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Mr. Chairman, colleagues and friends, - ladies and gentlemen: 

It is a privilege as well as a pleasure to have the opportunity to return 

to one's country to address a symposium sponsored by two of its great univer- 
, 

sities and to rediscover so many Canadians enjoying one another's companionship 

in Montréarregardless of the language of their birth; the provincial home of 

. ' their choice; or the . tensions Of an election and especially at 09h00 A.M. 

Greater till is the privilege of listening and conversing. The appetite of 

public servants for Great Thoughts, ironically noted by Northrop Frye, is still . 

insatiable. And although ministers and their deputies and staffs have been 

known to attempt - these Great Thoughts on their-own, it is surely from the 

universities that the profounder reflections on human life and destiny should 

emerge,' A perspective of scholarly detachment is needed for the long view. 

Public policy which is not founded on this long view is apt to go astray. I 

know this is- an opinion finding less favour in our commnity and in other 

"advanced" societies today but it is one to which I shall always hold fast. 

So I should like to express my appreciation to GAMMA, and in particular to its 

Director, Kimon Valaskakis, and his associate, Peter Sindell, for remembering 

a Canadian in Paris. 

May I say, too, that I offer my thoughts here with diffidence - or as much 

diffidence as my temperament allows - in the hope that they may offer openings 

for discussion and reasoninetogether. The mix of disciplines and interests 

represented here will, I feel sure, produce fresh and novel insights and 

proposals concerning our complex topic. 



I have been asked.here today to speak to you about the whole basket of 

problems associated with Canada's capacity to trade successfully in the most 

attractive if, perhaps most difficult, regional market on earth. One is easily 

flattered to find that your enthusiastic conveners have such confidence in your 

endurance. and in my ability to •sUstaiô it; bubsinCe I alsà feel - very strongly 

that any speech should not be  too long,.. (even when you  have the‘ whole of April.- 

fool's day) I will reassure you that I intend - to deal only with sôme Of the, 

more. outstanding features,of the central problem. -And, if anyone here has . 

heard (or reae me•bef.ore on the subject, would,he or she;please not , stoP' me. 

As Lewis Carroll, wrote,-"I tell it yowonce, I tell it you, twice, what I tell 

you three times is true". 	 - 

The conjunction of Canadian designed and developed communications and 

cultural products .and of: both with federal policies may seem an'unlikely one as 

is the story of crossing a mule with,at,ônion. Nine times out of.ten, so the 

story goes, the result is a stubborn onion. But once in a rare while, what'you 

get,  if  you are.lucky, is an ass_that brings tears of happiness:to your eyes. 

- Ofcourse, I cannot promise any such delightful reward; but .I do hope to 

demonstrate,how vital.it -  has become in the present era to adapt - federal and ' 

provincial policies in'ways that will allow , us to understand and master the 

complicated and changing trade environment of Western Europe as.the revolution 

and competition in new information technologies gain momentum, 	• 	• 

But to adapt successfully requires precision as well as other skills and 

perhaps we might usefully apply a little precision to what we believe we are 

discussing today and whY I am standing here talking to you. 

2. 
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Let me begin by addressing the obvious fellacy ., I miet say-the absurdity 

of trying to predict the future which one could reasonably read - into thé title 

of.my  lecture and of thieSeminar) as soMething I shall undertake to do. The 

notion that-one can have a.Perspéctive*of time to come is a confusien of time 

and,.space. The notion,  too-, thatsomeone employed by e evernment Might be 

able to see farther than other people is:an:Other kind.  of ›confusion  .of time ànd 

space. •1\iew,  Lis. trie  that I work in an office on the top flOor of a'bUilding 

.in Paris and that I enjoy, in theory, a- magnificent spacial view of the French 

Capital 7 I sey in theory because the -wise public Servant always'keeps his back 

to the.wall. But this advantage . of àltitude does not releese:me or anyone else 

from the common lot of mankind: that we knowonly the passing mement and thé 

• past.- 

3. 

I will.go farther. Not only do I:deny the poSsibility of literal fore-

sight,. I,believe the habit of pretending that we can peasess it has'led-to' 

unhappiness and .disappointment and is surely making many people unhappy at this 

moment.-  The game of prognostiCation needa controls,. Perhaps .  we 'Should go'hack 

and read Jonathan Swift's Gulliver's Travels,  inthe section on the voyage èo 

Laputa, where the great Irish satirist holds up to ridicule the 'people Who in 

actual life were among hissood friends, the-gentlemen in country houses whà 

made plans for the future of the nation. They appear  in Swift's satiric dis-

torting glass as the pedants in the Academy of Projectors who are constantly 

planning a better world - which howeVer reffiains just - aS•constantly'in the 

unrealized future. 	. • 



Lewis Carroll, as so often, summed it up in Alice,  "Jam yesterday, jam 

tomorrow, but never jam today". 

By now you may have received the impression that I am trying to talk myself 

out, of sayinganythj.ng definite about the . future opportunities,for Canada in 
, 	 . 

Europe, or at least that I am trying,to talkyou out of...paying any a.ttention to 

what I say. • I may be doing both of these things. But common sense does seem. 

to suggest that there is such a thing as prudent foresight,. not only in person-

al affairs but also, and what is more and, perhaps, Most important, in public, 

affairs. : That we need to talk about the future (even if we can only speculate) 

is suggested by the fact that grammar - in both official languages - supplies 

us with a future tense -. I realize that thls is a'little like the argument of 

Flanders-and Swann, , the English comedians, "If the Ju-Ju *hadn't meant us to eat 

people, he'wouldn't:have made us , of.meat"-. .Butlet'it pass. The moSt com- 

pelling reason for someone in government to look to the future is thé necessity 

for budgeting - that is for obtaining authority from parliament to take your 

money and spend it wisely. It is a proverb that death and taxes are certain, 

and Our topic today is intimately related to both: how to use scarce public 

and private resources wisely to avoid the.destruction of ourfragile interna-

tional,trading capacity in the comparative novelties in electronics, computers 

and telecommunications technologies. 

In 1979 and 1980, the Secretary of State and Minister of Communications was 

deeply concerned about this question. The.Canadian government in general and 

several federal departments in particular were, and'had'been, spending millions 

of dollars 'a year t6 encourage Canadian production'and distribution of  cultural 

4. 
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and high technology goods. • Not as much as would satisfy Walter Light or John 

Hobday, but a handsome figure, nonethelees. In spite of this direct and indi-

rect financial assistance (which continued to escalate) the Canadian market 

appeared -to be too smali to make such production economically profitable. The 

United States market was slàwly being penetrated - but very slowly - and with 

rare exceptions, no major - breakthrough '1,1as in siet thete. The Western 

Eurdpean market seemed,- on the surface at least, promising becaUse of its size, 

wealth and appetite for cultural and comMunications products. Yet, it remained 

. 	. 
relatively unexplored and/or unexploitèd in these fields by Canadian  entrepreneurs) 

 

L'Europe, plaque tournante des étItanges 

PluS ouvele '511f l'extérieur que les autres régions dtr monde (les pays de la CEE 
Ont un ratio moyen exportation stil produit intérieur brut de 25 % contre 7 . % aux 

USA et 12% 	japon!, là Communauté vumpéenne constitue le carrefour des 
échanges internationaux. Elle  •Ssurc en 1977, le tiers des exportations mondiales, et 
réalise la moitié de ses échanges avec elle•minne. Elle vend et achète presque trois 

lois plus que les USA, cing .lois plus quo le Japon, neuf lois phis que l'URSS. 

