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SUMMARY

The number of Canadian business 6onoerns Which weré controiléd by
fesidents of other countries increased fﬁom 2,522 infl945 to 9,130 in 1968,
The percentage of wholly-owned subsidiaries rose from 10.7 per'éent in
1945 to 30.7 per cént in 1968, |

Direct investment by non-residents in these business concerns
increased from $2,713 million at the end of l945xto 326,485 hiliiénfat‘the
end'of 1970, at an average annual rate of 9.5 per cent. Dufing the pe;iody
this direét investment rose from 38.3 per cent of all priﬁate long-term
non-resident investment in Canada to 60.7 per cent. | |

Most of this direct investment was owned in the United States, but
the proportion was declining slbwly; Tn 1945 it was 85.0 per cent, énd,in
1970, 81.2 per cent. The percentage owned in the Uhited Kingdom dropped
from 12.8 per dent in 1945 to 9.5 per cent in'l970° The.percentage‘éwned
in all other countrieé rose from 2.2 per cent in 1945 to 9.3 per cenﬁ in
1970, |

Direct inveétment by foreigners was concentrated in the manufactﬁring ,
indusfries and in the capital-intensive industries of petroleum and natural
gas andyof mining and smelting. This concentration increased from éholiper cent
in 1945 to 78.1 per cent in 1970. |

In 1967, non-residents controlled 74 per cent of the total capital

- employed in the petroleum and natural gas industry, 65 pervqént in other

mihing and smelting and 57 per cent in manufacturing. Within mahufécturihg;i*
nbg;resideﬁts controlled 100 per cent.of the aluminum industries,f98:per cent.
of the rubber_industries, and 96 per cent of the automobiles aﬂd’pafts
iﬁdustries. Over three-quarters of the‘capitai empioyed‘in the chemicél, 
“the electfical'apparatus, and fhe tfansportatioﬁ equipment industries was
also undér non-resident control. o |
Net cabital-inflows for direct investment by controlling.interests

 abroad were -$40 million in 1946, $590 million in 1968 and:ﬁéSO'millioﬁ in
, 19720 o - -
g Ehrnings of interest and dividends from.direqt inveétmgnt incréased :
from $279 million in 1946 tg~$i,480 million in 1968.‘ Of the 1968 total,

$810 million were retained, $604 million remitted fo the'direct_invéstors, o
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and $66 million claimed for withholding taxes. In 1971, remitted interest
and dividends were $73L million.

From the beginning of 1946 (end of 1945) to the end of 1968, the

g

bbok value of direct investment rose by $19,821 million. To achieve this
increase, controlling or affiliated interests brought in a total of

$9,577 million for direct investment, and retained $8,315 million of their
earnings. .The rest of the iﬁcreaée»was made.up out of other féctors to
the amoﬁnt of $1,§29 million. During the same period,*outgdiﬁg payments.
of interest and dividends on direct investment were $8,136 million, only
$1,441 million less than the new capital brought in by controlling

interests.

x
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I. INTRODUCTION
This working paper reviews the growth of direct investment in Canada

by non-residents since the beginning of 1945. It is based on material

"~ published up to September 1973 by Statistics‘Canada, in connection with the

balance of payments and the international investment positiono

It is the sécond working paper in a series, superseding "F@reign
Direct Investment In Canada Since the Second World Warﬂ; which was‘iésuéd‘in
Jaﬂuary 1970 énd updated or otherwise amended three times.
| When this paper was being prepared; an essential initial;steﬁ‘was to
conéolidate in a standard format a number of statistical series which héve
been published in varidus sources over the past twenty%eight years. The
main tables are given in Annex A, The introduction to thaf Annex describes
the series. |

There is a companion working paper "Foreign Direct Inﬁestment in

Canadag'Selected Years from 1900 to 1945", which takes several of the main

Canadian series back further in timeé.

The concepts used in the preparation of the data are reviewed in
Chépter IL. The data themselves are based on Canadian .concerns identified as
being contrélled by non-residents. The number of these concerns is the
subject of Chapter IIL

._Chapters IV, V and VI deal with stocks of capital under non-resident

ownership or control.

The next five chapters review vérious flows of funds which are
associated with the stock of direct investment capital. Various aspeéts‘of

the earnings of non-residents from their direct investment are covered in

' Chapters VII, VIIT and IX. Incoming flows of capital are the subject of

Chapfers‘x and XTI,
Annual.changes in the stock of direct investment a;e\reviewed in
Chapter XII, together with the components of the change.
. The next five chapters, Chapters XIT to'XVII;'give a more detailed
reviéw, by industrial group, of the stbcks‘of capital which are uﬁder\non-

resident ownership or control, of associated flows of fundég and of the degree

" of non-resident control. In four of these chapters, details by product group

are also given.




Chapter XVIII reviews the effects on the bélance of payments of
some of the flows covered by.the paper.

A problem of terminology was encountered with respect to the Qofd
"foreign'. In the international literature on direct investment, this term
is no?mally used to apply to any country other than the host country in which
the direct investment occurs. When following this general usage, the literature
on Canada.often uses the term in.a sense broader than that laid down in.the
Céﬁadian"Citizenship Act, which names nine countries to which the tefm‘"foreign“
does not apply. In this paper, an attempt has been made to minimize fhe use 6f‘
the word in contexts where it would apply to any of those nine countries. ;

Direct investment from the United States is a major component of the
investment.under study in this paper. The U.S. statistics aboﬁt this item were

the subject of an earlier paper '"United States Direct Investment In Canada As

.Reported by U.S. Sources 1946-1967", which has been amended to cover 1969. 4

revised version now in preparation will bring the series up to 1972,.‘.




II. CONCEPTS AND DEFINITIONS

The purpose of this Chapter is to describe the concepts used in the
preparation of data on direct investment by non-residents for use in con-
junction with the balance of payments.

1/

Book Value of Investment—S

The basis for the valuation.of international investments in Canada
whether they are classified as direct, portfolio or miscellaneous, is book
value. The term book Qalue of investment as used by Statistics Caﬁada'refers
to thé depreciated value as carried by.companies in their books. It is:

M, .0othe value shown in the balance sheets for the different
securities of the companies concerned. In the case of capital
stock this is the value at which the stock is shown among the
liabilities plus surpluses or less any deficits which may exist.
These surpluses will include any capital surplus as well as
earned surpluses. The resulting value is the total of the assets
less specific reserves set aside, such as those for depreciation
and depletion, and less other liabilities which the company may
have., 'In effect, consequently, this is a measure of the equity
‘which shareholders have in the depreciated value of the assets''.

One consequence of using book values is that in a period of rising
prices such values could well be less than market or replacement values.
Statistics Canada also notes that:

"For most purposes of analysis, the series of foreign investment
must be limited to foreign investment as it relates to the
Canadian economy, or in other words to foreign investment in
Canada. But many of the companies in which foreign ownership
is significant have important subsidiaries or branches abroad.
These external assets are éliminated from the series on foreign
investment in Canada through deduction proportionately to the
ownership of the common stockeea.

Foreign-Controlled Fnterprise

One of the first steps in measuring direct investment is to determine

{

which enterprises are controlled abroad. Once an enterprisg‘has been identified
.és being under foreign control, it is included in the statisﬁical base for
éalculatingndirect investment.
Statistics Canada uses the term "foréign—controlled enterprise" to

refer to an enterprise of this type, and describes it as follows:

"In general an enterprise is considered to be foreign controlled
if 50% or more of its voting stock is known to be held in one
country outside Canada. The group is modified by the addition

or deletion, as appropriate, of concerns where it is believed

that because of the distribution of the stock, effective control
is held with less than 50% of the voting stocke (Since complete
knowledge of the share owners may not be available the classifica-

tion of borderline cases involves a measure of judgment based
upon all the known factors which could be relevant). The enterprise
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includes all the corporations over which the group itself is in a
position to exercise control. The concept of control which has”
been adopted is, therefore, one of potential control through stock
ownership, and the degree, if any, of local autonomy permltted in
practice by the owners is not relevant. «

An exception is made in respect of companies established for the
purpose of makingportfolio investments in Canada. These have not
been treated as foreign controlled regardless of their ownership
since they do not in fact give rise- to any measure of 'control'
over Canadlan industry". 2/

Statistics on foreign control can change sharply if control of an

existing éenterprise is acquired directly from reSidents by a foreign corporation

" or group of owners. Furthermore, substantial shifts can occur as a result of

the introduction to Canada of a relatively small'émount of capital if this, when

- added to previous foreign investment, causes an enterprise to pass from resident

to non-resident control. |

Foreign Direct Investment

The term foreign direct investment as used in Canadlan statlstlcs

. refers to two different statistical concepts. They dlffer both as to the nature

of the concepts and as to their data bases.
In statistics of the internatiohal investment position, foreign direct
investment refers to a stock of cépit_alc It is the book value of foreign direct

investment, usually at the end of the year. It "covers that.part of total long-

"term investments in Canada in foreign-controlled companies which has been provided

by all the residents of the country in which control is deemedrto lie". 3/
In balance of payments statements, the term foreign direct investment
refers to the net flow of capital into Canada for dlrect 1nvestment durlng a

quarter or a year from controlllng'(or afflllated.‘)‘lnterests° Investment by other

. residents of the country of control is not included, and Sfatlstlcs Canada. states

that '"As a consequence there are oépital movements recorded on the statements

. under categories other than direct investment which directly affect the estimated

value of direct investments. 4/
In this paper, the term -direct investment will be used to refer only
to the book value concept as used in statistics of the international investment

position. The term net capital flow for'direot investment will be used to refer

‘to the capital flows whioh,ﬁre included in balance of payments statements.

Book Value of Foreign Direct Investment

This is the direct investment oomponeﬁt‘bf the book value of foreign

long-term investment.
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Net Change in Book Value of Foreign Direct Investment

t

This is the change in book value of ‘foreign direct investment from one
--period to -another.

Net Capital Flow for Direct Investment

In this paper, the term net capital flow for direct investment by
.controlling interests is used wherever apprdpria$ew> This concepﬁ appears in
quarterly and annual statements on the balance of payments by Statiétics
Canada, where it is referred to as direct investfnento (See the entfy above

under "Direct Investment!'. )

Direct Investment Gross Inflows

Direct Investment Gross Outflows _. S |

These terms are used only in successive versions of a special table
which deals with flows of capital between Canada and the United States, which
are related to direct investment in Canada by the U.S. (See the entry below
under "Net Capital Movement'). The types of tranéactions involved are indicated
in the following description by Stshigtics Canada:of foreigﬁwaiféCt'invésﬁeii=
ment in Canada: |

"Capital movements for direct investment include a great variety
of transactions, large and small, inwards and outwards, recurring
and non-recurring. They include funds to finance capital 'formation
in Canada involving the use' of Canadian labour, machinery and
equipment. They include the financing of machinery and equipment
imported from outside Canada, ranging from small components to
massive installations of custom built equipment. They include
the acquisition from residents of existing assets, such as land,
or buildings, or going concerns. They include the provision of
basic working capital necessary to finance normal inventory
investment, receivables from customers, etc. While some parent
companies are supplying additional . capital for finance expansion
in Canada others find that the funds generated in Canada from
earnings, depreciation, etc. are greater than their foreseeable
needs in this'country and there is always some significant return
of capital from Canada". 5/ -

Net Capital Inflow for Direct Investment

A Aé used for balance of payments purposes, the nef‘dapital inflow 
for direct.invéstment.is a meésure of the excess of gross iﬁflows of capital
for direct investment purposes over those_gross outflows}ofvcapital which
are attributable to the withdrawal of funds which had previously.been a
component. of direct investment. This measure takeé account of the -
following items:-

(a) movements of equity capital belonging to the foreign investors
who exercise control over the subsidiaries or branches in Canada.



(b) movements of funds for making long~term loans by, or for re-
paying long-term loans to, the foreign investors who exercise
control over the subsidiaries or branches in Canada.

(¢) a balancing item consisting of an amount equal to the undis-
tributed profits of unincorporated Canadian branches of
foreign companies, (This is to offset the inclusion of
these undistributed profits with distributed earnings in the
income account of the balance of payments.)

Net Capital Movements 6/

This term is used in connection with a special table'which shéws all
capital movements between the United States and Canada thch are connected
with U.S. direct investment in Canada. It is the net flow of'gapitél to-direct
invesfment enterprises by controlling or affiliatéd interests and othefv
residents in the U.S. It thus has a broader statistical base than net capital °
flow. ‘

The same type of presentation is not published for éapifai.flows ihto‘
Canada froﬁ all countries, and it is not possible from published data to derive
a corresponding figure for net capital moveménts into Canada from all countries.
Ehrhings |

These areucomprised of profits earned by unincorporated branéhes in
Canada of foreign cbmpanies (apart from insurance QOmpanies),_prqfits of
subsidiaries, and payments of interest on funded debt aned-by'parenté (less
corporate taxes)..

Interest and Dividend Payments on Fbreign~Direct Investment

The statistical base for interest and dividend payments on foreign
direct investment is greater than that for the book value of direct investment,
Statistics Canada explains this in a broader context as follows:

"Figures included in the income account do not correspond precisely
with statistics on non-resident investments in Canada. The latter

data are net of investments located abroad appearing in the balance
sheets of companies in Canada. On the other hand interest and '
dividend payments are based on total transactions in these forms

by Canadian companies regardless of whether the income was earned .
in-Canada or elsewhere.' 7/ :

A series for dividend payments is published separatély from total
interest and dividendéa "Dividends on direct investment paid by public companies
controlled abroad include dividends remitted to all shareholders in the country
of control; while the dividends paid by the same companies to minority share-
holders residenttelsewheré abroad are classified as returns on portfolio in-
vestment!. §/ Dividend payments on foreign direct investment include the net

profits earned by unincorporated branches in Canada of foreign companies whether

they are actually paid out or not.




Statistics Canada does not publish a series for interest paid on direct-
investment in. Canada.

Industrial Classifications

The way in which individual respondents are assigned to industries is

. described by Statistics Canada as follows:-

"The book value series in statistics of internationdl investment

in corporations are gnerally derived from consolidated balance

sheet data of the ENTERPRISES in Canada. (Enterprises are defined

broadly as firms or aggregations of firms under common ownership

: and financial control). As a result the entire investment in

C Canada of a corporation together with its sub51d1ar1es is normally
attributed to their principal activitys Moreover a company establish-
ed to provide facilities for a particular enterprise. is normally
classified with it. These two principles have far-reaching effects
on figures for some industrial sub-divisions.

As an example of the first, railway subsidiaries established by -
mining companies, primarily to provide transportation of their out-
put, are included as investment in the category OTHER MINING AND
SMELTING in preference to the railway category. Under the second

. principle, companies established in connection with the lease-back
of service station properties are shown with PETROLEUM AND NATURAL
GAS, and companies established to provide specific chain or depart-
ment store properties are included with MERCHANDISING.' 9/

1/ Canada's International Investment P081t10n, 1926 1954, DBS Ottawa, 1956,
pages 65-67.

2/ 3/ The Canadian Balance of Internatioﬁal‘Payments 1961 and 1962 and
"~ International Investment Position, DBS, Ottawa, August 1964, page 96;

L/ 5/ The Canadisn Balance of International Payments 1960 and Internatlonal
' Investment Position, DBS, Ottawa, March 1962, page 35.

6/ The Canadian Balance of International Payments 1963, 1964 and 1965
and International Investment Position, DBS, Ottawa; August 1967, page 112.

7/ 8/  The Cenadian Balance of International Payments 1961 and 1962 and
' International Investment Position, DBS, Ottawa, August. 196k, page 18.

9/ The Canadian Balance of International Payments 1960 and International
Investment Position, DBS, Ottawa, March 1962, page 55.




- IIT. NUMBER OF CANADIAN CONCERNS CONTROLLED BY NON-RESIDENTS

The first step towards measuring direct investment is to identify
those business_concerns in Canada which are controlied by ﬁon—resid,ents° The
term "Canadian concern' as defined by Statistics Canada refers to "Canadian
incorporated companies, their Canadian subsidiaries as well as Canadian
uniﬁcorporated branches of foreign companies". 1/

‘ .Table CD-1 shows the number of Canadian:concerns that w?re controiled
by non-residents in selected years from 1945 to 1968; There is a geographical
 breakdown Ey the areasifrom which non-residents exercised control:- the United
States, the United Kingdom and other countries. . For each area of control, the
Canadian concerns ére broken down into three groups:- wholly-owned subsidiariés,
other subsidiaries and controlled companies, and unincorpérated branches. .

In 1945, there were 2,522 Canadian concerns contfolied_by non-—residents°
Qﬁ these, 1,985 were controlled by residents of the U.S., 455 by fesidents of -
the U.K. and 82 by residents of other coun‘l;,ries° By the end of 1968 non-residents
controlled 9,130’Canadién concerns, of thch'6,397 were confrolled in the U.S.,

1,629 controlled in the U.K., and 4,104<controlled by residents of other féreign
countries. |

Of the Canadian concerns controlled in the United States in 1945, 210
were.wholly—owned subsidiaries; 1,384 were other subsidiaries and:controlled
companies and 391 were unincorporated branches. By 1968, U.S.~ controlled concerns
consisted of 1,743 wholly—dwned subsidiaries, 3,971 other subsidiaries and con-
trolled companies, and 683 unincorporated branches. Thus, over_twenty—threé
years, wholly-owned Subsidiaries increasea in nuﬁber~by 730.0 per cenf, other
subsidiaries by 186.9 per cent, and unincorporated branches by 74.7 per cent.
The much fastér growth of wholly-owned subsidiaries is striking.

