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Copies of this brochure and the Tenth Annual Review may be 
obtained in English and French from Information Canada, ottawa. 
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IN 1972, THE CANADIAN ECONOMY RECORDED A 5.8 PER CENT GROWTH RATE, WHICH 
WAS SLIGHTLY LOWER THAN OUR GNP INDICATOR FOR THE 1972-75 PERIOD. SINCE 
GROWTH IS GENERALLY EXPECTED TO REACH A RATE OF 7 PER CENT OR MORE IN 1973, 
OUR 6 PER CENT TARGET FOR THE THREE-YEAR PERIOD MAY WELL BE ACHIEVED. TO 
ATTAIN THE TARGET AND CONTAIN INFLATION, HOWEVER, SOME SLOWDOWN WILL BE 
REQUIRED IN 1974 AND 1975. 



GROSS NATIONAL PRODUCT 
Chart 1 
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LAST YEAR, CANADIAN CONSUMERS SPENT AT APPROXIMATELY THE SAME RATE AS 
WE HAD ANTICIPATED AT THIS STAGE OF THE EXPANSION. THEIR REAL DISPOSABLE 
INCOME, HOWEVER, ROSE MUCH MORE RAPIDLY, SO THAT THE INCREASE IN CONSUMER 
EXPENDITURES WAS LESS MARKED THAN IT MIGHT HAVE BEEN. THE RAPID RISE IN 
PERSONAL SAVINGS, AN INDICATION OF THIS DEVELOPMENT, MAY CONSTITUTE AN 
IMPORTANT RESERVE FOR NEW GAINS IN PERSONAL EXPENDITURES IN 1973 -- AND 
POSSIBLY BEYOND. 
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THE 1972 GAIN IN INVESTMENT WAS NOT VERY IMPRESSIVE (3.6 PER CENT). SINCE 
THE BEGINNING OF 1973, HOWEVER, THE INVESTMENT SECTOR HAS BEEN VERY BUOYANT, 
AND IT APPEARS QUITE POSSIBLE THAT THE 9 PER CENT TARGET PROPOSED LAST YEAR 
WILL BE ACHIEVED IN THE YEARS 1973 TO 1976. 



TOTAL INVESTMENT 
Chart 3 
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BECAUSE OF AN UNEXPECTEV SLOWVOWN IN NONRESIVENTIAL CONSTRUCTION IN 1972, 
TOTAL BUSINESS INVESTMENT HAS NOT GROWN AS RAPIVLY AS ANTICIPATEV. A 
STRONG ACCELERATION IS EXPECTEV IN 1973, ANV THE PROPOSEV PERFORMANCE FOR 
THIS CATEGORY OF SPENVING IS 12 PER CENT A YEAR THROUGH 1976. STRONG 
GAINS OF THIS ORVER APPEAR INCREASINGLY LIKELY. 
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INVESTMENT IN MACHINERY AND EQUIPMENT 
AND NONRESIDENTIAL CONSTRUCTION 

Chart 4 
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OUR GOALS FOR HOUSING STARTS (CHART 5) AND FOR EXPENDITURES ON RESIDENTIAL 
CONSTRUCTION (CHART 6) APPEAR QUITE ATTAINABLE. THE PERFORMANCE INDICATOR 
FOR HOUSING STARTS IS AN ANNUAL AVERAGE OF 245,000 UNITS TO 1976, WITH A 
GROWTH RATE OF 1.5 PER CENT PER YEAR FOR EXPENDITURES. 
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Chart 6 
HOUSING CONSTRUCTION 
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AFTER PICKING UP SHARPLY IN 1970, GOVERNMENT CURRENT EXPE~DITURES GREW ALMOST 
IN LINE WITH THE SUGGESTED TREND RATE IN 1971, BUT SLOWED1 DOWN SLIGHTLY IN 
1972. LOOKING INTO THE FUTURE, ATTAINMENT OF THE PROPOSEp TARGET RATE DEPENDS 
ON WHETHER INCREASES IN FEDERAL SPENDING ARE FORTHCOMING. INCREASES ANNOUNCED 
IN FEBRUARY 1973 MAY BE ENOUGH FOR THIS PURPOSE. IN SHORT, THE TARGET APPEARS 
BROADLY APPROPRIATE. 



