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_ It is always a pleasuie for me to come to London, in my
home area of Western Ontario. 1 have had a long association with
this city and I have many good friends here. )

In my capacity as Secxetary of State for External Affairs,
I have become more and more aware of the implications of the
scientific and technologicaljcbanges taking place in our modern
world. This rapid and accelerating pace of change has led to
growing interdependence; not oniy between neighbouring countries
such as Canada and the United States, but among all countries
and continents, Increasingly, people throughout the world are
conming to realize that nations ought not to be rivals in their
efforts to grow and prosper, but must necessarily be partners.
This represents a greduml change from conceptions that prevailed
only a few years ago.

Tke foundations for this approach to internntionnl
economic co-operation were established at the end of the Second
World War., It has been given institutional form in the World Bank
and the Internationnl Monetary Fund, the General Agreement on
Tariffs and Trade, the Economic and Social Council of the United

Fations, and the Organizetion for Economic Co-operation and

Development,
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~~ﬁowhere in tle world is ecohomic co-operation between
two countrics close: or more varied than between Canada and the
United Stetes. Although this may somctimes give rise to special
problehs; I thirk both our countries are greatly enriched by the
co-operative arrangements which*preVail‘be;ween us, ' |

This co-operation covers many fields. To mention oﬁly
a few:

1. Vater resources; as excmplified by the Columbia

- River Treaty; |

2., The utilization of energy; including electricity;

petroleum and natural gas;

3. The speciel arrangements for the automotive industry.

As the automotive industries are an important part of the
economy of this region; I would like to review the progress which
has been achieved under the Canada-United States Automotive Trade
Agrecment,

Like many secondary industrieé in Canada; the automotive
Industries treditionally have faced the problems of manufacturing
for the Canadinan market., !o matter how carcfully the Canadian vehicle
and parts producers managed their businésses; no metter how diligently
they took advantage of the latest technologies; they faced higher
costs than thosc of their competitors outside Caneda,

Some of the factors have been the higher costs associated
with short run assembly and manufacturing operations. This would
include the cost of writing off tooling and facilities over much
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smaller production volumes. The pfoblems of short runs have also
been compounded by the proliferafion of automobile style and variety.
The duty payable on imported parts of course has also been a factor.

In the period before the Auto Agreement; as a consequence
of these factors; pcices were eppreciably higher.in Canada than'iﬁ
the United States. The motor vehicle industry was also becoming
inéreasingly more depehdent upon imported components because the
limited volume of Canadian production mucde it uneconomic to produce
many parts in Canade. Consequently; imports of vehicles and parts
into Canada were increasing rapidly while; because of fofeign
tariffs and institutional barriers to trade; exports were relatively
small, Employment in the industry was prevcnted from expahding to
levels which might be reasonably expected 1f these obstacles were
removed. To overcome some 6f these problems; the Automotive
Program was negotiated with the United States and introduced in
January of 1965.

The Canadn-United States Automotive Agreement ié one of
the most important ond imazinetive trading arrangements cver made
between our two countries. Under its provisions; Canadian-made
motor vchicles and original cquipment parts cnter the United States
frece of duty. On the Canadian sidc; vehicles and origzinal cquipment
parts may be imported duty frec by~Canad1an‘vchicle marufacturers
who meet a number of specific production requirements. Duty free
entry of auto parts is also available to perts makers if they arc

for use in Canadian vechicle production.
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This is & unique development in our ﬁrade relations with
the United States. It is an arrangement whichk recognizes that the
differences in size; financial strength and the relative development
of our industries require special provisions to ensure that Canada;
in fact as well as in theory; derives equivﬁlent and reciprocal
benefits from trade agrcements between our two countries. Moreover;
this arrangement recognizes that it is necessary to do away with
fnstitutional barriers to trade as well as formal governmental
barriers; if Canadian industries are to be able to participate
effectively in the United States market.

Already substantial benefits have beer achieved under
tkis program. To dnte; the industry hes announced plens for
expansion of 169 existing plants. In addition; it has announced
the establishment of 95 new plants in Canada; making a totel of
264 plant cxpansions or new plants. Many of these new and enlarged
facilities are being designed to service not only the Canadian
market but the United States and other markets as well. Expansions
arc also taking place in the materials; supplying and service
industries which rely upon the automotive industry as one of their
ma jor customers.

Production during 1966 totalled over 900;000 motor
vehicles; a 34% increase over 1964, The value of shipments of
parts and accessories for 1566 amounted to $800 million; or
approximately $200 million more ttan 1964. Employment over the

same period increcsed by 23%.
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Exports of automotive products heave increased substantielly
under the program. In 1966; cxports exceeded $1 billion; an increase
of 437Z;Acombared witk a S5% increase in imports. While there
continues to be a trade deficit in respect to this scctor; in the
absence of the automotive program; Canada's adverse trade balance
would certainly heve been greater. At the sanmc time; there hes
been a-significant narrowing of the differential between the United
States and Canndian prices for eutomobiles et the factory wholesale
level.

