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Six items recorded declines, while forty-one showed increases.
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ECONOMIC CONDITIONS IN CANADA DURING THE FIRST SIX MONTHES OF 1941
COMPARED VITH THE SAME PERIOD OF LAST YEAR

The national income for the first six months of 1941 refelcted the gustained
industrial stimalus of the ware The total for the period was $2,557 million, or 115
per cent greater than the figure of $2,292 million recorded for the corresponding
period of 1940. The industries concerned with the direct production of commodities
contributed $1,263 million, 18.7 per cent in advance of the total one year ago. Com-
modity handling industries also recorded a substantial gain of 10.9 per cent, the
rise in the "facilitating® division being relatively small. The price rise over the
period, vhich was 5.1 per cent is, therefore, responsible for less tiian half the
Lucrease in the national income totale

Tae physical volume of business index for the first half of 1941 was 129.2,
representing an increase of 12.9 per cent over the first six months of 1940. The index
of industrial production over the period stood at 141.,5, recording a very similar
increase of 12.3 per cent over the preceding year. Wholesale prices advanced 5.1 per
cent to 86.8. Cormon stocks at 6604 werc 20.1 per cent below the figuro for the corres=
ponding period of 1940. Capitalized bond yields at 104.1, were 5.6 per cent above the
total for the precoding year. Bank debits wore at an extremely ihigh level, recording
a gain of 10.6 per cent over 1940.

Mineral production posted a minor advance over 1940, rising 2.2 per cent to
126.5. The official index of manufacturing productidn stood at 139.2, 11 por cent
higher than for tihe corresponding period of the preceding year. Construction contracts
rose steeply from $125.4 million to $215.5 million, an increase of 71.8 per cent.
Blectric pover prodvoction for the period under review was 15.7 billion kilowatt hours,
5.1 por cent higher than for the preceding year. Exports and imports recorded identical
gains of 30.1 per cent. Carloadings for the first six months of 1941 totalled
1,495,000 representing a 15 per cent gain over the corresponding period of 1940,

T thdrawals of Vorldng Proprietors.

The process of production, interpreted in a broad sense, is the centre of the
nation's activities. The creative influences consist of man himself, the active
principle in produciion, and the material enviromment which he uses or works upon in the
enterprises The Imuzan forces are broadly divisible, according to their functioning,
into two groups, amployees and working proprietors or enterprisers. The latter group
occupies the pivotal position in the economic systeme Thelr function is to initiate
procuctive activitics, co-ordinating labour and capital into a combination for the
production of goods and scrvicess They are responsible for the cmployment of men and
capital, engaging them in profitable ways of meeting human needs.

Tithdrawals of working proprietors occupy an intermediate position between
the rermneration of employcees and that of owners. The average anmual income received
by enterprisers during the inter~war period totalled $987 million against $2,465 million
paid to the employe: class and $550 million received by owners of property of different
typeses Withdrawals were about 24.7 per cent of total income payments during the entire
periods Tuls compared vita 58.3 per cent in salaries and wages and 3,32 per cent in
other labour income. Thu so-called property income amounted to 8.3 per cent in divi~
donds and bond intercvst, and 5.4 per cent in rentals and mortgage interest. The pro-
portion of Jdividends and intersst was reduced by the considerable payment to external
holders of securities issued in Canada.

Withdrawels vary greatly from one industrial group to another. They assume
groatest inmportance in agriculture, service and trade. The withdrawals of the farmers
of Cannda during the interewar period were estimated at $510.5 million per year, or
nearly 52 per cent of the total for all indust®ies. Tie service group, including those
engaged in professional activities, distributed 17.7 per cent, while trade occupied
third place wvith a distribution of 14 per cent. Other groups, notably construction,
namufactures and tho primary industrios, paid considerable amounts to their working
proprietors in the foim of wlthdrawolse Such income was estimated for each of the
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twelve major groups czecopt eleciric power and Government. The dividing lino between
the worldng propriestor, on the one hand, and the corporate officer and member of the
board of directors c¢n the other 1s not clearly drawn, but the alu of the present revort
ig to restrict withdrawals to the unincorporated sectiocn of productive activities.
Tithdrarals, consequently, are important for but 2 few of the industrial groups in-
cluded in the countryis economic system. Moet industries are organizod largely on the
principle of scparation of ownership from active participation in the process of
production.