Chart 7 
GOVERNMENT CURRENT EXPENDITURES 
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THE 6.7 PER CENT INCREASE REGISTEREV IN OUR EXPORTS OF GOOVS ANV SERVICES 
IN 1972 WAS A LITTLE ABOVE THE AVERAGE TARGET RATE TO 1975, BUT IT WAS 
NONETHELESS SOMEWHAT BELOW WHAT WE HAV ANTICIPATEV FOR THE SINGLE YEAR 
1972. THE SLOWER GROWTH WOULV SEEM TO SUGGEST SOME RELATIVE VETERIORATION 
IN CANAVIAN COMPETITIVENESS ATTRIBUTABLE TO THE EXCHANGE RATE APPRECIATION 
ANV TO THE RELATIVELY HIGHER RATE OF PRICE INCREASE IN 1972 THAN IN THE 
UNITEV STATES. THERE ARE, HOWEVER, OFFSETTING FACTORS, SUCH AS IMPROVEMENT 

, 

IN CANAVA'S COMPETITIVE POSITION VIS-A-VIS OTHER COUNTRIES ANV THE HOPEV- 
FOR STIMULATIVE EFFECT OF THE U.S. EXCHANGE VEVALUATION ON U.S. VEMANV ANV 
THUS UPON CANAVIAN EXPORTS. AT PRESENT, THE 6 PER CENT INVICATOR IS 
REASONABLE ANV ATTAINABLE. 



EXPORT OF GOODS AND SERVICES 
Chart 8 

GROWTH RATES 

ACTUAL TARGET Billions 
of 1961 
dollars 
-25 

·V -20 9.4 5.9 
TARGETS 

60-70 70-72 72-75 73-76 
-15 

6 

-10 
-9 

-8 

-7 

1960 1965 1970 1975 76 



THE COMBINED EFFECTS OF CANADIAN EXCHANGE RATE APPRECIATION VIS-À-VIS THE 
UNITED STATES AND RECENT HIGHER RATES OF PRICE INCREASE IN CANADA APPEAR TO 
HAVE FAVOURED FOREIGN SUPPLIERS. STRONG INCREASES IN IMPORTS ARE EXPECTED 
TO CONTINUE THROUGH 1973, AND THE AVERAGE GROWTH RATE OF 6.5 PER CENT 
PROPOSED LAST YEAR NOW APPEARS TO BE LOW. TO REFLECT RECENT DEVELOPMENTS, 
THE IMPORT TARGET HAS THEREFORE BEEN RAISED TO 7.5 PER CENT FOR THE 
PERIOD 1973-76. 
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THE INDICATOR FOR REAL DISPOSABLE INCOME PER CAPITA ROSE MORE STRONGLY IN 
7972 THAN EXPECTED. RAPIDLY RISING GOVERNMENT TRANSFER PAYMENTS TO PERSONS, 
A DECELERATING TAX TAKE, AND CYCLICAL EXPANSION HAVE BEEN INSTRUMENTAL IN 
SUSTAINING THE RISE IN DISPOSABLE INCOME OVER THE LAST TWO YEARS. NOW THAT 
THE ECONOMIC EXPANSION HAS MATURED, CONTINUING STRONG GAINS ARE UNLIKELY. 
THE TARGET RATE OF GROWTH IS ACCORDINGLY LOWERED TO 4.2 PER CENT PER YEAR 
FOR THE PERIOD 7973-76. 



Chart 10 
REAL DISPOSABLE INCOME PER CAPITA 
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THE POOR PERFORMANCE OF THIS INDICATOR IN 1972 MAY BE PARTLY ATTRIBUTABLE 
TO THE FACT THAT TOTAL CANADIAN OUTPUT GREW MORE SLOWLY THAN EXPECTED. 
GREATER OUTPUT GAINS IN 1972-73 COULD BRING ABOUT SUBSTANTIAL IMPROVEMENT 
IN OUTPUT PER PERSON EMPLOYED, BUT ACHIEVEMENT OF THE 2.8 PER CENT TARGET 
RATE TO 1975 NOW APPEARS TO BE A RATHER FORMIDABLE TASK. AN OBJECTIVE OF 

2.4 PER CENT PER ANNUM IS PROPOSED FOR THE PERIOD 1973-76. 



TOTAL OUTPUT PER PERSON EMPLOYED 
Chart 11 
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IN THE MANUFACTURING SECTOR, AS IN THE ECONOMY AS A WHOLE, 
THE PRODUCTIVITY GROWTH TARGET WAS NOT REACHED IN 1972. FOR 
THE PERIOD 1973-76, WE PROPOSE A MODERATELY LOWER RATE THAT 
IS CONSISTENT WITH THE REVISED INDICATOR FOR TOTAL OUTPUT 
PER PERSON EMPLOYED. 
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TOTAL EMPLOYMENT ROSE IN 1972 IN LINE WITH THE PROPOSED RATE. SINCE 
WE HAVE LOWERED OUR PRODUCTIVITY TARGETS TO 1976, HOWEVER, EMPLOYMENT 
WILL NEED TO INCREASE MORE RAPIDLY THAN ENVISAGED EARLIER (3.4 PER 
CENT PER YEAR) IF THE SAME OUTPUT TARGET IS TO BE REACHED. 



