come. It would have
a considerable impact on our way of life, our
trading habits, our national sovereignty, our
independence and certainly on the quality of life in
the northern part of this continent.

The Prime Minister (Mr. Mulroney) has
embarked upon a risky undertaking, and he is once
again refusing to let us know the stakes involved.
The Government has no mandate from Canadians
to negotiate a free trade agreement. There was no
mention of this during the election campaign, and
in fact we would not even be discussing the matter
here in the House, if the Opposition parties had not
insisted on having this debate.

Canadians are giving a clear message to the
Prime Minister. They are saying: “Mr. Prime
Minister, would you deal honestly with us, would
you give us the facts, would you give us the data
upon which we can make judgments about the
affairs of state and the issues before us?” I believe
that if given the facts and if given an opportunity to
assess those facts over a reasonable period of time,
Canadians will make the right judgment. The gap
in the process now before the country is that the
Government does not trust Canadians, it is not

giving Canadians the facts and it is not allowing
the people of Canada to make a fair judgment
about what is going on.

. Of course the United States is our largest and
most important trading partner. In no way do I
contest the emphasis the Prime Minister puts on
those figures. Of course we should seek greater
access to American markets as part of our over-all
opening to the world. However, entering into these
talks has been ill-timed. There is rising protection-
ist sentiments in the United States reflected in the
newly elected Democratic Congress. There have
been years of trade surpluses with the United
States and we felt at the outset that this was not
the best time to try to obtain a better over-all deal
with the United States.

I think there is a question which needs to be
put to the Government, with which the Govern-
ment has not dealt, and we have put the question to
Ministers and to the Prime Minister on other
occasions. What is the real purpose of these
negotiations on the American side? Reading the
recently introduced amendments to the U.S. trade
legislation, and particularly that piece of legislation
now supported in a Democratic Senate by 53 or 54
Senators on both sides of the aisle, one observes
that that legislation does not talk about free trade,



freer trade or even fair trade. It is a piece of legisla-
tion designed to manage the trade of the United
States in the interests of the United States. It sets
forth a mechanism making it impossible if fully
applied for any country trading with the United
States to do so on a bilateral basis. It must do so
only subject to the will and whim of the United
States Congress.

I ask the Prime Minister if we have an under-
taking. What is the real purpose of the Americans?
Do they want a free trade arrangement with
Canada or are they using this mechanism as a way
of extracting from us a series of managed trade
agreements to their favour? First lumber; what is
next, potash, oil and gas, steel, services? We do not
know. '

We in the Liberal Party have always favoured
finding ways with the U.S. of enhancing access to
each other’s markets. We believe our policy must
be developed as part of a global approach to trade
and not focus solely on the U.S.

It appears that if these negotiations continue
we are going to be faced with some kind of agree-
ment. Whatever it is, the Government will stagger
away from the table and cry victory.

"The conditions we propose include protection
of our sovereignty, limiting of U.S. protectionist
action, restoring our previous access on softwood
lumber, reduction of non-tariff barriers, preserva-
tion of our ability to legislate in areas such as social
policy, agriculture, regional development, the
environment, financial and service industries,
language and culture, the Auto Pact, and the
provision of adjustment assistance and the ending
of U.S. trade harassment on potash, steel, fish,
energy and agriculture.

Any deal which allows the current use of
countervailing duties will not be fair, will not be
free, and will not get the support of Canadians.
While we would welcome a dispute resolution
mechanism or a joint tribunal between the two
countries, an agreement that does not have an
appreciable, significant restriction for countervail
will not be worth signing on behalf of the country.

The Liberal Party’s trade policy is to fight
hard to ensure that any agreement with the United
States does not limit those opportunities, or limit
our political independence as a nation. Bringing us
closer together economically has its risks in terms
of our sovereignty, the. independence of our foreign
policy, our culture, social programs and our
regional economic equality. These are important to
us. We do not want them negotiated away. I have
spoken on two or three other occasions on this trade
matter when we had to set the agenda ourselves
with our own motions. We enjoy the type of
uniqueness and distinction of living on the northern
half of this continent with a separate political
system, separate traditions, a multicultural mosaic,
two official languages and a limitless inheritance in
terms of the environment. We like doing things our
way. Yet we are an outward looking nation. We do
not believe in fortress Canada. We look outward. I
do not believe we would feel comfortable in fortress
North America. I think we have to be very, very
careful as to how we analyse this situation. We
respect our American neighbours. We value them
as trading partners. However, we will not bargain
away our rights as Canadians to control our own
destiny. -
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Hon. Edward Broadbent, NDP (Oshawa)

“I think we should try and obtain sectorial agree-
ments with the United States that would benefit

both parties.”