Ainsi, la CEE cst un fournisseur, mais surtout un client de premier rang pour la 

grande majorité des régions, touchant ainsi 80 % des échanges mondiaux. 

A 	siunille que A est le principal fournisseur do e (par enemple, lo Japcan est 
I e principal fournisseur de l'Extr .ème•Orien11. 

• ° D signifie que C a D pour prinCipal Citrin( (par exemple. les États.Unis ont la 
CEE pour principal débo uché). 

les chiures entre parenthèses cotrespondent à la part do la région considérée dans 
les citportation mondiales en 1978. 	- 
On 'remarque la b 1 POlausafion (Jin 5ctlancie> internationaux autour de la CEE et des 
ttats•Unis et le rôle de iliaque .tournante des ér.lianges joué par la CEE qul est 
souvent le principal client et le principal fournisseur des autres régions. 

Finalement /a dépendance de l'Europe vis à,vis du reste du monde. notamment pour 
sr, approvisionnements en énergie (55 %) et en matières PrentiM's ( 1 0n énergétiques 
(75 %) ne devrait pas masquer une autre reatité l'Europe, en tant que plaque 
tournante des échanori internationaux 10110 un tôle vital pout l'économie Oes autres 
régions du monde, sans quo la réciproque soit louiours vraie. 

• 
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There was relatively little to show on the Canadian side of the ledger for 

the many important technical and cultural agreements that had been signed 

with Western European countries over the years. The region lacked a h'igh 

priority in the private sector which was reflected inevitably by government. 

There were Canadian officials in several European capitals whose responsibili-

ties appeared to include these fields and yet progress to increase sales of our 

products was disappointingly slow. Since Canadian cultural and communications 

products were in many cases competitive or even superior as to price and quali-

ty, the Government wished to be in a position to weigh fairly the value of 

their continuing public investment in industries which might not get off the 

ground, or might cease to proeper. Such public expenditure was becoming in-

creasingly difficult to defend politically without obvious practical results in 

trade abroad. In the Ministers' minds, therefore, before continuing or increasing 

expenditure in these sectors, the Government needed an objective analysis of 

the factors which might be impeding their potential. The problem might best be 

confronted, they believed, if a senior public servant, knowledgeable in both 

fields and familiar with the machinery of government in Ottawa and with the 

leading officials in the key federal and provincial departments, were to be 

posted in Western Europe in order to: 

assess the current market environment for Canadian communications 

and cultural products and the mechanisms Canada now has in place; 

co-operate with the representatives of the Department of the Secretary 

of State, the cultural agencies, the Department of Communications, 

the Departments of External Affairs and of Industry, Trade and 

Commerce and with firms in the 'private sector, both at home and 

abroad, to promote more effective marketing of Canadian communi-

cations and cultural products; 



c) establish contacts with foreign governments and buyers generally 

to the same end; 

d) provide advice as to the policies and programmes of the federal 

government which do or should assist in developing these foreign 

markets; and to 

e) report on the measures adopted by foreign governments to assist 

the international competitiveness of their domestic communications 

and cultural industries. 

The Ministers asked me if I would be prepared to undertake such a project 

since they felt I was particularly well placed to understand the complex issues 

given my work history prior to entering the public service but especially since 

I had been a Deputy Minister in both Departments. As many here might recall, I 

accepted the assignment as of April 1, 1980, a year ago today. 

In the twelve months since my assignment, the economic environment of the 

industrialized world - market and planned alike - has worsened. The deterio-

ration is hardly conducive to increasing international trade. Particularly 

because of the instability it breeds within national business coMmunities. 

Uncertainty and uneasiness about the future tends to strengthen the large, 

financially stronger and more firmly established contenders while weakening 

those with lesser resources and newcomers lacking entry to the market. It 

greatly increases the risk of unleashing illiberal governmental responses, 

policies and programmes. Since it is difficult to distinguish the economic 

from the political environment one can expecti a growth in political extremism. 

That aggravates the existing economic 'malaise and exacerbates the uncertainty 
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within the commercial-industrial world. Uncertainty, in turn, adds to unpre-

dictability: a familiar vicious circle. Planning becomes more difficult to 

Carry out and implement even as it becomes more necessary. One immediate 

effect of these conditions is fiercer competition in the market place (often 

eroding or evading established international codes of conduct), mostly because 

of declining opportunities in shrinking domestic markets where growing unem-

ployment and inflation have come to be accepted as inevitable for the foresee-

able future. In this cloudy, even murky kingdom of the blind, the keen one-

eyed man is king. 

The dismal growth outlook for the industrial countries is shared by fore-. 

casters .  in both the public and private sectors, national and international. The 

OECD/EEC area is now gripped in a recession whose intensity varies from country 

to country. Thdarea is faced with the prospect of weak recovery at best. One 

analyst summarized the economic commentaries of the period under review as 

".success in one country only"; 

"The increasing gloom with which industrialists all over the world 

are facing the future is hardly.  surprising, given the recent record. 

Industrial output has dropped sharply in all the main industrial 

countries except France, where the fall has been modest, and. the 

U.S., where the inventory cycle turned earlier.... On a 12-month . 

comparison, production has fallen by about 4% (though by more than 

twice that in the U.K.), taking an average for all countries except  

Japan (my emphasis). Forecasts are generally gloomy, even:for the 

U.S., where the recovery seems to have little momentum". 

8. 
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• Uncertainty about future U.S. policies; continuing war between Iran and 

Iraq in a volatile area, with severe implications for oil-consuming nations; 

continuing success of Japanese domestic and international economic and finan-

cial policies and their growing impact on some of the largest employers in 

western industrialized countries; continuing instability along much of Russia's 

border but especially in Poland,. Afghanistan and China; and continuing pros-

pects in OECD/EEC countries of higher unemployment (particularly among the 

young and women); high rates of inflation and low productivity show little sign 

of near-term abatement. 

. The current economic environment in Europe is bleak: governments know it, 

industrialists and industrial workers live the reality; the young, eapecially, 

fear the implications. 

9. 

But while Western Europe, regionally,.is a  major participant in this 

world-wide experience, not every country in the region starts from the same 

ideological position, economic base, political, or trading structure. And the 

economic and political differences within each country in the region are of 

significant interest to a trading nation like Canada, because a better aware-

ness of them can help influence the design of appropriate strategies to make 

the best of the fluctuating environment for sales of communications and cul-

tural products. But to exploit historical accident successfully is a highly 

sophisticated game. It takes time, and imaginative use of scarce administrative 

resources. Here however, the distribution of reliable information is an inex-

pensive but essential element in developing an .effective Canadian strategy. And 
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the strategy itself, while of critical importance, is largely a matter of deci-

sion taking. This too need not be costly if it is recognized as an experiment 

long-awaited and oft-times promised. 

