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LEADING THE COMPETITION

A Forum to Develop a Trade Strategy for
Canada's Advanced Technology Sector

PURPOSE

The purpose of this Forum was to bring together the expertise
of industry executives engaged in the development and
marketing of advanced technology goods and services and
government officials involved with trade policy issues, in
order to:

. contribute to the evolution of public and private
policy responses, strategies and initiatives
affecting the future development and success of
Canada's advanced technology companies;

. advise federal negotiators and others of preferred
approaches for ensuring secure and improved market
access through bilateral and wmultilateral trade
talks; and,

. identify issue areas where industry and government
can work together for mutual benefit to enhance
the trade performance of the industry.

The format and agenda were designed to facilitate discussion
and enable participants to achieve these objectives.

The proceedings of the day's discussion, the consensus on the
issues examined and priorities for action will become part of
the national discussion on how the public and private sectors
can work together to develop a more vigorous advanced
technology industry in Canada.
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LEADING THE COMPETITION

A Forum to Develop a Trade Strategy for
Canada's Advanced Technology Sector

SUMMARY OF DISCUSSION AND RECOMMENDATIONS

BACKGROUND

The project was initiated to assist with the development of
briefing information for current trade negotiations. Participants
in the day-long seminar included corporate executives and senior
federal government representatives involved in the advanced
technology sector.

ORGANIZATION

Keynote presentations defined the issues and challenges associlated
with freer trade for the advanced technology sector. Participants
then assembled in three workshops to address the implications of
freer trade in relation to international market trends and
characteristics; the removal of barriers to trade (particularly
NTB's in the Canada-U.S. context); and, the longer term ability of
Canada to attract investment in research, development and the
commercial production of advanced technology products and

services.

ISSUE DEFINITION

The keynote talks concentrated on the growing trade deficit in
advanced technology products (an estimated $12.5 billion#*), along
with Canada's relatively poor performance in the area of R&D. The
view was held that a continuation of past trends would see Canada
slip in the rankings of economically advanced countries,

#(Note: Estimates are based on Statisticecs Canada methodology for
reporting import/export figures. That methodology is being
reviewed by the Department of Regional Industrial Expansion in
cooperation with CBEMA and the Institute for Research on Public
Policy. CATA attaches considerable importance to the development
of an accurate information base for the advanced technology
sector,
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The need for Canada's advanced technology community to make its
position known with respect to freer trade and the many issues
addressed therein was emphasized. Concern was expressed that the
forthcoming bilateral and multilateral trade talks will be
dominated by traditional, economic sector interests rather than the
interests and views of industrial sectors that will be expected to
contribute proportionately more to Canada's future economic

growth,

WORKSHOP REPORTS

l. Industry Characteristics and Trends
It was felt that freer trade will make it even more imperative that

Canadian industry be responsive to market characteristics and
trends, including the rapid pace of technological change.

Features of the Canadian Industry and Market

- $12,5 billion deficit and growing

- generally open access to domestic markets

- restrictions affect market access of several products and
services

- small, domestic market requires an export orientation
(particularly to the U.S. market)

- companies organized to exploilt niche markets

-~ increasing number of joint ventures to secure market access

-~ Canadian sector marked by competition rather than co-operation
among Canadian firms for market opportunities.

International Market Trends

- increased integration of technologies, (i.e. horizontal
markets)

- custom/customer designed technology more prevalent

- markets "automating" to maximize use of technology and
information
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industry standards as a key to future market definition and
opportunity

technology is expanding and differentiating markets across all
economic sectors

marketing strength and responsiveness determines success as
opposed to production orientation or technological capability
Newly Industrialized Countries are growing in importance; the
timeframes to establish advanced technology supply capability
are shortening and the role of technology transfer is
increasing

coordinated national strategies are driving technological
innovation (i.e. linking industry, government and university
resources to create critical mass of effort in strategic R&D in
order to derive national advantage in downstream markets)
barter trade becoming more prevalent

Existing Barriers to Trade

There was a tendency to focus on Canada/U.S. relations. The
consensus was that there are more constraints to trade on the U.S.
side and that Canada has more to gain than the U.S. from
dismantling these protectionist barriers.

"Examples of U.S. NTB's

barriers to the movement of people back and forth across the
border

countervailing duties and cumbersome adjudication processes,
particularly in the context of protectionist sentiment in the
U S.

"Buy America Act"”

congressional/regional concerns for job protection

small business and minority set asides

security regulations (e.g. COCOM) and security clearances
required to access critical technologies

surface transportation act

restrictive requirements for communications and other licences
standards, as a major area of concern notably for newer
technologies not yet identified or classified in customs

codes in Canada/U.S. trade and the newly adopted Harmonized
System (HS) of tariff classification (e.g. advanced materials,
biotechnology, etc.).*

emerging trend towards protection of intellectual property
rights/constraints on technology transfer.

(Note: Standards vary in relation to health and quality assurance
requirements for products being exported. The U.S. is the leading
source of new standards for most advanced technology products.)



"Canadian Barriers to Trade”

- interprovincial trade impediments

- custom regulations re bringing equipment back into Canada for
servicing

- immigration and other policies that hinder movement of people
across borders

- T"negatilve" attitude to technology capability

- application of COCOM and other U.S. security regulations more
demanding in Canada

- communications regulations with respect to the transfer of
information

- "Think Canadian" program

- government procurement (federal-provincial preferences/major
projects)

- Canadian Standards Association/Underwriters Laboratories
activities

- higher mail and communications (satellite particularly) rates
in Canada

"Multilateral Constraints"

- LDC's requirements for offset purchases, technology transfer
agreements or counter-trade

- Europe and Japan: standards; EEC is a second level barrier;
otherwise constraints are similar to the U.S. '

The effects of moving towards freer trade will eliminate many, but
not all, of these barriers (e.g. military and security concerns
will be difficult to remove).

3. Investment Incentives (Why do R&D or Invest in Commercial
Production in Canada)

The workshops identified a broad range of reasons for investing in
R&D and technological innovation in Canada. These include
government procurement, joint venture arrangements, the ability to
launch products in the resource sectors, historical factors,
convenience, availability of skilled people, quality of life,
competitive investment incentives, and political stability.
Offsetting factors include higher risk/reward ratios, a more
conservative investment community, and the absence of both a strong
technology "culture" and entrepreneurial instincts among the
general population. As well, the advanced technology community in
Canada is already subject to pressures to locate at least some R&D
and production closer to major markets, notably in the U.S.




It is not entirely clear if this latter trend is a response to U.S.
protectionist sentiment or if it reflects cost factors and the
benefits of being more effectively integrated into larger R&D
centres.

On balance, it was felt there 1is now no special advantage offered
by existing investment incentives and the availability of capital
and human resources in Canada.

The effects of freer trade would eliminate the existence of
protectionist biases in the U.S. that encourage otherwise
unwarranted investment south of the border. At the same time,
however, it could weaken some Canadian government-provided
investment incentives, while opening up Canadian investment
decision-making more fully to the pull of major market areas.