We of the New Democratic Party agree that
the United States is and always will be our most
important trading partner. Ninety per cent of our
exports now enter the United States duty free. That
is the situation today, and I think we should try and
obtain sectorial agreements with the United States
that would benefit both parties. We have one
example the Prime Minister has often referred to in
the past, namely the Auto Pact, and if we can have
similar agreements in other sectors, we would like
to take this particular one as a model.

Furthermore, Mr. Speaker, I say we should
try and establish a process for settling bilateral
disputes so as to restrict the arbitrary levying of
compensatory measures by both parties.

Mr. Speaker, I am saying restrict, not elimi-
nate altogether.

It seems to me that in any trade arrangement
with the Americans, if we want to protect our
sovereignty and respect their sovereignty, it will be
impossible, and ought to be impossible, for us to
eliminate entirely the right of either nation at some
point to take countervailing action against the
other.

We in this Party believe in the sovereignty of
Canada and the ultimate obligation we have to
make the economic decisions which affect our
people, and we know that that is reciprocal. So at
some time if we say that we have the right to take
economic actions to protect the interests of our
people, then we must concede right away that we
could not expect the United States to eliminate
entirely the right to take action to protect its own
citizens. That is a given.

. Having said that, I also want to add that we
believe that, in addition to expanding trade with
the United States, which I have already said is our
most important trading partner, we have to make
great efforts to expand trade with other countries.

In terms of job creation and economic growth,
we must begin as a nation to make a serious effort
to get away from the massive dependence that we
now have on the export of resources and semi-
processed goods, whether it be to the United States
or to other countries.

The reality is that, compared with other
industrial or quasi-industrial nations, we have a
disproportionate amount of foreign ownership in
our economy.



The implications, in terms of the consequences
of entering into a continentalized economic
arrangement with the United States, are that these
firms, most of which are owned in the United
States, could very well have a major economic
reason to move their branch plants back to the
United States, if not this year, at least in two years.
It does not assume that they are sinister. It does not
assume that they are plotting against Canadian
interests. All it assumes is for them to be what they
are—profit-making business organizations. If they
can make more money by moving a branch plant
from Michigan to Georgia, it is not foolish to think
that they may believe it is more economically
sensible to move the branch plant out of Oakville or
Hamilton or some place in British Columbia or
Manitoba.

If we tear down the border economically and
all its implications, with no requirement for a
certain level of investment in Canada, why would
these firms not move to the greater market in size,
which is the United States, not Canada? Again we
have serious reasons to doubt the wisdom of the
policy of the Government in this regard.

Agricultural marketing is profoundly impor-
tant to at least half our provinces as a crucial sector
of their economy. I want to be very specific about a
concern which has been raised with me in this
regard. It is one thing to talk about protecting
marketing boards, but what may well be involved—
and I will be very frank—and what I suspect is
involved is that the Government will say marketing
boards will be kept but the supply-management
side of marketing will go, that there will be no
control of imports coming from the United States
to these sectors.

Also we are concerned about the auto indus-
try. We are concerned that once again we may
have the form of the agreement protected but the
substance gutted.

That is no laughing or joking matter. If the
Government is to indulge in a bogus game of saying
that it will keep the formal requirements of the
pact which talk about investment levels but remove
the negative incentive, if I can put it that way, of

tariffs and duties if they do not live up to their
requirements, we in this country could see before
the end of the century the complete obliteration—
and I put it as strongly as that—of the North
American automotive industry.

- All of us in the House can agree on the cliché
that the cultural identity of Canada must be
preserved. It is a cliché but it is also reality. I would
like to believe all Members wish to preserve it.
There are all kinds of uniquely important and
distinctive aspects to French-Canadian cultural
heritage and to English-Canadian cultural heritage
which are monthly gaining greater and greater
international recognition.

We also know that important protective
mechanisms have been put in place in Canada
through the years to ensure the survival and growth
of Canada’s creative people. I say that it is not
enough to talk about the protection of cultural
identity and uniqueness in this context without
talking about the protection of cultural industries.
There is nothing in the resolution that refers to

cultural industries. Once again, if the Prime

Minister had been forthcoming and had wanted to
allay some concerns, rather than raising new ones,
he would have told us what the Government plans
to do with cultural industries.