Therefore, even if there are few variations on the theme of European re-

cession,  I  remain: cautiously optiMistic about the posSibility of Canadian' 

opportunities in this large, rich' market. My hope stems from at least tw6 - 

"discordant" notes in the uniformly gloomy tune -  being played out there.  The 

 first is that, because each country in the région views its . own situation from 

a different perspeCtive, its responses to the -crisis'also differ in degree from 

- those'àf its neighbours and competitàrs. The exploitation of buch differences 

(including the different political attitudes to'our country) could provide 

opportunities for Canadian initiative. The second "discordant" note is that 

communications industries are almost always,exceptions to declining'rates of 

national grOwth: they are the rare sùccesses In otherWise depressing lists of 

failures: . This is , one striking indication that an expanding market exists for 

products such as our cleverest entrepreneurs can provide, in spite of' the ge- • 

neral decline. (One must move swiftly to take advantage - of markets that might 

boon beComeprotected.) These two conditions, taken together form a kind of 

Window, an opening into selected European markets for Canadian business. Some 

Canadian companies may seize these opportunities on their own initiatives; the 

majority, if only because of the nature of government involvement in this sec-

tor in Europe, will require the guidance and support of Canadian Governments. 

There is another - unexpected and seemingly unrelated - factor in the 

present situation. Until a few months ago, Canadian federal administrations 

10. 
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during the past fifty years have thrown up their hands in frustration and 

despair over failed attempts to obtain agreement on a new constitution and its 

patriation. The present Government has now decided to bite that bullet. This 

expression of its determination, like the issue over the Dakar French 

Commonwealth meeting, has not gone unnoticed in Europe where, as a result of 

such boldness, we are not only once more noticed, but also are generaly res-

pected as a country no longer of snow, Mounties and baby seals. Related, but 

closer to my point, Canadian federal administrations since the beginning of 

this century, have shunned economic policies that might be described as 

"nationalist". During the great depression and post-war years, any overt 

measures by the federal government to support a specific sector of the economy •  

have beenadopted reluctantly, and only after public political pressure. As 

recently as the '60s, more than one Minister's public career foundered as he 

tried to pursue goals which lacked the support of senior economic advisers in 

and out of Ottawa as well as that of the majority of Cabinet Colleagues. It 

took more than fifteen years to treat a foreign owned and produced magazine 

as an equal under Canadian tax regulations. When the legislation was passed 

there was much crying "foul" by Canadians as well as foreigners and there still 

are groups in Canada who look upon that step as wrongheaded. Only a short while 

ago, the deeision to support SPAR Aerospace as the prime contractor or chosen 

instrument for the construction of Canadian domestic satellites was made only 

after protracted and difficult discussions within Government. And as with the 

Time case, doubts remain today in the minds of some officials and others as to 

the wisdom of the Government's support of SPAR, although the experiment has hardly 

begun. 'Today, the marketing of- Telidon and other Canadian communications and 

cultural products is often bogged down for the same kind of reasons. 

. . . / 12 



Nevertheless, a few months ago, an energy policy was announced that would 

use federal legislation, regulation, and a public corporation as the means of 

creating over the next ten to twenty years a Canadian-owned oil and gas indus-

try to ensure self-sufficiency in a critical natural resource. If this recent 

federal initiative on energy signals a shift in the way the main economic 

Departments and Cabinet look upon future industrial development, and the prio-

rity it might enjoy, it could prove of enormous significance to our presence in 

the international markets where our communications and cultural products must 

be sold. If the Government of Canada has decided on a mixed policy which com-

bines reliance on the market with selective, planned intervention directed to 

economic as well as socio-political objectives then we shall have moved much 

closer to the formulas and mechanisms by which Europeans and Japanese seek to 

influence the direction of industrial growth. If it can pursue such a policy 

with the full co-ordinated support of the bureaucracy, the private sector and 

of provincial governments all the better. We shall have entered the game 

of "picking winners", determining "chosen instruments" and helping by various 

means to build larger Canadian multinationals different in quality from those 

of the past. Such policies will be seen in Europe as dramatic departures from 

what our friends there regard as American traditions in our economic and trade 

policy. The change will be regarded as a move towards a more aggressive 

European and Japanese style of doing business. For the communications and 

culture industries, such a move is of critical importance at home and abroad. 

The current economic environment in Europe would have to take account of the 

changing Canadian circumstances. But the time-frame in which we might exploit 

such a shift in order to succeed in European markets is almost certainly going 

to be short because the present recession and gloomy outlook combined with 	. 

12. 
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growing Japanese penetration of traditionally lucrative markets appear to be 

provoking covert and even open protectionism in some countries. And, precisely 

because of the dismal outlook for the '80s and the fact that there is still 

much resistance in Europe to protectionism by most OECD and EEC Member States, 

it would be irresponsible not to try and gain a more secure foothold in the 

world's largest market, and the only fields in which all experts foresee industrial 

growth. 

The current environment might best be illustrated by how two very differ-

ent European countries approach production and trade in these fields and by 

what we, in turn, might do in selected countries and international institutions 

in the areas of communications and culture. I have chosen interventionist France, 

monetarist Britain and the EEC in Belgium as illustrations. 

1. 	France  

The French environment for Canadian communications products has always been 

an ambiguous one. In certain short-term prospects it is at present better than 

it has been; in other, longer-term, it promises to be less receptive. The sense 

in which prospects are "better", is that commitments to high technology policy 

and priorities, and public investment in communications by France's leaders, 

like public discussion of the information society, multilateralism, etc., have 

grown and become clearer in the past few months. Publicity given to the issues 

has raised public and business expectations about the value and profitability of 

this sector to the point where retreat from stated positions would be very 

. .  .114 
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difficult. The political, industrial and intel1ectua1 leaders of France may be gip 
gambling, but they are not dithering with rhetoric or field trials. They are 

taking action. The public seems to welcome the goals as credible. All this 

activity, however, is occurring in the midst of a world recession which 

promises to continue for some time. The repercussions of recession in a highly 

centralized and interventionist state could lead to ev en more difficult terms 

of access to its domestic market. 

France's Eiàhth Plan strongly emphasizes future technological development 

and is concerned with reducing dependence on depleting oil reserves. Since the 

Plan's early drafts the'external situation has deteriorated, and the Plan has 

undergone:considerable refinement, almost entirely to expand essential bases for 

the development of high technology industries of the future. Indeed the Eighth 

Plan, as now approved, is probably the first really strategic  plan since the 

Monnet Plan of the '50s. It is tough-minded, long-term, even futuristic, and 

demands that French industry adjust by the mid-80s. Last October the French 

Government approved the six "options" originally recommended - plus a seventh. 