Despite the progress which has been made so far; it
cannot be expected that deeply-rooted customs and practices of
doing business in this industry can be chanzed in a relatively
short time. Purcﬁasing agents in the United States have for many
years been in the habit of obtaining practically ell their nceds
from the large United States parts industry. Until the introduction
of the fiutomotive Program thtey herdly ever cormsidered perts
producers in Canadn as a source of supply. Consequently; during tlis
period of transition; problems will inevitably cmerge wh?ch will have
to be dealt witt to ensure that the purposes of tlic program are
aclicved and further progress is made in reducing institutional
barriers whichk still exist.

Many companics will have to makce substantial investments
to rec-cquip and expand their facilitics 1f ttey arc to be fully
qompotitivc on a lorth Amcrican basis. In this regnrd; the

Government lins established an adjustment assistance fund which is
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administered by & FToard under the éhairmnnship of Professor Bladen
of the University of Toronto. The Foerd is authorized to make loans
to enable Canadian sutomotive perts manufacturers to adept their 7
prodﬁctidn facilities to the new and expanded market conditions iA
an orderly manner. To déte; 40 loans amounting to aﬁproximately
$32 million Lave been made.

The Government hes aiSO made provision for transitional
financial assistance to workers laid off as a.result of adjustments
coused by tke agrcement. 4s I have elready mentioned; however;
there have been significent increases in employment and the market
for skilled labour of this type remains buoyant; and as a result
2 rcletively small ammber Lave applied for bencfits.

The Auto Tro;ram has brought major new facilities to the
London aren such e&s thec Ford Plant at Talbotville and others. These
arc provididg end will provide new jobs for many people in the
resion. These developments speak forcefully for the success of the
Progrem.

The Auto Pact hLaes also hiad an cffect on histway safety
programs becausc an exponding and interdependent market leads us
to the realization that automobile safcoty standards in the lorth
Amcrican continent are very much a matter of continental concern.

If ceortain snfety fcntufcs arce decmed necessary in the United Stntes;
the same reasoning naturally has some relevence to thie belance of

the Morth: American mar'tet, namely Canada.
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- The Federal Government;‘along with private organizations

and provincial governments; has been concerned with-automobile_
and hi-hway safcty for some time. Althiough the provinces have
lesislative jurisdiction in meny areas of this problem; within the
past month;.thc Federal Covernment tas taken ﬁn initiative inv
deciding to set up a public advisory Bonfd on Lighway safety
composed of represcntatives from the provinces; tte 1ndustry;
snfoty orgonizations and other intcrested groups. In addition a
cormittce kns been established in the Department of Transport to
assume responsibility for the co-ordination of all the Federal
Govermment activities in this field; for example; from setting
sovernment purchlasing specifications to research on skidding‘at
tle Mational Research Council.

This committec will also sort out the responsibilities
of various levels of government in respect of sutomobiles and
kighway safety.

The Federal Government feels that now is the time to make
a concerted cffort insofar as it is constitutionally able; to
rcduce tl.e huann and material carnase which sprirngs from our
nfflucncc; our desire for porsonal mobility and thie transport nceds
of our cconomic system. In our ~rowing world of automobiles; it
will never be cheaper or casicr than it is now to attack this problcm.

The Canadn-United States Automotive Aorecnent is designed
to providc a rationalization of the sutomotive industry on a

continental basis. The arsrcement is particulerly well adapted to
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the particuler circumstances of this industry; so that it should not
be concluded that this is the tyﬁe of agreement which will prove
equally suitable for other industrial secctors. .Canada recognizes and
values its important bi-lateral reletionship with the United States
andkthé posgible extensions which might'occur; while believing that
its destiny lies in the world-at-large. |

It is nntural thken thet Canada responds positively to multi-
lateral relations and to the institutions set up to organize them.
It is more within tl is context that we can accept the interdependence
which tte modern world demands. Canacdians realize that they cen not
survive in isolation but at the same time Cenade is not willing to
cive up the economic; social and political independence which we
possess end mcan to keep. |

Canada is the country of the futurc, Ours is a remarkable
record of over-all growth; comparing very favourably with most of
the zreat industrial notions including the United States. This
accomplistment is a measure of the underlying strenath and potential
of our economy; and provides valid grounds for confidence in our
ability to achicve and maintain a high and steady long-run rate of
growth., We kave the opportunity to build a country which can play
a much greater vole on the world stagc; but we caﬁ only do this if
we expand our horizons and seizc at the opportunities and challenzes

whicl: confront us.