Canédianw concerns controlled in the United Kingdom in 1945 consisted
of 58 wholly-owned subsidiaries, 262 other subsidiaries and controlled companies
and 135 ﬁnincorporated branches. By 1968, they had_increased to. 772 wholly-
owned sﬁpsidiaries, 750 pthér subsidiaries and controlled companies and 107.
uninédrporated branches. #gain, the faster growth of wholly—owned subsidiaries
is striking, at 1231.0 per cent as compared with 186.3 per cent for other sub-
‘sidiaries, and a decline of 20.7 per cent for unincpfporated branches.

Of the Canadian ooncermscontrolied in other countries abroad in 1945,‘

N
P

two were wholly-owned subsidiaries, 54 were other subsidiaries and
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companies and 26 were unincorporated branches. ‘By 1968, Canadian concerns
controlled in other countries abroad consisted of 286 wholly-owned sub-
sidiaries, 745 other subsidiaries and controlled companies and 73 un-
incorporated branches.

The fapid increase in the relative importance of wholly-owned sub-
sidiaries is reflected in Table III-1 below, which gives a percentage
distribution of the differeht types of business concerns that we?e controlled
by non-residents in 1945 and 1968.

TABLE IIT-1
PERCENTAGE DISTRIBUTION OF THE NUMBER éF CANADIAN CONCERNS

CONTROLLED BY RESIDENTS OF THE UNITED STATES, THE UNITED KINGDOM AND
OTHER COUNTRIES ABROAD, BY TYPE OF BUSINESS FOR THE YEARS 1945 AND 1968

(Per cent)
Type of concern Uhited States United Kingdom Other Countries
: - abroad
1945 - 1968 1945 1968 1945 1 1968
Wholly-owned sub- {- 10.6 27.2 12,7 | b7k | 2.4 ] 25.9
sidiaries _ : ' :
Other subsidiaries 69.7 62,1 57.6 L6.0 65.9 67.5
"l and controlled '
companies
Unincorporated 19,7 10.7 29.7 6.6 | 3.7 6.6
1 branches
TOTAL ' 100.0 100, 0 100, 0 100.0 100, 0 100.0

Source: Calculated from Table CD-1

Within the group of concerns under non-resident control, tﬁe importance
of wholly-owned subsidiaries increased markedly during the‘pefiod.ffom 10;6vper
cent to 27.2 per cent in the case of U.S. control; from 12.7 per cent to 47.L
per cent in the case of U.K. control; and from 204 per cent to 25.9 per cent in
the case of concerns controlled in other countries abroad.v Other subsidiaries
and controlled corporations declined as a ﬁe:ceﬁtage ofvthe tdtal for U.S8. and-
U.K. control, but increased slightly for other countries abroad.

Unincorporated branches showed significant pr0pbrtioﬁai decreases over
the period. For U.S. contrbl, the share fell from 19.7 per cent in 1945 to
10.7 per cent in 1968; for U.K. control from 29.7 per cent to 6.6 per cent; and
" for other countries abroad from 31.7 per cent to 6.6 .per cent.

Table CD-2 gives an industrial distribution of .the number of Canadian
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concerns controlled in.the United States, the United Kingdom and othex
countries.abroado Therevis‘also a breakdown by subsidiaries or controlled.
companies, and by unincorpbrated branches. Thus, the data for wholly-owned
subsidiaries and for other subsidiaries_and.controlled companies, which were
stated separately in Table CD-1, are consolidated for the industrial break-
down. The data selected for this. text cover 1968 only. Similar data are
available for 1945, for 1948 and for the years from 1951 to 1968; 2/

E Table CD-2 shows that out of 6,397 Canadian concerns contfolled by
U.S. interests in 1968, 2,571 were in manufacturing. Of thse, 2,483 were sub-
sidiaries and/or controlled companies. and 88 were unincqrporatedgbrancheso
Merchandising concerns were the next largest group at 1,375. Of these, 1,256
were subsidiaries or controlled companies and 119 were uhinéorporated branches.
The financial grbup had by far the highest proportion of unincorporated branches.
They made‘up‘one third of all U.S.~controlled concerns in that industry, with
207.

Business concerns controlled in the U.K. numbered 1,629 in 1968. The -
largest group here was also manufacturing, whicﬂ totaled 517, consisting of
513 subsidiaries or controiled companies and 4 unincorporated branches.
Merchandising concerns were the next largest U.K.-controlled group with a total
of 510, of which 482 were subsidiéries or contrplled companies and.28 were:
unincorporated branches.

Canadian business concerns controlled in other foreign countriesA

numbered 1,104 in 1968. The largest group was in finance, which numbered 353.

'Of these 310 were subsidiaries or controlled companies and 43 were unincorporated

branches., Manufacturing was the next largest group with 228 concerns, all of

‘which were subsidiaries or controlled companies,

Notes:

i 1/ Canada's International Investment Position 1926-1967, Statistics Canada,

Ottawa, December 1971, Page 50.

g/ Data for these years are available from the sources lisfed for Table CD-1.
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Iv. LONG*TERM INVESTMENT IN CANADA BY NON-RESIDENTS

Direct investment will be discussed first in the broader context

of all long-term investment by non-residents, in order to put it in perspective.

For statistical purposes, long-term investment in.Canada by non-
residents falls into three broad categories; direct investment, poftfolio iﬁ-
vestment and miscellaneous investment, Direct investmént has beenAdéfined in
Chapter II. Portfolio investments are scattered minority holdings of public
iséues of Canadian stbcks and bonds. Since ownership is widely distributed,
this group of investments does not usuall& give rise tq non—residenf control
of Canadian business. Miscellaneous investments are very much like portfolio
investments and are made up of holdings of securities by private investment !
companies in Canada on behalf of non-residents. They include estate and trust
funds, and real estate and mortgages.

Table CD-3 shows the book value of long-term iﬁvestment in Canada -
by féreigners from 1945 to 1970 with a breakdown by direct, portfolio and
miscellanéous investments.

The book value of long-term investment increased from 37;092 million
at the end of 1945 to $43,600 million at the end of 1970. This represents an
average annual rate of growth of 7.5 per cent. 6ver the same period the book
value'of direct investment rose at an average annual rate of 9.5 per cent to
$26,485 million. TFrom 1945 to 1969, the book valueiof portfolio investment rose

from $4,095 million to $14,513 million, at an average annual rate of 5.4 per

~cent. The book value of miscellaneous investment rose from $284 million in

1945 to $2,697 million in 1969 at an annual average rate of 9.8 per cent.

Up to the end of 1951, portfolio invesﬁmeht was greater than direct

investment. Since then, the major vehicle for foreign long-term investment in

Canada has been direct investment, which rose from 38.3 per cent of the total
at the end of 1945 to 58.7 per cent at the end of 1969, TFrom 1945 to 1969,
miscellaneous investment rose from 4,0 per cent to 6.5 per cent, while portfolio

investment fell from 57.7 per cent to 34.8 per_cenf° In.1970, direct investment

was 60.7 per cent of all long-term investment by non~residents.
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V. BOOK VALUEL OF DIRECT INVESTMENT BY NON-RESIDENTS

As shown in Chapter IV, direct investment by non-residents rose from
$2,713 million at the end of 1945 to $26,485 million at the end of.1970, at an
average annual rate of growth of 9.5 per cent.

Table V-1 below shows the annual rate of growth of direct investment
in Canada from 1946 to 1970. The most rapid growth occuffed betweeﬁ 1951 and
1957, when the rate varied between 12.7 and 15.4 per cent. Afte? 1957 the rate
of growth fluctuated downward to 5.7 per cent in 1963, In 1964 fhe apparent
growth rate of 3.0 per cent was partly the result of a statistical reclassifica-
tion. For the last six years, growth was fairly steady at ratesaranging from
8.3 per cent to 9.5 per cent.

TABLE V-1

ANNUAL RATE OF GROWTH OF FOREIGN DIRECT INVESTMENT
IN CANADA, 1946-1970

Year Rate of growth
(per cent)

WOV OMINIONINN = FFp oW~ O F~20~1u~l

1946
1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
19604
1965
1966
1967
1968
1969
1970

-] Q o -] o o L] © L ]
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°

Source: Computed-from Table CD-3

Table CDu52 relates the value of diréct investment to the gross
national product. This relationship of a stock value to an annual fidw of
income gives a general measure of orientafion,'and also assisté in grasping the
' the magnitude of hypothetical operations such as buying back the'industries.

© controlled by non-residents. For orientation on the general implications for
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the balance of payments, the relationship between two flows, such as income
payable abroad and net domestic product, would be more appropriate,' Such a rela-
tionship is discussed later in Chapter IX.
‘ Direct investment fluctuated downwards from 22.9 per cent of GNP
in 1945 to 21,5 per cent in.’l95’ln The percentage then rose each year to
1961, when direct investment reached a préportional peak at 35.2 per cent of '
GNP. The proportion then decreased each year to 1966, when it Qas 30,9 per
‘cent, By 1968 it had increased once more to 31.6 per cent, but;had fallen to
‘ 3699 per cent by 1970, |
Table CD-4 shows- how much of the book value of direct-iﬁveétment was
attributable to residents of the United States, The United Kingdom, and other
countries, from 1945 to 1970. |
The geographical breakdown has a discontinuity inA196O, when the
statistical treatment of some international groups of companies was changed to
reflect more closely their ultimate corporaté ownership. The net effect tended.
‘to reduce the value of direct investments owned in the United Stateé and to in-
crease the value of that owned by residenté of the United Kingdém and other
countries abroad.
¥ Direct investment by residents of the Uhited_Stateé made up the largest
part of all foreign direct investment in Canadaﬁthroughout the period‘under
review, .It was 321,509 milliop in 1970 compared with $2,3204 million in 1945,

the average annual increase being 9.3 per cent. In 1970, residents of the United

Kingdom owned direct investments in Canada of $2,505 million comparedeithA$348
million in' 1945, Residenté of all oﬁher countries owned direct investment in
Canada of $2,471 million in 1970 compargd with $61 million in 1945.

Table CD-4A shows the percentage distributionjOfthe book value of non-
resident direct investmeht in Canada by country of ownership from 1945 to 19?O°

The proportion of direct investment which was owned in the United

States was far greatef than that oWned in any other country. - In-1945, it Qas‘
85.0 per cent. It reached a peak of 86.8 per cemt in 1952 but declined to 81.2
., per cent at the end of 1970. The share owned in the Uniﬁed Kingdqm decréaséé

: slowly. it was 12.8 pef cent in 1945, fell to 10.2 pef cent in 1953 and was
9.5 per cent in 1970, The share for all othér'countfies has increasédvin

‘ importance, - from 2.2 per cent in 1945 to 9.3 per cent in 1970.
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Table CD-5 gives a more detailed geographical breakdown of ﬁhe book
value of direct investment in Canada by residénts of countries other than the-
~United States and the United Kingdom; biennially from 1955 to 4965; Several
of thé geographic breakdowns in Table CD-5 have beeh discontinued since 1965.

Table CD-6 presents a more detailed geographic breakdown for 1963 and the
years from 1965 to 1970. It also gives totals for the amounts ok'direct
investment in Canada by residents of the developed countries, byiresidents df

the developing countries and by residents of centrally planned economies. Table
. i

CD-6A gives a percentage distribution of the data in Table CD-6.| ' Statistics
|

Canada warns that: I

"Some caution is required in using the data shown for the amount

of direct investment owned in some of the North American. (including

the Caribbean) and South and Central American countries such as

the Bzhamas, Bermuda and Panama. Some of the investments from

these countries have émanated from intermediary companies, establi-

shed by owners in other parts of the world in order to avail

themselves of tax and other advantages. In many cases ownership

links have been traced to the ultimate corporate owners and such

investments attributed to their countries of residence. Problems

of geographic classification  are further compounded as some .of the

investments shown as being owned in these countries belong ultimately
"to individuals who have taken up residence there, sometimes only

on a nominal « basis, to avail themselves of more equable physical
 and tax climates.' 1/ _

" North America (including Caribbean)

Foreign direct investment in Canada from North American countries
(including Caribbean) amounted to $21,635 million in 1970, As mentidhed previously, .
the United States accounted for $21,509 million of this.. The balahdé of the North - |
American total was accounted for by the Bahamas with $84 million, Bermuda wifh $29
million, Mexico with $5 million,_Netherland Antilles with %7 million’and other
North American countries with $1 million.

The propdrtion of total direct iﬁvesfmént in‘Canada accbunted for~bj‘
North #merica (including Caribbean) was 81.7 per cent. The United Stétes accounted
for 81.2 per cent, the Bahamas accounted for 6.3 per cent, Bermuda for 0.1 per cent -
and other North American countries collectively for 0.1 per cent,

South and Central America

Direct investﬁent by South and Central America deqreésed from $26 million
in 1963 to.$25'million in 1970. Of this, Panama owned $17 million, Venezuelé.$3‘
million, and other South and Central American countries $5 m11110no

South and Central American countries as a group acéounted'for 0.1 per

cent of all direct investment in Canada ih»1970.



Turope
Direct investment in Canada by residents of Burope amounted to

$4,497 million in 1970. Over half of this was from the United Kingdom with"

N\

$2,505 million.
TABLE V-2

BOOK VALUE OF DIRECT INVESTMENT IN CANADA BY RESIDENTS 'OF THE
EUROPEAN ECONOMIC COMMUNITY, YEAR-ENDS 1963 AND 1965 TO 1970

!

(millions of dollars) o

|

Country of Ownership
. West
Year %Eii;ean Beigzum France Ttaly Netherlands Germany
Fconomic Luxem-
Community bourg
1) 2 (3) (4) (5) - (6)
1963 680 201 145 11 225 98
1965 897 22l 1814 28  33h 127
1966 , 982 L 235 215 56 332 14l
1967 | 1,068 237 | 260 76 337 - 158
1968 1,106 228 328 53 - 3hkh 153
1969 1,278 232 39k 61 410 181
1970 1,426 261 Lzl 68 448 215

Source: Table CD-6

Table V-2 shows that residents of the Furopean Eﬁonomic'Commgnity
(EoEucf) had substantial amounts of direct investment in Canada. Total direct
investment of the CGommunity amounted to $1,426 million in 1970. Residents
of the Netherlands, with $448 million, had the largest direct investment of . the
E.E.C. Residents of Framce followed with $434 million. Belgium and iuxembourg
as a group had $261 million. Residents of West Germany were next with $215
million and Italy had $68 million. | ’

Other Ihroﬁean countries with direcﬁ investment in Canada in.1970
were Switzerland with $328 million, Sweden with $126~million, Dénmark<with $14
million, Ireland with $6 million, Norway with $5 million and Austria with $3
million. Other Furopean countfies as a group had $84 million.

The proportion of total direct investment in Canada'by all of Turope
amounted to:17.0 per cent. The United Kingdom alone accounted for 9.5 per cent,
and the E.E.C. for a further 5.4 per cent. |
Africa

Direct.investhent in Canada by residents‘éf Africa amounted to $180

million in 1970. This was 0.7 per cent of all direct investment in Canada.
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 Asia

_ Direct investment in Canada by residents of Asia amounted to $129
million in 1970. Of this Japan owned $103 million, Hong Kong $20 million and -
other Asian countries as a group $6 million. Asia had 0.5 per cent of all "

- direct investment in Canada .in 1970, of which Japan owned_0;4 per cent,
Australasia
Residents of Australasia had direct investments of 319ymillion in

Canada in 1970, Of this, residents of Mustralia owned $12 milli%ng‘
Residents of the developed countries of.the world had |irect‘invest—
menfs amounting to $26,307 million in Canada in 1970, those of tﬁé de#eloping
countries had $177 million, and those of the centrally planned~e¢0nomies($1
million. - The developed countries accounted for 99.3 per cent of all‘direct'

investment in Canada in 1969,

. 1/ Canada's International Investment Position 1926 to 1967,
Statistes Canada, Ottawa, December 1971, page 29
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VI. TOTAL INVESTMENT IN ENTERPRISES CONTROLLED BY NON-RESIDENTS

Not all of the investment in a foreign=controlled éntefprise
necessarily belongs to the fbreign controllers, or even to them and %o-other :
residents of their country. Thefe may be a minority Canadian investmént interest
in such an entérprise, or portfolio investment from another country abroad. When

this happens, total investment in the entgrprisg will naturally be greater than
: o |- : |
!
o
The total amount of investment which is controlled by non-residents

the direct inﬁestment.

is more mganingful for cértain types of analjsis than the amountlwhich is owned
* by the controlling interests and their compatriots. be;instance; the decisiéns
 of those in control affect the allocation of all of the resources at the dispogal
. . Co
of the enterprises concerned not Just the direct investmen_tfcomponent°
Table CD-15 shows the compositién of the capital under non-resident .

control in Canada in 1960 and 1967, with additional data on caﬁitai controlled by
residents of the United States in 1945 and 1954. _The totél of~investmeht con-
trolled by non-residents ié broken down into three components: capitél owned

in the country of control; capital owned by residents of other countries abroad;
aﬁd capital owned by residents of Canada. The Canadian component is further
broken down between debt and eéuityo

Total investment in Canadian enterprises controlled by nbn—residents
million . ~ million ‘

amounted to $17,108 /in 1960. Of this amount, $12,872/was owned by residents

in the country of control, $3,616 million by residents of Canada, and $620
million by residents of third countries. By 1967, foreiganQntroiled invest-
ment -had increased to $28,066 million. Of tﬁis, $20,699 ﬁillion was owned by
residents of the country of contfol, $6,316 million by_resiaents of Canada, and
,$1,051 million by third-country residents. |

Table VI-1 below shows thélpercentage distribution of this ownership.