The prosperity of enterprisers over a period is dependent on conditions in
the nmaln indusiries fronm vhich the income is deriveds Thke sevore depression in prinary
industries, notably agriculture, accounted mainly for the declining 4rend of withdrawals
during the last twenty years. The setback in the grand total from thc first decade to
the second amounted to about 21.5 per cent, the average of $1,106 million having
declined to $868 million in the ithirties. Anong the cormodi ty-producing activities,
advance in nining, mamufactures and repair work falled by a wide rargin %o counter-
balance the declines in other industries. The reduced return for the personal activi-
ties of farmers made up a large part of the general decline. The withdrawals of the
trade group declined 19 per ceat from $153 million per year tc 3123.5 million.
Financial activities are mainly carried on by incorporatcd companies, withdrawals in
relatively small anount being calculated for real estate and stock and bond brokerse
The rise in the return to professionals and working proprietors in %other servico® was
contrary to the puwwzloni irend. In view of these developments, vithdrawals were of
less relative inmportanco as an income flow in the second decado than in the first, the
decline being fron 27 per cent of incorie payments to 22 per ceate The decline in the
inter-war trend —as 2.48 points of the index per yeare The relative drop was greater
than in salaries oud wages or in the sum of rentals and mortgage interest, while other
labour income, intorcst anc dividends showed o rising trend.

Other Labour Incone

The narked vearlability of other labour income is mainly due to the inclusion
of govermient war gratiitics and droct reliof. The payment of worikmen's compensation
and ponsions of various classes is wore regular from ycar to year. Payments dquring the
second decade averaged $i71 million agninst 495 million in the first. The inter-war
trend of the index showed an incrcment of 8.68 points per year. Owing to the heavy
paynents of war gratuitics during 1919 and the eaiiracrdioay;, disbursements subsequent
to 1930, the standard doviation reached the high mark of 87.00. The index of "other
labour inccmo® on the base 1926 was 4263 in 1919, reached a low point of 97 in 1925
and then climbed to 328 in 1937.

The proporiion of other labour income to total income payments was 7.2 per
cent in 1919, recedcd to as low ag lod per cent in 1926 aud then rose to 6.2 per cent
in 19%4. In the first yeor after the war, pajynents were $289 nilliou while a minirmm
of $66 nillion was reached in 1925. The total rose to $221 million in 1935, vhen direct
relief was disvursed in large anountse

Vhen other labour income is combined with salarles and wagos to raake up the
total rermneration of the emiployee class, an inporiant alteration is noted in regard
to the relative irmportance. Tae proportion golng to the class in 1915 was about 60 per
cont instead of the A3 per cent going as salarles and wages alonc. From 1922 to 1930,
tiio proportion of other labour income was fairly steady and the anount ricderate. The
heavy paynents in relief during subsoquent years tended tc offsct the relative decline
in salaries and wages: In fact ths sum of salarics and wages and cther labour income
was a growing proporiicn of total income payments from 1930 to the end of the period
under review.

Fluctuntions.

While fluctuntions in 'ithdrawals are normally less than in earnings of
eniployees, rmuch depends on the reiative sensivity of the segionts which disburse the
incame. Prinary produccrs, including a large proportlion of wrldng propristors, were
gseverely affaectod during tho major dopression culminating in 1933. Contraction in
withdrawals vas nost conspicuous in agriculture, which was the chief sourco of this
type of income. Despltc the relatively botter showding in nost groups, vithdrawals
declined 41 per cent from 1929 to 1933 agalnst 36.6 per cont for salaries and wnges.
The rocovery from 1933 to 1937 was 25.5 per cent in withdrawals and 3643 per cent in
earnings of employocoss
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The tost of the standard deviation, however, indicates that withdrawals vere
clizhtly legss sensitive to fluctuations than salaries and wages, the standing being
11.06 azainst 11455, W thdrawals, after reaching $1,330 nillion in 1920, dropped to
©1,010 r1illion in 1922. The recovery wos fairly continuous to 1929, vhen an inter-
nediate masirun of $1,186 nillion was reached. The low point of the second major
depression was nearly $700 million recorded during 1933. Successive gains were then
recorded until 1937.