The seventh had specifically been requested by President Valéry Giscard d'Estaing; 

it was placed at the top of the list of priorities. It calls for a major 

increase in research and development expenditures from 1.8 percent of GDP to 

2.5 percent between '81 and '85. You have no doubt read references to these 

facts in the writings of your Director, the Science Council, the Canadian 

Institute for Public Policy and senior executives of Northern Telecom. 

The logic of the Plan is simple enough in a period of world recession: 

employment, the government's chief concern, depends now and in the future, on 
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industrial growth. Growth, in turn, is conditioned by balance-of-payments 

considerations determined by French industrial competitiveness. Competitiveness 

depends on investment and innovation. Thus the circle is complete. The 

government wants to see 100,000 million francs (more than $25 billion) invested 

by the end of 1985 to create 200,000 new jobs. Since the two most important 

"options" are, first, to reduce dependency on energy raw materials and, second, 

to develop the most advanced technologies for highly competitive industries 

(the real engine of the Plan) the 100,000 million francs are to go to six 

strategic sectors: significantly, telecommunications, microelectronics, electronic 

office equipment, nuclear and aerospace plants, and marine (undersea) and bio-

technologies. 

The Plan does not tell the private sector what to do, because it does not 

have to. It provides the macro model and warns of the dire consequences of 

failing to reorganize. It has provided the goals, guidelines, framework and 

instruments for its industrial policy. It wants 25% of the world market in 

electronic equipment and it looks to be second only to the United States in 

undersea activities. Hence a range of tax incentives, subsidized loans and 

other programmes provide carrots to hungry but promising projects. Ministries 

are structured to back the goals with bureaucratic skills and political assistance. 

Thus has the government, supported by the National Assembly and the fonctionnaires, 

given the bankers, industrialists, school teachers and university professors, 

unions and research institutes, their "marching orders". 

By the end of October, for example, the top seven or eight companies in 

France, quietly nudged by officialdom, put through some spectacular corporate 

. .  .116  
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restructuring and "rejigging", especially in the field of t -élématique.  The 

result is that hugh old firms like Saint-Gobain (glass and piping) or Engins 

Matra (defence contracts) and Renault have been making enormous investments 

(and facilitating mergers) in smaller, newer, high technology communications 

and cultural industries. Examples are already both many and stunning - some 

critics would say frightening. Saint-Gobain, after purchasing a quarter of the 

shares of Olivetti (business machines), signéd an agreement with the huge U.S. 

firm National Semiconductors to create Eurotechnique in France and then bought 

another major slice of Olivetti. The new company's goals have been set: 6% 

of the European market in MOS chips by 1984 and an accelerated build-up of 

exports within Europe to 60% of its production. These percentages are based 

on a forecast of a $1.9 billion market in Europe for chips by 1985. 100 million 

FFrs were invested by the State and another similar amount less directly via 

"special" loans. Matra, whose main activities are in guided missiles (and as 

contractor for Telecom l's satellite programme), has recently moved into take-

overs and acquisitions of equity shares in newspapers and "Europe No. 1", the 

broadcasting and publishing group. Its most publicised acquisition was of 

the august publishers, broadcasters (in Luxembourg) and audio-visual producers, 

Hachette. Renault has moved from its controlling interest acquired in American 

Motors and Mack Trucks to signing an agreement with U.S. Ransburg Corporation 

to establish a new firm, Cybotech, to concentrate on the development of robotics 

in France as well as in related high technology and information spin-offs.  •  The 

two companies have also agreed to allow Cybotech to concentrate its trading 

in the Pacific region. Renault and Ransburg believe this move to robotics will 

eventually bring them into a major share of the world's household products of 

the future. As if these strategies were lacking in pace and imagination, the 
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French telecommunications industry was told in a Government-sponsored Report 

two months ago to move more quickly  and particularly to ensure control  of 

home electronics and communications industries
1

. The fundamental aim is not 

td 'catch up but' to lead. . 

Should anyone that ought to have been listening missed the message, the 

French patronat (leaders of the employers' federation) brought 2,000 bosses 

together in Strasbourg at the end of October "to put the fear of God in them", 

and, as a patronat official explained to a reporter: "They must understand that 

if they don't get to grips with bio-technology, the Japanese are going to take 

their vin ordinaire and turn it into fine wine without their knowing it". 

Alain Chevalier (head of Mot-Hennessy) told them: "Germany's example no longer 

fascinates us... because its problems are similar to our own". "France Incor-

porated" sees that'its "role model" is "Japan Inc.". So long as the Plan 

contributes to enlarging markets that remain open and increases consumer expect-

ations, there will be room for Canadian entrepreneurs; though, in time, given 

the recession and strong interventionist State philosophy, this market might 

begin to shrink for the outsider. 

This "instruction" is most likely directed to France's major electrical 
and electronics companies who can hardly be accused of inactivity: CII - 
Honeywell Bull (controlled by Cie des Machines Bull, of which, in turn, 
Saint-Gobain owns 51 percent), heavily subsidized by the State although 
47 percent of shares are held by U.S. Honeywell; CIT - Alcatel, part of 
Compagnie Générale d'Electricité claiming 60 percent of the world's digital 
exchange lines and recent purchasers of the Friden mailing equipment 
company in the U.S., in turn, a business machine division of U.K. Roneo; 
Thomson and, more important Thomson - CSF with nearly 40 percent of sales 

from  French  defence work which is now in digital exchanges and cooperating 
with Xerox on advanced computer memory devices. 

17. 

. . . / 18 



in the economic field or in the cultural field." ... It is necessary to clarify I t 

18. 

• But not just yet.• In the course of his opening address to the High 

level Conference of the OECD on Information, Computer and Communications Policy 

.in the 1980's, the French Minister of Industry made several references to his 

Government's attitude to the market. - He publicly stated, "As science, technology 

.and.industry,-data processing can only be.international. ...". Speaking of trans- 

border data-flow: Any protectionist stance must be ruled out. 'As with all 

goods, information must be exchanged and transferred according to the principles 

of free-trade". l'France's position is: We -do not want to see hegemony either 

the Toles of the State and the market. France, for its part, is ready to . give  

the market free rein.  All  France's efforts have been directed at making computers 

an industry like any other, and French manufacturers in this sector are now 

tackling the world market without any help from the State. To us this market 

approach seems . all the more justified as the only way of ensuring that -decision-. 