© For all countries of éontrol, the percentage'of 6wnership by their fesidents

decreased from 75.3 perAcent in 1960 to 73.8 per céntfin_1967. The amount owned |

in third countries rose from 3.6 to 3.7 per cent.
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TABLE VI-1

PERCENTAGE DISTRIBUTION OF THE OWNERSHIP OF FOREIGN-CONTROLLED
INVESTMENT IN CANADA, BY COUNTRY OF CONTROL, SELECTED YEAR ENDS
1945 TO 1967

(per cent)
Country of Control Total invest- ", Ownership of investment by
ment controll-
éd in Canada ‘Regidents of Residents Residents
the country of of
of control . Canadal, - other
i N countries
1) | @ G) | ()
United States: A
1945 100,0 79.9 150 4 4,7
1954 : 100.0 8.1 18.9 3.0
1960 - 100.0 7849 18.5 2.6
1967 : 100.0 78.8 19.1 2.7 .
United Kingdom: ,
1960 100.0 58.2 3.0 7.8
1967 ‘ 100.0 53.5 35.9 - 10.6
Other foreign
countries:
1960 - 100.0 71l 22,7 | 5.9
1967 | 100,0 62.9 30,1 7.0
A1l foreign countrles.
1960 100.0 75.3 211 3.6
1967 100.0 73.8 22.5 3.7

Source: Calculated from Table CD-15

In the case of capital controlled from the‘United States, the proportion

‘owned in the U.S8. declined slightly from 78.9 per cent in 1960 to 78.8 per cent in

:1967. The proportion owned in Canada rose from 18.5.pef cent to 19.1 per cent;
-more~than offeetting a decline in the percentage owmed in third countries;.

In the case of capital controlled from the United Kingdom, the percentage
owned in the U.K. fell from 58.2 per cent in 1960 to 53, 5 per cent in 1967 The
percentage owned in Canada rose from 3h. O per. cent to 35 9 per cent, but the

maJor rlse was 1n ownershlp in thlrd countrles, whlch 1ncreased from 7 8 to 10, 6

per cent,

‘The breakdown of the Canadian-owned component between debt and equity
is of interest, since it indicates the extent to which the Canadian minority

ownership is associated with a potential for control.
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Table. CD-15 shows that, of thé $3,616 million invested by residents
of Canada in foreign-controlled enterprisés in 1960, $1,853 million consisted
of debt and $1,763 million of equity. .By 1967, the total had increased to
$6,316 million, of which $3,592 was debt and $2,724 was equity.

Table VI-2 below gives a percentage distribution of the type of
Canadian ownership in foreign-controlled enterpi‘ises° In 1960, Génadian
oQQership’broke down into 51.2 per cent of debt and 48.8 ber cent of equity.
Byi1967, the equity component had decreased to 43.1 per cent. Th the case
.of investment controlled in the United Kingdom, the equity-compzzent of
Canadian ownership fell from 47.5 per cent in 1960 to 40.2 per cent in 1967.
In'the case of investment controlled in the United States, there is information
for more years. The équity.component of Canadian ownership was 75.5 per cent
in 1945, By 1960, it was down to 51.2 per cent and by 1967 it.had fallen to
Lv.0 per cent.

| TABLE VI-2

PERCENTAGE DISTRIBUTION OF CANADIAN OWNERSHIP IN FOREIGN-CONTROLLED
ENTERPRISES, BY COUNTRY OF CONTROL, SELECTED YEAR ENDS, 1945 to 1967 -

(per cent)

Country of Control Ownership of investment by residents of

Canada
Total . - Debt - Equity

United States: _ . .
9h5 - . 100.0 oh,5 75.5

1954 100.0 R 55.3
1960 100.0 . 48.8 51.2.
1967 . 100.0 53,0 ° k7.0
| United Kingdom: . T .
| 1960 ‘ 100.0 52.5. 47,5
1967 : : 100.0 59.8 Lo.2
Cther Foreign Countries:
1960 A 100.0 70.5 - 29.5
1967_ _ 100.0 727k 27.6
All Foreign Countries:
1960 100.0 51.2 48.8

1967 100.0 56.9 43,1

Source: Calculated from Table CD-15
To sum up, Tables VI-1 and VI-2 show that Canadian investors have in-

creased their minority holdings in foreign-controlled enterprises substantially
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over the period from 1960 to 1967. However, this increase tended to be
through the holding of debt, rather than through the ownership of equity which
might give some influence over the way in which the enterprises are run.

Geographical Breakdown

Table CD-16 breaks down geographically by area of control the book
vaiue of total investment in Canadian enterprises under non-resident control.

There are breakdowns for control by residents of the United States, of the

Uh?ted Kingdom and other countries combined. Data are‘given every two years
frém 1955 to 1965, then each year to 1969, :

Table CD-17 gives data for the book value of investment controlled-in
a number of individual countries other than the United Sfates and the United+
Kingdom, biennialh‘fro@ 1955 to 1965,

‘Statistics Canada have discontinued several of the geographical
breakdowns given in Table CD-17 and expanded othersq. Table CD-18 giﬁés détails

about more countries than CD-17., It also gives totals for the book value of the

- direct investment in Canada which is controlled:by_residents of the developed

countries,; of the developing countries, and of the centrally planhed economies.

Cover is given for 1963 and for the years from 1965 to 1969. Table CD-18A gives
a percentage distribution of the data in Table CD-18. °

North America

From 1963 to 1969, the book value of all investment in enfefprises
controlled by residents of North America increased from $16,032 million fo
325,‘792_mi11ionc Of this, the amount under_the control of U.S. fesidents.was
$15,990 million in 1963 and $25,640 million in 1969; residents df&the Bahémas
confrolied $31 million in 1963 and $95 million in 1969; those of Bermuda $8

million in 1963 and $33 million in 1969; and those of Mexico, the Netherlands

 Antilles and other North American countries $3% million in 1963.and $24 million.

in 1969,

Of the total investment in Canada which was .controlled abroad, the

proportion controlled by residents of North America decreased from 78.8 per cent

in 1963 to 76;0 per cent in 1969, This decrease was attributable to a decline

"in the proportion controlled by the United States from 78.6 per cent in 1963

i

to 75.6 per cent in 1969,

" South and.Central America

From 1963 to 1969, the book value of investment in Canada in

enterprises controlled by residents of South and Central America increased




- 21 =

£rom $29 million to $30 million. In 1969, Panama accounted for $22 millioﬁ;
Venezuela for $i4 million; and other South and Cantral-American countris for
$4 million.

In both 1963 and 1969, residents of South and Central MAnerica controlled
0.1 per cent of the total investment in Canada that was controlled from abroad
Furope |

The book value of investﬁent in Canada controlled by reaidents of
Barope increased from $4,228 million in 1963 %o $7,589 million i%.1969; The
United Kingdom accounted for the largest portion of these totalsfwith 32,929__
.million in 1963 and $4,668 million in 1969. Other European countries whose
re81dents controlled notable amounts of 1nvestment in Canadian enterprlses f
were France with $300 million in 1963 and $878 mllllon in 1969, the Netherlands
with $267 million in 1963 and §553 million in 1969; Belgium and Iuxembourg with
$310 million in 1963 and $430 million in 1969; Switzerlandowith $199 millionA:
in 1963 and $453 million in 1969; and Wosf Germany with $123 million in 1963
and $273 million in 1969,

Table VI-3 below shows that as a group, residents of the Furopean
Iconomic Community controlled a substantial amounﬁ,of investment in Canadian
enterprises. From 1963 to 1969 it‘incréased from $1,017 million to.$2;247
million. |

TABLE VI—3

 BOOK VALUE OF TOTAL INVESTMENT IN CANADIAN ENTERPRISES CONTROLLED BY
RESIDENTS OF THE EUROPEAN ECONOMIC COMMUNITY 1963 AND 1965 TO 1969

(millions of dollars)

Country of Control
Year Total Belgium France |. Ttaly Netherlands '] West
" Buropean and a Germany
Economic Iuxembourg ' ' : o
Community : I
Mm@ 3) () G| ®
1963 1,017 310 300 17| 267 123
11965 1 1,382 3ho 377 35 e 21k
1 1966 1,598 357 Los 78 Cobol 2kl
1967 1,720 373 563 96 - hes 263
1968 1, 84k Lo8 | 647 95 k37 257
1969 2,27 | k30 - 878 - 13 - 553 273

 Source: Table CD-18
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It caﬁ be seen from Table CD-18A that, of the total investmeht in
Canada which was controlled abroad, the share controlied by residents of
~ Burope increased from 20.8 per cent in 1963 to 22.4 per cent in 1969, The
proportion éontrolled by residents of the United Kingdom declined from 14.4
per cent in 1963 to 13.8 per cent in 1969, Residents of. the Europeén
Fconomic Community controlled 5.0 per cént of all investment in}Canadian
enterpriseé in 1963, and 6.6 per cent in 19690.-
Africa:' | '

From 1963 to 1969 the book value of investment in entefprises controiled_
b& residents of Africa increased from $36 million to $386'milliona ‘This was
an increase from 0.2 per cent to 1.1 per cent of tbtal investment in Canada‘
controlled abroad.
Asia

From 1963 to 1969, the book value of investment in Canada in enterprises
controlled by residents of Asia increased from $13 million to:$124 milliona
Of these totals Japan accounted for $7 million‘in 1963 and #99.million in 1969;
and Hong Kong and other Asian countries for $6 million in 1963 and $25 million
in 1969. | |

| Out of total investment in Canada controlled‘abroad,‘the.sharé

controlled by residents of Aéia was 0.1 per cent in 1963 and 0.4 per cent in
1969. | |
Mustralasia

From 1963 to 1969, the book value of investmenf in Canada in énterpriées
controlled by résidents of Australasia increased from #3 millipn to $19 million.
of these totals Australia controlled $1 million in 1963 and $6 million in 1969. o
Other countries of'Austrélasia controlled $2 million in 19634andv$ﬂ3 million in
1969.

Developed Countries

Residents of the deveioped countries of the world controlled %otal_

investment in Cemada of $20,264 million in 1963. By 1969, this had increased
to $33,727 million. As a proportion of total investment in Caﬁada antrolled
abroad, their share amounted to 99.6 per cent in 1963 and 99.4 per Cenf in 1969,

=Developing Countries

Residents of the developing countries controlled‘tofal investﬁent in

Canada of $77 million in 1963, which increased to $213 million in 1969, As a
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_proportion of total investment in Canada controlled from abroad, it rose
from O.4 per cent in 1963 to 0.6 per cent in 1969,

Centrally Planned Economies

: ‘ Residents of centrally planned economies controlled total invest-
ments in Canada of $1 million in 1965 and $1 million in 1969,
L Ie&erage

¢ The relation between the value of fofeign direct inveStmént in Canada

and thé total value of investment under control by the direct investors is 6f.

interest because it indicates the amount of leVerage'whiCh the direct investors

: aré capable of exerting when it comes to the allocationlof capit:exl.resources°
Table VI-4 below shows this relationship in 1969, with a breakdown By
countries and other geographical areas in which control lay. -
In 1969, direct investors controlled investments in Canada which were

38.8 per cent greater than the amount which they owned.,

For the individual areas in which control lay there were wide divergencies

in the relationships between the amount of investment .controlled and the amount

of investment owned. Investment controlled wasat-least twice thé_investmeﬁt
owned in the case of Afriéa (335.7 per cent), Mexica (280 per cent), France
(222{8 per cent), Austria (200.0 per cent), and other Buropean countries as
a group (277.8 per cent). . |

Residents of the United States, who were by_far the largest in;"%fi
vestors,: controlled 28.6 per centmore capital than»they,owned;< This was one,
of the lowest ddgrees of leverage observed, and reflecfed the general préférence
of these residents Hr complete, or almost complete, owﬁership of their sub-

sldiaries in Canada,

Table VI-4 follows on page 2k.
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TABLE VI-4

INVESTMENT CONTROLLED BY NON-RESIDENTS AS PERCENTAGE OF BOOK. VALUE
OF FOREIGN DIRECT INVESTMENT IN CANADA BY AREA, YEAR END 1969

Controlled

Owned Difference Controlled as
(2)-(1) a per cent of
. Owned
(Millions of dollars) (per cent) |
. (1) (2) ) W)
NORTH AMERICA: 20,054 25,792 5,738 128,.6
' United States 19,945 25,640 5,695 128.6
Bahamas 68 95 27 - 129.7
Bermuda 29 33 L 113. 8
Mexico 5 14 9 280.0 -
Netherlands Antilles 6 9 3 150.0
Other ' 1. 1 0 oo
SOUTH AND CENTRAL AMERICA: 23 30 7 130, 4
Panama 16 22 | 6 1375
~ Venezuela 3 4 1 - 133.3
Other L U -0 oo
EUROPE: Lk,158 7,589 3,431 182.5.
United Kingdom 2,457 k4,668 2,211 190.0
Belgium and 232 430 - 198 185.3
Tuxembourg ‘ -
France 394 878 L84 222.8
‘ Ttaly : 61 113 52 185, 2
‘ Netherlands 410 553 . 143 134.9
: West Germany 181 273 92 150,8
Denmark 12 18 6 150,0
- Sweden 68 88 20 1294
Switzerland 296 4s3z 157 153.0
Norway L 4 0 oo
Austria 1 2 1 200.0
Ireland 6 10 4 166.7
Other 36 100 64 277,68
AFRICA: 115 386 271 335.7
ASIA: 93 124 31 133.3
| Japan 71 99 28 1394
| S Hong Kong - 18 20 2 1M1.1
' Other 5 5 ) oo
AUSTRATASIA: 15 19 A 126.7
Austraiia 6 6 0 ca
Other 9 13 b L
WORLD TOTAL: 2l 458 33,941 9,483 138.8
- DEVELOPED COUNTRIES: 24,300 : 33,727“ 9,427 138.8.
DEVELOPING COUNTRIES: 157 213 56 135.7
) | CENTRALLY PLANNED ECONOMIES 1 1 0 e

Source:

Column (1) from Table CD-40
Colum (2) from Table CD-41

i =o percentage not available-bécause of insufficient digits in raw data
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VII,. EARNINGS ACCRUING FROM DIRECT INVESTMENT

Thus faxr, only the book value of investment at a given poinf of time
has been cénsideredu There are, of course,‘annual flows associafed with fhese
accounting totals. The foreign investors havé earnings, part of which are
retained in Canada and part of which are withdrawn. There are also inward

t

and outward annual flows of capital.

i

Table CD-21 shows the.estimated total earnings which accrued to
fbreigﬁ countries of con;rol from 1946 to 19687 These consiét 5f érofits of
. subsidiaries; profits earned by unincorporated branches in Caﬁada_ofiforeigp '
companies, other than insurance companies; and payments of interest on
funded debt owned by parents, less corporate taiesn

From these earnings a portion is distributed. In_the case of interest
on debt, the amount to be paid is determined.byAthe contract under which the
debt was incurred. In the case of profits, thé owners of the business have a
choice between paying dividends and reinvesting the earnings withih the firm.
When dividends are paid, a proportion is held back for paying the‘tax on
dividends distributed.

Table CD-21 breaks down total earnings into undistributed
' earnings and the two components of the distributed portioﬁ, which.are remitted
income and allowance for withhoiding tax. The remitted income shan in
Colu@n (2) is the amount of income actually sent to the foreign investorsn_~Iﬁ
is the\same as the total of interest and dividend payments in‘Table,CD-22n The
allowance for withholding taxes shown in column (3) is,the portion of dividends
which is withheld from the foreign investors to'cover tax reéuirefnents° Table
CD;21A gives.the percentage distribution of these componenets, |

In 1968, earnings amounted to‘$1,480.million compared with $279 million
in 19465 BEarnings doubled during-the six years from 1946£to 1952,»feaéhing- |
$556 million in 1952. Over the next twelve yearsy earningS‘vefy ﬁeafly doubled
again; reaching $1,100 million in 196k. In 1965 they rqse;fo.$1,395 million |
but dropped to $1,304 million in 1966. - In 1967 they again rose, this time to'
© $1,544 million but declined to $1,480 million in 1968. |

In 1946, $147 million of earnings were remitted to the cQuntfies of
control, They followed an upward trend, with_consideréble fluctﬁations,

until 1971 when $731 million were remitted. . Over half of total'earnings
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were remitted from 1946 -to 1951, About two-fifths were remitted for the

next six years, followed by four years of fluctuations bétween 49.4 per cent
and 5702 per cent. From 1962 to 1968, the proportion declined from 51.4 per
cent to 40.8 per cent. |

The allowance for withholding taxes rose from $12 million-in 1946 to
$66 million.in 1968, with a peak of $76 million in 1966, AéeuPeroentgge
of earnings, it ranged from 3.0 per cent to 8.2 per cent over the period.
Tts size was, of course, influenced both by the jamount of income distributed
and by the rate of tax.

Throughout the period covered, the general rate of withholding tax
was 15 per cent. Up-to 1960, a reduced rate of 5 per cent was lévied on .
dividends paid to a non-resident parent corporatioﬁ whi&h owned all of the

voting shares of the Canadian company. ILate in 1960, this reduced rate was

' abolished, and in 1961 allowances for withholding taxes doubled. In 1963, a

reduced rate of 5 per cent less than the general rate was established for
firms with "é degree of Canadian ownership". Essentially, a company would
be eligible for this reduced rate if it met the following requirements:-
its shares were listed on a Canadian stock exchange, its voting stock was at
least 25 per cent owned by residents of Canada, and at least one-fourth of its’
directors were residents of Canada.

