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Incroduction

I would like to thank you for taking the time to
come tTo Cttawa for these consultatiens. They follow on my
consultatlons last week with European leaders and a meeting
I had yestarday with labour leaders from all sever Summit
countries. NextT week, I will be meeting with
representatives of the Canadian agricultural sector.

Tha views of the business community are important
to me. It is you who are most immediately affected by the
econamic decisions of the Summit. The centinuing chjective
of eccnomic Summits is to strengthen market forces and
economic growth, not only in our owno countries, but oa a
global basis. we do not expect spectacular results from the
Toronto Summit, but rather a continuing commitment to
policies favouring sustained non-inflatiocnary growth, whila
international trade and current account imbalances unwind.

Eurap=an Consultations

During my meetings last week with five Summit
leaders, the changes I suggested in Summit format were
enthusiastically endorsed:

- A return to the origins of Summits, with mora
spontaneity,

Focus primarily on econcmic issues, specifically:

A first Summit session for leaders to set the eaconomic
priorities for the Summit.

A session among leaders alcne on the second Summit day
to discuss long-term issues.

Cur agenda for the meeting has also been
endorsad.




We have registered lmportant messages on: the Uruguay Round
and its mid-term review in Montreal later this year;
agriculture: the FTA: and debi, particularly ALricarn debht.

I cannot forecast what will emerge on the issues
summit. But I can now assure you that these ara
to. pa the malpn themes at Toronto.

Our obhjective will be to return to fundamentals,
conveying signals of confidence to the markets end to
restore credibility to the Summit process. During the new
session among leadars on long-term Llssues, I will railse
education, in ralation to productivity, product training
rasearch and development and science and technology.
Although the focus of the Summit will be squarely on
economic issues, political issues will be discussed;
clearly, the overarching theme will be East-West relations.

International Economic Situation

The Canadian economy continues to grow at a strong
rate, and prospect= are bright. Hy govarnment has
introduced a number of key reforms which will support our

dynamic private sector. The Free Trade Agresment with the
United States will provide mejor opportunities for Canadian
businesses and investors. And our other policies, such as
tax reform, privatization and deregulation, will also help
to make tha Canadian ecopomy more compatitiva.

Structural reform iz the principal economic policy
theme of the Summit. I told European leaders the FTA will
ba a major catalyst for structural adaptation in Canada.
tha secocnd cycle of these Summits comes to a close, the
world economy is in its sixth year of growth. The major
trade imbalances are starting to be corracted. Iaflation
remains low. The economic Summits have worked well. They
hava producad cooperative aconomic policies supportive of
nen-inflationary growth.

In Toronto, we will be discussing the
international economic situation. I am, on balance,
optimistic about the international economic outloak.
Certainly, prospects are much better than they appeared six
menths ago. However, while the short-term ocutlook looks




gquite encouraging, the madium term is more worrying. The
large trade and current account imbalances are starting to
unwind, but thls proces=s will ba slow.

In Europa, I stressed the need for the Summit
countries o contlinue Lo improve economic policy
cocoparation. Important progress has been made cn this
during the past year. We managed the fall-out cf the
Cctobar stock market upheaval through impressive
ceordination by our G-7 Flnance Ministers ard central banks.
with satisfactory results. Cur challenge in Toronto will ba
to build on that progress to restore market confidence,

At present, it may ba difficult Summit-wide to
achieve more progreszs on the fiscal front. The United
States government in particular iz uplikely to act further
in view of the forthcoming election. Thus, as I have
mantionad, structural reform will assume an increasingly
important rcle. Canada's record here is very strong, as
Mrs. Thatcher has said. But, as I told labour leaders
yesterday, we must continue to remove obstacles to market
forces and to stimulate the private sector.

Trade and Agriculturse

Despite the encouraging global economic situation,
protectionist pressures remain strong. Movement on trade
matters, espacially on agricultura, is eritically important,
and is a major Canadian priocrity fer the Toronto Summit.
Following the OECD Ministerial, we want the Summit to give
impetus to a mid-term review conferenca of the Uruguay
Round, to be held in Montreal next December. This will give
a signal to governments and to the business community of a
real commitment to trade liberalization by Summit leaders,

Agriculture will be a key issue. Urgent action is
needed on agricultural trade. We are working together with
the Cairns Group of agricultural exporting nations to
achieve an agricultural cease-fire and real disarmament in
this field. The Summit must provide further impetus to this
process. However, my discussicns last week with Eurcopean
leaders "have shown this will not ba esasy.