•making and choice of course are decentralized".• It would be reasSuring if one 

could be certain that this philosophy will dominate the French market environ-

ment. But it is, in fact, not deeply rooted and the continuing pressures to 

restrict market-entry, due to the extraordinary strengths of the U.S. and 

Japan in these fields, will increase. Therefore, the time-frame to establish 

a Canadian beachhead must be regarded as short and the task urgent, though 

still possible. Indeed, successfully developing the new mechanisms at home and 

abroad, and the supply bases and the terms of entry in France, could mean 

important achievements in many other markets elsewhere because of the hard  • 

lessons to be learned for Canadians to make a success of exports to France. 
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The bold political and economic leadership shown by the French Government 

has also stimulated public participation in expositions, seminars, "Computer 

and Society" weeks, etc., as well as a good deal of ink in the popular press 

to explain the subject. Leadership has also begun to show returns as attested 

by the billion dollar high technology contracts signed by the President on his 

world travels. Public investment in the policy was always part of.the Government's 

goal, as I have already said. So is regional industrial development. This 

Itparticipatory" approach promises immeasurably valuable results. One witnesses 

them everywhere and continuously: at international exhibitions like SICOB; at 

huge international symposia sponsored by the Government; in quality publications 

from the Ministries concerned; in new research institutes being established to 

deal with social issues created by the new technologies; and in popular writing 

like the recent book of Jean-Jacques Servan-Schreiber. All this activity 

contributes to public awareness - as in Japan - of the importance of the new 

technologies and the country's dependence on their successful utilization and 

sales. 

2. 	Btitain  

The British approach is altogether different. By all accepted indicators 

the British economy is a mess. Throughout Europe there is considerable discussion 

and argument over elements of the direction of economic policy within each 

country, or about merits of its fiscal and monetary politics. In the United 

Kingdom almost all sectors that are vocal are unanimous in the view that the 

state and management of the economy have notleen worse since the depths of the 
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Great Depression. In the past few months, and especially after the last two 

Budgets, both the Trades Union Congress and the Confederation of British 

Industries have been equally vitriolic in their criticism of government 

policies. The media have by and large joined the pack and even prominent go-

vernment back-benchers like the former Prime Minister, Edward Heath, have_heaped 

scorn on the government's current economic policies. Critics have no shortage 

of reliable data to support their views, however prejudiced. 

According to the most recent statistics provided by the OECD's Economic Out- 

look, unemployment in Britain will be the highest amongst the OECD countries and 

is forecast to rise from its current 8.5 percent to 10 percent in the first half 

of 1981, over 11 in the second and reach 12 1/4 in 1982. This last figure will 

translate into more than 20 percent for youth: Private consumption and industrial 

investment fell slightly in 1980 but manufacturing production dropped to 11 percere 

below the average for 1979 and in September was at its lowest level since 1968. 

The volume of merchandise exports is declining at an annual rate of nearly 3 

percent. No matter what indicator one turns to, it is down when it should be up, 

or up when it should be down. Inflation up, government borrowing up, real govern-

ment consumption up, sterling M3 growth up, external competitiveness down, to the 

point (and given the contributing factors) that the forecast to '82 of manufacturing 

decline is such that it could reach the level it held 15 years ago! Profits 

down, real disposable income down and down and down. One of the gloomiest 

pictures in Europe. Only North Sea oil and high interest rates in an active 

financial market in the City have kept the pound from falling too. A U.S. busi-

ness journal summarizes the situation rather shrilly and not always with accurate 
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statistics; but the sharp image of the malaise is nonetheless "true": "When 

the Thatcher government took over, in April 1979, the inflation rate was 

10.1%, wage settlements averaged 15% 9  the economy was stagnating and unemploy-

ment stood at 5.5%. Today inflation is up to 15%, wages are increasing at 

about 26% annually, the economy is in free-fall, and the unemployment rate has 

already moved beyond Depression levels to 8.5%. Conditions are so bad that many 

businessmen wonder what will be left of Britain's industrial base when the 

Thatcher experiment has run its course." 

And, of course, there is no shortage of free advice publicly offered by 

academics, media specialists, parliamentarians, private and public research 

institutes. "Solutions" range from more "real" monetarism through mild forms of 

Keynsian juggling of controls and the public purse, from interventionism of the 

French variety (or non-interventionist interventionism of the German variety) 

to straightforward Marxism. 

But Governments are led by their own Wizards and tend to follow their own 

yellow brick roads. The Thatcher government is no different. It is not without 

interest, however, to recognize some of the more serious proposals that have 

been put forward, since acceptance of alternative policies to those in force 

would directly affect opportunities for Canadian entrepreneurs in the U.K. market. 

There are "options" and there are Options: And in the particular markets Canadian 

communications and culture entrepreneurs seek entry, the government's responses . 

over the next few months to advice and criticism.  (including that of the Parlia-

mentary Committee Report on the Treasury) will have an immediate and long-term 

impact.. 
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First, judging .  from language in the public domain, one has the impression • 
that nothing fundamental will be altered. The Prime Minister has treated with 

contempt the calls of the CBI and others for selected tax cuts to aid industry 

and has defended her Chancellor's budgets to the last word. Her Secretary of 

State for Industry, Sir Keith Joseph, has recently described the wlole trouble 

as being caused.by  "incorrigible, inveterate,'economic illiteracy", with labour 

costs as the chief villain. But, beyond the sweeping general argumentation on 

how. best to deal with the entire economic situation, are-a series of specific 

suggestions from within and putside,the Government that aré almost certainly 

soing to have some effect. One can see signs.of movement already. 	, 

To consider,first the advice f rom outside the Government, I should like to 

refer.to  proposals recently put forward by the .Economic Adviser to McKinsey & 

Company, the Anglo-German Foundation and the Economist Advisory Group for Shell' 0 
U.K. Then indicate what the Labour Party has published as its policy .position 

on microelectronics. And finally turn to recommendations of one of several 

committees, public but "internal" to the Government such as the Cabinet Office's 

Advisory Council for Applied Research and Development and specifically to the 

views of one of the most influential single voices inside the.Department of 

Industry's bureaucracy, those of its Chief Scientist and Engineer, Dr. Duncan 

Davies. 

McKinsey's Economic Adviser is pushing the "French lesson". • His argument 

is a simple and straightforward one. Since the war Britain has paid heavily 

for the absence of "a strong central institution where coherent long-term national 
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objectives can be articulated in a plan after discussions between Government, 

industrialists, trade unionists and other relevant experts". Without such a 

body, he maintains, attempts seriously to modify the outmoded industrial 

structure through the National Economic Development Council with the aid of "an 

odd assortment" of bodies such as the National Enterprise Board, the Central 

Policy Review Staff and the Industrial Reorganization Corporation will be doomed. 

For him, the French approach has "demonstratee conclusively" that allying an 

indicative plan to an interventionist policy is the ideal mechanism for changing 

structures and performance. He criticizes British governments for ignoring the 

Hudson Report of 1974 which called for a national six-year Plan. He insists 

that today "a credible planning institution could help resolve the government's 

dilemma on how to use North Sea oil wealth to modernize British industrial 

structures". He appeals to the Government to examine the merit of creating a 

new planning institution. "If the Japanese and French track-records in picking 

industrial winners is good enough for the United States to be tempted to emulate 

them, how can a country like Britain afford the luxury of no long-term planning 

at all?" 

On December 9, a 12-man delegation of French captains of industry, paid 

a two-day visit to Whitehall and the City. It is the most high-powered delegation 

of French businessmen ever to visit Britain and took 18 months to arrange by the 

Foreign Office. The delegation met with Mrs. Thatcher and then Lord Carrington. 