Undistributéd earnings rose from $120 million in 1946 to $810 million
in 1968, Aéeaproportion of earnings, they rose erratically from 43.0 per cent
in 1946 to 54.7 per cent in 1968, The range over the period was from 31.0 per N

cent to 56.1 per cent.
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VIII, RATES OF RETURN

The rate of return on capital is a significant indicator of the economic.

effectiveness of past investment and of the incentive tq future investmentQ" It
is easier to analyze in the case of a spedificlinvestment project. than in the case
of aggregated data such as the series on direct investmenta The only>0verall
indicator'which it is possible to develop from published statistips is the.crﬁde
ratio of earnings to book value of direct investment. =Such a rdfio is presented

on Table VIII-1 for the period from 1946 to 1967, TFor the bookjvalue at the

begimnirgof the year the figure for book value at the end of the previous year

is used.
TABLE VIII-1
BOOK VALUE, EARNINGS AND RATE OF RETURN ON DIRECT
INVESTMENT IN CANADA, 1946-1967
Year . Book value of direct Earnings . Rate of return
: investment at _ ' ‘ (2)
L i o %100
beginning of year _ . (3
(m#llions of dollars) |(millions of dollars) (per cent) -

1) (2) ‘ (3)
1946 2,713 279 10.3
1947 2,826 323 114
1948 2,986 3hg 11,7
1949 3,270 Loy . . q2.h
1950 3,586 Lgh - 13.5
1951 3,975 485 . : o 12,2
1952 L,520 : 556 N 12,3
1953 5,218 54l ' 10. 4
1954 6,003 532 -~ 8.9
1955 6,764 : 635 9.k
1956 . 7,728 736 9.5
1957 8,868 ' 789 8.9
1958 10,129 : 597 229
1959 10,880 739 - 6.8
1960 11,906 626 5.3
1961 12,872 ' 693 5.4
1962 13,737 775 5.6
1963 14,660 911 6.2
1964 ‘ 15,502 1,100 7.1
1965 15,961 1,395 8.7
1966 17,356 1,304 7.5
1967 : 19,008 ; 1,544 8.1

Source: Column (1) from Table CD-4 Note: Data in column (1) are for the
- -~ beginning of the yeaxr, or the end
of the previous year. Data in Table
- CD-lk are for the end of the year.

- Column (2) from Table CD-21 :
Column (3) calculated form Columns . (1) and (2)

When interpreting these data, care should be taken to‘allow for severélifactorsA

which tend to distort the ratios. They fall into three main categories: the .




structure and timing of industrial development, the business practices of
international enterprises,-and statistical problems of evaluation. |
Itis inthe nature of investment that large expenditures may be required-
befdre any income is earned. This is especially true of investment in the
resource industries. Because of this, rates of return may be low in years where
 there is a heavy outlay of capital on projects which have not yet come into
production. This type of effect is inherent in the nature‘bf investment and
is likely to be observed in any series of overall ratios.
Within some multinational enterprises, Statistics Canadé believes that
_ parent companies provide their subsidiaries with "substantial ambunté of long-
term capital in the form of term or demand notes or even an open account.
Sometimes the major part of an investment takes this form. In the case of some
companies, these.obligations carry interest at normal rates, butlin the case pf
others they are intsrest free"ol/ If the payments of interest on these loans
were included in earnings, then this would tend to make earnings lower than might
have been expected, because of the interest-free element, = Again, there would be
‘a low rate of return because of real factors.

However, since debt of this type is not funded, the interest is, for
balance of payments purposes, included in mi#cellaneous income and left out
of earnings from direct investment. This substitufes a downward bias on the
rate of return, because of statistical procedures.

Interest paid on certain other types of long-term borrowing, such as
bank loans from the country of control, could be classed as income from direct
investment, because the loans themselves are defined as direct inyestment° To
the extent that such interest is included with miscellaneous income, the figure
for earnings from direct investment, and hence the rate of return, is biased
downwardsn

The series on hook value of direct inﬁestment is comprised of the total
value of long-term investment in Canada owned by all residents of the coﬁnﬁry
in whibh control lies. That is, the book value of direct investment consisté of
a direct component supplied by the controllipg interests plus any portfolio
investment by residents of the country of control. Similarly, dividend’bayments
on direct investment, which are a large component of earnings, include dividehds

t . . o
remitted to all shareholders in the country of control. Thus, ratios based on
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the book value of direct investment and earnings yield a ratio thaf represents‘«'
a reﬁurﬁ to both direct investdrs and ﬁortfolio investors in the c&uﬁtry of
control. In this situation a bias may or may not exist witﬁ respect ﬁo the
rate of réﬁurn on the capital owned by the controlling interesté.

Tﬁe data base for earnings is broader than that for direct investment.
Statistics on the book value of direct investmént exclude‘invesfments 1oqated
abroad which appear in the balance sheets of.éompanies in Cenadas Statistics
on eérnings, on the other hand, cover all transactions by foreign—controlied
companies regardless of whether or not the earnings arose froﬁ Canadian
operations, 'Thus, earnings expressed‘as a percentage of the Qaiue ﬁf direct
investment wﬁuld tend to impart an upward bias to the réte of réturn.‘ !

Canédian statistics tend to undérvalué direct investment because it is
computed at book value rather than market value. Because. the market value of
direct investment is understated, the ratio of earnings to investment tends to
be biased upwards. Furthermore, Statistics Canada states that ''there ére some
grounds for believing that the wholly owned subsidiaries often tend to carry
aséets at a more conservative figure than do.public companies"ol/ If this is
so, there will be a furfher bias upwardé on rates of return for direct invest-
ment so far as wholly-owned subsidiaries are concerned.

To sum up, the method of statistical computation affects the rates of
return shown in Table VII-1 in three way.é° The -exclusion of interest on some
forms of long-term loans from earnings will'bias<fhe rates dowuwards; . The
computatién of direct investment at book value rather than market valuelwill

reduce its value as the denominator, and hence. tend to inflate rates of return.

- The fact that the data base for earnings is broader than that for direct-in—i

vestment will bias the rates upward.

The.rates used also tend to be depressed in the short run when heavy -

. investment is occurring. This is a genuine observed difference which is

inherent in any overall measurement of rates of return.

The indicated rate of return on direct investment in the period from

'1946 to 1967 ranged from 5.3 per cent td 13.5 per_éent, -Three general levels

are observable. From 1946 to 1950 the indicated rate increased steadily from

' 10.3 per cent to 13.5 per cent. In the period from 1951 to 1962 the rate

~ fluctuated downwards from 12.2 per.cent to 5.6 bericentf From 1963 to 1967,
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it fluctuated upwards from 6.2 per cent to 8.1 per cent with an intermediate -

peak of 8.7 per cent,

1/ The Canadian Balance of Internmational Payments, 1959 and International
Investment Position, DBS, Ottawa, October 1960, page 23. '

b




b
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IX, PAYMENT OF INTFREST AND DIVIDENDS

As has been shown in Chapter VII, earniﬁgSmcan be brokén‘down into
four components:- dinterest, retalned earnlngs that portion of‘dividends paid
which was sent to the shareholders, and that portion of dividends paid whlch was
withheld for taxes. Of these items, two are sent out of Canada: interest, and
distributed dividends net of withholding tax. Their total is given in column (2)
of Table CD—21, where it is called remitted income. ) |

It is remitted income which enters into the balance of ﬁéymentsu Table
CD-22 displays it in column (1) and then shows how much of it went to the Uhiﬁed‘
States, the United Kihg&om,,andf%Gféiim§the: countries.

The data base for interest and dividends is broader thén thg data base
for direct investment in Canadaﬁhynon-residentsa_ Stafistics'on the book value
of direct‘investment exclude those investments Iocated,abroad;which'appeariin ,
the balance sheets of companies in Canada; Statistics on paymentsvof interest
and dividends, on the other hand, cover all transactions by.foreign—contrblled_
Canadian companies regardless of whether or not thé'income‘was eafned in Canadao

The payment abroad of interest and dividends does not neéessariiy
follow difectly on the realization of profits. The range of choice in the
allocation of earnings is considerable, and decisions may be based on the
priorities of the international enterprise as a whole, rather than those of'thé
subsidiary. Factors such as investment programs, requirements for inventory
and working capital, taxation, interest'rates, and'exchange:rateg may‘all affect
the amounts to be remitted and their timingg;

From 1946 to 1971, interest and dividend payments abroad on direct
investment totalled $1O 135 m:.ll:.ono Annual payments were somewhat erratlc

but there was a distinct upward trend, w1th ‘payments riging from 5147 mlll

~in 1946 to $731 million in 1971,

From 1946 to 1950 interest and dividend payments abroad rose sharply,
reaching $309 million in 1950, Part of this doubling in four years can be
attributed to a relaxation of foreign exchange control regulations.

Payments declined during the next three years to $217‘millioh in ..

1953, but rose stéadily'thereafter to $365 million in 1959°>'In 1960, a lag

in payments of substantial amounts of d1v1dends by a number of Canadlan sub-

51d1ar1es caused the remission of interest and d1v1dends to .fall to $318 mllllonu
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: Aftér 1960, payments increased fairly steadily fo i967 when they reachéd"
$627 million. In 1964, the incréase was unusually big, because of an extra-
ordinary dividend declared by a Canadian~subsidiary to its parent in the
United States, together with some other nonfrecurring dividends. Payments
dropped in 1968 and in 1969, but had increased by 1971 to $£731‘ million,

Out of.the $10,7135 million of interest and dividends sent abroéd from
1946 to 1971, $9,035 million, or 89.1 per cent, went to the United States.
Payments to the United Kingdom totalled 1{2309Am1i11ion9 (8.0 ber cgnt), and
payments to all othér countries amounted to $291 ﬁillion>(2e9 per cent).

The annual pattern of payments to the.ﬁhited-States wés ﬁuCh the same-
as that for all countris as a group, reflecting the overwhelming dominance
of payments to that céuntry in the overall totalo7 Paymeﬁté to the~Uniﬁéd
States rose sharply from $134 million in 1946 to- $292 miliiox; in 1950, then
declined to $197 million in 1953o From 1954 on thére.wés'a:féirly gtéady advance
to $563 million in 1967. This was interruptéd iﬁ 1960 beéause of the lag in
payments mentionéd earlier and accelerated in 1964 because of‘the;extra—
ordinary dividends.also mentioned earlier;-iPayments dropped in 1968 and
1969, but increased once more to $671 million in 1971, \

- Annual payments to the Uhlted Kingdom ranged from $11 million in 1946
“to a.peak of $66 million in 1965 but fluctuated down<to $36 million in 1971.
Paymenté_to all otherkooﬁntries.wefe $24 million in 1971<compéred.with\$2
’millioﬁ in 1946, ; |

Data on the payment of interéétjaré not published by Statisﬁicskcanada
butvthey éan be computed from the serieé on payments of'iqterest and>dividend$
énd from the series on payments of dividendsev Table CD;af giﬁes a geographical
breakdown of estlmates of interest for selected years “from 1958 to 1966 For
the United States alone, flgures are given for selected years from 1946 |

Interest_payments on forelgn direct 1nvestment in Canada in 1966 were
$9 million compared with_$10 million in 1958. As a prop§ftion_df,tofal,intefest B
and'dividend paymeptS on foreign direct ihvestﬁent in Canadé they were one and
a half per cent in 1966 compared with 3 per cent in 1958. The Bulk of the
interest on foreigﬁ diréct investment weﬁt fo the United States{‘~L

Table CD-24 shows dividend payménts to npn—residents oﬁfdiredt in-
vestment in Canada. It shows payments to the_Uhited States; thetﬁhited

Kingdom.and other countries every tw@ years from 1958 to‘1§62,«and from then on




annually to 1966.

In 1966, the largest amount of dividends on foreign direct investment
in Canada went to the United States. The total was %515‘mi11ion compared with
$293 million in 1958. Payments to the United Kingdom were $44 million in 1966
‘compared with $26 million in 1958, and payments to all other cognfries in 1966
were $19 million compared with $10 million in 1958. )
| Canada's abllity to pay interest and dividends to foreighers will
now be considered. In Chapter V, the value of foreign direct inﬁéstment was
related to gross national product for the general purpose of background
orieﬁtation, and the dré&backs of this type of comparison wére ﬁbinted out;

In the case of an annual flow, a more direct relationsﬂip can be established
with the flow of income within Canada out of which the payments must‘be made..

To express earnings as a percentage of net domestic product at factor
cost shows how much of domestic production is;?ofentially évailable for . the use of
non-residents because of their earnings from direct investment. Io'express‘remiftéd.
income as a percentage of net domestic product afxfactor COSt'ShOWS'hOW much .
‘of domestic production is avallable to non-resident direct investors for use
.outside the country.

Table CD-53 shows earnings from direct investment in Canéda, femittéd
income, and net domestic product at factor cost from 1946 to %968; Remitted
iﬁcome, as given in Column (2) of Table CD-53, is the same as. interest and
dividend payments, as given in column (1) of Tablé CD-22. Néf domestic product
at factor cost was obtained by subtracting‘capital,consumptioﬁ allowances and
miscellaneous valuation adjusﬁments from gross domestic'product at factor cost.

‘ Farnings as a percentage of net domestic product at factor cost varied
between 2.2 per cent and 3.5 per cent over the perjod from 4946 to 1968. Year
to year movements were, in most instancés, slight and the data indicate a.fairly
stabie relationship°

Remittéd income as a ?ercentage of ﬁet domestic prodﬁct_étvaCtor.cost
varied between 1.1 per ceﬁt.and 2.1 per cent over the séme period. Again ‘year
to year changes were slight, indicating alstéble relationship.

On the whole, the drain on the balance of-paymentéfcausedvby the
remiftance of interest and dividends on foreign direct inveétment‘does~not~appear

to,cdnstitute an unduly heavy burden.
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X. CAPITAL FLOWS FROM CONTROLLING INTERESTS

It has already been noted that direct investment gives rise to flows
of fuﬁds which affect the balance of payments. Among.these are flows of capital.
The controlling and affiliated interests bring in funds for investment in the
subsidiary. These funds arrive in_many forms, apd are used in some instances
for new capital formation and in others for the purchase of
existing enterprises or assets. At the same time, controlling and affiliated
interests (whether the same or different ones)withdraw funds from capital account.
These may beiin repayment of capital funds b:oﬁght in préviouély, or they may
bé taken out because a foreign investor is withdrawing ffom a Canadian enterprise.
The total funds coming in make up the gross capitai inflow,‘and the total funds
going out make up the gross capital outflow. The difference, which may be
positive or negative, is the net inflow of capital. |

Capital Flows From Controlling Interests

So far as direct investment from all countries is concerned, figures
are available only for net capital inflow from the controlling interests abroad.
Net inflows from other residents of the country of control are not published,
even though the investmeﬁts of these people are iﬁqluded in direct investment°
Data on the gross inflows and outflows, from which the net'figureé are derived,
are not available. |

For direct investment flows from the United States alone, additional
serieé are available which are more complete. These will be discussed in Chapter
XL, |

Net Capital Inflow

Table CD-33 shows the annual net capital inflow for direct investment
in Canada by controlling interesfs abroad, by;areayof control, from 1946 to
1970, with addifional data to 1971 and 1972 for the U.S. and for the world total;“
The data are broken down by the United States, the United Kiﬁgdom,”the rest of
the sterling'area, other 0.E.C.D. Burope, and other countries. o

Net inflows wére relatively low from 1946 to 1949, incréasing from $40
million to $94 million. In 1956 there was a sharp increase to $225 million and
net inflows fluctuéted generally upwérds~during the next ten years, feaching
peaks of $650 million-in 1956 and $670 million in 1960o Capital inflows fell
“to $560 million in 1961, then continued down to 3270 million in 1964, which was

the lowest since 1950. According to Statistics Canada, the net.capital flows were




. interrupted in 1962 byva brief but severe exchénge crisis and fell further in
1963 and 1964 because of various balance of payments measures in the United
States. In 1965 net inflows increased oncemore to $535 million and by 1966
had reached $790 million. There was a decline in 1967 to #6971 million and
égain in 1§68_to $590 million. Following this, capital inflows increased
each year to 1971 when they reached $885 million, but dfOpped to $680 million
in 1972, ! |

The net capital inflow from controlling interests abroad from 1946
to 1971 totalled $12,017 million; Of this, $8,996 million or 74,9'per cent
came from the United States. In the same period, the net capital inflow froT..
the United Kingdom (including the rest of the sterliﬁg area from 1946 to 195f)
was $1,287 million or 10.7 per cent. The net capital inflow from 0.E.C.D.
Rurope (excluding the United Kingdom) amounted to $1,420 million or 11.8

per cent of the total. Net capital inflow from all other countries was $314

million or 2.6 per cent..
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XI. TOTAL CAPITAL FLOWS FOR DIRECT INVESTMENT ‘ _ . |

Tn the case of the United States alone, series are available for the o

flows of thos=e types of capital which make up direct investment. These are the

flows of capital from the controlling interests, plus flows of éépital from other
residents of their coﬁntryu |

Table CD-35 gives these series from 1946 to 1968. Column (3) shows the
net inflows of capital from the controlling'intérests, which are the same.as the
data in column (2) of Table CD-33. Net inflows from other residents of the United
States are given in coluin (4), where they are consolidated with.some classifica~
tion adjustments. Column (5) shows the net capital movements assogiated with
direct investment, using the same data base as for the book volume series.

For most years, netkcapital inflows for all direct investﬁent Were"gfeater
than net inflows from the controlling interests. In four years, net inflowé from
fesidents of the United States (combined with the statistiéal'adjustmént, if any)
were negative, and so total inflows for direct investment were less than infiows
from the coﬁtrolling interests. Over the twenty-three years from.ﬂ946 to 1968, net
capital inflows from controlling interests totalled $7,252 million, and net capital
flows for‘all direct investment were $9,342 million, or $2,090 million more.

Capital Flows From Controlling Interests

In the case of capital flows from controlling interests in the United
States, data are published for fhe gross flows from which the net flow is derived.

These are shown in the first two columns.of Table CD-35.