Canada is interested in solutions. In zome caseg,
the Eucopean attitudes are less committed to refarm. In the
MTN, we alsoc need to make progress on anhancing market
access, strengthening the GATT and cn trade in Services, a
rew and very important component of this round. T would be
interested 1in your views on this.

The Interrational Debt Situation

We hope to make progress on the international debt
situation. A lot has been done becavse of the Venice Summit
for the poorest, especially in Africa. More iz needed. We
thus support concessional interest rates in the Paris Club
for rescheduled official export credits. Unfortunately, for
the mcment, there is a deadlock on this question. Howavear,
wa have proposed a compromise solution and I am hoepaful of
progress soon.

The debt issue iz one on which I placed emphasis
in Burope. It is also a priority for several other Summit
leaders, such as Mrs. Thatcher and Mr. Mitterrand. Mr. De
Mita is highly sympathetic too. We are also BnCouraging our
Summit partners to improve their aid performance in these
countries. For the middle-income debtors, wa'll be looking
to strengthen the implementation of our current casae-by-case
strategy. Support for the U.S. aéministration's effort to
get the World Bank general capital increase through Congress
will be important. wWe will also encourage indebted
countries to persevere in their econcmic reform programs.
And we will pledge our support to the growing list of
financial options available to banks in the "menu" we
endorsad at Venice.

Considerable effort is going into seeking new
approaches to the debt problem. While we understand +the
phenomenon of *debt fatigue® on the part of debtor countries
and creditor banks, we do not see any viahle alternative for
the major debtor countries and commercizl banks to an
incremental approach which builds on the existing
case-by-case strategy through the addition of market-based
solutions.
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I was delightad to accept vour gracious inwvitation
to participate in the 117th annual mesting of the Canadian
Manufacturers Assocliation. The CMA is nearly as old as
Confederation itself, and it has grown with the country.
Your 3,000 members represent some 75% of the manufacturing
gutput 1n Canada, and provide jobs for nearly two million
Canadians.

Manufacturing is now, and has always been, the
motor of our economic growth. Canada‘'s manufacturing sector
accounts for fully one-fifth of our national cutput, scme
$100 billion a year, Manufacturing is far and away the
largest sector in the country, and lts importance has
increasad, rather than diminished, over the years.

Ard so I am honcured to be with you teday, though
I am not the first Prime Minister who has met with the CMA.
More than a century age, as Michael Bliss tells it in
northern anterprise, hils epic history of Canadian business:
"Sir John A. used to meet with members of the Canadian
Manufacturers Assoclabtien in the billiard room of the
Queen's hotal in Teronte to exchange mutual promises of
support.”™ I have not been in a pool room since my youth in
Baia Comeau, and then only for educational purpcses. But I
did receive a warm fnvitation from your Chairman, reminding
me that “the CHMA has consistently supported your position,
becausa we Delieve that your basic policy agenda iz right."
So while the surroundings and the issues may have changed,
the Prime Minister stlll enjoys the suppert of the CMA, and
I must say that Sir Jchn A. would have approved.

I wanted to talk to you today about the
performance of the Canadian economy, the record of the
present government, the prospects for future prasperity
under tha Fraa Trade Agreement, and the agenda for this
month's Economic Summit in Toronto.

Tt is not before this audience that I need to
dwell on the difficult fipencial situation we inherited from
our pradecesscrs. r challenge was to get the nation's
finances undar contrel, and get the country moving in the




right economic direction. By any objective measure, we are
doing that. We have reduced the deficit from more than 38
billion when we took offica, to less than 529 billien
today. As a consequence, interests rates have fallen

Cower lnterest rates are one of the reasons Canada's
consumer spending is up sharply -- up 316% since the
election. With lower Interest rates and a hospltable
investment regime, we'wve attracted $21 billion in new
investment to Canada. Unemployment was 11.7% when wa farmed
a government and today it stands at 7.7%, its lowest lavel
in seven years.

Since we came to aoffice, Canadians such as
yourselves have created nearly a million and a guarter new
jobs, the strongest employment growth rate in the western
world. In the manufacturing sector the performance has been
equally remarkable:

output in manufacturing i1s up 13 per cent in past 3%
Years.,

employment in manufacturing is up by owver 150,000
{nearly B per cent) over the same peried.

capacity utilizatlion in manufacturing stood at an
estimated 81.7 per cent in the 4th quarter of 1587 --
the highest level of capacity utilizetion since 1973.

the rate of return on equity in the fourth quarter of
1987 was 12.7 per cent, the highest rate of return
gince 1531.