The withdrawals derived fron commodity-producing activities declined from
8817 million in 1929 to $432 million in 1933, representing 47.1 per cent. The other
econordc divisions showed greater resistance to the influences of depression. The
cormodd ty=handling division dropped from $182 rillion to $116 million, vaile the
facllitating activities contributed $185 nillion in the presperous year compared with
$151 million in 1933 The net result was that as production proper lost sone of its
relative inportance in the last decade, the withdrawals contributed by the facilitating
industries tended to become 2 correspondingly larger proportion.

Property Incone.

Property income, includifg dividends, bond and nortgage interest ond rents,
nade up less than 14 per cent of the total flow of income to conswierse After adjust-
nent for internntional payments, dividends anounted to 3.67 per cent and bond interest
to 4.65 per cent during the twenty-yeer period under reviews lMortcage interest and
rents averoged H.43 per cente Salaries and wages, pensions, relief and withdrawals
rnay be regarded as labour income, contrasted with dividends, interest and rents,
asguned to constitute property income. On this basis approxinately six~sevenths of
incone receipts of consumers can be attributed to receipts from labour and one-seventh
to rocoipts from property.

Considerable difficulty attends the computation of property incone. Many
of tho large corporations are engnged in varied activities complicating the classi-
fication of dividends and interest. The oil industry, for exaople, operates not only
the refineries but a widespread systenn of retail distribution. Another problen is
to differentiate botwoen payments to corporations and to individualse The ain is to
arrive at the total of dividends and interest flowing to individualss This was roughly
achieved by deducting from payments the sum of the dividends and interest received by
the corporations in each of the groups. The anount of dividend payrents received by
individuals is congsequently computed by adding together the net total originating by
£roupse

A portion of these payments accrue to individuals indirectly through financial
institutions including banks and insurance companliess. These organizations are treated
in this connection as associations of individuwals for the purpose of a better managenent
of personal savingse The flow of income in the form of dividends and interest may thus
be divided into two unequal streams, the larger flowing directly into the hands of
individuals and the other flowing to financial institutions to be eventually trans-
forred to individual consunerse

The large anount of dividend and interest payments to external holders of
Canndlan securities presents a seriocus problen in estimating the national income and
ite distributions Dwe to inadequate data, the distribution of payments by groups
between internal and external recipients may be cormputed with apprexinate accuracy

on].y.

By comparing the averages for the second decade of the inter-war period with
the first we find that an upward trend was showm in the flow of property income.
Pajmients to Can~dian residents rose from an average of $521 nillion in the first ten-
voar period to 8579 million, o gain of 11 per cente The advancing trend in property
incowe roflocted mainly the important increase in bond interest. A slight advance was
recorded in dividend payments vhile the sum of rentals and nmortgage intercst was at a
lower level in the last ten ycars. The gain in dond interecst and dividends from the
first decade to the second was 45.2 per cent and 10.1 per cent, respectively. The real
estato account of rentals and nortgnge interest,on the other hand,declined about 105
por cente

Owing to the decline in labour and working-proprietor income and the rising
trend of property income, the latter recorded groving importance in the last decade.
The proportion of total income digbursed to individuals was 14.7 per cent in the last
ten years, ngainst 12.8 per cent in the first part of the period.