"Areas of Concern”

- mneed to maintain relative appeal of Canadian investment
incentives, particularly for R&D

-~ high tech industry cannot be built on protectionist factors:
investment decisions must reflect market realities

- companies now producing in Canada only for the domestic market
will be under intense pressure if freer trade is negotiated

- appropriate safeguards and adjustment timeframes required for
strategic sectors and segments of the market X

- governments will lose leverage on non-rationalized MNE's to
encourage expansion of investment activity in Canada. For
rationalized MNE's, free trade may enhance their ability to
conduct R&D and build production capability

GENERAL CONCLUSIONS

- There was a consensus to support "freer trade"” negotiations,
albeit with appropriate safeguards, adjustment mechanisms and
timeframes. Companies considered "freer trade" pivotal to the
growth of international markets for advanced technology and
that this will increase opportunities for Canadian companies.,
There was a general feeling that most Canadian companies would
be able to compete successfully in a more open market
environment.

~ Notwithstanding, there was opinion expressed that Canada must
be careful to protect existing advantages. With freer trade,
there will be pressures for corporate amalgamations. Exchange
rate, labour and transportation charges could influence
investment location decisions significantly.

- Providing equal access to Canadian government procurement could
affect the competitiveness of certain Canadian firms. While
the use of Canadian government procurement policy to foster
Canadian-based technology development was regarded by some
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participants as critical to commercial success in emerging
technology fields, it was stressed that improved access to U.S.
government markets could increase this market area tenfold.

The workshops were not able to adequately judge the possible
effects of freer trade on Canada's balance of trade. However,
the probability is that access to larger and more rapidly
growing international markets will be of greater benefit to
Canadian industry than any losses that may accrue to companies
not now competing internationally.

Similarly, it was felt that the implications for longer term
investment in R&D and commercial production in Canada would be
at worst neutral, with most participants tending to think that
overall, private sector research and investment in Canada would
be stimulated.

There is a need to negotiate freer trade arrangements in the
context of a more coherent national technology and trade
strategy. Freer trade will be of most benefit to countries
that are relatively more sophisticated in the development and
use of technology. There are signs that Canada is slipping
behind the world's technology leaders. Thus, for Canada to
reap the full benefits of freer trade, the nation, as a whole,
must become more technology driven. This will require closer
links and increased cooperation between government, industry,
academia and labour.

There is a particular challenge facing almost all small and
medium-sized companies with respect to upgrading their market
development and sales capabilities.

There are a lot of unanswered questions with respect to the
implications of freer trade for emerging technologies (e.g.
advanced materials, advanced manufacturing equipment,
biotechnology, etc). ’

There was general concern that the attitude and mind set
brought to bear on trade negotiations will inadequately reflect
the interests of high technology industries.

RECOMMENDATIONS

ll

Given the strategic importance of science and technology based
industries in Canada's economic future, a separate SAGIT should
be established for the advanced technology sector. Present
SAGIT groupings should also include increased representation
from the high tech community. A research budget should be
allocated to each of the SAGIT groups.

Commercial Officers

Industry input should be sought in the designation and
geographic locations of the trade counsellor service.
Political-social reporting should be converted to business-
economics reporting.



Co—-0Ordination of Data Banks

Existing information and data systems need to be co-ordinated
in order to provide information on export market opportunities
in a cost effective and expeditious way.

Public Awareness and Image

A consistent, unified and positive image of Canadian high
technology, as a world class competitor, needs to be promoted
abroad. '

U.S. press briefing through the offices of External Affairs,
promotional programs using exports awards, and the designation
of "high tech weeks" should be supported fully.

Linkages

Co-operation between Canadian companies is essential to exploit
market opportunity. To this end, information exchange and
technology awareness need to be encouraged by, for example,
national trade associations and government. The initiative of
the Canadian Advanced Technology and Mining Associations
exemplifies the benefits of such an approach to develop markets
for high technology in the resource sector (May 7,8, 1986 in
Sudbury). These efforts should be extended to Transportation
and other key sectors.

Tariff and Non-Tariff Barriers

A strong organlzed effort should continue to press for dimproved
and more secure access for Canadian high tech equipment,
services and processes, including the removal or reduction of
non-tariff barriers bilaterally and through the GATT.

~ GCOCOM rules should be ‘opened and reviewed more frequently
because of rapid changes in technology.

- the flow of service personnel and equipment should not be
hindered in any way.

~ open and early access to bidding information, including
non-classified technical conferences is essential to
market development,

~ the relaxation of national security restrictiomns, and
encouragement to open access to DoD procurement and R&D
contracts should be sought.

Domestic Business Climate

The definition of research should be interpreted more broadly
to include innovation or industrial R&D. Canada should ensure
that government will still be able to support the incubation of
Canadian technology.
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AGENDA
LEADING THE COMPETITION
Skyline Hotel, Ottawa, 25 March 1986

Registration & Coffee (Convention Level Lobby)

Purpose of the Forum (La Chaudiere Room)
Michael Potter
President, Cognos Inc.
Minister's Remarks
Hon. Frank Oberle
Minister of State for Science & Technology
Overview - Key Issues and Concerns
Moderator: Roy M. Woodbridge .
President, Canadian Advanced Technology Association
Speakers: Stuart Smith
Chairman, Science Council of Canada

Dwayne Wright
Senior Advisor and Coordinator, Trade Advisory Secretariat
Department of External Affairs

Bill Hutchison
President, William G., Hutchison & Company Ltd.

Question Period & Coffee

Minister's Remarks

Hon. James Kelleher
Minister of State for International Trade

Luncheon (Stop 26)
Working groups assigned.
Concurrent Working Groups (Laurentiar, York & Seigniory)
Participants meet in smaller groups to discuss issuss rais=d in the
presentations and ‘themes deScribed-in the sourcs book.. The objective *
is the development of & brisfing note on the technology dimension of
international trade.

Coffee (Convention Level Lobby)

Plenary and Closing (La Chaudiere Room)

VWorkshop spokespersons present reports.
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NOTES FOR AN ADDRESS BY
THE HONOURABLE FRANK OBERLE

MINISTER OF STATE FOR SCIENCE AND TECHNOLOGY



Ladies and Gentlemen:

Welcome to the CATA Seminar on Canada - U.S. trade issues. I
would like to congratulate the people who organized this
seminar on our behalf. This occasion is a unique opportunity
for the exchange of ideas and opinions between industry and
government on the issue of free trade with the United States.

Canada faces an enormous challenge. The future of thils country
is being decided now, and that future depends on how we develop
and manage science and technology over the next ten years.

Despite what you have read in recent media reports, I would
like to assure you that the Mulroney government places the
highest priority on research and development. Although we
don't have a lot of money to throw at problems, we have come up
with some innovative solutions for dealing with the issues that
have plagued the S&T sector for years. Evidence shows modest
success.

This government has put the emphasis back on the private
sector, on the small, innovative firm that is the engine of
industrial growth in Canada. We believe that the private
sector 1is the best judge of what 1is best for business in this
country.