Another question which looms as a very
important concern in terms of the resolution and’
what flows out of it is what will happen during the
phase-in period of such a trade agreement. If we
have no FIRA, no effective instrument to protect
highly creative, quite profitable, in the Canadian
context, and in many cases technically sophis-
ticated industries during this phase-in period, what
will stop these companies from being gobbled up by
larger companies with more capital resources from
the United States?

After the gobbling up process has begun, the
pattern in this kind of international economic
development is that an American company first
buys a competitor, a good, small Canadian firm,
and then operates it as a branch plant for a while.
Then the company moves operations back to. the
United States. We are very concerned about this




10-year, or whatever the magic figure might be,
phase-in period and its impact on good, innovative,
imaginative Canadian firms that happen to be
smaller in size and could be gobbled up by Ameri-
can competitors. The New Democratic Party would
not put in motion any kind of resolution that could
lead to that. We think, however, that the Govern-
ment of Canada could do precisely that.

I happen to believe that the kind of political
and economic framework provided by social
democracy, with a mixed economy using proudly
and effectively the instruments of both the private
and the public sectors, is the right one. We must
proceed with confidence as a starting point and we
must have a national development strategy that
makes it important for men and women to get jobs
while expanding trade. In the final analysis, such a
policy says that we have to protect our culture, we
have to protect our industries and we have to
protect our sovereignty. That is what the Party I
happen to lead is all about. It is that kind of politi-
cal and economic thrust we think is necessary. For
that reason, we are completely opposed to the
motion before us.
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Hon. Pat Carney (Minister for International Trade)

“Canadians want to compete openly in a larger
market with clear rules and fair access and that is
the kind of agreement we are pursuing.”

As Atlantic fishermen, Quebec aerospace
workers, Ontario steel workers, prairie farmers and
British Columbia woodworkers know, we must
trade to survive let alone to prosper and we are now
fighting the ugliest outbreak of protectionism in the
U.S. and around the world since the 1930s. We are
fighting for those three million Canadians holding
a quarter of Canadian jobs whose pay cheques
depend on trade. We are fighting for a secure
future and for more jobs in the years ahead.

American Congressmen and politicians are
concerned about their trade deficit. For the first
time in their memory, Americans are buying more
from abroad than they are selling and they are
losing jobs to overseas competition. They are
turning inward, turning away from what gave them
the strongest economy and the highest standard of
living in the world. They are using all sorts of
weapons at their disposal, raising all kinds of non-
tariff barriers to stop imports in the mistaken belief
they can maintain jobs through protectionism.

In the last seven years, Americans have
launched some 40 actions against Canadian goods.
Many have failed but those that have succeeded
have penalized Canadian exports worth over $6.5
billion. No region of Canada has remained
untouched by American trade actions against us.
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These actions have cost Canadians opportunities
and jobs.

There are no signs of weakening in the protec-
tionist mood. There are hundreds of protectionist
Bills awaiting action in the Congress. That mood
should convince even the most skeptical Canadians
that our trading relationship with the Americans is
under attack. The new trade Bill would resume that
attack if we are unsuccessful in our trade negotia-
tions.

Let me deal with the agenda of the trade
talks. We were asked this morning to specify the
agenda. We have done so before but we are more
than willing to do so again. First let me stress what
is not on the table. Regional development and our
capacity to sustain regional development is not on
the table. Only the opposition Parties are dragging
it onto the table. Our cultural policies and our
ability to protect our national identity is not on the
table. The negotiators know that that is not a
subject for negotiation. Only the opposition Parties
keep dragging it onto the table. Our social pro-
grams are not on the table. Again, only the opposi-
tion Parties raise our social programs and try to
drag them onto the negotiating table. They are
trying to put culture, regional development and
social programs on the table, we are not.



Our negotiators are meeting today. Therefore,
it is not in their interests to mention specific nego-
tiating positions. However, I do want to say what is
on the table and why we are dealing with these
matters. Tariffs are on the table because experience
has shown that the Canadian economy has pros-
pered through tariff reduction. This is so even with
the Auto Pact which the Opposition keeps bringing
up. Members of the Opposition fail to mention that
tariffs have come down steadily within the Auto
Pact. For vehicles, they have come down from
around 17.5 per cent to around 9.2 per cent. For
auto parts, they have come down from as high as
25 per cent to 9.2 per cent. We have been reducing
tariffs for years, and in the trade talks we are
seeking to reduce them to zero on Canada-U.S.
trade over a period of 10 or 15 years, whatever is
negotiated.