Broperty Lhcomt shoved dscline in agricultvrd and forestry but recorded an
fnerease in mining and elestric power the marked development of the latter industries
being a partial cipianaiion. The estimate of property income originating in mama-
factures, n-0e80 ros¢ 7rom an average of 355 million in the first docade to neerly
836 million in the second. & nainor advairce was siom in the sun of transportation and
cormmnication activities, “the telephons payments offsetting the decline in steam
rallmys. The finance group, cmbracing non-farnm rents whether paid or imputed and
nortgnge interest as woll as dividends ané interest from banlking end other financial
groups, dsbursed legs inconme in the last ten years. The advance in payments by
governnents reflected the groth of public debts. Increases were also recorded by
the trade and sorvice activitiose

Fluctuations.

Dividends —erc the nost elastic ¢f the three main components of property
income, dropring from $2).0 million in 1930 %o $107 million in 1933, The standard
deviation in the inter~var period wms 18.3 compared with 7.6 for bond interest and
13,9 for rentals and norigage intereste Interes® payments, denoting fixed charges,
represent one of (.o nors rigid iteme in the price strucituro. Tholr behaviocur during
the depressicn shuwed morkoed variadione Dividends recorded a decline of 44,6 per
cent from 1929 t¢ 1933, +aile roalizsd nst lanterest siioved an increase of 24,2 per
cent. The change fwon 1933 (o 1937 wes an increese of nearly <9 por cent in dividends
aad a decline of 2.8 par cen’ in interest- The decline in the real estate property
income mas 37.4 per coubt during tho reschicn, wille a guin of 28.5 per cent was
shovn in the subscquent vecevery 10,1937«

General Mzathod.

The natioaal income mey be defined as the algevraic sum of the income pay-
ments to indi iduals and the net savings, positive or negative, of the various
economic enterprises of a natione For practical purposes the payments of interest
and 3ividends to "sggregates of indlviduals?, inciuding financial institutions such
as banks and insu:aace companies, vhich manage the peoplets savings, are also
included in the estimatcss.

An alternative definition is from the standpoint of productione National
income arises main!; through tihe production of cormodities and the rendering of services.
Mether these operations ars undertalen by e business enterprise or by the individual
himself, personal incomes are for the most part lerived from productive activity. Tae
cnterprise considercd as a unit receives a gross rovenue Iron opecrations and distri-
butes the proceeds either to other concerns or ‘%o individuals in the conventional forms
of salaries and wages. dividends, interest, withdrawals, pensions ancd compensation to
worlanon for sickness and accidents. Wilen depreciation and expenses paid to other
Indinstrial organizations are deducted from the gross revenue, the payments to indivie
dvals and savings of the conceru, ceunstituting the residwa, are considered as the net
contribution of the enterprise to the national income.

National income das also been defined as the total of the oxpenditures and
savings of individuals., The amounts creditoed to individuals may either be devoted to
e purchasc of comnodiitles and services for direct consumpition, or to the formation
of capital in preparation for productive expansion. Vhether viewed as a r eturn for
the production of goods and scrvices or as a means of obtaining personal utilities and
expanding the capital equipment, the national incoe is essentially the sum of payments
to individuals, ant the computation of it :mist b directed toward the measurement of
such paymontie

The most dirceet means of obisining the total national income would be by census
enumeration, but i1t is doubtful whether complete irnformation could be obtained in this
waye Tae receipt of salaries and wages by umployees in Canada 18 avallable for the
consus ycars 1910-1L, 192021, and 1830~31, but +he census questionnaire excludes other
types of individuai income, guch as dividendas, inteorest, rent and withdrawals of em-
pleyera and person: wrking on own account- Some luformation regording income is
obtained anrmally fiom income tax rsiwims ruceived by tlie Department of National
Rovenue. The partial coveragu and the lack of dctailed di stribution, however, prevents
the extensive use ot suci naterin~il for the present pmrpose.
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Sintieticg Illustrating the Economic Sitvation of Canada for the first six monthe
of 1941, compared with the samne period of 1840