Qur biggest challenge is a high technology trade deficit that
has soared from $1.5 billion in 1970 to $12 billion in 1984.
This deficit is the worst among European Summit countries.
Other indicators confirm this disturbing story. Canada's
expenditures on industrial R&D ranked seventh in 1981 among
QOECD nations. We were eighth in terms of market share of OECD
exports of R&D intensive products and that market share is
slipping. )

The resource-~-based industries -~ the economic backbone of our
country - have seen their market share slip due to increasingly
heavy competition from the large volume, low-labour cost
approach of the newly-industrialized countries. Canada has
been slow to adopt new technologies that will enhance our trade
in agriculture, wood, fish and minerals.,

Canada depends on trade more than most other OECD countries.
For example, 27% of our products are exported, while Germany
exports 28%. We can compare this to 14% for Japan and 217% for
Great Britain., There has been much discussion lately about the
merits of free trade versus protectionism. Basically,
protectionism works in favour of those countries with something
to protect. Canada, for example, has a very limited domestic
market compared to the large, self-contained domestic market in
the U.S. Thus, the Americans are motivated to try to protect
their markets, while we Canadians are eager to penetrate those
markets and to increase our share of themn.
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Free trade works in favour of nations with something to sell
beyond their own limited markets. As Adam Smith said, the
economic growth of a nation depends as much on its capacity to
consume as it does on its ability to produce. And Canada does
not have a large consumer market. X '
The prospect of enhanced Canada - U.S. trade offers us enormous
potential for growth, and yet at the same time poses questions
that must be resolved as soon as possible. We know that
industry wants 'secure access' to U.S. markets. Some of the
firms in your sector export up to 90%Z of their products to the
U.S. 'Secure access' is essential to their survival. We also
know that tariff barriers no longer concern your industry as
much as non-tariff barriers do. We are here today to learn
which of these non-tariff barriers are the worst obstacles, and
to work out solutions to deal with them.

0f course, Canada faces challenges in the form of non-tariff
barriers that cannot be resolved through discussion. Many
non-tariff barriers are the result of intangible and entrenched
attitudes. TFor example, our U.S. neighbours are proudly
nationalistic, and usually prefer to 'Buy American' if it is a
choice between two products of equal value, This is a
challenge to Canada to work at changing that attitude and to
come up with superior products that will leave no room for
choice.

We also face difficulties in the area of institutional
procurement. Many of you here today are trying to penetrate
the U.S. market for defence goods, and some of you may have
been frustrated by rigid non-tariff barriers and regulations.

I would like to know what your problems are in this respect and
your ideas on what we in government can do in our trade talks
with the U.S. to abolish these barriers.

I see great opportunities for Canada in trading with the U.S.
We have developed expertise in many unique areas, and must work
to secure these 'niche' markets. I also see many areas of
strategic importance to Canada where we have not developed an
expertise, This is hurting us.

This country's rich resource base is the envy of many
countries, and yet to a great extent we've ignored the
strategic technologies needed to manage these resources.
Canadians are resourceful and innovative, but we have not
profited fully from the opportunities we were blessed with.
Instead - even though we are the biggest wood producer in the
world - we import whole saw mills because we do not
manufacture them here. We import mining equipment to tap some
of the world's richest mineral deposits.,
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I am thinking here of how poorly or irresponsibly we have
managed our resources. How little attention we paid bending
our technologies to help us manage better and develop
industrial technology. One thing is certain. We don't mneed
freer trade with the United States to sell our natural
resources - our forest products and minerals. Instead, we need
to enhance our trade opportunities in the manufacturing
sectors. While it is so important for us to compete
effectively in pure high-tech products with Japan and the
United States, it is equally important to begin developing more
technology—-enhanced products, to give a value-added component
to our mineral and forest products and to open up market niches
for ourselves in these areas.

With a 812 billion high technology trade deficit, we should
perhaps councentrate some of our energy on looking after our
domestic market and enhancing our natural resource products.
In this way, we might not find ourselves in as much of a
head-on competition in high tech consumer products with the
U.S. and Japan.

The philosophy of the federal government on the question of
free trade follows the same lines we have proposed since we
took office. Our main thrust has been to reorient the federal
machinery to increase private sector investment and influence
in the Canadian economy.

The Federal budget was notable because it addressed two urgent
priorities. It took a hard look at the deficit and introduced
measures to eliminate it, At the same time, it is increasing
the private sector's influence in the economy and in the way
government spends its R&D dollars.

The budget restored a very important principle that was first
introduced by the Conservative government in 1979. It has
established guaranteed funding to the university research
granting councils over the next five years., In addition to
stabilizing the granting councils' base budgets, we have
introduced a new element which gives the private sector major
influence over research conducted in the universities.

Three principles:
- stability in funding
- university-private sector linkage,
— instant diffusion of technology.

I have asked Canadian industry to commit itself to $370 million
of university funding over the next five years. The full
participation of the private sector would result in an increase
of more than $1 billion in total resources available to the
councils over the balance of this decade.
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The government has set the policy framework which is built on
important linkages between industry, the universities and
government. It's now up to industry to act on that., The
federal government is prepared to match, on a dollar for dollar
basis, incremental private sector contributions up to six
percent of each council's budget in the previous year. The
councils need industry's commitment and investment if the
five~-year funding formula is to succeed.

The message I want to leave with you today is that the only way
Canada is going to succeed is if we work together. Over the
short—-term, this means we are all going to have to put a little
more in than we take out, That's basically the bottom line.

We have to as governments balance what we do for business with
the other priorities we have., But just as you criticize us
when we goof off - publicly - it would not hurt if you also
spoke out publicly if you feel we are on the right track.

I would like to thank all of you for taking time out of your
busy schedules to come here to give us your advice on the
Canada-U.S. trade issue. This government is committed to
consultation with the private sector. We need your ideas; we
need to know about your problems and about how you think we can
help solve them. |

We are here today to explore ways of improving our access to
foreign markets. One possibility you may wish to consider has
been used effectively in Japan and some European countries. It
involves encouraging joint ventures between groups of
companies, possibly even including some foreign companies as
partners, to do research and development.

~ dimmigration laws

- patent act .

- constraints on the venture capital market
- structural problems in securing HQ persons
~ government procurement.

I hope you will take with you today the feeling that you have
met with your partners instead of your adversaries. We are
here to work with you to realize Canada's potential to the
fullest., Free trade talks are about to begin and we want to
know what your concerns are and what you think we can do to
help. Again, thank you for coming. I know that this exercise
will profit all of us.
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Thank you, ‘Mr. Chairman. I can
assure you that it is my pleasure to
be here.

I thinks what you'd 1like to hear
from me this morning 1s an update on
our two sets of trade negotliations --
with the U.S. and with GATT -- and an
attempt to put these negotlations in
the context of advanced technology
and scilence. So that's what I'm
going to gilve you.

First, the update. These two sets
of negotlations are complementary in
nature, and the structure we have put
in place to conduct them reflects
this fact.

As you know, the Prime Minister
has given Simon Relsman overall res-—
ponsibility for both negotlations and
Ambassador Reilsman has established a
single Trade Negotlations Office to
prepare both exercises. This makes
good sense, because most of the data
and analysis that 1s being assembled,
and much of the consultative process
with the provinces and the private
sector, will apply to both negotiat-
ions.

I can also tell you that we have
gone to considerable pains to assure
that all interested constituencies in
Canada -- and that means the private
sector and the provinces —- will have
every opportunity to make thelr views
known as the negotiations proceed.

In our opinion, your active input
is essential to the success of this
exercise. We want a continuing two-
way informatlion flow with the private
sector, and we have established a per-
manent consultative mechanism to make
sure we get 1t. There are really two
mechanisms. One 1s the International
Trade Advisory Committee (or ITAC)

headed by Walter Light, and the other
is the wvarious Sectoral Advisory
Groups on, International Trade (the
SAGITS). Their formation, by the way,
is unprecedented in the history of
Canadian international trade negotiat-
lons. We have consulted CATA on the
membership of the sectoral committees
on Communications and Computer Equip-
ment and Services and on Automobiles
and Aerospace. I believe Duane Wright
has already spoken to you about this.