Gross Capital Inflow

‘ In 1968, the gross capital inflow for direct investment by controlllng
interests in the United States was $788 million compared with $63 million in 1946,
As neﬁ investment proceeds invlumps, large fluctuations in the annual data aré,to
be expected5 Mnnual totals increased from $63 millionvin.1946, with.occasidnél
fluctuatiéns, to a‘peak of $650 million in 1960. ~In 1961 and 1962 fhe totals were
just below the 1960 peak, but in 1963 gross capital inflow fell to $493 million.
Following this it increased rapidly to $976 million in 1967 but fell to %788 mllllon
in 1968,

Gross Capital Outflow

In 1968 the gross capital outflow to controllihg interests in the United

 States was $434 million compared with $25 million in:1946._-Again,_because of the

“nature of the transactions that make up gross outflows, .large fluctuations in the

-,

annual data must be expected. To a large extent gross 6utflows Consist of the

repaymént of loans to corporate parents in the United States. Payments of these
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loans may be made in regularly sceduled instalments -or may fall due in lump sums
dependihg upbn intércorporate'arrangements° Similarly, other typés of gross out-
flows such as those resulting from the ¢ompléte or:partial withdrawai from a
-Canadian enterprise of the retirement of shafes, tend to create undplations in
the annual data.

Table XI-1 shows the gross capital outflbws to controlling interests in ‘
the United States as a percentage of grqsé capital inflows from them. Over the
period from 1946 to 4968.this relationship ranged from 12.1 per ceﬁt to 74;0 per
cent, with considerable fluctué.tions° The general tendency was for‘gross outflow
to 6ffs§t a higher proportion of‘gross inflow as the years went Ono

| | TABLE XI-1 . | -

GROSS CAPITAL OUTFLOW TO CONTROLLING INTERESTS IN THE UNITED STATES AS
A PERCENTAGE OF GROSS CAPITAL INFLOW FROM THEM, YEAR ENDS 1946 TO 1967

Year Gross capital Gross Capital Column (1) as a
outflow inflow ‘ percentage of
Column (2)
(millions of dollars) : ~ (per cent)
(1) (@ - (3)

1946 . 25 63 ' ‘ 39.7
1947 . 8 66 : 12.1
1948 , 18 79 ‘ - 22,8
1949 © 30 114 S 2643
1950 L3 245 1. 17,6 -
1951 ~ 39 35 : 12.4
1952 53 376 ~ 1,1
1953 ' 43 koo , 10.8
1954 65 ‘ 370 , 17,6
1955 126 kb3 * 284
1956 ° 107 572 - . . 18,7
1957 190 593 = . - 32.0
1958 - 141 khs ‘ 31,7
1959 : 185 613 30.2
1960 189 - 650 ‘ 29.1
1961 ' 238 ’ 60k 39,4

- 1962 309 637 . 48,5
1963 275 ko3 - 5504
1964 : Y 649 _ ’ 71.0
1965 : 383 8ok L7.6
1966 2hq - 959 - 25.1
1967 . Lo1 ~ Q76 - SR % |

Source: Table CD-35

Tabie XI-2 below. shows groés capital oufflows to cqntrdliing interests in
the United States as.a percentage of the book value of direét,igveStment in Canada
‘by all persons in the United States. Over the period]from 1946v£o 1967, these
gross capital outflows ranged between O;ﬁ'per cent and 356‘per cent of the book.

value of direct investment in Canada from all sources in-the United Statss.
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TABLE XI-2

A}

GROSS CAPITAL OUTFIOW TO CONTROLLING INTERESTS IN THE UNITED STATES AS PER CENT
OF BOOK VALUE OF DIRECT INVESTMENT IN CANADA BY THE U. S. 1946-1967

Year Gross capital Book value of {Column (1) as a
‘ outflow direct invest- percentage of
ment at Column (2)
beginning of year
(millions of dollars) (per cent)

1) 4 (2) (3)
1946 25 2,30k 101
1947 8 2,428 0.3
1948 18 2,548 0.7
1949 30 2,807 101
1950 43 _ 5,095 1okt
1951 : 39 3,426 1o
1952 53 3,896 Tolt
1953 43 4,530 0.9
1954 65 5,206 1,2
1955 126 © 5,787 2.2
1956 107 6,513 1.6
1957 : 190 7,392 2.6
1958 14 8,472 1.7
1959 185 9,045 2.0
1960 - : 189 9,912 1.9
1961 - 238 10,549 2.3
1962 309 11, 284 2.7
1963 - | 273 © 12,006 2.3
1964 - L6 12,785 3.6
1965 - : 383 12,959 3.0
1966 2l - 14,059 1,7
1967 Lo 15,570 2.6

Source: Column (1) - Table CD-35
Column (2) - Canada's International Investment Position  1926-1967,
Ottawa, Statistics Canada, December 1971, Table IV, pages .
116-117, : ,

In general, this propoftion has increased over the;period; although with
considerable fluctuations. The two lowest propsrtions were observed-in 1947 and
1948. The three highest proportions were obéé:ved between 1962 and 1965. To some
extenf, the increase in gross outflows of capitai compared with the book value of
direct investment reflects an incréaée in debt finaﬁcihg by corporate parents
vis a vis equity financing. Thé increased proportion of gross capital inflows which
consist of debt financing must result sooner or later in increased repayments of
debt to corporate parents.

These data for flows of funds with the United States illustrate the size
of the grgss flows compared with the net figures. The much larger size of the

gross flows, and their differing effects, limit the usefulness for analysis of

- geries on net inflows, such as the all-Canada series, which are unaccompanied by

-details of the gross inflows and outflows from which they'are“derivedoi

For instance, it is the gross inflows which affect expenditures on new
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plant and equipment during the year in question, not the net inflbwsn The
gross outflows have a potential for exerting substantial financial effects
on exchange rates and the balance of payments. Net inflows are not

necessarily positive, although the observations have heen positive to date.
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XII, CHANGES IN BOOK VALUE

In Chapter V, annual changes in the book value of foreign direct in-
vestment were mentioned, and the percentage rate of growth outlined. Two of
the major contributions to this growth have since been discussed. The first
was net capital inflow, or the net amount of new capital coming in from abroad.
The second was undistributed earnings, or the accumulation of domestic funds by
retaining profits insteaé of distributing them, In addition, there are other
factors, which are aggreéated in the Canadian statistics.

Table CD-37 shows the estimated constituéents of the annual change in

the book value of direct investment, from 1946 to 1968. Some of the figures in

the table have appeared earlier in this paper. Column (1), net capital inflow,
is the same as column (1) in Table CD-33., Column (é), increase in undistributéd
éarnings, is the same as column (4) in Table CD—21; Column (3), '"other factoré",
has not.appeared previously. It ihcludes items such as new issues, retirements,
borrowing, éﬁd investment abroad which affect the total value of investment in
Canadé; and other factors including revaluations, reclassifications and similar
accounting adjustments.

The annual net increase in book value grewhfrom $ 113 million in 1946
to $785 million iﬁ 1953, It.was down slightly at $761 million in 1954 but roée'
in the next thrge years to a peak of $1,261 million in 1957. In 1958 the in-
crease was $751 million. It grew to $1,026 million in 1959, declined over the
next two years to $865 million in 1961, then roée to $923 million in 1962. An
appérent decline to $459 million in 1964 coincided with a discontinuity in the
statistical series. After that; the annual increése rose each.yéar to a record
$1,835 million in 1968.

From 1946 to 1949, undistributed earnings made more of a contribution

to the increase in book value than the net inflow of capital did. From 1950

to 1962, net inflow was the major component. From 1963 to 1965;undistributed
earnings predominated. In 1966 net capital inflows once again contributed the
largest portion but(in 1967 and 1968 undistributed éarnings made up the greater
amount. |

"Other factors" fluctuated erratically, as‘might be expected of a
residual component. With the exception of 1964, when the statistical reclassifica~
tion of the year produced a negative amouﬁt of $291 millionq.”béher factors"

ranged between minus $47 million and $435 million in the,period 1946 to 1968,
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The published data do not provide a base for a.gebgraphical breakdown
of the components of change'using.the same concepts as those in Table CD-37.
Howéver, the components of change in direct investment by %he United States are:
available, using different cbnceptsn | |

Table CD-38 reconciles the data for. inflows of direct investment to.
Canada from residents of the United States with the change in book value of U.S.
direct investment from 1946 to 1968. The comﬁbnents of the change are net capital
inflow; "other capital movements'; net capitai moﬁements; and undistributed
earnings and other factoxf's°

"Oﬁher capital’éovements" are to be distiguished from Uother factors" as
giveh in Table CD-37, column (3), for flows from all countriesu. "Other capital
movements'" consist solelyof 6apital flows which are not related to the controlling
or. affiliated interests. "Other factors" is a residual component of the net in-
érease in book values which includes, not only the capital flows which are unrelated
to controlling or affiliated interests, but also revaluations, reélassificationé
and other accounting adjustments. The ﬁuSohdafa include»some or all of the
equivalent revaluations, etc., in the figure for ﬁndiStributed earnings.

The difference in the conceptual approaches to the series cénsolidated
in Tables CD—37 and CD;BS is illustrated in TébléAXII;ﬂ below;. Ttems b(ii) and
£(ii) are conceptually»very similar, but are inéluded with "other factors" for
all-country data and with "undistributed earnings and other factorg":for UQS; data.
_ Iiem e(ii) is an adjustment within the total for all countries,.and so there is no’
need fpf an equivalent in Table CD-37. |

| TABLE XII-1

COMPONENTS OF ANNUAL INCREASE IN BOOK VALUE OF DIRECT INVESTMENT

A1l countries U.S. only
(Table CD-37) " (Table CD-38)
a. Net capital inflow :de Net capitalvinflbw .
PLUS PLUS
b. other fadtors, cbnsisting of e. other capital movements, consisting of
(i) New issues, retirement,. (i) New issues, retirement, borrowing,
borrowing, investment . investment abroad, etc.
abroad, etc. : : (ii) classification adjustment in
(ii) other factors including respect of direct investment
revaluations, reclassifications transactions involving significant
and similar accounting adjust- . investment in enterprises not con-
ments trolled in the U.S.
PLUS ‘ PLUS. B ‘
Co undistributed earnings f. undistributed'earnings and other
: factors, consisting of -
(1) undistributed -earnings ,
(ii) revaluations, reclassifications .
and similar accounting adjust-
ments C ‘




A .

From 1946 to 1949 the annual net increase in book value of U.S. direct
- million _ ‘ '
investment grew from $124/to $288 million. In the 1950's the annual increase in
‘book values rose, with some fluctuations, from $331 million in 1950 to a peak of
$1,080 million in.195'7° For the next six years, the incrgase rénged from_ﬁ573
million to $867 million. A sharp fall in 1964 to 3174 million coincidéd with the’
‘introducfion of a new statistical series, not strictly comparable with earlier ; -
years. By 1968 the increase was $1,510 million. |
| There were.marked differences in the behaviour of the components of the

increase in book values. Changes in undistributed earnings and éther factors
were quité erratic as were changes in "other:capital movements''s Net capital -
movements fluctuated somewhat more widely than ﬁet capital inflows. o

Part of the erratic movement of undistributed earnings aﬁd other factors
was caused-by unusually large reclassification adjustments between UnitedAStates
direct and other investments, which were observed five timéé in nineteen years.
_Thé erratic changes in "other capital movements' can be explained in part by the
nature of the concept. It is a residual flow_which inéludeé~among pther things
new issues, retirements and borrowing. It alsé inéludés cépitai flow attribu- -
table to United States residents other than thoakwho.havé a conﬁroiling or
affiliated interest.

Net capital inflows relate soley to the investment éf the-conﬁrolling'
or affiliated interests. This might make them likely to fluctuate 1éss.thén
' capital provided by unrelated persons. From 1946 to 1968, the total ranged rom
$38 million to %718 million, |

"Other capital movements'" from the United States ranged from El&&i $66
million to $269 million over the period. |

Net capital movement ranged from minus 35'million;to $844.miilion over
the pefiéd° The movements of[uh@istribﬁted earnings and other factors-were'

characterized by wide fluctuations, ranging from $52 million to $919 million.
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XIII. DIRECT INVESTMENT BY INDUSTRY AND PRODUCT

Chapter V reviewed direct investment in Canada by noh—rgsidents, and
analyzed its distribution according to the coﬁntries in which fhe controlling
investors resided. The distribution of foreign direct investmént between °
~different industrial groups is-also a matter of)major interest. Table CD-7
gives éuch a breakdown in dollar terms from 1945 to 19700. Table CD-74A gives
the breakdown in percentages.

Statistics Canada established the induétrial groupings aé follows.

Reports were obtained from a large numberiof companiés. Each company either
constituted or was part.of an enterpriseo The reporfs were classified according
‘to the principal kinds of business in which the enterprises were engaged. Al-
though some large enterprises were active in several types of business, it was
not feasible to carry the breakdown beyond the principal kind of business.

There was a change in the compdsifion of the iﬁdustrial groups -during
the period. For the years from 1946 to 1950 and for 1952, the pétroleum and
natural gas industry was not treated as a distinct group, lut its data were included
in other.grdups° (Petroleum mining with the non-metallic miﬁeral group of
manufacturing;'explorafion with mining and smelting; transportation of petroleum
and natural gas with utilities; and marketing and distribution with.merchandising)n
Consequenfly; data for ail of these iﬁdustrial.groups have é discontinuify bétween*
1952 and 1953. |

All Foreign Countries

Ebreign.direct investment in Cénada‘was,,in 1970, heavily concentraéed"
in @anufacturing, in the capital-intensive éroup of petroleﬁﬁ and natural gas,
and in the capital-intensive group of other mining and.émeltingq‘ In 1970, the
. value of difect invéstment in these three groups was $20,674‘miliion; put-of.
total direct investment of $26,485 million. Direct investmént in manufacturing
was $10,815 million in 1970 compared with $1,359 million in 1945; direct invest-
ment in petroleum and natural-gas rose to 36,593 miilion in 1970 froﬁ $141 million
in 1945; and direct investment in mining and smelting rose‘to 33,266 million frb@
$237 miliion over the same period.

The concentration of direct ihvestmént in these thrée‘groups increased
during the period, as can be seen from Table CD-7A. The percentage of all direct
investment which was in the three.largeét groups was 6l per_éent in 1945, and

78.1 per cent in 1970. The proportion.of direct investment which was in petroleum




- 44 o

and natural gas rose from 5.2 per cent in 1945 to 24.9 per cent in 1970, and
in other mining and smelting it rose from 8.7 per cent to 12.3 per cent. The
proportion invested in manufacturing fell from 50.2 per cent in 1945 to 40.9 per
cent in 1970, |

So far as the other groups were concerned, invéstment in finance was
#2,840 million in 1970 (10.7 per cent); in merchandising $1,729 million (6.5 per
cent); in utilities $i444 million (1.7 per cent); and in other enterprises $798
million (3.0 per cent). | |

As has been seen manufacturing was the predominant field for direct_
investment, The way in which the manufacturing total was divided between typeé
of major products is shown in Table CD-8, which gives details for nine product

groups from 1945 to.’l9'70o Table CD-8A gives the equivalent percentage break+ -

l

¢
i

down.

In 1970, direct investment in iron and products was. $3,248 million;
in wood and paper products $2,059 million; in chemicals and allied products
$1,620 million; in non-ferrous metals $1,6711 million; and.in vegetable products
$1,140 million. Table CD-8A shows that 89.4 per cent of total direct invest-
ment in manufacturing was in these five product groﬁps in 19?00 Foreign direct
investment iﬁ the remaining four product groups in 19?0 was $421 million in non-
metallic minerals; $260 million in animal préducts; $222 million in textiles;
and $234 million in miscellaneous manufacturing. Cbllectively, their share of
‘total investment in manufacturing in 1970 was 10.6 per cent.

The distribution of direct investment in manufacturing between these
product groups remained, on the whole, fairly stable over the period of observa-
tion. The proportion of investment whichAwas in the predominantvgroup of iron
and products increased with mihoy fluctuations from 20.4 per cent in 1945 to
30,0 per cent in 1970,

The way in which foreign owners spread their investments over different
industries and prodﬁcts varied frém country to country. Tables CD-9, CD-11 aﬁd
CD—13 all show the direct investment from one geographical area in the various
“industry groups. Separate tables are given for investors fesideht in the United
States (Table CD-9), in the United Kingdom (Table CD-11} and in all other countries
combined (Table CD-13). |

Tables CD-10, CD-12 and CD-14 all show the direct investment from one
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geographical afea in the sub-groups of manufacturing. Table CD-10 gives data
for investment from the Uniked States, Table CD;12 covers that-from the United
Kingdom, and TaBle CD-14 covers that from all other countries.

Table XIII-1 below shows the percentage distribution of direct invest-
ment in Canada by country of ownership for each industrial group for 1945 and
1970,

United States investment in all industries as a proportion of total

. foreign investment fell from 84,9‘per cent in 1945 to 81,2 pér-cent in 1970,
During the same period investment by the United Kingdom also declined from 12.8
per cent to 9.5 per cent. Investments owned by residents of all opher countriéé
rose from 2.3 per cent in 1945 to 903 per cent in 1970.