They held business discussions with Sir Keith Joseph, Sir Geoffrey Howe and other 

key political, financial, business and trade union leaders. The 12 French 

businessmen are heads of companies and companies' federations upon whose success 

the Eighth French Plan rests. In making the arrangements the Foreign Office may 

be establishing a link that goes well beyond their hope for French investment 

in particularly depressed industrial areas of the U.K. 
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• The Anglo-German and Shell Groups compare and contrast approaches to the 

use of industrial aid by the U.K. and some of its competitors. The documents 

are critical of the U.K. stance and of the mechanisms it has employed. Each 

has been written by a respected expert, including a former senior economic 

adviser to the Department of Trade and Industry. 

These experts point out that the Thatcher Government, particularly her 

Minister of Trade and Industry, strongly favour the theory and rhetoric of mone-

tarism and the market. Because of their commitment to non-intervention and 

reduced public-funding of British enterprise, they found selective aid to industry 

unpalatable, made more so by the outcry of private industry about lack of 

assistance in fighting recession. Yet in spite of theory and rhetoric, a great 

deal of money is still being spent on selective State intervention. Indeed, a 

comparison with Germany in respect of direct aid to industry through grants and 0 

loans in '77 and '78 indicates that the U.K. spent twice  as much as Germany, i.e. 

L2.8 billion. Again, the process is widely dispersed in Britain, whereas in 

Germany it is concentrated on innovation in two or three industries, especially 

aerospace and energy. Moreover, "... the maintenance of declining industries 

and unprofitable firms has been accorded a far greater priority in the U.K. than 

in Germany"; and there are other marked contrasts. In "picking winners", Germany 

has spent much more than the U.K. on computer industries - perhaps four times 

as much between '71 and '75. The analysis also criticizes the U.K. for spending 

less than France and Japan in support of this sector and for favouring large 

rather than small and medium-size firms. In sum, say the authors: "... U.K. 

industrial policy (tends) to be... more interventionist, more concentrated on 

large firms, and heavily influenced by short-term factors. German industrial 
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policy has been less dirigiste  and has sought to be compatible with the com-

petitive market economy by avoiding direct structural intervention and discri-

mination beeween individual enterprises". 

The Shell study discusses how best to support small business development 

during recession, recommending (what is anathema to the present U.K. government) 

a number of measures including the establishment of a new English Development 

Agency for Small Firms mid a Small Firm Research Institute, making more use of 

Chambers of Commerce and expanding the Industry Department's small firms Division. 

It argues for restructuring the existing bureaucracy and expanding information 

and financial services to small firms, adducing many successful examples of how 

other countries assist small companies. 

The Labour Party, drawing upon the advice of a distinguished "Working Group" 

under the Chairmanship of Dame Judith Hart, recommends, in its paper, Micro-

electronics, that a future Labour Government concentrate on increasing and 

improving R & D and public purchaàing. In addition it wants to see greater 

authority to intervene in public enterprises like the Post Office, National 

Resaerch Development Corporation and National Enterprise Board in order to strengthen 

telecommunications and microelectronics. For this purpose it would use taxation, 

import controls, pricing mechanisms and public ownership. 

The Advisory Council for Applied Research and Development, chaired by 

Sir John Atwell and including many leaders of industry,. universities, unions, 

as well as the former Chief Scientist of the Department of inaistry, has published 
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several papers on industrial innovation and semiconductor technology since 

its formation in 1976. One of its most recent pamphlets recommends to the 

Cabinet that technology strategies for different industrial sectors be developed. 

R & D and other research programmes it supports should be "aligned" to these 

strategies. It stresses emergent technologies, particularly those of information 

and biotechnology, and calls for rapid development of new industries based on them. 

It sharply criticizes British resistance to the use of microelectronics and 

robotics. It wants to see the Industry Department make more efforts to build on 

British industrial and intellectual strengths. 

Dr. Duncan Davies seems to have been able to assimilate a great many of the 

criticisms of his Department and the Government. When I spoke with him recently 

he had no difficulty in reconciling his position with that of his Minister or his 

Government. He holds strongly to the view that different countries have diffe• 	gl, 
rent technical strengths and that for short-term survival Britain must concentrate 

on competitiveness in design, quality and manufacturing competence. In the long-

term, a careful choice of products, processes and services that economise on 

energy; and at durable products backed by efficient, customer-oriented maintenance. 

The latter should be achieved by favouring technological generalists in senior 

government and corporate positions. Dr. Davies believes technology began as an 

"optional extra" for society to make things happen more efficiently. A hundred 

years ago technology had become a base for policy for several successful companies: 

today it is the base for national "macro-economic" policies such as those of 

Japan and France. These countries, he points out ironically, enjoy the benefits 

of being losers of wars. Britain already has examples of successful, technically-

based "macro-economic" policy in medicine and agriculture. Technically-based 

policy often results from tactical enterprising initiative, for which government 111, 

can create a favourable climate. 
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Davies returns to "selection". "Selection is the rucial factor; . govern-

ments are not good at selecting products but can; in partnership with companies, 

select key technologies". For Britain, he lists the key technologies of the 

future': optoelectronics (microelectronic-like developments in which photons are 

used instead of electrons), biotechnology and computer software.  "Good macro-

eConomic policy increasingly is based on technical decisions; it requires more 

technological generalists to make and implement it". • 

Such are the views of many experts on Britain's present economic climate. 

One should also take account of political strains that have caused Cabinet shifts 

affecting industrial and defence policies. They have already led the Prime 

Minister to appoint from abroad a senior personal treasury adviser. What such 

precipitate bandaging will do to staunch the haemorrhaging of British economic 

wounds is hard to foresee. But it would be wrong to assume that the U.K. Govern-

ment has been paralyzed. It has not failed to act in some vital areas. There 

is a degree of optimism about the future at the most senior levels of government 

that is sometimes difficult for an outside observer to comprehend. But there 

appear to be sound reasons for some of these expressions of optimism and the 

measures they are inspiring. Such measures would offer Canadian entrepreneurs 

unique short and long-term opportunities for investment and trade in Britain. 

Signs of a decline in the rate'of inflation have cheered the Government 

and given it breathing space to introduce pragmatic policies affecting industrial 

development. The Cabinet has shunned interventionism or planning on the French 

or German models. Instead, Ministers have sought (rather like Canadians) to 
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look at programmes that might stimulate growth while seeking to rationalize 

"sunset" industries dependent on public funds. This is hardly monetarist theology. 

The Minister .  of Industry has had his problems defending such programmes. Like 

many other European Ministers of Industry he has doubled R & D expenditures, 

improved opportunities for domestic competition, reduced expenditures on some 

public enterprises and increased support for the private sector in international 

markets through mechanisms like the National Enterprise Board. His main effort, 

however, seems to be in reorganizing the bureaucracy to reduce red tape and focus 

more clearly on co-ordinated approaches to high technology production. This 

restructuring happens to offer opportunities for Canadian enterprise. 