Unit or First Six Months Increase +
Tten base 1941 1940 Decroase -
Period
National Incorc (Tentative Compilation)l/ $000 2,556,515 - 2,2005483 .+ kil
Commwodity Producing $000 1,262,823 1,063,767 + 18.7
Commodity Eandling $000 5334352 468,165 -+ 16,9
Facilitating $000 760,340 482 % Gl
Goneral Ecoronic Situation
Index of Physical Volume of Business 1935-9-100 123.2 114.4 + - 1269
Index of Industrial Production 1935~9=100 141.5 126.0 + 123
Wholesale Prices 1926=100 86.8 g2.6 + 5.1
Indox of Cormon Stoclz Prices 1935-9=100 66.4 §3.1 -~ 20.1
Capitalized Bond Yields, Doninion 1935~-9=100 104.1 08.6 + 58
Mining Stock Frices 19 35=9=100 74.5 86.5 - 13.9
Banlk: Debits $000 18,810,100 17,001,691 + 10.6
Production ard General Business
Mineral Production 1935=9=100 126.5 123.8 > Rea
Gold Recoipts Fine Ozs. 23538,379 2,435,293 + 4.3
Silver Shipuents Fine Ozs. 8,740,858 10,536,365 - 17.0
Coal Production Tons 84324,979 8,110,689 + 2.6
Mamafacturing Preduoction 1935-9=100 139,2 125.4 + S
Flour Production (First 5 mos.) Bbls. 7,897,523 .397,334 + 23,5
Sugar Mamufactured Lbs. 365,993,288 383,840,627 = 4.7
Cattle Slanghierings No. 792,816 780,809 + 1.5
Hog Siaughtorings No. 3,002,194 2,322,64’5 + 29,3
Cigaroites released Nos 3,806,680,650 3696,589,068 + 3,0
Cigors released No. 864,578,378 74,017,218 + 17.0
Leatnor Bcots and Shoves (First 5 rwos.) Pairs 115131228 10,167 808 & « 9%
Raw Cottor Consuzption Ibs. 9,620,920 95,330,315 + 2.9
Paper anc Jmmber -
Newsprint Production Tons 1,621,134 1,641,987 =~ 1.3
Exsorts of Planks and Boards M ft. 95¢.368 986,305 =~ 3.5
Iron and Stoel -
Steal Ingot Production Long Tons 1,148,435 958,246 + 19.8
Pig Iron Froduction Long Tons 625,551 549,627 + 13.8
Antomobile and Allied Industries -~
Automodilae Production,cars and trucks No. 152,871 110 .90 vh | FRAE
Petroleun Imports 000 Galse 643,834 565,627 + 13.8
Crucie Rubber Imports Lbs. 55,749,702 41,029,443 + 35,9
Construction ~
Contracts Awarded $ 215,466,600 125,435,500 + 71,8
Building Permits 2/ $ 48,412,468 35,281,108 + 37,2
Xlectric Powor Production 000 K.W.Ho 15,731,801 14,968,503 + K.l
Externnl Trade - (%)
Exporte $ 720,390,321 553,711,029 + 30.1
Inports 8 645,284,416 496,100,785 + 30.1
Excess of axports over imnorts $ + 75,105,905 57,610,244
Railways -
Carloadings No. 1,494,749 1,299,933 + 15,0
Grogs Revenue C.il.R. (Canadian lines) § 120,925,000 96,319,689 + 2R.5
Gross Revenue C.D.R. 99,840,000 75,641,753 + 32.0
Enployment -~ 5 onths' average unadjusted -
General Index 1926=100 13803 1143 + 21.2
Mamufactoring 152.2 122,0 + 24,8
Logging 205.2 158.9 + 29.1
Mining 170.9 165.8 i 3
Construction 93.7 62.1 + K049
Building 1143 49.7 + 130,0
Higumy 98.0 83243 + 19.1
Trads 1514 139.4 + 8.6
(x) Ixcluiing gold. ¢/ 5% Municipalities.

1/ FExclusive of tangible assets acquired by the Dominion Government

through war eipenditure.
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