We are also working closely with
the provinces. Work 1s continuing on
the development of a common data base,
as was agreed at the Fist Ministers
Conference 1In Halifax 1last year.
Provincial officlals are making their
views and concerns known on an ongoing
basis at meetings of the Continuing
Committee on Trade Negotiations. And
federal Ministers are holding further
consultations with our ©provincial
colleagues on the' nature and modali-
ties of provincial participation in
the negotiating process.

There has also been forward move-
ment on the U.S. side. The Congress-
ional comml ttees responsible for
international trade must act within
one month 1f they intend to reject
President Reagan's proposal to enter
into negotiations. If the committees
take no action, the White House will
have the mandate 1t needs to go ahead.

The 1indications are that 1it's
going to get that mandate. Neither
the House mnor the Senate has called
for hearings on thls 1issuve and it
appears unlikely that they will.
Instead, both committees have asked
for written comments. The White
House, and many Iinfluential Congress-
men as well, want a "clean start” to
these negotiations =-- that 1s, no
reservations and no pre-conditions.



So, if all goes as expected, preli-
minary discussions on the negotiating
agenda should open within the next two
months, and serious bargaining will
get underway this fall. . .

In the meantime, we are also pre-
paring for the upcoming GATT round of
multilateral negotiations. That will
probably also start in the fall.

So much for the process.. Let's
turn to how the negotiations might
affect science and technology. I

have heard from time to time certain
criticisms of this government's per-
formance in Science and Technology,
especially in its support of R&D. I
know that my colleague, Frank Oberle,
can quote chapter and verse much
better than I, but let me mention just
one of the programs that demonstrate
this govermment's commitment —-- not
just to R&D but to the kind of R&D
that reflects the title of this Forum,
"Leading the Competition”.

I'm sure you are aware that Canada
has recently committed 1itself to
spending some $800 million on our par-
ticipation in the U.S. Space Station
project. We will, with some of the
companilies present here, be developing
a crucial part of the Space Station --
the Mobile Servicing Centre. It 1is
our expectation that the development
of the robotics and artificial intel-
ligence technologies required will
have major spin—offs in other sectors,
that the payback will far exceed the
investment.

On the more specific issue of tech-
nology and trade, let me phrase my
comments in the form of questions -~
to which we in the govermment don't
pretend to have all the answers. It
is because we don't that forums 1like
this are so important.

We see these trade negotiations as
an opportunity, not a threat, and this
is particularly true in the high tech
sectors, where we now have a 12

billion dollar deficit.

At the most
question is what,
the main barriers
tech firms doing ©business in the
United States? I'm not talking about
the barktiers that generally apply to
exports of Canadian manufactured
products, although these should be
identified to help us decide whether
to tackle them sector by sector or on
an across the board basis. What I am
asking about are the unique barriers
that confront the high tech sector.

general level the
in your view, are
to Canadian high

One 1ssue that comes to mind 1is
the Buy America policies that exist
both at the federal and state level.
On the other side of the coin are our
own govermment procurement policies,
at both federal and provincial
levels. Where do you, the particip—~
ants in this forum, think the balance
of our interest lies?

Another crucial question

ralates
to R&D. Will more open borders
increase Canadian industry's invest-

ment in R&D to develop new products
and services? I think it will, but
opinions are divided. There are those
who think R& will wmove even more
strongly south of the border. What
are your views?

A third question  relates to
Canada's access to technology. For
obvious reasons, we account for less
than three percent of the world
research effort. We are over 907
dependent on technology developed
elsewhere. What barriers do we face
to accessing the technoiogy -- the

knowledge required to keep us at the
leading edge? What I want to know is
if you have been denied access to
technology for other than legitimate
business reasons -- and what 1f any
solutions you see to these situat-
ions?

Many of you are aware of the res—
trictions the U.S. has placaed on



access to unclassified strategic tech-
nologies. My Govermment has already
taken steps to reduce their impact on
Canadian industry.

In December of last year, a Memo-
randum of Understanding concerning
Strategic Technology  Exchange was
established between the two govern-
ments. This M.0.U. 1is intended to
facilitate access by contractors of
both countries to the wunclassified
strategic technical data held by the
two defence departments. Canada and
the United States also pledged to est-—
ablish effective and appropriate con-
trols on such data. In pursuit of the
MOU's objectives, Technical Data Con-
trol Regulations have been drafted
under the Defence Production Act. The
regulations will provide a means to
certify Canadian contractors so that
they can become eligible to receive
strategic technical data.

The U.S.. Department of Defense has
also identified 15 specific categories
of unclassified strategic technical
data which will enjoy special safe-
guards with regard to their disclosure
or dissemination. With regard to
these special measures, the U.S. will

take its first step by establishing a.

"VHSIC Technology Security Program”.
Vee-Sic, by the way, means "Very High
Speed Integrated Circuits”. As soon

as the U.S. finalizes its program, my
department in collaboration with
others will consider introducing a
similar program in Canada, as envis-
aged in the MOU.

We will be extremely interested to
receive your response on the actual
effect these measures have on your ac-—
cess to DOD technology. What are your
views on taking a similar approach to
other strategic technologies which
will enjoy special safeguards in the
U.S.? Should we include among the ob-
jectives of the trade negotiations im-
proved access to classified technolo-
gies by seeking changes in U.S. Na-
tional Disclosure Policy? - Finally,
does our current strategy for obtain-
ing access to unclassified DOD techno-
logies —- obtaining access in exchange
for implementing appropriate controls
-- does this strategy have disadvan-
tages over the long term?

I know I have come to you this
morning with more:questions than an-

swers, but there are times when ques-
tions are more appropriate. This is a
government that listens to 1its con-

stituents, and I don't think I have to
tell you that advanced technology is a
constituency we're depending on for
the future of Canada.

Thank you.
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DEPARTMENT OF EXTERNAL AFFAIRS
MINISTERE DES AFFAIRES EXTERIEURES

Now 21 February 3, 1986.

MINISTER FOR INTERNATIONAL TRADE ANNOUNCES
THE FORMATION OF THE SECTORAL ADVISORY GROUPS
AND INTERNATIONAL TRADE (SAGIT)

The Minister for International Trade,
James Kelleher, announced today the formation of 14
Sectoral Advisory Groups on International Trade (SAGIT).
The SAGIT will complement the work of the International
Trade Advisory Committee {ITAC), chaired by Mr. Walter
Light, which Mr. Kelleher announced on January 9. The

first meeting of ITAC took place in Ottawa, on January 21.

In announcing the SAGIT, Mr, Kelleher said,

"These groups will be extremely important to the
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government in providing a sectoral viewpoint on all trade

matters and in particular on upcoming trade
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negotiations". Mr. Kelleher indicated that this structure
is not cast in stone and that he expects, in light of
experience and in consultation with the chairpersons and
others, to find that adjustments to this structure may be

required in order to ensure adequate representation of

views from all sectors.

As with ITAC, the SAGIT will report to the

Minister for International Trade, James Kelleher.

The chairpersons and members of the SAGIT will be
appointed in the next few weeks following consultations

with the provinces and the private sector.