TOTAL EMPLOYMENT 
Chart 13 
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UNVER PRESENT CONVITIONS, THE 1975 UNEMPLOYMENT TARGET OF 4.5 PER CENT 
IS STILL ATTAINABLE. IF RECENT TRENVS IN LABOUR FORCE GROWTH PERSIST, 
ANV IF EMPLOYMENT CONTINUES TO RISE SOMEWHAT MORE RAPIVLY AS A RESULT 
OF SLOWER PROVUCTIVITY GROWTH, IT SHOULV BE POSSIBLE TO MAINTAIN THE 
UNEMPLOYMENT RATE AT 4.5 PE~ CENT IN 1976. 



RATE OF UNEMPLOYMENT 

Per cent of labour force 
Chart 14 
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PERFORMANCE INDICATORS, 1972-75 AND 1973-76 
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OUh analy~~~ 06 6uzuhe ghowzh po~~~b~l~z~e~ and OUh belie6 zhaz the indi~atoh~ 
ba~ed on zh~~ analy~i~ ~an be a u~e6ul guide to e~onom~~ de~i~ion-making lead 

u~ zo make the 60llowing he~ommendation~: 

RECOMMENDATION 1 

WE RECOMMEND THE ADOPTION OF THE INTERIM PERFORMANCE INDICATORS 
FOR THE YEARS 1973 TO 1976 SHOWN OPPOSITE, INCLUDING THE NEW 
RELATIVE PRICE INDICATOR CALLING FOR DOMESTIC PRICES TO REMAIN 
IN LINE WITH FOREIGN PRICES. 



THIS NEW INDICATOR SETS A RELATIVE STANDARD FOR CANADIAN PRICE PERFORMANCE. 
BECAUSE OF THE CLOSE INTERRELATIONSHIPS BETWEEN CANADIAN AND FOREIGN PRICES, 
AND THE DIFFICULTIES INVOLVED IN INSULATING THE CANADIAN ECONOMY FROM THE 
EFFECTS OF INTERNATIONAL PRICE MOVEMENTS, WE BELIEVE CANADIAN PRICE INCREASES 
CANNOT BE MADE TO DIFFER VERY MUCH FROM THOSE IN OTHER LEADING INDUSTRIAL 
COUNTRIES. 

J 



DIFFERENTIAL RATES OF PRICE CHANGE BETWEEN 
CANADA AND MAJOR INDUSTRIAL COUNTRIES 
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TRANSFERS TO PERSONS 
Chart 16 
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In ~~~ N~n~h Annual Rev~ew, ~he Coune~l d~d no~ phopo~e an ~nd~ea~oh bOh govehnmen~ 
~han~neh paymen~~ ~o peh~on~, but noted that eUhhent dollah ~nehea~e~ On ahound 

la peh eent peh annum would be eon~~~tent w~th the aeh~evement On the pehnOhmanee 

~nd~eatoh~ oveh the peh~od 1972-75. Aetual ghowth hate~ 06 govehnment than~neh~, 
howeveh, have ~hown a ~thong ~endeney to aeeeleha~e, ~nehea~~ng ~n 1971 and 1972 
at houghly double the ha~e we had env~~aged. 

RECOMMENDATION 2 

WE RECOMMEND THAT THE GROWTH OF GOVERNMENT TRANSFER PAYMENTS 
TO INDIVIDUALS NOT EXCEED AN AVERAGE YEARLY RATE OF APPROXIMATELY 
11 PER CENT DURING THE PERIOD 1973-76. 



Atta~nment on the obje~t~ve~ p~opo~ed by the Coun~~l would ~all no~ the 
~o-ope~at~on On gove~nment~ and no~ a ~ev~ew On ex~~t~ng ~n~t~tut~onal 
a~~angement~: 

I 

t 
RECOMMENDATION 3 

WE RECOMMEND THAT THE FEDERAL AND PROVINCIAL GOVERNMENTS 
ESTABLISH, FOR THEMSELVES AND FOR THE PUBLIC SECTOR AS A WHOLE, 
ONE OR MORE INDICATORS OF THE DESIRABLE LEVEL OF INCREASE IN 
PUBLIC EXPENDITURES FOR A THREE-YEAR PERIOD. TO THIS END, WE 
RECOMMEND THAT THEY ENTRUST THE PREPARATION OF BACKGROUND 
DOCUMENTS TO THE CONTINUING COMMITTEE OF OFFICIALS ON FISCAL 
AND ECONOMIC MATTERS OR TO THE ECONOMIC COUNCIL OF CANADA. 

WE RECOMMEND THAT THE HOUSE OF COMMONS ASSIGN TO AN APPROPRIATE 
COMMITTEE THE TASK OF PERIODICALLY REVIEWING THE OVERALL ECONOMIC 
SITUATION OF THE COUNTRY IN THE LIGHT OF THE PERFORMANCE INDI­ 
CATORS AND DEBATE THE COMMITTEE'S REPORT. 

RECOMMENDATION 4 
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