For example, a Telecommunications Bill has been published whose object is 

to split the Post Office into two separate independent corporations and reduce 

the monopolies of both. There are powers in the Bill allowing the Government to 11› 

dispose of shares in the state-owned telecommunications group which operates 

overseas. If the Bill passes in its present form it will open the door to greater 

opportunities for Canadian and U.S. manufacturers of automatic exchanges etc. Both 

British Telecom and Plessey , (with Prestel) are gearing up for the expected on-

slaught from abroad. (As well as opening the market, the British are seeking a 

share of similar, "reciprocal", markets in Japan and in EEC countries.) There 

were also moves apparently aimed at eroding or radically altering the authority 

of the National Enterprise Board which has been engaged in important joint ventures 

with private sector partners at home and abroad (including the area of biotechno-

logy), but its future is still in limbo. Indeed, the Government's decision earlier 

to unload its holdings in ICL, Britain's largest computer firm, has now been 

countered by a recent decision by Ministers to pour millions of pounds into it and 

•to seek other partners to further strengthen its growth potential. 
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The important factor in these British moves is that the temporary instability 

created by restructuring offers important opportunities for firms like Mitel, 

Northern Telecom, Canadian Cable Systems, MDA, SED and many of our new software 

companies. My discussions in London confirm, not only a willingness on the economic/ 

commercial side to cooperate but an underlying political desire to see closer 

economic ties. Part of this thinking reflects the recognition that for half 

the voting population of the U.K. opposed to the EEC - and especially opposed 

to closer relations with France - there have to be alternative regional trading 

relationships. There is also a desire to keep abreast of what the British suspect 

is French economic and political manoeuvring in North America. Here there could 

be a major opportunity, if skillfully used, for entrepreneurs in the Mitel-

Northern product group as well as those in cable and film where new channels and 

pay-TV are to be opened up. But seizing such opportunities in the U.K. is not 

easy - is not something a High Commission is used to or geared up for. But, 

without doubt, Britain is a promising market in a "welcoming" environment and one in 

which Provinces could also cooperate to help compete to the advantage of firms located 

in their region. 

3. 	Belgium (the EEC)  

It is not possible to deal with this subject without mention of our relations 

with the EEC. The Community has its detractors - significant proportions of each 

of its Members' voting population as well as important politicians - but it exists, 

it is still there; and it has survived quite a lot. Its critics remind us that 

1980 was the target date for full economic, monetary and political European union 

(under the secure umbrella of a dominant, unchallenged USA). History has not 
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unfolded quite that way. Even a decade ago there was confidence and optimism 

enough for the founding six to agree to embrace the U.K., Ireland, and Denmark. 

Today, with all the problems flowing from inflation, unemployment and little 

prospect of economic growth, uncertainty is such that one might have expected 

attacks on the Community and even on the ideals that inspired it. This is not 

happening. The European Monetary System is only one success story; there are 

other important examples of political and economic cooperation. Major obstacles 

to • cooperation in high policy have been overcome. Unsteady progress will doubtless 

continue and so far, recession and international crises have not shaken Europe. 

Canada, if it is to be viewed in Europe as other than a minor appendage of the 

United States, can use association with the EEC to prove ourselves "Europeans" 

too. In electronics, communications and space technology our association with 

the EEC offers a chance, however slim, to reap some benefit. 

Electronic technology has been described as the "crude oil" of future 

economic growth. If that is so, Europe is in for another "energy crisis" shortly. 

It has become heavily dependent on external sources not only for components but 

also for many of the sophisticated products in which they are used. According 

to one recent study Europe used $3 billion worth of semiconductors in 1979 while 

purchasing only $1.3 bn worth from European companies. In microchips the evidence 

is even more telling:  • European company sales $500 m; purchases outside $1.6 bn. 

The world recession has made such internal weakness more apparent and the need 

for improvement more urgent. But how? 

In communications the story is more dismal. Estimates have suggebted that 

the world market per annum for computers and:communications technology is of the 
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order of $56 billion. But there is little evidence that "Europe" is about to 

unite in any fashion to try to capture a portion of that lucrative market. In 

most European countries, telecommunications policy continues to be exercised by 

state monopolies (PTT). In several countries these ineclude not only the basic 

telephone network but exclusive authority to supply terminal apparatus and new 

attachments. Britain's Post Office is still guaranteed protection; Germany, the 

so-called bastion of free enterprise in Europe, is equally protectionist through 

the Bundespost monopoly. France, in spite of statements to the contrary by its 

Prime Minister and Minister of Industry, has not admitted a single foreign product 

in this field. What can be done? 

The EEC sees the problem clearly. In aerospace, it has begun to tackle 

it successfully. But in electronics and communications Viscount Davignon, the 

EEC Commissioner for Industry, has been trying for, well over a year to  couic  to grips 

with the traditional difficulties. Internal studies were commissioned, leading 

to recommendations on such matters as a "Community Response" to the challenge 

of new information technologies. At the last European summit in Dublin, Davignon 

received the nod from heads of state for a plan to begin both "opening" the 

existing systems and building blocks for a revitalized, efficient Community 

industry to compete effectively with the U.S. and Japan. Product research was 

to be financed from the central budget and selfish adherence to national technical 

standards relaxed. The Commission wanted more than $175 Million over 4 years 

for joint initiatives to prevent duplication and to invest in future efficient 

"standard" chips applications, etc. At the end of October, Davignon pursued his 

policy publicly, pressing home the message in speeches, appealing to Members to 

rise above narrow company and country interests, and warning apocalyptically that 
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"Europe was walking backwards into the future with industrial uncertainty 

leading to destructive industrial rigidity - and that our lack of a unified 

home market is a fact of life which, if we do not change it, will make our 

lives most Miserable". 

In aerospace, it is clear that no single country or industry in Western 

Europe has the resources to build medium-range airliners let alone its own 

combat aircraft. Not to arrive at cooperative agreements means purchasing U.S. 

equipment. That in itself is an enormous incentive for change. It is not sur-

prising to find outstanding examples of a European approach such as the Airbus 

Industrie Consortium and the Tornado military aircraft programme. In the former 

the U.K.,.France, the Netherlands, Spain and West Germany cooperate; and in the 

latter the u.e., Italy and West Germany. Such collaboration has been hard won 

and is real and profitable. So far this has hot been true of Davignon's elec-

tronics and telecommunications policies. 

There are, however, a few positive signs - even from the cynic who suggests 

that Davignon's new systems might at least ensure "communication between the labour 

exchanges of Europe", filling all the jobs lost among junior filing clerks and 

the soaring vacancies for microchip repair men! In electronics,  •telecommunications 

and  computers,  governments have sought to nurture national champions,, and then to 

encourage the segmentation which deprives manufacturers of the economies of scale 

which Japan and the U.S. rivais have used to inhibit European growth in these 

fields. Deepening recession only makes such policies more popular and saps 

competitive vigour which in turn lowers productivity. The U.K. is now trying to 

break out of this vicious circle and create a more market-àriented policy in 

informatics. Hence the determination of Sir Keith Joseph to "relax" the Post 

. Office's monopoly, simplify the export bureaucracy and rationalize the government's 
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procurement policies. His actions have encouraged Davignon (who believes he 

also now has the support of other PTTs) to allow suppliers in other Member 

countries to bid for up to 10  percent  on telecommunication equipment orders. 