1988 intended capital expenditures 1ln manufacturing is
egtimated at 518.4 billion - up 23 per cent from 1987,
more than double 1384 capital spending in manufaturing.

Canadian manufacturing has come back from the
1981-82 downturn and it has learned something from the
experience, that iz not enough to have protected marksets at
home, we need to be competitive in world markets. One third
of Canadian manufactured geods are exported, and fully 80%
of cur manufactured exports go to tha United States. So the
timing of the Canada U.S.-Free Trade Agreement could not
have been mora propltisus for Canadian meanufacturing. And




clearly the manufacturing sector had been thinking about
possibilities and implications from the time we lauached
initiative in September of 19E5.

I am gratified by the support of the CMA for Lhe
Free Trade Agreement. It is an expression of ccnfidence not
just in the manner the government concluded the
negotiations, but in the future of the manufacturing sactor,
and in tha Ffuture of the country itself. As Mr. Thibault
wrote to me on November 11: "We believe the improved and
sacura access to the U.S. market 15 a critical, necessary
building block to achieve our long term objective of
becoming internationally coempetitive.® There will bae the
challenges of adjustmeat in some sectors, to be sure, but
there will also be the copportunities of new markets. The
canadian economy, and the manufacturing secter stand to be
major winners in free trade.

The Economic Council of Canada, the nation's
leading independent body of eccnomlc experts, recently
published an impact study on the Agreement. The Council
foracast=s that 250,000 additional jobs will be created
during the first 19 years of the Agresment. It alzo

forecasts additional economic growth of 2.5%, over and above
the growth expected in the economy, or §11 billion of
additional eccnomic growth. That msans new jobs feor
Canadians, and new prosperity for Canadian industry. And it
means that Canadian manufacturing is going to be a winner.

In the manufacturing sector, Judith Maxwell and
har colleagues forecast 1% additional output growth, or
about 51 billion of growth in the manufacturing sector over
and above growth in the current eccnomic framework. And the
Council forecasts additicnal employment growth of about 1%,
or about 20,000 additional jobs in the manufacturing
sector. The Council believes there are significant new
opportunities for printing and publishing, for primary
metals such as steel and aluminium, for the wood industries,
and for the food and beverage industry.

I note that in your endorsement of the Agreement,
you stated that your members were "overwhelmingly in favor
of the Agreement®, and that this was particularly true of
manufacturers in Ontario. I am delighted to hear 1t, but
not surprised.




It 15 appropriate that Canada should be hosting the
Economic Summit in Toreoante this menth. Toronto is a
showcase of our economy. It is a full employment city —
unemployment in Toronto stands at 3.2%, the lowest in nearly
14 years. I believe a good and appropriate signal this year
from Summit leaders will be that they are committed —-
coemmitted to the task of managing the international
economy. Canada will =speak with a strong veoice and with
conviction in Toronto. Our volce will be heard on the
igsues that affect us & trading nation, but also the anes
that teouch our conscienca. Allow me to expand for a few
moments on each.

Compared to the situation we faced only three
years age, Summlt countries have made good progress in
coming to grips with the larga axternal imbalance=s that
daveloped. The U.3., Japan and West Garmany have, with
success, taken important policy steps to address those
imbalances. Our govermnment gailned admiszsion for Canada to
the G-7, and the group of Seven Ministers have been doing
important work. FPiscal and monetary policies of the leading
{ndustrial nations are more compatible than they have been
for some time,

One of the important areas for particular
attention this year is the pursuit of structural reform.
In this regard Canada's record iz strong. Tax reform,
privatizetion, deregulation, and free trade are examples
initiatives that provide Canadian business with a better
framework to compete, at home but in tough werld markets
wall.

Summits play a vital rele in leading the
international fight against protectiecalsm. The Uruguay
Bound, launched following the Tokyo Summit of 1986, is the
mast ambitious since the GATT was formed. The task for the
Summit this year is to move the Uruguay Round ahead, and
specifically to give momentum to the mid-term review
conference which we will host in Montreal next December.

one of the meost important items on the MTN agenda
is agricultural trade. In recent years, we have made
agricultural reform a top priority in summits, in the OECD




and elsewherea. I first introduced the subject in the Summit
forum at Tokyo in 1986, and I raised 1t last week Lno
pra-Summit consultations with my Burcopean colleagues.