Attached are:

- List of the Sectoral Advisory Groups on
International Trade (SAGIT)
Background information on the international trade

advisory committee system
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For further information, please contact:

Dwayne Wright
Senior Advisor and Co-ordinator
Trade Advisory Committee Secretariat (DMTA)

Department of External Affairs (613)995-7786

Jean Boisjoli

Special Assistant (Communications)
Office of the Minister for
International Trade

Ottawa (613)992-7332



SECTORAL ADVISORY GROUPS ON INTERNATIONAL TRADE

Agriculture, Food and Beverage
Fish and Fish Products

Mining and Metals

Energy Products and Services

Chemicals, Petrochemicals, Plastics
and Rubber

Forest Products

Industrial, Marine and Rail Equipment
Automotive and Aerospace

Textiles, Clothing, Footwear and Leather
Consumer and Household Products

Communications, Computer Equipment and
" Services

Financial Services
General Services

Information, Arts and Entertainment
Industries
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INTERNATIONAL TRADE ADVISORY STRUCTURE °

The role of the system is to provide a two-way
flow of information and advice between the government and
the private sector on international trade matters. The
advisory committee system will address international trade
access and marketing issues, relating to both multilateral
and bilateral trade matters. It will be called upon to
advise the government on Canadian objectives, priorities
and strategies for multilateral and bilateral trade policy
issues and negotiations. In addition, it will be asked to
assess the impact of international trade negotiations and
developments.,

The international trade advisory structure has
two components. The International Trade Advisory
Committee (ITAC) will deal with broad national issues
relating to international trade access and marketing
matters. It is made up of prominent members of the
business, labour, consumer, academic, research and
cultural communities. The members of ITAC serve in their
individual capacities, not as representatives of specific
entities or interest groups. The ITAC is chaired by Mr.
Walter Light, Chairman of the Executive Committee of
Northern Telecom Ltd.

The other component will consist of 14 Sectoral
Advisory Groups on International Trade (SAGIT). The size
and composition of each group will depend upon the
individual sector. The SAGIT will interact with the
Government to ensure sectoral views are fully taken into
account in international trade matters. The Sectoral
Advisory Groups will be expected to be the depository of
expertise and knowledge in their respective sectors, as
well as on trade matters, and the participants will be
expected to provide advice as representatives of their
sectors or interests.

The advisory committee system will play a vital
role in the Canada/United States initiative as well as the
up-coming GATT multilateral trade negotiations. The ITAC
and SAGIT will work closely with Mr. Simon Reisman the
Ambassador and Chairman of the Preparatory Committee for
the Trade Negotiations. The ITAC and SAGIT will report to
the Minister for International Trade, James Kelleher.

- 30 -
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(excerpt "Placing Technology up Front:
Advising the Bilateral Trade Negotiators,
A Statement by the Science Council of
Canada, April 1986)
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THE UNITED STATES CHALLENGE

The challenge of economic renewal in
the United States is widely viewed as
how to use advanced technologies to
revitalize older industries and to
promote growth in emerging and entirely
new industries. A strong conviction has
emerged that American industry will
increasingly depend on technological
leadership as its primary source of
competitive advantage.

To meet national needs, federal
support for R&D in fundamental science,
national defence, and space exploration
has remained paramount; at the same
time, state-level leadership and
initiatives for technological innovation
have advanced by leaps and bounds since
the early 1980s,

The United States, in response to
the new national consensus that
industrial competitiveness is crucial to
domestic social and economic
well-being, has worked to restructure
important relationships, such as the
formation of new partnerships between
business, government, and universities.
R&D activities are the cornerstone of
this cooperation between the public and
private sectors, a form of government
involvement that helps to shape the
international comparative advantage of
American firms.

Although the federal government's
share of R&D financial support in the
United States has declined since 1960,
its total outlays have risen from
$17 billion in 1974 to $51 billion in 1985,
at which time R&D funding represented
6 per cent of the federal budget. About
55 per cent of all R&D in the United
States is funded by the government,

compared to 50 per cent in Canada. The
bulk of this R&D is linked to defence.

Defence spending has grown to
65 per cent of federally funded R&D in
1984 (72 per cent, if NASA is included).
In 1984, $32 billion of this federal
research expenditure was employed for
defence-related activities. In that year,
84 per cent of the research budget of the
Department of Defense (DOD) was
directed to industry, a much higher level
than the 60 to 66 per cent common in
the early 1980s.

Within the DOD budget, less than
10 per cent of the contracts are publicly
advertised and %40 per cent are signed
with companies that have a complete
monopoly on the equipment. Negotiation
occurs in 20 per cent of the cases in
which companies have no competition.
Some efforts are made to increase
competition by inviting foreign
companies, mostly British and Canadian,
to bid. However, foreign companies are
not allowed to bid on prime contracts.
Canadian advanced technology
companies are also denied access to SDI
briefings.

The formation of new partnerships

-and the promotion of technological

innovation have been especially active at
the state level. Indeed, there have been
so many initiatives that in 1984 the
Office of Technology Assessment was
unable to provide a comprehensive
inventory. Some state programs are
shadow programs of federal initiatives,
such as the state Small Business
Industrial Research programs designed to
supplement the federal program. Since
1978 the states have invested an
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estimated $450 million in R&D support
programs.

Other initiatives for economic
renewal, mainly those that help
enterprising new and smaller firms, have
also shifted to the individual states.
These initiatives tend to link research
and development, education and training,
entrepreneurial development and small
business innovation support into an
overall, cohesive state strategy.
Individual states have become
pathfinders for new technology-oriented
industrial policies.
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CANADA'S R&D-INTENSIVE INDUSTRIES

Canada's approach to enhanced bilateral
trade is viewed with mixed feelings by
some Canadian industries. Among
R&D-intensive industries, the mood is
generally positive, and many expect that
the benefits for these sectors will
probably outweigh the costs,
substantially so in some cases. Much
depends, however, on what is negotiated.

Nearly half Canada's R&D personnel
are in the communications, electrical,
and chemical industries. For most
computer, electronics, and telecom-
munications firms belonging to the
Canadian Advanced Technology
Association, market access has not
generally been an insurmountable
problem. Tariffs are not a significant
issue. Nor do nontariff barriers prevent
exports to the United States. Market
development is a more significant issue
for these industries.

Canada maintains nontariff barriers
in telecommunications and data
processing, and some firms fear that a
bilateral pact might jeopardize jobs,
particularly in the computer software
industry. Any pact should also address
issues such as the right to privacy of
confidential data, extraterritorial
judicial reach, and differences in
copyright protection,

Another important issue is govern-
ment procurement. Buy American
provisions prevent some Canadian firms
from selling to American state
agencies. Other firms want to retain
Canadian content provisions and
protected access to domestic
government procurement. Having their
own government as a "reference" client

enhances their credibility for export
marketing endeavours.

In the Canadian chemical industry,
the enthusiasm for enhanced bilateral
trade with the United States is strongest
among petrochemical firms. Their
competitive potential, with world-scale
plants, is currently constrained by high
United States tariffs. The enthusiasm is
more restrained among the inorganic
chemical producers, many of which
might face significant internal
adjustment or lose some domestic
customers. Enthusiasm is lowest among
the small organic and specialty chemical
firms. Some of them might not be able
to continue operating under freer trade
conditions, especially those that have
obtained their technology under licence,
On balance, however, the chemical
industry, particularly the firms that
carry out R&D in Canada, supports this
bilateral initiative. By contrast, there is
no apparent support for this initiative
among United States chemical industry
leaders. Indeed, a few emphatically
oppose it.” Their main concern is to
ensure that Canadian policies relating to
petrochemical feedstock supply and
price do not prevent fair competition,
and to remove discriminatory Canadian
investment restrictions.