TABLE XTII-1

PERCENTAGE DISTRIBUTION OF DIRECT INVESTMENT IN CANADA,
BY INDUSTRIAL GROUPS, BY COUNTRY OF OWNERSHIP
1945 AND 1970

(per cent of total for each industry)

Industirial All Foreign United States | United Kingdom Other Foreign
Group .‘ Countries i . Countries
1945 ‘| 1970 1945 | 1970 1945 |17 1970 1945 1970
(1) | £2) (3) (&) () | 6) (7) 8)
Petroleum and | 100.0 | 100.0 | 100,0'| 80.7 | 0.0 8.1 0.0 1.2
natural gas : , . : _

Other mining | 100.0 | 100.0 90.7 88.3 . 9.3 - Lon 0.0 7.0
and smelting A . .
Manufacturing | 100.0 | 100.0 | 87.6 | 85.6 .| 11.5 7.8 0.9 6.6
Merchandising | 100.0 | 100.0 72.8 74,8 25.2° 17.2 |. 2.0 | 8.0
Financial 100,0 | 100,0 | 58.4 | 61.4 ] 28,9 | 19.2 12,7 19,4
Utilities - 100.0 | 100.0 95.4 | 82.7 | L.3 1M.7 | 0.3 . 5.6
Other enter- | 100.0 | 100.0 90.0 | 81.1 8.3 9.9 1.7 9,0
prises . . _ - :

- Total 100.0 | 100.0 8h.9 | 81.2 | 12.8 2.5 | 2.3 9.3

Source: Column (3) and (4) calculated from Table CD-9

Column (5) and (6) calculated from Table CD-11

Column (7) and (8) calculated from Table CD-13

Direct investment from the United States predominatedAip each industrial
group'iﬁ 1970. The proportion was 88.3 per cent in other mining and smelting;
85.6 per cent in manufacturing; 82.7 per cent ih utilitiés; 80.7 per cent in

petroleum and natural gas; 81.71 per cent in other enterprises; 74.8 per cent in

merchandising; and 61°4_pér cent in finance. The proportion of direct invest-

ment owned in the United Kingdom in 1970 was largest in financiai at_19°2~per cent.

Mérchandising follbwed with 17.2 per cent. The proportion of investment owned in . .

all other countries was largest in finance_with 19.4 per cent, énd_in petroleum

and natural gas with 11.2 per cent.
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Between 1945 and 1970, the proportion of direct investment from the
United States increased in finance and merchandising but declined in all other

industrial groups. The proporfion fom the United Kingdom rose in petroleum and

‘natural gas, in utilities, and in other enterprises but fell in all other groups.

The share held by'other countries rose for all industrial groups.

United States

The way in which direct investment by the United States was
distributed between selected major industrial groups is shown in Table CD-9,
in.dollar terms. Table CD-9A gives‘the percentage breakdown,

In 1970, United States residents had more direct invésfmentAin -
manufacturing than in any other Canadian industrial group. The book value was
$9,253 million compared with $1,191 million in 1945, In pétroleum and natural
gas, in 1970, the total was ﬁ5,321'millibn compared with $141‘million in 1945,
In other mining and smelting in 1970 it was ﬁé,884 miilion compared with $215
million in 1945. United States invéstﬁenf in those three indusffial gréups |
in_1970 constituted 81,2‘per cent of all United'Staﬁeé direct investment in
Cénada°

Direct iﬁvestment in finance by United States residénts in 1970 was
$1,744 million, in merchandiéing it was $1,293 million; iﬁ other enterpfiées
it.wés $647 million; and in utilities it'waé:$367‘milliona These four groups
accéunted for the.remaining 18,8.per cent of all direct iﬁvestment in Canada
by United States résidents. | |

, Throughout the period from 1945 to 197O,Ithe manﬁfacturihg group

predominated in U.S. direct investmentm Investment in this group dfopped'from :

51.7 per cent of the'U;S,’total in 1945 to 39.8 per cent in 1962, but went up
to 43.0 per cent by 1970. Direct investment in petroleum'ahd natﬁral_gas rose

from 6.7 per cent in 1945 .to 28.7 per cent in 1958, then declined to'24,8 per

cent in 1970. ‘Investment in other mining and smelting'showedga fairly stéady"l-

increase from 9.3 per cent to 13,Q per cent.

U.S. direct investment in Canadian manufacturing was distributed

between-product groups as shoﬁn in Table CD-10, which gives book value in dollars

from. 1945 to 19’70o
In 1970, United States residents had more direct investment in irén

and products than in any other manufacturing group. This amounted to $3,025

million compared with $272 million in 1945. In wood and paper products, U.S.
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residents owned direct investments of $1,658 million in 1970 compared with

$316 million in 1945, In non—ferrous‘metals it was $1,503 million in 1970

~ compared with $203 million in'1945° In chemicals and allied products direct

investment was $1,285 million in 1970, from $118 million in 1945. Vegetable
produéts had U.S. direct investmenﬁ of $917 million in 1970 comparéd with $140
million in 1945, A |

The value of direct investment in the four remaining product groups
in 1970 was $247 million in non-metallic minerals; $233 milliéh in anumal
products; $228 million in miscellaneous manufactures; and $157 ﬁillion in
textilcles°

Table XTII-2 shows the percentage .of U.S. direct investment.which was

in each product group at the end of 1945 and at the end of 1970, Investment

in iron and products and in chemicals and allied prbducts was proportionately
greatér at the end of 1970 th.n at the end of 1945, All othef product grdups
had a ‘smaller proportion in 1970 than in 1945,

TABLE XIII-2

PERCENTAGE DISTRIBUTION OF BOOK VALUE OF DIRECT INVESTMENT IN CANADIAN
MANUFACTURING BY THE UNITED STATES, BY PRODUCT GROUP,
1945 AND 1970 ‘

(per cent)
Product Group = = - N 945 - -} 1970
Vegetable products 11.8 9.9
" Animal products 3.7 2.5
Textiles C 2.k 1.7
Wood and paper products 26.5 17.9
Iron and products 22.8 32.7 -
Non-ferrous metals 17,0 16.2
Non-metallic ninerals . 3.3 2.7
Chemicals and allied products 9.9 13.9
Miscellaneous manufacturing 2.6 " 25
Total ‘ 100.0 100.0

Source: From Table CD-10

United Kingdom
Tébie Cﬁu1iﬂéhoﬁ%fthéiiﬁdﬁétrial~diétri%ufibn—6fAdifeét'invesﬁmeﬁf ink o

Canada by residents of theé United Kingdom'ffom 1945 o 1970. Table CD-114

. gives the equivalent percentage hreakdown.

Direct investment by U.K. residents in Canadian‘manufactﬁring rose from

'3456 million in 1945 to $842 million in 1970, with gaiﬁs in most years. As a
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proportion of total U.K. direct investment, it rose from 44.8 per cent in 1945

to 63.4 per cent in 1952, then declined fairly steadily to 33.6 per-cent in 1970,

.Direct investment by U.K. residents in finance in 1970 was $545 million compared

 with $98 million in 1945 (21.8 per cent of total U.K. direct investment compared

with 28.2 per cent). Direct investment in petroleum and natural gas in 1970

was $536 million, which constituted 21.4 per cent of U.K. direct investment in

- Canada. There was no significant direct investment recorded in this group before.

1953.
U.K. direct investment in merchandising in 1970 was $297 million
compared with $51 million in 1945 (11.9 per cent compared with 14.7 per cent ).

In 1970, investment in the remaining three industrial groups consisted of $154

‘million in other mining and smelting (6.1 per cent); $79Amillion in other

enterprises (3.1 per cent); ‘and $52 million in utilities (2.1 per cent).
The dlstrlbutlon between product groups of U K. dlrect 1nvestment in
Canadlan manufacturlng is shown in Table CD-12 from 1945 to 1970 Table XIII-3
gives the percentage breakdOWn for 1945 and 1970. - >‘ |
At the end of 1970, direct investment in chemical and allied products"

by res1dents of the United Klngdom was %232 million, Their direct investment.

~in. wood and paper products was %170 mlillon, and in iron and products $146

mllllon. In 1970 these threée product groups shared 65.71 per cent of all the
U.K. direct investment in manufacturing, compared with 34.0 per cent in 1945,

TABLE XITII-3

 PERCENTAGE DISTRIBUTION OF BOOK VALUE:OF DIRECT INVESTMENT IN CANADIAN
' MANUFACTURING BY THE UNITED KINGDOM, BY PRODUCT GROUP,
' 1945 AND 1970

(per. cent)

Product Group - B 1945 . 1970
Vegetable products - 38.5. N 15,7
Animal products _ ' 1.9 - 0.8
Textiles ' © o 16.6 1 6.5 "
Wood and paper products 19.2 206 2
Iron and products oo 2.6 . 17.3
Non-ferrous metals 5.1 6.2
Non-metallic minerals : 2.6 5.3
Chemicals and allied products - : 12.2 27.6
Miscellaneous manufactures o S 0.k

Total . o 100.0 100.0

Source: From Table CD-12

Direct investment in the remaining six product groups in 1970 consgisted.

of $132 million in vegetable prcducts, #55 ‘million in textiles,'$52 million in

non-ferrous metals, $4S million in non—metalﬁc'minerals, $7 million in animal
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‘products, and $3 million in miscellaneous manufacturing. Collectively, these

six categories accounted for 34;9'per cent of U.K. direct investment in
manufacfuring in 1970.

The proportion of direct investment devoted to iron and products and
to chemicals and allied products increased markedly during the\perioda The
proportiop devoted to vegetable products and to textiles decreased markedly.

Countries Other Than The United States and the United Kingdom

Direct investments in Canada which ere‘owned by residents of countries
other than the United States and United Kingdom were distributed betweenr industrial

groups as shown in Table CD-13. This table gives book value in dollars from

" 1945 to 1970. Table XITI-4 shows the equiﬁalent,percentage distribution.

TABLE XTII-4

PERCENTAGE DISTRIBUTION OF BOOK VALUE OF DIRECT INVESTMENT'IN CANADA
BY RESIDENTS OF COUNTRIES OTHER THAN THE UNITED STATES AND
UNITED KINGDOM, BY INDUSTRIAL GROUP, 1945 AND 1970

(per cent)

Industrial group ' 1945 - 1970
Petroleum and hatural gas . - 29.8 -
Other mining and smelting -~ .- o 9.2
Manufacturing . - : 19.7 29.2
Merchandising ' . 6.6 5:6
Financial 70.5 22.5
Utilities ' ‘ 1.6 1.0
Other enteérprises , 1.6 2.9 -

Total o . 100.0 100,0

" Source: From Table CD-13

- In 1970, residents of countries other than the United States and United
Kinngm had the lafgeét portion of their direct investment in:Canada in péﬁroleum-

and natural gas. The book value was $736 million, or 29.8 per qént of ‘their total..

‘In 1945, it had not been measurable. Their direct investment in financial enter—

prises was $551 million in 4970‘(22.3 per cent) compared‘wifh $43 million (76,5"_

per cent) in 1945. Direct investment in manufacturing was ﬁ?EQfMillion'(29¢2 per

" cent) in 1970 compared with $12 million (19.7 per cent) in 1945, ‘ : |
_ : .

' Direct investment in the four remaining industrial groups in 1970 consiéted

~of $228 million in other mining and smelting; $139 million ih merchandising; $72

i

; miliion in other enterprises; and $25 million in utilities. Investment in these

. groups was 18.7 per cent of the total.

-Direct investment in Canadian manufacturing by residents of countries
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other than the United States and the United Kingdom was distributed between
product groups as shown in Table CD-14 from 1945 to 1970. Teble XIII-5 gives

equivalent percentage breakdowns.

TABLE XIII-5

PERCENTAGE, DISTRIBUTION OF DIRECT INVESTMENT IN CANADA OWNED BY
RESIDENTS OF COUNTRIES OTHER THAN THE UNITED STATES AND
UNITED KINGDOM, BY PRODUCT GROUP,

1945 AND 1970

(per cent)

Product group 1945 1970

- Vegetable products . . - 12.6
Animal products - 2.8

Textiles | : 16.7 1.4

Wood and paper products 16.7 32.1

Iron and products _ 8.3 10.7

Non-ferrous metals : - 7.8

Non-metallic minerals - 17.9

‘Chemicals and allied products 58,3 1.3

Miscellaneous manufactures . _ Qo b

‘Total ' 100,0 100.0

Source: From Table CD-14

In 1970, direct 1nvestment in wood and paper productu by re51dents of

countries other than the United Kingdom and United States was $231 mllllon, or 32 1

~ per cent of direct 1nvestment in manufacturing. Their direct investment in ron-

metallic minerals was $129 million, or 17.9 per cent. In chemicals and ailied
products it Qas $103 million, or 4.3 per cent; and in iron and prbductsfﬁ??
millionh or 10.7 per cent. | | .

Dlrect Jnvestment in the remulnlng five product groups in 1970 totalled
$180 million, or 25.0 per cent.

Between 1945 and 1970, there was a substantial dégline in the propor-
tion of investment which went to chemicals and aliied products and to textiles.

The proportion going to each 6f the other product groups increased.
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XIV, TOTAL INVESTMENT IN ENTERPRISES CONTROLLED BY NON—RESIDENTS BY INDUSTRY
AND ‘PRODUCT

It was seen in Chapter V that total investment in fereign-cdntrolled
enterprises is greater than the investment owned in the country of control. In
that chapter the geographical distribution of total investment was examined.

In this chapter its industrial distribution will be analyzed.

Table CD-19 gives the industrial distribution ef total investment in
those enterprises which were controlled by residents ef the United States, the
United Kingdom and all other foreign countries as a group for seléected years
from 1945 to 1967,

Al Foreign Countries

In 1967, total investment controlled by non-residents was highest in
ﬁanufaéturing, at $11,066 million. The next largest, investment was‘in_petroleum
and naturai gés, at §7,229 million. Mining and smelting followed with $2,378
million, and the financial industry ranked fourth with $3,195 million., Merchen—
dising was fifth with $1,644 million, followed by utilities at $864 million and.
other enterprises at $690 million.

The book value of total investment in.manufacturing which was controlled
by residents of the United States was $8,826 million in 1967. It was $5,836
million in petroleum and natural gas, $2,919 million in other mining and smelting, .
and $1,714 million in the financial industry. Merchandising accounted for $977
million, utilities for $786 million, and other enterprises for $529 million.

The bredominance of control from the United States is illustrated in
Table XIV-1 below. |

TABLE XIV-1l
TOTAL INVESTMENT CONTROLLED BY THE UNITED STATES AS A. PERCENTAGE

OF ALL FOREIGN—CONTROLLED INVESTMENT IN CANADA, BY INDUSTRIAL GROUPS
YEAR ENDS 1960 AND 1967

(per cent)
Tndustrial group . . 1960 S 1967
Petroleum and natural gas 78.1 \ 76.9
Mining and smelting ’ 87.1 ' 80.7
| Manufacturing _ 86.5 . 86.4
Merchandising 7h.7 79.8
| Financial ‘ ’ 58.2 - | . 59.4
Utilities ~ 70. 2 53,6
Other enterprises -, 82.5 -~ 91.0
Total 7ho bt 767

- Bource: Derived from Table CD-19
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Table XIV-1 shows,for industriai groups, the proportion of all foreign-
controlled investment in Canada which was controlled from the United States at
the end of 1960 and at the end of 1967. Over this period residénts ofithe United
‘States increased their proportion of total foreign-controlled investment Ifrom
.7h.4 per cent to 76.7- per cent. The proportion controlled by them in merchandis-i‘
ing, financial services and>other enterprises increased, and the proportion con-
trolled in the other industrial grbupé decreased. They controlled over three-
quarters of the investment under non-resident control in five of the industrial
groups.

Resiﬁents of the United Kingdom controlled $1,709 million of investment
in manufacturing in 1967. In petroleum énd naturai gas they controlled $701
million, and in finance $59% million. U.K. investors controlled investments'of
$281 million in other miniﬁg and smelting, $115 million in other'eﬁterprises,
and $71 million in utilities. '

In 1967 the book value:of total investment controlled from other foreign
countries was highest in finance with $887 million. Petroleum and natural gas
followed with $692 million. Menufacturing ranked third with $531 million, followed
by other mining and smelting with $178 million, merchandising with $117 miliion,
other enterprises with $46 million, and utilities with $7 million.

Table CD-20 breaks down the manufacturing investment controlled by each
of_these three groups of residents into nine product groups. It gives the book
value. of tpﬁal investment in each product group, by the country or area of control.

Certain product groups ranked high for all areas of control. In particular,
both the iron and products group and the wood and paper Products group were among
.the three 5iggest groups in each of the three areas.'

As Table CD-20 shows, total investment in tﬁe manufacturing controlled
by non-residents was highest in iron and products in.1967, at 32,97@ miliion°
Wood and paper products were next with investment of $2,052 million. Investment in
non-ferrous metals ranked third with $1,921 million, chemicals and allied products
fourth with $1,777 million, and vegetable products fifth at $$_’l,232-millioh° They
were followed by non-metallic minerals at $469 million, animal products at $276 .
million, textiles at $191 million, and miscellaneous manufactures af $178 million.

Of the various product groups that make up the manufacturing industry,
U.S.—contrblled investment in 1967 was highést in iron and products with $2,552

million. Non-ferrous metals was next with $1,703 million, wood and paperproducts
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ranked.third with $1,60% million, and chemicals and allied products followed

with $1,361 million. In aggregate, these four product groups accounted for 81;8"

per cent of U.S. controlled manufacturing in Canada in 1967. For the remaining

product gréups, the 1967 figures were: vegetable products, $853 million; non-

metallic minerals, $227 million; animal products, $224 million; miscellaneous

manufacturing, $170 million; and textiles, $132 million. U.K.-controlled invest-

ments in manufacturing in 1967 were notable in ohemicals énd allied products with

$359 million; in iron and products with $347 million; in wood and paper products

with $345 million; and in vegetable products with $%32 million.

products.

TABLE XIV-2

Tnvestments which residents of other countries abroad controlléd in'
the product groups of manufacturing in 1967 included $195 million in non-metallic

minerals, $103 million in wood and paper products, and #7171 million in iron and

The effect on the Canadian economy of foreign control can, for some
purposes, be more effeotiveiy analyzed on the basis of totai investment_under
foreign control than on that of ownership by the controlling interests. For
matters such as capital expenditures within Canada, some direct investors gxert
an influence greater than that of their ownership.aIOne. They exert a‘fype of

4 "leverage" effect, as was seen in Chapter VI. Table XIV-2 illustrates this.