Standardization will be the next hurdle. Even now, in videotex alone, rivalry 

between the U.K. and France is so fierce that each has been refused the right 

to demonstrate its system on the other's soil! Here again, the real threat from 

the U.S. and Japan in hardware and software, progress toward international 

standards, and quiet "buying around" by the private sector will help undermine 

protectionism and strengthen a Community approach. 

The task for Canada is to back.  this Community approach and at the same 

time try to strengthen our association with the EEC through bilateral licensing 

and partnership arrangements with Member countries which cannot meet demand or 

happen to lack a particular product. We might have to become involved in multi-

faceted arrangements, including capital investment on both sideS of the Atlantic. 

We shall have to become more aggressively European in other ways when the EEC is 

most interested in expanding high technologyto the point of rescuing the 

European market from its Japanese and U.S. competitors. But such a policy requires 

agreement and co-ordination in Ottawa. 

There are-several conclusions to be drawn. Despite forecasts of general 

recession and decline in economic growth forecast for most EEC/OECD countries, 

the European market remains the largest and richest in the world open to Canada. 

That is, provided this market receives priority in a governmental strategy on 

.international trade in high technology and the cultural products it must carry 

(software, educational, feature and TV films, etc.). The task is first to deter-

mine the philosophy, strategy and means to achieve accepted goals: This has 

to be'done within realistic time-frames under guidelines coordinated in Canada 
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and Europe. The task is fOr the main player's to agree on a'strategy, to 

provide the means to carry it out, then launch it in full knowledge that success 

is not guaranteed and competition fierce. This requires resolute government 

action and resources. The alternative is to stop the pretense and the patchwork 

and the frustration of our private sector and its engineering and creative talent. 

Arousing false expectations only disappoints domestic confidence and injures our  • 

reputation abroad as a country seriously interested in trade. Deciding to do 

nothing is also a policy; but not the one I  would recommend and not one consistent 

with our needs, or the present Administration's new approach to energy policy. 

May I  suggest an approach or "philosophy" which is Canadian  in the sense 

that it does not try to imitate any of the national approaches with which we 

are familiar. Canadians should accept the reality that, unlike any country on 

earth, we are a genuine federation and as such incapable of a highly centralized 0 
approach to:international trade. Another reality is that the U.S., though our 

closest friend and-largest customer, cannot also be our chief economic model when 

its open, competitive industrial system is underpinned by the world's largest 

banks, defence industries, multinational corporations and one of the largest, 

richest, unfettered domestic consuming markets on earth. We have few Canadian-

owned industries of consequence in the field under review and we have many U.S. 

and other foreign-owned and controlled multinationals in our relatively small 

home market; we also have a highly regulated, complex federal/provincial tele-

communications system and a much subsidized cultural products industry. Our 

experience and opportunities grow from very different environments and the problems 

posed by these differences are being better understood by Canadians every year. 

II> 
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"Picking winners" for us by singling out specified regions of the globe for 

priority treatment - always a popular cyclical game with Ottawa mandarins - has 

proven to .be of little help, for a country as weak industrially as we are once 

we try trading products other thari our natural resources. ,We do not have an 

obvious economic model to help establish trading opportunities in Europe or else- 

, ' where.  But  we do have some unique strengths, and these shouhl be exploited by 

means .consistent with our institutional style. 

As I have argued earlier, Canadian governments have rejected anything like 

a comprehensive strategy, a grand design for economic development. (The 

National Policy, now over a century old, was the exception). True, our govern-

ments have  not rejected intervention in the market: no "pure" market economy 

exists anywhere in the world. But the sum of such interventions - industrial, 

regional, international - is a strategy only by default. Yet, within the fra-

mework of the mixed economy and the mixed and selective strategy, which is the 

paradigm of Canadian economic practice and philosophy, it is possible to build 

from strength. While the outlook for the world economy is grim, growth oppor- 

tunities exist even as unemployment mounts,and"governments struggle with infla-

tion, structural dislocation and sophisticated policies of protectionism. A  • 

Canadian strategy which seeks out and exploits the opportunities - fits in well 

with the philosophy and practice of selectivity and the rejection of grand 

designs. It is an interstitial strategy. Its potential strength arises; para-

doxically, from our country's well-known modesty and flexibility (both essential 

to our historical survival as a united Canada). But an interstitial strategy 

will not be an outcome of patching and bandaids. It depends on information and on 

mechanisms to ensure response to opportunities. It depends, crucially, on capacity 
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to react quickly. Interstices, after all, are small and easily obliterated. 

The opportunities are fleeting, the moments for action ephemeral. 

The requirements, then,,are information and speed of reaction. This is a 

deceptively simple statement. Carrying out an interstitial strategy is, however, 

anything but simple. The necessary information is,not likely to be easily 

accessible; "intelligence" is a more appropriate word than information. Thus, 

for example,'information analyzed in Ottawa would have to be assimilated and 

combined with reliable intelligence gathered by the Departments of IT & C and 

External "in the field". The two-way flow would have . to - be continuous and 

rapid. No one would claim that suob a process.is  in operation now. The capacity 

of bureaucracies for delay and procrastination is, as we know, boundless. Inter-

departmental coMmittees operate  in  geolOgi i.me;  private enterprise does not. 

> Federal and Provincial officers in the fie..> are not always a team. If businesses. 

, need.assistance, they have a right to expec:. to work with a team just as the 

team will expect the full cooperation of businessmen. The half-life of trade 

and investment opportunities will not  survive the customary decision-making appa- . 

ratus in Canada. The challehke is.to confront and overcome these formidable 

obstacles. It's difficult, but not impossible - if there's a will ... 

If there is a will, there's a way. Strategy will flow from the suggested 

approach; goals Will be set, time-frames laid out. Intelligence mechanisms 

must be established first (perhaps using the Japanese MITI model) beginning with 

IT & C and Statscan developing reliable data on export and import patterns 

between Canada and Europe.. Information - in confidence will have to come from 
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the private sector and be shared, possibly through sectoral committees. There 

will have to be a process for marketing product "winners" with very specific 

markets in Europe, i.e. picking winners must be twinned with picking winners' 

markets, again based on reliable field intelligence. Proven mechanisms from 

other countries and industry's experience are, if not transferable, adaptable, 

as Ezra Vogel has indicated in his "Lessons for America" - Japan as No. 1.  But 

none of this can happen if the will is lacking. Is it? 

Thank you. 

OSTRY, BERNARD. 

--Can Canada penetrate the European 

communications market? 
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