The Canadian aerospace industries,
which account for about 10 per cent of
the scientists and engineers engaged in
Canadian manufacturing R&D, also, with
some exceptions, support enhanced
bilateral trade. The civil sector of this
industry operates largely under free
trade conditions now, although the
effect of some nontariff barriers is
difficult to specify. By far the main
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nontariff barriers, however, are in the
military sector. American competitors
have, among other advantages, open
access to bidding on defence contracts
and greater R&D support (about 70 per
cent of R&D costs versus 30 per cent in
Canada). Moreover, the costs of their
machinery are covered by DOD.
Information access is a further source of
advantage for American firms. Several
United States government-sponsored
computer information systems, including
the NASA database on aeronautical

research, are accessible only to United
States users.
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POLICY PRINCIPLES FOR THE BILATERAL NEGOTIATIONS

The Science Council of Canada
recognizes that a wide variety of trade
issues impinge on science and technology
matters ~- from government
procurement, government-sponsored
R&D programs, and information access
to copyright provisions, trade and
information flow restrictions on grounds
of security, and restraints arising from
standards and regulations. The Science
Council of Canada recommends four
policy principles that should guide
bilateral negotiations.

A new industrial era is in its early
stages, driven by an array of new and
rapidly advancing technologies. The
magnitude of technological change is
probably without precedent in scope and
potential impact. It is changing the
performance and structure of national
economies in many ways by enabling new
industries and services to be created. In
light of the potentials arising for new
industries and the fragile nature of such
budding ventures, the following principle
should be incorporated as an article in
the agreement.

I. The United States and Canadian
governments should adopt measures,
if they are deemed necessary, to
protect and favour infant industries
on a carefully defined temporary
basis, after consultation and
agreement by a joint committee of
members from both countries.

There is a precedent for such an
article in the agreement to establish a
free trade area between the government
of the United States and the government

of Israel, a pact that went into effect on
1 September 1985,

Competitive advantages in
knowledge- and R&D~intensive industries
are established in every advanced
industrial country with help from its
government. In the United States, DOD
is pre-eminent, but it is not alone in this
effort. The government procurement
budget in the United States is several
times greater than the usual 10 to one
comparison with Canada's. This
difference primarily reflects the
contrast in levels of procurement for
defence. It may be very difficult for
both federal governments to accord
"national treatment" in government
procurement to foreign companies.
Canada must negotiate such treatment
with the provinces. In the United States,
federal government procurement is
hedged around by laws such as the Buy
American Act and the small business
setasides, for which only American firms
are eligible. However, genuine "national
treatment" could be of enormous benefit
to Canadian companies, opening up
possible advanced technology markets
far in excess of those currently reserved
for Canadians via government policy.

An important factor in raising the
technological capability of many
American firms in the defence industries
is the DOD-funded independent research
and development that is proprietary to
those firms. Unlike the United States,
Canada does not have a defence-driven
government procurement policy. Little
use is made of government procurement
to engineer competitive advantages,
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which constrains the development of
important knowledge-intensive
industries. Canada needs mechanisms
such as preferential government
purchasing, research arrangements, and
development grants. If the United
States retains its own preferential
systems for defence, Canada must retain
the right to implement its own
equivalent systems. Thus, in any
agreement, the following principle
should be accepted.

2. Either all United States and
Canadian governments should allow
"national treatment" to both United
States and Canadian firms to bid on
all government contracts, research
awards, development assistance,
etc.; or, to the extent that the
United States accords preferential
treatment to its own firms in
defence, space, or any other
technology area, Canada must be
permitted to exercise a
proportionately equivalent amount
of preferential treatment, via
Canadian nontariff barriers, in areas
of its own choosing.

There has been much talk about
"unfair" subsidies, particularly grants, in
Canada. However, in the United States,
defence contracts make up a substantial
component of regional development
support and much of the support for
industry does not appear as direct budget
outlays. In 1982, the United States
sectors protected overtly by nontariff
barriers, when weighted by each sector's
share of total consumption in
manufacturing, covered 34 per cent of
the market for American manufac-
turers. The comparable figure in Canada

was 10 per cent; in Japan, 7 per cent; in
West Germany, 20 per cent, and in
France, 32 per cent. Moreover,
because of intense foreign competition,
American industries have been propped
up by government subsidies, special tax
provisions, and subsidized loans and loan
guarantees. In 1981, for instance, the
overall rate of United States tax
subsidies to business as a percentage of
manufacturing fixed investment was
12.8 per cent. By 1982, tax expenditures
benefiting American business, in the
form of targeted tax credits, special
depreciation allowances, and accelerated
depreciation, totalled $222 billion.
Government subsidized loans to business
added another $7 billion. A further

$8.7 billion was allocated for loan
guarantees. Most of this, including all
the tax expenditures, did not appear as
direct outlays in the federal budget.

This support must be kept in mind
when the negotiators discuss what
constitutes a "fair playing field." Every
country develops its own ways of dealing
with problems and concerns. Canada's
negotiators must be ready to assuage any
American perceptions that deviations
from American methods and approaches
are unfair. Any agreement should
recognize that a range of science,
technology, and industrial policies may
be implemented without calling forth
antidumping and countervailing measures.

3. Both parties must develop a clear
understanding of the range of
science, technology, and industrial
policy measures each government
may take without risk of
countervailing action.
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Quick access to relevant
information systems, data packages, and
information briefings on government
procurement requirements is important
to the competitiveness of many
advanced technology firms. Canada
provides substantial funding to.develop
and promote such information systems,
but not all relevant information is
available in Canada. American
expenditures on information systems are
far greater, but in many cases
accessibility is limited to United States
users. Several Canadian companies have
problems with information exchange and
technology transfer from the United
States, such as obtaining access to
unclassified but sensitive data, to data
packages classified as not for foreign
eyes but required if firms are to be able
to bid on contracts, to contractors'
reports to NASA and DOD, and to
restricted sessions held at meetings of
American professional societies. In
some cases access is possible, but only
after negotiating tedious bureaucratic
pathways, particularly when
government-to-government transactions
are required. Some firms have -
emphasized the difficulty of obtaining
needed United States government
documents and clearance from the
Pentagon for on-site visits within the
time allowed them for bidding on
military classified contracts.

If Canadian companies, principally
in the aerospace and electronics sectors,
are to compete effectively with their
American counterparts, they must have
better access (preferably equitable
access) to the technical information
systems and data packages sponsored by

the United States government. In any
agreement, the following principle
should be accepted.

4, Both countries should provide equal
and mutually advantageous access
to briefings and to government-
sponsored scientific and technical
information systems and packages
to enable firms in both countries to
respond promptly to government
procurement opportunities.
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Absolutely imperative for industry, science, academia and
government to reverse the downward trends in our
international position in activity relating to the
emerging technologies, commonly called high technology.
It is a question of prosperity and ultimately of

‘ sovereignty.

By way of observation and example, consider that thirty
years ago New Zealand had the third highest standard of
living in the world. Today they have the 70th highest
standard. Their economy failed to adjust to changing
times.

We need to solve the "big problem”. Trade will not be
the only solution. Figure out how to use trade talks to
help us.,

The purpose of my presentation is to highlight the issues
for our forthcoming trade negotiations (refer to
background charts).

When looking forward, a historical perspective is often
helpful. One hundred years ago the great debates in
Canada were about a National Policy versus Reciprocity
with the U.S. MacDonald won the day in favour of a
National Policy. We later swung to Modified Reciprocity.
As we enter the new debate on freer trade with the U.S.
we should ask ourselves whether our relatively good
economic strength in the first half of this century
wasn't as a result of our strong foundation in electro-
mechanical technology that grew from the National Policy
and the enormous effort building the railroad and
everything that went with it. What similar enormous
effort do we see today, or should we see today to
establish an economic base for tomorrow's information age
and its foundation of micro electronic technology?