BOOK VALUE OF FOREIGN DIRECT INVESTMENT IN CANADA AND.VALUE
OF INVESTMENT CONTROLLED, BY INDUSTRIAL GROUP, YEAR END 1967

Industrial Group

Petroleum and natural
gas '

Mining and smelting

Manufacturing

2 Merchandising

Financial

Utilities

Other enterprises

Total

Direct invest-. Total invest-

ment owned - ment

~controlled

cent. of investment

Investment con-
trolled as a per

owned

(nillions of dollars)

- (per cent)

SO I () 3)
5,269 7,229 137.2
2,547 3,378 132.6
8,599 ~ 11,066 128.7
1,252 1,644 1%1.3
2,170 ' 3,195 1h7.2

3hi 864 251. 2

518 - . 690 123.2

20,699 , 28,066 135.6

Source: Column (1). from Table CD-7
' Column (2) from Table CD-19
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For total direct investment in 1967, the amount of investment which the

foreign owners controlled was 35.6 per cent greater than the amount of direct

investment which they owned.

In effect, each $100 of direct investment resulted

in control of $137 of capital. The leverage effect was greatest'ip utilities,

where it brought an extra 157.2 per cent of investment under control, - and least

o . in manufacturing, where it brought under control an extra 28.7 per cent.

The leverage effect in each industrial group for each of the three

geographical areas is shown in Table XIV-3 below.

BOOK VALUE OF FOREIGN DIRECT INVESTMENT IN CANADA AND VALUE
OF INVESTMENT CONTROLLED, BY INDUSTRIAL GROUP, YEAR END 1967

TABLE XIV-3

Industrial Group

Investment Controlled as Percentage of
Investment Owned

(per cent) -

M1 Countries U.S. U.K. Other

Countries

1) (2) (3) )

_ Petroleum and natural gas 137.2 136.0 147,0 137,8
‘ Mining and smelting 132.6 125.7 228.5 176.2
Manufacturing 128.7 118.7 196. 4 181.8
Merchandising 13103 116.2 180.9 109.3
> Financial 147.2 125.0 2027 175.3
Utilities 251.2 2L8.7 © 338.1 100.0
Other enterprises 133.2 125.4 179.7 143.8
Total 135.6 127.0 186.8: 158.9

Source: (1) Calculated from
(2) Calculated from
(3) Calculated from
(4) Calculated from

Tables CD-7 and CD-19
Tables CD-9 and CD-19
Tables Cb-11 and CD-19
Tables CD-13 and CD-19

o l per cent of capital under control in utilities by the U.K.,

‘For all inﬁestment under non-resident control, the‘leverage‘was highest
in the case of the United Kingdom, which contfoliedi$186;8‘for every}$100’in4
vested. Their direct investors thus had the potential‘fdf'an additional 87 pef
cent of control. The leverage was lowest in the case bf the U.S,, which had an
extra 2/ per cent of capital under coﬁtrd; This reflects theApreferénce of U.S.
direct investors for having full, or almost full,.oﬁnershiﬁ of the‘ir_subsidiaries°

The highest leverage observed for an industrial group was an extra 238.1

The lowest was the

zero leverage which the other countries group had over capital employed in utilities.
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XV. DEGREE.OF NON-RESIDENT CONTROL BY INDUSTRY AND PRODUCT

The industrial distribution of foreign-controlled investment in Canada has
already been discussed. .This chapter seeks to place this investment in perspective
by comparing it, wherever possible, with the total capital<employed in the in-
dustrial groups concerned. |

Statistics Canada have made estimates of the value of total capital in
some areas of the national wealth., This series dlffers in several important respects
from those on the foreign investment position. Thé relationship between them has

been described as follows:

"It is pointed out that estimates of all capital invested in Canadian
industry are only possible for some separate industrial subdivisions.
This is because of the limiting factors inherent in using corporate
financial data originating from different sources. The other aspect
of the data to bear in mind is that the statistics on investments in
industry which have ‘been presented only cover that sector of Canada's
National Wealth. DNot covered are large sectors of. Canadian wealth
which are predominantly Canadian-owned and controlled such as invest-
ments in agriculture and social capital, other kinds of personal
property and Canadian investments outside of Canada. -

Briefly, whlle the principal source of the Bureau's estlmates of the
foreign investment position is the capital structure reflected on = .
Consolidated Balance Sheets of enterprises, classified ‘according to the
principal activity pursued, the source utilized most extensively for
estimating the comparable aggregate capital value of selected Canadian
industries is the summation of Unconsolidated Balance Sheets of fully
tabulated companies found in "Taxation Statistics", as compiled by the
Department of National Revenue, classified according to the activity

of the individual company. Additional difficulties of comparison arise
from variations in accounting practices, in reporting dates, in the
classifications of incorporated enterprises, and the inclusion or
exclusion of non-corporate enterprises, Crown corporations, and of
foreign branches ,and subsidiaries. These necessitate further adjust-
ments in order, to provide a more accurate: statlstlcal ba51s for
comparison." / o

Table CD-39 gives the estimated book value of capital employed in an aggre-
gatlon of selected groups of* Canadian 1ndustr1es, by country of control for the

years 1960 to 1967. There is a breakdown between enterprlses controlled 4in Canada‘

e i ey R A A R S T R ]

and those controlled elsewhere. Enterprises controlled 1n Canada are ‘further broken
S

SRS N

. o

- down beétween government enterprises and prlvate enterprlses.v'Those controlled
e SR p A gt s R ST i SR

et TR SRR L -

elsewhere are further broken down between those controlled in the Un1ted States and
those controlled in other countries. The table also gives a‘percentage breakdown°
The industrial groups selected for aggregation are:manufactnring; betro—,
_leum and natural gas; other mining and smelting; railways;eother ntdlitiesg and
\merchandisingvand construction. -
Table CD-40 gives a,similar presentation for the manufacturing_group by

itself. Tables CD-41 and CD-4& give percentage breakdowns on control of the capital

\
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embloyed in individual groups of manufactufing industriesf There is one table
for each of the following geographical éreas'of controls- Canada,.the rest of
the world; the Unitéd States, and countries other fhan Canada or the United
States.

Tables CD-45 and CD-49 give geographical bréakdowns on the same lines
as Tables CD-39 and CD-60, individually for pgtroleum and natural éas; other mining
and smelting; railways; other ufilities; and for merchandising and construction.

It can be seen from Table CD-39 that in 1967, the estimated book value
of capital employed in the industrial groups concerned amounted to $71.6 billion.
of thesé totals Canadian-controlled enterprises accounted fof.$46.8 billion and
enterprises controlled elsewhere accounted for $24.9 billioﬂ. In’1960,-thé total
had been §45.6 billion, of which $30.3 billion were under Canadian control and-
$15.2 billion under foreign control.

Of the capital employed in Canadian—éontrqiled enterprises in 1967, $16.0
billion was in government enterprises and $30.8 billion was in private enterprises.
Of the capital employed in enterprises controlled abroad in 1967, $19.9 billion
was controlled in the United States and $5.0 billipn in other countfies. |

Over the period from~1960 to 1967, the estimated book value of capital
employed in these selected industries incréased by . some $26.0 billion. Canadian-
controlled enterprises received $16.5 billion of this increase, of which $6.2
billion went to goverﬁment enterprises and $1Q.5 billion to private enterprises.

The remaining $9.7 billion of the incréase:was in the - -sector controlled
abroad. Of it, $7.9 billion was in U.S.- cdntpolled' eriterprisea and $1.8 bill.ion”
-in enterprises controlled in other countries. | |

The proportion of total capital employed in these selected industries
which were confrolled by residents dropped from 67 per cent in 196O to 65 per éént
in 1967. The decrease was due to a decline in the private sector's share from ‘
L5 per cent to 43 per éent. The share héld by Canadian government ehtérprises
was 22 per cent at both the‘beginning]and end of the period with a rise to 24 per
cent in between. V

The proportion of capital controlled outside Canéda_rose from 33 per cent

,in 1960 to 35 per cent in 1967. The increase was due to a rise in U.S. contfol
from 26 per cent to 28 per cent. Control from other countries was steady at 7

per cent.
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Manufacturing

‘Table CD-40 shows that in 1967 the-estimated book value employed.in tﬁe
manufacturing industry in Canada amounted to $20.5 billion. Of this total, .
residents.éontrolled'38.8 billion (43 per cent) and non—fesidents $11.8 billion
(57 per cent)

0f the Canadian-controlled enterprises, government enterprisés accounted
for $0.2 billion (1 per cent) and private enterprises accounfed for ﬁ8.6 billion
(42 per cent). Of the enterprisesvcontrolled elsewhere, U.S. residents controlled
$9.4 billion of the total capital employed (45 per cent) and other foreign countries
controlled 2.4 billion (12 per cent). ‘ | ‘

Over the period from 1960 to 1967, the estimated book value of capitél.
employed in Canadian manufacturing increased by $6.3 billion. Of this iacrea;e,
$3.7 biilion occurred in the Canadian-controlled sector, #3.8 billion of it in
private enterprises and gigg§,$0.1“billion in government enterprises.. In the
foreign-controlled sector, the increase was $4.6 billion, $4.0 billion of which:
was attributable to enterprises controlled in the U.S. and $0.6 ﬁillion to eﬁter—
prises controlled in other countries, .

From 1960 to 1967, the pfopo}tion'of total capital employed in manufacturing.
which was controlled by residents rose from 41 per cent to 43 per cent. Thié rise
was caused by an increase in the share of Canadian-controlled private enterprises
from 39 per cent to 42 per cent, partly offset by a decline in government enter-
prises from 2 per cent to 1 per cent. The foreign-controlled sector of Canadian
maﬁufacturing dropped from 59 per cent in 1960 to 57 per cent in. 1967. This was
due to a decrease in the share>of.countriés other than the U;S; from 15 per cént

to 12'per cent, partly offset by a rise in the shaﬁe of the U.S. from 4k pér cent

‘to 45 per cent.

Table CD—Hléy'gives a finer breakdown of the manufacturing which was con-
trolled by residents of Canada, from 1954 to 1967. The perCentagezbf.capital

controlled by residents is given for each of 12 groups of manufacturing industries.

Table CD-42 gives similar information on non-resident control and Tables CD-43 and

- CD-44 break down this non-resident control by the U.S. and other fofeign countries.

Table CD-41 shows that between 1954 and 1967, Canadian control decreased

"in all maﬁufacturing grdups except two. ‘AIn\pulpfand paper there was an increase

'from 44 per cent to 51 per cent. In electrical apparatus. the level of Canadian

control was 23 per cent at both the beginning and the end of the period.
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In 1967 the following manufacturing groups were over 50.per'penf

 controlled by Canadians; beverages (79 per cent), textiles (78 per cent),'pulp

and paper (51 per cent), agricultural machinery (61 per cent), and iron and )
steel mills (90 per cent).

Table CD;42 Shdws the proportion of capital employed in individualk
manufacturing groups which was controlled by non-residents. -Over the peribd
from 1954 to 1967, non-resident control increased in thé'folldwing groups;
beverages, rubber, textiles, agricultural machinery, aﬁtomobilés and parts, trans-
portation equipment, iron and steel mills, cheniicals, and other ménufécturing. |
In 1967 the following product groups were more than 50.per‘cent under non-resident
control; rubber (98 per cent), automobiles and parts (96 per cent), transporta-
tion equipment n.o.p. (76 per cent), aluminum (100 per cent), electrical apparatus
(77 per cent), chemicals (79 per cent), and other manufacturing (53 per cent).

Table CD-43 shoﬁs the proportion of capital,employéd in the manuféétur—
ing grbups that was controlled by residents of the United.States. In fhis 6asé,,
data are avilable for only eight out of twelve product grdupé. Iﬁ>one of these
groups (automobileé and parts) data are given on1& from=1954 to\1958. Over the
period from 1954 to 1967, residents of the U.S. increased their qontrdl in textiles,
transportation, equipment, electrical apparatus, and chemioalsa,

In 1967 residents of the U.S. controlled 67 per cent of,ﬁhe electrical
apparatué group, and 61 per cent of the chemicals groﬁp. - Data for five groups .
are not available for that year. In one of these, automobiles and partis, residents

of the U.S. increased their control from 95 per cent in 1954 to 97 per cent in

1958, | ) L

Table CD-LL shows the percentage of capital employed in manufécturing‘
groups which was controlled by residents of countries abroad other than the ﬂnifed
States. These data are available for only eight out of the twelyé groups, and in
the case of automobiles and parts only for some yéars° Over the périod from 1954 -
to i967, residents of other coﬁntriés abroad increased their proporﬁign.of Control_
in transportation equipment, in iron and steel millsi and ih‘ofhe? manufacturing.

In pulp and paper their pércentage in 1967 was the same as it had been in 1954

although it changed frequently between these years.

Of the product groups for which data'are available, residents of other

foreigﬁ countries registered their highest level of control in 196? in transporta-

tion equipment, at 28 per cent.

@
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Petroleum and Natural Gas

Table CD-45 gives the estimated book value and percentage distributidn_
of ceapital employed in the petroleum and natural gas industry, by area of control,
from 1960 té 1967.

In 1967, the estimated book value of capital eﬁployed in the petroleum
and natural gas industry amounted to $9.7 billion. Of this, Canadian-controlled
enterprises accounted for $2.6 5illion and enterpriées controlled elsewhere
accounted for $7.2 billion. Of the Canadian-controlled cépifal, $0.3 billion
was attributable to government enterprises and $2.3 billion to privéte enter~
‘ prises. Of the capital controlled elsewhgre, $5.8 billion was attribufable to.
U.S.- controlled enterprises and $1.4 billion to those controlléd in other COun"criesu

In 1960, .27 per cent of capital employed in thé*petroleum and natural:g;s
industry was under Canadian control. By 1967 this proportion had decreased to.
26 per. cent. This decrease of one percentage point was due fo a decrease in.the
share controlled by Canadian private enterprises from. 25 per cént to 23 per ¢ent,
partly offset by an increase in the share controlled by government enterprises
from 2 per cent to 3 per cent.

Non-resident control of the petroleum and natural gas'industry rose from -
7% per cent in 1960 to 74 per cent in 1967. This increase‘was aue to‘an increasé
in control by countries other than the U.S. from 9 per cent pf‘capital employed in
1960 to 14 per cent in 1967, partially offset by a decrease in’U.S. control ffom

64 per cent to 60 per cent.

Mining and Smelting

| Teble CD-46 gives the estimated book value-and percenﬁage distribution
of capital employed in the other mining and smelting group, by.oountronf cOntfol,
for the years 1960 to 1967. |

| - In 1967‘the book value of capital empioyed in other mining and smelting
amounted to $5.2 billion, of which $1.8 billion was in Canadiah—contfolled\enterprisss
and 3.4 billion in enterprises controlled elsewhere, Of thenCanadian~contrblled
portion,.$O,1 billion was in goverﬁment enterprises and 31.7 billion iﬁ private
enﬁsrpriées, Of the capital controlled elsewhere, the U.S. controlled $2.9.bi1iion
and all other countries controlled $0.5 biliion. : |

Residents of.Canada controlled 39 per cent of éapifal employed in the

: minihg and smelting industry in 1960, and thié‘had deqreaséd to 35 per cent in
ﬁ967, after gping up to 42 per cent in 1962. The decline from 39 per cenf to 35

per cent was caused by a decrease in the share of gbvernmeht—qbntrolledﬂenterf
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prises from 2 per cent to 1 per cent and a decrease in the share of private
enterprises from 37 per cent to 34 per cent.

Non—residents controlled 61 per cent of the capital employed’in'tne
mining and smelting industry in 1960, end this increased to 65 per cent by 1967.
Most of the increase was due to a rise in the U.S. percentage of control from 53
per cent to 56 per cent. Other countries increased their share of control from
8 per cent to 9 per cent. :
Railwszs |

Table CD-47 gives the estimated book value and percentage'distributien
of capital employed in railways, by country of centroi, for the years from 1960
to 1967, |

In 1967 the book ralue of capitai employed in railways,amounted to §5.5
billion, of which $5.4 billion was under Canadian control. Non-residents con-
trolled $0.1 billion. Of the Canadian-controlled capitai,_government enterprises
were using $3.9 billion and private enterprises 31.5.billion,;{The capital under
non—resident control was $0.1 billion, all of whieh was under U,S.'controi.

Canadianscontrolled 98 per cent of the-capital employed.in railways
throughout the period. However, the mix between private and public enterprise
changed considerably. In 1960, government enterprises used 68 per cent and private
enterprises 30 per cent.. By 1967, government enterprises used 71 per cent and
private enterprises 27 per cent.

The proportion controlled from the U.S. was constant throughout the period_
at 2 per cent.

Other Utilities

Table CD-48 gives the estimated book Value‘and.percentage distribution of
capital employed in other utilities (utilities othér than railroads), by country -
of control, for the years from 1960 to 1967.

InD67 the book valueof mpital employed in other utilities-.amounted to $16.2

billion, of which Canadians controlled $15f4 billion and nonfresidents.controlled
$0.8 billion. Of the Canadian~controlled capital, $11.4 biliion wes in govern-

ment enterprises and $4.0 billion in private enterprises. Of the capital centrolled~
elsewhere, $0.7 billion was controlled from the U.8. and ﬁO.i7billion'from other ‘
countries. | -

Canadian residents controlled>95 per'cent_of capital employed in other

~

utilities in both 1960 and 1967. - The mix between public and private enterprises
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was 671 per cent pﬁblic and 34 per cent private in 1960; 70 per cent public and
25 per cent private in 1967.
The U.S. was responsible for all of the foreign-controlled proportion in

1967, with 5 per cent. In 1960, the foreign-controlled share was also 5 per cent

but in that year the U.S. controlled only 4 per cent.

v . Merchandising and Construction

Table .CD-49 shows the estimated bookivalué and percentage distribution of
capital employed in merchandisiﬁgand construction, by country of control, for the
‘years from 1960 to 1967.