Non-tariff barriers are on the table. Since the
early 1970s, non-tariff barriers to trade have
proliferated. Some are clear, imposing quotas onf
imports, for example. Some are not so clear, using |
technical or health standards for protectionism |
rather than for legitimate purposes. Another item
on the table is government procurement practices.
We are seeking to drop our “Buy Canadian” for

[(o

Also on the table are subsidies and related
- measures. Those are important to regional develop-
ment because under the existing trade laws, we
often do not know what kind of subsidies we can
use in regional development plans without bringing
on U.S. trade actions. We want clear rules. We
want to know what programs we will be able to
implement for regional development. The existing
international rules are not well defined and the
U.S. is seeking to broaden them in, for example,
the softwood lumber dispute and natural resource
pricing. We want better rules in both countries
because the U.S. subsidizes its products as well.
We want better rules on what we can and cannot
do. We need adjustment programs for the retrain-
ing which the Opposition talked about. We need
programs for women.

f the most important things on our agenda
for negotiation are dispute settlement mechanisms.
We want to replace the existing ones. The ones we
have in place currently operate within the GATT
framework but they do not make sense in applica-
tion and they are unilateral. We want impartial
mechanisms. For example, if the U.S. alleges that
our stumpage programs are subsidies, we want an
impartial, binational tribunal to deal with the issue,

their “Buy American”, and as the Prime Minister
pointed out today, 1 per cent of American govern-
ment procurement could create 75,000 jobs in
Canada.

Also on the table are customs matters. We
want to facilitate commerce between the two
countries by reducing the paperwork at the border.
That will mean lower cost for Canadian business-
men. Agriculture is also on the table. 1 have
touched upon the massive global problems we face
in agriculture and they exist because there has been
insufficient progress in bringing international rules
to agricultural trade.

We know that we cannot resolve all our
trading problems in the U.S. Canada bilateral, but
we can deal with some of them. We can deal with
some tariffs, we can deal with health standards and
we can deal with dispute settlement mechanisms
that are used to harass agricultural products.
Agriculture is very much a part of these talks.

\not the U.S. Department of Commerce.
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Also on the table is intellectual property. This
involves two issues: ensuring adequate protection
for those who create new products, services or
ideas, and ensuring access to those new products,
services or ideas. Let me give you an example. One
reason why companies locate their R and D in the
U.S. is that if they want U.S. patent protection and
someone else is developing the same idea, in the
case of a tie the company which did its R and D in
the U.S. gets preferred status. We do not like that
because companies will locate in the U.S. to ensure
their patents get U.S. patent protection. That
means that good jobs for highly-trained Canadians
are in doubt. We want free trade in intellectual
property. We want free trade in services. This is a
new area not now covered by international rules.
More and more of our economy is service-based. It
is about 67 per cent of our GPD these days. We
have a solid record of growth in services of about 3
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per cent per year. GATT is addressing these
problems and new rules for services. So are we in
the Canada-U.S. bilateral negotiations. We have
some of the finest service industries in the world in
engineering, financial consulting, computer services
and banking. We are world-class competitors and
we want to ensure access to world trade and ser-
vices.

Also on the table is investment. All countries
around the world are loosening their investment
policies. We did so when FIRA became Investment
Canada. The result was a record $6.8 billion worth
of investment for 1986. So far we are dealing only
with trade-related investment measures. The
Americans want more. We are listening but we
have not given the negotiators a general investment
mandate.

The Opposition has raised the question of
what the Americans want from this. Why are they
bothering with the bilateral negotiations with
Canada? What motivates them? Several things.
First, we are their biggest market and their only
growing market in the world today. Second, they
want better rules on trade in goods and services and
tariff procurement practices and provincial prac-
tices on intellectual property. They have the same
agenda as we do. Much of this is new ground.
What is very important to them is the trade and
services agreement with us. The Americans can no
longer dominate traditional markets such as steel
and automobiles, and they threatened to walk away
from GATT if trade and services was not included.
The feeling in America is very strong that if they
cannot make a deal with Canada in these new areas
in particular, if they cannot define rules and
regulations for new issues like services and intellec-
tual property, they are unlikely to do it in the wider
world of the GATT. They have a major and funda-
mental interest, even a historic interest, in trying to
come to terms with us. So the conditions for these
negotiations are far more balanced than the Oppo-
sition would lead us to believe.

We cannot stand still. Either we see our
trading Opportulnities and eventually our prosperity
fall prey to An}erican protectionism, or we seek an
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agreement with Washington which will give us
more secure access to that market. Let there be no
doubt, standing still will make us poorer. Only
moving forward will make us richer.

As Minister for International Trade no one
knows better than I about the effect American
trade