Yesterday's technology was an extension of brawn, which
was good for extracting natural resources. The new
technology provides an extension of the brain. Which
industries will predominate in this new age and what
should we do now to assume that our children and
grandchildren have a prosperous future.
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The largest sector within high tech is in information
technology. By 1995 the world wide software industry
will be $90 billion and the entire information industry
will be $375 billion.

A recent survey reveals industry's ranking of issues and
concerns, as well as critical success factor - (see
charts).

To be a leader internationally Canada needs to double its
R&D and production effort, as a basis for the creation of
future employment opportunity.
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OPPORTUNITIES:

U.S. FREE TRADE IN HIGH TECHNOLOGY

RISKS:

IMPROVED DEFENSE AND GOVERNMENT BUSINESS ACCESS?
CANADIAN BASED PRODUCTION COMMITMENTS?

IMPROVED UNIVERSITY AND R&D CENTRE ACCESS
TO U.S, FUNDING?

LEVERAGE ON GATT NEGOTIATIONS?
INCREASED JOBS., REDUCED DEFICIT?

LOSE CANADIAN 'NON TARIFF’ BARRIER INCENTIVES?
LOSE INCUBATION OPPORTUNITIES?
LOSE LOW DOLLAR ADVANTAGE?

.REDUCED EFFORTS AT DEVELOPING CANADIAN BASE:

- RISK OF FUTURE LOSS OF FREE TRADE
LEAVING CANADA WITH NO HIGH TECH BASE?
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RANKING OF ISSUES AND CONCERNS -
COMPUTER SYSTEMS, SERVICE & SOFTWARE SECTOR
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THE DOUBLE MULTIPLIER PROBLEM

TO BE A LEADER INTERNATIONALLY CANADA NEEDS -

CANADIAN PRODUCTION

$5 BILLION (PRESENT) TIMES 2

$28 BILLION (PRESENT) TIMES 2

535,000 (PRESENT) TIMES 2



PRESS CLIPPINGS
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. The Canadian Press .

- Bven If all the barrxers to trade :
in high-technology products were -

removed, the industries- involved

"would " continue to run a large
trade deficit, says a federal dls-'
I‘;cussion paper.' -+
.. Canadlan hlgh-technology indus-
e tries, by and large, are still in an
- .embryonic stage and need to grow
-before they can ‘compete effec-
. -tively, says the paper prepared:
. --for the Science and . Technology
- Department.
- "* The paper was released to The’
*- "Canadian Press following a re-

quest under the Access to Inform-

-ation Act for related information
.about the impact of freer trade
~on high-technology industries.

o “If left to itself, the sector is
not expected to improve its trade

.deficit to any sngmflcant extent in

, the foreseeble future
; says. "

the paper

before it can compete.” .
* The paper notes that because of
the high level of foreigh owner-

ship, the small size of the sector,
" and the low level of research and.: country’s chiet. trading partner,
development expenditures, the Ca:’
nadian- high-technology - industry

tends to lag behind many industri- " -

alized countries.

Canada’s trade deficit in high
technology -~ $12 billion in 1984
and growing — is the worst
among the seven western industri-

annital economic summit.
The paper says that $12 billion
is the equivalent of 120,000 jobs.
“There s no indication of any
possibie reversal of this trend in
the near future,” the paper says.

.- #‘Due to the s_tructurql nature of .

High- tech trade deficit inevitable: study

ithe problem, it appears that no

v quick solution Is feasible.”” ..,
“In- other words it must grow.

The psper says tariffs are “not'a

" serious problem. In ‘fact,” tariffs

imposed on high-technology 'prad-
ucts by the United States, this

are'already quite low except for
those on- telecommunicatmns

-equipment. - SR

The paper notes that Canadlan
high-technology "industries in gen-
eral don't consider a freer trade
deal with the United States as:

“their most pressmg need. i
alized countries which meet at the -

The . Canadian Advanced “Pech-
nology Association is holding-a fo-

~rum in Ottawa today.-tq- prepare
:information for freer .trade" talks
" with the United States and for the

next .round of multilateral trade

= talks under the General .Agree-
ment on Tariffs and Trade. |, -3
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FRANK OBERLE AU DEVOIR
Une premiére politique scientifique

)

JOCELYN COULON

OTTAWA — Pour la premiére fois de son histoire, le Canada
va se doter d’'une politique scientifique nationale en accord avec
des priorités qu'Ottawa fixera avec les provinces et les milieux
scientifiques d'ici 'automne.

Dans une entrevue accordée au DEVOIR, le ministre d'Etat
aux Sciences et Technologie, M. Frank Oberle, a aussi évoqué la
possibilité que les provinces contribuent au financement du pro-
gramme spatial canadien et il a tenu a rassurer les scientifiques
en déclarant %ue la réduction supplémentaire de 2 % des dépen-
ses des ministéres annoncée au lendemain du budget par le pré-
sident du Conseil du Trésor, M. de Cotret, naffectera pas les bud-
gets des trois Conseils subventionnaires,

Cette politique nationale touchera tous les aspects de la vie
scientifique du pays et devra principalement se pencher sur nos
forces ( aérospatiale, communication, ressources natureiles ) et
nos faiblesses ( informatique, biotechnologie, robotique ) et faire
une plus large place & une coopération active entre les univer-
sités et le secteur privé. Enfin, Ottawa et les provinces s'enten-
dront sur le financement de certains programmes.

« Nous devons définir, le fédéral et les provinces, nos priorités
en matiére de recherche scientifique. Puis, coordonner nos ef-
forts actuels pour qu'ils soient en accord avec ces priorités. Ce

n'est pas un processus facile car nous sommes confronté A deux
visions trés différente de la recherche scientifique au Canada :
rattraper le Japon et I'Allemagnede 'Ouest dans le domaine des
industries de trés haute-technologie ou continuer et augmenter
nos efforts pour développer des fechnologies industrielles qui
vont soutenir I'exploitation de nos ressources naturelles », gé—
clare le ministre,

Ces opinions divergentes et bien d’autres serorft discutées lors
d'un vaste forum sur les sciences et technologies qui se dérou-
lera les 9 et 10 juin prochain & Winnipeg sous la présidence du mi-
nistre Oberle. « Cette rencontre, qui regroupera le fédéral, les

provinces, le secteur privé et les milieux de | éducation, permet- -

tra de définir un programme scientifique qui sera la base de la
p.cl;r}lm%l;f nationale que nous annoncerons cette automne », dé-
e-t- r
_ Selon M. Oberle, cette nouvelle P:lmque visera A envoyer des
slgnaux aux jeunes, aux industriels, aux scientifiques pour leur
indiquer sur quoi ils doivent travailler et quels sont les objectifs
du pays. ,Avec une nouvelle orientation bien définie, le ministre
pense qu'il y aura plus de jeunes qui se dirigeront vers des études
sclégtirnqtues. :
.nire temps, le gouvernement Mulroney devrait prendre une
décision quant A 1a mise sur pied d'un vast); lan spgtial qui s’é-
chelonnera sur 10 ans et devrait nécessiter d%s investissements

de plus de $1,5 milliard. Déja, Ot-
tawa a annoncé une participation de
4 800 millions au programme améri-
“cain de station spatiale, Le reste de
Fargent devrait servir A financer la
construction du premier satellite ca-
nadien de télédétection RADARSAT
et le systéme commercial de télé-
communications par satellite pour le
service mobile MSAT en collabora-
tion avec les Etats-Unis,

M. Oberle n'a pas voulu confirmer
ces informations, se contentant de
dire que tout le dossier était devant
le cabinet qui prendra une décision
sous peu.