The debt burden of many developing countrles, now
totalling more than %1 trillien, greatly precccuples
Canada. Most debtors and creditors, including Canada,
continue to work within the framework of & cooperative,
multilateral strategy which has avolved since the onset of
these problems in 1982. Utilizing a ¢ase by case approach
to sach country's situation, the strategy cambines economic
reforms by indebted countries with financial suppeort from
external creditors and donors. If the strategy is to work,
however, attention must be focussed on further improving its
implemantation. Codmmercial banks need mere encouragement -
and confidence - to continue providing financing fo debtor
countries which implement appropriate agjustment programs.

The Venice Summit last yvear called for the
expansion of the structurel adjustment facility of the IMF
to provice concessicnal. financing. Since last year's
summit, the World Bank has been able to marshall commitments
of U.8. §6.7 billion for co-financing of adjustment programs
in the poorest countries of Sub-Saharan Africa. Adding to
this momentum, Canada announced at the Franscphone and
Commonwealth Summits lagt fall that it would forgive cebts
assocliated with development assistance loans for 13
countries in Sub-Saharan Africa., If the othar Summit
countries tock similar measures, the ODA debt of the poorest
of the posor African nations would be reduced by 15%. We
will strive for more in Toronto and I am encouraged by the
response I received last week from my European collesagues on
thls Lopilic.

I want, finally, to say a word about envircoment
and education, two interpnaticnal issues of great moment
which will tell us a lot about the xind of world we're going
to have, and Canada's place in it in a new decade and a new
century. We can no more examine these issues in isolation




than we can our economic concerns: indeed our approach to
both issues is crucial to our eccnomic development. Acid
rain 15 a transboundary problem in Eurcpe, just as it is in
Morth America. The detericoratiocn of the oczone layer is an
iggue for the entire world, Envircnmental protection and
aconomic development are mutually reinforcing, not mutually

axclu=siva.

In this regard, I count on the manufacturin
sectar to be increasingly conscientious users of our
environment. The eavironment, and envircamental research,
are also growth sectors of our ecoromy, in consulting,
design and manufacturing. It's a well kept secret, but
thers are over 100,000 jobz and at least 57 billion of
aconomic activity, in the environmental sector of our
ecomemy. That's not a bad thought for Environment Week --
the anvironment is not only good for you, it is a growth
arsa of our eccnomy.

As for the imperatives of education, they are
compelling and clear, and will raise the issue of education
with my colleagues at the Toronto Summit. A nation's
preductivity may end on the assembly line, but 1t begins in
tha classroom. If we are to remaln competitive, if wa ara
te meat the Pacific challenge and that of the Buropean
Community, we will need higher math =scores, greater language
proficiency, and higher reading and reaseoning skills. And
we must urgently address the issue of literacy, if we are to
meat the international competitive challenge. Adult
illiteracy is one of the silent tragedies of our age. OQnae
in four Canadian adults is functionally illiterate. It
means millions of Canadians have difficulty in reading to
their children, and difficulty in reading training manuals.

Consider the sadness of that in human terms, and
the loss of productivity. The sadness is immeasurable, the
productivity loss is measured in the billions of dollars. A
study by the Business Task Force on literacy published in
February of this year concluded that illiteracy has direct
and indirect business costs estimated at §4.5 billien. It
further concluded that illiteracy leads to increased
accidents, lost productivity, iacreased unemployment and
more extensive training costing Canada §10 billicn a year.




fou know the problems, you see them in your
workplaces every day. 1In the federal government, we have
funded a literacy secretariat, and we will be doing more.
That 13 part of our goal of building a Canada that is
prepared To maat the competitive challenges of a new decads
and a new century. That's the essence aof the fras trade
cetate. I urge you all to get invelved. Help us win a more
prosperous future for our youth, Help us create employment
appertunities for our people. Help us achieve eguality and
dignity for working women. Help us chtain justice for
Canadian consumers. Help us win markets for Canadian
producers. Help us build a Canada celebrated for it
competitive excellence,
lelp us build a Canada that is oper %o the world. Help us,
in every corner of the land, te take this cause toc the
Canadian pecple.

I ask for your help, I need your help, and tha
help of Canadians evarywhere, as we turn another page in our
history, and move on to a new decade and a new century.