Cependant, pour aider au finan-
cement du programme spatial ca-
nadien, le ministre recherche la col-

pour le Canada

laboration des provinces. « Par ex-
emple, le satellite de télédétection

"RADARSAT sera utilisé pour une
rmultitude de choses. Il permettra

d’établir une cartographie trés pré-
cise du territoire; de mieux gérer les
ressources miniéres; de combattre
efficacement les feux de foréts; de
contrdler la croissance des céréales.
etc. Tout cela ne peut que profiter.
aux provinces. Je tente donc de voir
s'il est possible qu’elles contribuent
d'une maniére ou d'une autre. Il ne
{aut pas oublier que les provinces
vont bénéficier des retombées tech-
nologiques et industrielles des inves-
tissements dans le domaine spatial ».
+. Dansle domaine de la recherche
et développement, M. Oberle est
conscient que le Canada est 2 la
traine des autres grandes nations oe-
cidentales. Le pays consacre environ

1,2% de son PNB i la R-D alors
qu'au Japon et aux Etats-Unis ce
pourcentage atteint presque 3 % et
en France il se maintient autour de
26%, _
« « C'est vrai notre pourcentage sta-
gne. Mais chaque pays a ses faibles-
ses et ses forces. Le Japon et I'Al-
lemagne de 1'Ouest n’ont pas d'im-
menses ressources natureiles i ex-
ploiter. Ils ont donc concentré leurs
investissements dans les industries
de trés haute-technologie. Nous
4vons développé une structure indus-
trielle basée sur les ressources na-
turelles. C'est 14 tout le débat.»

, M. Oberle mentionne aussi que
méme s'il y avait plus de ressources
dans le domaine de la R-D il n'est pas
certain qu'elles seraient bien utili-
sées. « Nous n'avons pas la main-
d'oeuvre qualifiée et les infrastruc-
tures nécessaires pour dépenser
massivement comme le font les au-
tres grands Ktats occidentaux.»

Le Canada a un déficit technologi-
que de prés de $ 12 milliards et M.
Oberle pehse qu'il est possible de le
résorber en développant des techno-
logies qui vont servir localement.
« Nous ne devrions pas importer de
Suéde ou de Finlande du matériel de
pointe pour les scieries canadiennes.
Au contraire, le Canada doit leur
vendre ce matériel » )

Une des mesures que le ministre

opose pour augmenter la R-D dans

e pays, c'est la sensibilisation des
banques et des institutions financié-
res au capital de risque dans ce do-

‘maine. « Ees chercheurs ont besoin

d’avoir un plus grand acces aux ca-

itaux de risques, mais les institu-
gons financiéres sont encore réticen-
tes A se lancer dans ce genre d'entre-

rise. Nous allons en discuter lors du

orum de Winnipeg», indique-t-il

’

Pour 'instant, les chercheurs uni-
versitaires canadiens devront en-
core compter sur 1'aide gouverne-
mentale pour financer la recherche.
M. Oberle pense que son programme
de financement des trois Conseils
subventionnaires fédéraux, présenté
il y a un mois, va dans la bonne direc-
tion. Le plan gouvernemental assure
un financement quinquennal de base
‘( environ $ 536 millions pas an ) et
tente d'attirer des investissements
‘du secteur privé vers les Conseils
:¢ $ 369 millions pour 'ensemble du

;g'lan ) que le gouvernement fédéral

-gest engagé A égaler,
¢ « D'ici 1991, il y aura un milliard de
dollars de plus pour les Conseils et

-méme si les scientifiques sont scep-

.Yiques quant 3 la contribution du sec-
-$eyr privé, moi je vous dis que notre
PHm se réalisera ». M, Oberle indique
que le secteur privé dépense environ
$ 2,5 milliards par an pour la R-D.
« Le gouvernement demande 1,4 %
de cette somme pour 1987 et 6 %}
1(:!ur 1991. C’est tout 3 fait réalisa-
». :

Pour le ministre, pas question de
couper dans les budgets des Conseils,
« Nous avons suffisamment de fle-
xibilité au sein du ministére pour ef-
fectuer la compression de 2%, an-
noncée par M. de Cotret aulende-
main du budget sans toucher aux
Conseils. D'ailleurs cela irait dans le
sens contraire de la politique du fi-
nancement assuré annoncée il y a un
mois. »

Enfin, en ce qui concerne la coo-
pération avec I'Europe, M. Oberlea
Indiqué que son ministére étudiait le
rogramme Euréka et attendait que
es Européens le définissent claire-
ment avant de s’y engager. Euréka
est un programme civil de dévelo
%ement technologisgue lancé par la

rance en mars 1985 pour faire con-
trepoids 2 I'Initiative de défense
stratégique.
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High-tech execs fear inadequate representation
in special free-trade talks advisory committees

By Greg Barr and Nick Johns

Citizen staft wnters

Officials from Canada’s high-
technology industry say they may
not be adequately represented in
the special advisory committees
being formed to assist Interna-
tional Trade Minister James Kel-
leher and other negotiators in the
crucial free-trade talks with the
United States.

The committees, known as sec-
toral advisory groups on interna-
tional trade (SAGIT), are designhed
to serve as a pipeline through
which Canadians from different
industry sectors can convey their
individual or common ideas and
concerns about free trade to the
negotiators in the upcoming Cana-
da-U.S. trade talks.

" Kelleher told a group of Cana-
dian high-tech executives earlier
this week that interested groups
would have about ten more days
to nominate SAGIT committee
members to represent their indus-
trial groups. Each SAGIT group
will contain 12 to 14 representa-

tives from the industry or groups
of industries lumped together.

However, high-tech representa-
tives said the importance of their
industry to the country’s economic
future is not reflected in the

" make-up of the advisory commit-

tees.

High-tech is to be represented
by a group dubbed “communica-
tions, computer equipment and
services.”

In private discussion groups fol-
lowing Kelleher's address to the

Canadian Advanced Technology.

Association, members of the high-
tech community said a separate

group called “science and technol-

ogy” shouild be created to convey
the concerns of Canadian industry
from a research point of view.

Some executives suggested the
“smokestack” and resource indus-
tries would receive a much more
solid voice within the SAGIT for-
mat in its present form, while
others questioned the logic of put-
ting automotive and aerospace in-

dustry officials together.

Aside from the make-up of the
SAGIT groups, several high-tech
executives said they were most
concerned with the non-tariff bar-
riers that could impede their ac-
cess to U.S. markets, such as the
Buy America Act of 1933 and .re-
quirements for Canadian citizens
to obtain working papers to enter
the U.S. to sell and/or service
products there.

Kelleher said the Buy American
policy and other such nom-tariff
barriers to Canadian products
would be the subject of “intense
discussion” during the talks,

The Buy American Act requires
U.S. federal agencies to provide a
six- to 12-per-cent margin of pref-
erence for made-in-U.S. products.

Kelleher said legisiative protec-
tion measures for U.S. domestic
products make it very difficait
for Canadian_ firms wanting to
compete for federal, state and
municipal contracts which he said
were worth between $5 billion
and $6 billion annually.
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