In 1967, the book value of-capital employed in merchandising and construc—
tion amounted tovﬁ14.4 billion, of which $12.8 pillion was‘under Canadian control
and.$1.7 billion under non-resident control. Of the capitél under Cana&ian
control, $0.1 billion was in government enterpfises and $12.7 billion in private
enterprises, Of the capital under non-resident control, U.S.'residents controlled

$1.0 billion and residents of other countries controlled $0.7 billion.

Canadians controlled 89 per cent of capifal employed in merchandising
and construcfion in both 1960 and 196?, Throughout the period, one per cent was
in government enterprises and either 88 or 87 per cent in private enterprises.
Non-residents controlled 11 per cent in 1960 and 1967. This was hade up of 7 per

cent under U.S. control and 4 per cent under other control.

l/_ -The Canadian Balance of International Payments, 1960 and International
Investment Position, DBS, Ottawa, March 1962, page 62.

. 2/ Since the final text of this working paper was determined, Statistics
Canada have published data on control of selected manufacturing
S industries up to 1969 which would update Tables CD-41 to CD-4k4. See
Statistics Canada Daily, October 16, 1973, page 4.

1Y
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XVI. DIVIDEND PAYMENTS, BY INDUSTRY AND PRODUCT

Dividends were discussed in Chaptér IX, with special refefence
to their geographical distribution. The type of indﬁstry in which they were
earned will now be examined.

Table CD-25Ashows dividend payments on direct investment in.Canada
by non-residents, by industrial group, biennially from 1958 to 1966.

Dividend payments on direct investment in manufacturihg were larger
than for any other industrial group in 1966. They were $303 million com-
pared with %161AmillionAin 1958, Payments from direct investmént in mining
and smelting were $116 million in 1966 compared with $70 million iﬁ-1958. “
Over the same period, dividend.payménts from petroleum and natural gas )
| increased to $86 million from $38 million. Smaller payments were made from

merchandising, finance, utilities and other enterprises. Payments from

these groups totalled $73 million in 1966 compared with $61 million in 1958.

Table XVI-1 below shows the percentage distribution'of>dividend
payments, by industfial group from which they came, in 1958 and 1966.
TABLE XVI-1

PERCENTAGE DISTRIBUTION OF DIVIDEND PAYMENTS TO ALL COUNTRIES
FROM DIRECT INVESTMENT IN CANADA, BY INDUSTRIAL GROUP,

' | 1958 AND 1966 o
(per cent)

Industrial group A 1958 1966
Petroleum 11.5 14,9
Other mining and smelting 21.2 20.1
Manufacturing 48.9 52.3
Merchandising 8.2 5.2
Financial 4.8 4.0
Utilities 2.k 1.2
Other enterprises 3.0 2.%
Total 100.0 100.0

Source: Calculated from Table CD-25

In 1966, 5273 per cent of dividend péyments were from manufacturing,
Y . .. 20.1 per cent from mining and smelting, and 14;9>'per cent from-petrpleum.
The 87.3 per cent of dividends which céme-from these three_groﬁps in:1966
" showed increased concentration éince 1958, when they were 81.6 ?ér cent..

Table CD-26 gives a finer breakdown of the dividend payménté_on direct

investment in Canadian manufacturing. It gives figures for nine product
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groups biennially from 1958 to 1966. Table XVI-2 below shows the percentage
distribution in 1958 and in 1966.
TABLE XVI-2

PERCENTAGE DISTRIBUTION OF DIVIDEND PAYMENTS TO ALL COUNTRIES FROM DIRECT
INVESTMENT IN CANADIAN MANUFACTURING, BY PRODUCT GROUP,
1958 AND 1966.

’

(per cent)

Product group 1958 1966

Vegetable products - 11.9 10.3
Animal products 1.9 1.0
Textiles 1.9 1.0
Wood and paper products 12.5 9.9
Iron and ites products 7.4 Lg,3
Non-ferrous metals ‘ ~ ' 13.1 12.9
Non-metallic minerals 2.5 1.7
Chemicals and allied products 16.3 15.2
Miscellaneous manufacturing 2.5 1.7
Total manufacturing 100.0 100.0

Source: Calculated f?om Téble CD-26

In 1966 dividend payments from the iron and products group wefe
$140 million (46.3 per cent); from the chemical and allied products group
@46 million (15.2 per cent); and from the non-ferrous metals éroup $39 miliion'
(12.9 per éent)g Thus, these three groups érovided 7h.4 per cent of all the
dividends from manufacturing in 1966, cdmpared with 66.8 per cent in 1958.

Dividend payments from the wood and paper products group were
$30 million in 1966 (9.9 per cent) and from the vegetable products gfoup,k ,
431 million (10.3 per cent). Payments from the non-metallic minerals, textiles,
miscellaneous manufacturing, and animal products gfoups were small in 1966,
the total being $16 million (5.4 per cent). The only group to increase its
percentage from 1950 to 1966 was iron and its products.

A breakdown by industrial group of dividend payments from direct h
investment is available in the case of paymeﬁts to the Uhited‘sﬁates~for \
earlier years than in the case of payments to all areas. Table CD-27 shows -
them for selected yéars from 1946 td 1966, Table XVI-3 below'giVes the perceﬁt—

age distribution at the end of 1958 and at the end of 1966.
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TABLE XVI-3

PERCENTAGE DISTRIBUTION OF DIVIDEND PAYMENTS TO THE UNITED STATES
FROM DIRECT INVESTMENT IN CANADA, BY INDUSTRIAL GROUP,
1958 AND 1966 ‘

(per cent)

Industrial group 1958 1966
Petroleum and natural gas 13.0 15.7
Mining and smelting 23.5 22.5
Manufacturing 48.1 53,4
Merchandising 7.2 2e5
Financial L1 2.5
Utilities 1.0 1.3
Other enterprises " 3.1 2.1

Total 100.0 100.0

69.8 per cent in 1958,

Source: Calculated from Table CD-27

In 1966, more than half of all dividend payments.to the United
States from direct investment in Canada came from manufacturing. This was
$275 million (53.4 per cent) compared with $71 million (48.1 per cent) in 1946,
Dividend payments going to the ﬁhited Stafes in 1966 from direcf‘investment
in mining and smelting were $116 million (22.5 pefAcent),iand from petroleum
and natural gas, $81 million (15.7 per cent). Dividend payments in 1966
from those three.industries represented 91.6 per cent of all'dividend.payments
going to the United States from direct investment in Canada, cémpared with-
84.6 per cent in 1958,

Dividend payments'to thé United States in 1966 from direct iﬁves%ment
in all other industries were $44 million, or 8.4 per cent. In 1946, the
total was $16 million, or 15.4 per cent. o

Dividend payments on direct investment by the United States in

Canadian manufacturing are further broken down by product group. . Table CD-28

gives a breakdown into nine product groups for selected years;from 1946 to

1966, Table XVI-4 below gives the percentage distribution for 1958 and 1966.

In 1966, dividend payments to the United States from direct investment
in Canada in iron and products were $134 million (48.7 per cent); from
chemicals and allied products they were $41 million (14.9 per cent); and from
non-ferrous metals $37 million (13.5 per cent). These three prqdﬁcﬁ g:éups
in 1966 were the soufce of 77.1 per cent of the dividends from direct invesfment

in manufacturing which went to the United States from Canada, an increase from
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TABLE XVI-4

PERCENTAGE DISTRIBUTION OF DIVIDEND PAYMENTS TO THE UNITED STATES
FROM DIRECT INVESTMENT IN CANADIAN MANUFACTURING, BY PRODUCT GROUP,
1958 AND 1966

(per cent)
Product group 1958 1966
Vegetable products 10.6 8.8
Animal products 2.1 0.7
Textiles ‘ . L.b 0.7
Wood and paper products . : 10.5 9.1
Iron and products . 4o.9 48,7
§ Non-~ferrous metals 14.8 13.5
Non-metallic minerals 2.8 1.8
Chemicals and allied products k.1 1k,9
Miscellaneous manufacturing 2.8 . 1.8
Total manufacturing 100.0 100.0

Source: Calculated from Table CD-28
Dividend payments in the remaining six produét groups were $63 million
in 1966, and made up 22.9 per cent of dividends from manufacturing.
Table CD-29 shows dividend payments on direct investment in Canada
by the United Kingdom, by industrial group, biennially from 1958 to 1966.
Table XVI-5 below shows the percentage distribution in 1958 and in 1966.
TABLE XVI-5 | |
PERCENTAGE DISTRIBUTIDN OF DIVIDEND PAYMENTS TO THE UNIT'ED KINGDOM
FROM DIRECT INVESTMENT IN CANADA, BY INDUSTRIAL GROUP,
' 1958 AND 1966

(per cent)

Industrial group T 1958 1966

Petroleum and natural gas - -
Mining and smelting - - -
50.0

Manufacturing 69.2
Merchandising : 23,1 36.6
Financial 77 - 11.2
Utilities - ~
Other enterprises ; - _ 2.2
Total . 100.0 100.0
A ’ .
Source: Calculated from Table CD-29 _
- . \ In 1966, dividend payments to the United Kingdom from direct invest-

| ment in manufacturing wére as large as those from all other industrial

|
: , A ‘
| groups combined. They were $22 million out of total payments of $lik million.

y This compared with $18 million from manufacturing in 1958. From merchéndising,
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dividend payments were $17 million in 1966 compared with $6 million in
1958. Table XVI-5 above shows that 86.6 per cent of the dividends came
from manufacturing and merchandising in 1966, down from 92.3 per cent in
1958. Dividend payments on direct.investmeht in all other industries

in 1966 were $6 million compared with $2 million in 1958,

Table CD-30 shows dividend payments to the United Kingdom from

‘direct investment in Canadian manufacturing, by product group, biennially

froﬁ 1958 to 1966.

In 1966, dividend payments to the United Kingdom from direct invest-
ment in vegetable products were $7 million; from chemicals and allied producﬁs
they were $5 million; and from wood and paper products $5 million._‘Dividend.
payments from direct investment in the other six manufacturing product groups
amounted to $4 million in 1966.

Table CD-31 shows dividend payments to countries bther than the
United States and United Kingdom' from direct investment in Caﬁada, by
industrial group, biennially from 1958 to 1966.

Dividend payments from direct inveétment in manufacturing to countriés
other than the United States and United Kingdom were $#6 million in 1966 com-

pared with $2 million in 1958. Dividend payments from finance were also

"$6 million in 1966 compared with $2 million in 1958. Payments from petroleum

and natural gas were $5 million in 1966. In 1958 the total was small and
not published separately. Payments from the remaining groups were $3 million
in 1966, compared with $6 million in 1958.

Table .CD-32 shows dividend payments to countries other than %he
United States and the United Kingdom from direct investmént in Canadian -
manufacturing, by product groups biennially from 1958 to 1966. In 1966,
dividends to countries other than the United States and the United Kingdom
from diréct investment in iron and products were $5 million, aﬁd from

chemicals and allied products $1 million.
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XVII. CAPITAL FLOWS, BY INDUSTRY

There is no industrial breakdown of total capital flows into
Canada from all countries for difect investment. However, in the case of
capital flows from the United States two series are available by industry.
One is for net capitai inflows and another for net capital mo&ements.

Net movements of capital from the United States for all purposes

defined as direct investment are usually greater than net capital inflow.

"As well as mbvements of capital from the controlling interésts, they

include new issues, retirements, borrowing, investment abroad, and other
items which affect the total value of inveétment iﬁ.Canada-bj U.S. residents
in U.S.-controlled enterprises.

Table CD-34 shows the annual net capital inflow from controiling
interests in the U.S. for direct investment in‘Canada, by industrial group
from 1952 to 1968. This is a breakdown of column (2) of Table CD-33.

In ﬂhe seventeen years covered'by the table; net capital inflow
for direct investment in Canada by the United States totalled $6,533 million.
Approximately 85 per cent of the total went to three industrial groups:
petroleum and natural gas; mining and smelting; and manufacturing.. Of the
total, $2,567 millioﬁ or 39.% per cent was in petroleum and natural gas;
$1,526 million or 23.L4 per cent was in mining; aﬁd $1,479 million or
22.6 per cent was in manufacturing. |

In petroleum and natural gas the inflow was $177 million in 1952.
It fell slightly the followihg year and then rose to a peak of $237 million
in 1957. In 1958 the flow reached $201 million but.fluctuated d0wnWard to
$60 millioﬁ in 1964. By 1968 it had increased to a level ofAﬂlBl million.

In mining and smelting the inflow waé $95 million in.l952. It rose
to $106 million in 1953 but fell to $53 million in 1955. Over fhe next five
years it continued to rise and reached a peak of $196 million i# i960.
Following fluctuations in 1961 and 1962, theAinflow fell sharply to $11 million

in 1964. In 1968 it was $63 million.

In manufacturing, net capital inflows in 1952 and 1953 were -

. $48 million. They fell to $23 million in 1954, rose to $99 million in 1956,

fluctuated downwards to $28 million in 1962 and rose again to $253 million

©in 1966. By 1968 they had decreased to $115 million.
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‘Net capital inflows in the remaining industry groups were smaller,
In pulp and paper, they ranged between $87 million and minus $16 million,
fluctuaéing considerably. In finance they ranged between $38 million and
gigg§_$6-milliong in utilities between $22 million and minus #8 million;
in merchandising between $37 million and minus $2d million; aﬁd in ’
miscellaneous enterprises Between $55 million and giggg_ﬁll million.

Table CD-36 gives a breakdown of net movements of capital from the
United States, by industrial group, from 1952 to 1968.

In the period ofAsevenfeen years covered, net capital movements for
direct investment in.Canada by the United States totalled $8,613 million.
More than 76 per cent of.the total was directed into petréleﬁm and_naturai
gas; other mining and smelting; and manufacturing.

Net capitél movements to all industries amounted to $458 million
in 1952, and reached a peak of $344 million in 1966. By 1968 the total had
decreased to $591 million. |

In petroleum and natural gas, ne£ capital movements ranged between
a high of $367 million and a low.of $23 million during the period. The
heaviest movements occurred in the 1950‘5. |

In other mining and smelting, net capital movements ranged between

- a high of $220 million and a low of $24 million in the period from 1952 to

1968. 1In this case the heaviest movements of capital occurred in the late.
1950's and early 1960's. Heavy movements were againAregistered.ins1966, 1967
and 1968. | N

_ Net capital mo&ements into the manufacturiﬁg industry in the period.
from 1952 to 1968 ranged from a high of $222 million to.a low of §2 million
with the heaviest movements occurring in the late.l950's and between 1965
and 1967. | .

In the pulp and paper industry, net capital movéments_from.;952 to
1968 were relatively small and erratic at first; with substantiai‘inflows
from 1965 to 1967. They ranged between a high of $129 million and a low of
minus $15 million. "

_Over.the‘period from 1952 to 1968, net.capital movements to the
financial industries ranged between a high of.$147 million and a_iow of

. $18 million. There was a period of heavy movements in the early 1960'8.

i
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Net movements of éapital in the utilities group and in- the
merchandising grouﬁ_were relatively small and erratic from 1952 to 1968.
In the utilities group they ranged between a high of $19 million and a low
of minus $5 million. In the merchandising group they ranged between
$3h ﬁillion and minus $18 million.

In the miscellaneous manufacturing group, they ranged between

$59 million and minus $12 million.
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XVIII. SOME EFFECTS ON THE BALANCE OF PAYMENTS

Barlier chapters have dealt with the flows of several types
of funds which enter into the balance of payments. .These include ngt
capital inflow, and dividends and interest paid abroad. In order to
give some perspective to the flow of these and related funds, they have
been cumulated from 1946 to 1972 in Table CD-50. ’

From 1946 to 1968, controlling or affiliated interesté.and port-
folio iﬁvestors in the country of control earned $17,282 million from
direct investment in Canada. This inqluded certain amounts which the
Canadién enterprises under control had ﬁhemselves‘earned from investments

outside Canada. Out of their earnings, controlling interests and port-

folio investors in the country of control received $8,13%6 million in interest

"and dividends.

The book value of their in#estment'increased by $19,821 million
during thé period. Contributing to this increase were $8,315 million of
retained earnings, $9,577 million of capital brought in by controliing or
affiliated interests, and $1,929 million attribﬁted to oﬁher faCtoré.

The large amount of earnings retained in Canada fér direct‘invest-
ment is one of the highlights of Table CD-50. Such earnings are an
important source of corporate financing and have Been a significant.factor
in the rapid growth of the equity of non—residents‘in Canada. "In the period
from. 1946 to 1968, L42.0 per cent of the increase in book value of direct
investment in Canada was due to undistributed earningso

It would have been interesting to compare the total movements of
funds inwards and putwards, but the data base for net capital inflow differs
from that for dividends and interest paid abroad. Net capital inflow relates
only to controlling or affiliated interests, while dividends and interest
include payments of dividends both to controlling or affiliated intérests
aﬁd to portfolio investors in the countries of contr01, 'Daté for ﬁet
capital movements from all residents in the coﬁntries of control are not
available on.a world-wide basis.

In the case of direct investment in Canada by thé United States, data

are available for net bapital movements to controlled enterprises, whether or
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not the capital is owned by the controliing interests. Consequently,

inward capital movements can in this case be meanihgfully related to outgoing
current payments. )

Table XV-1 below rélates capital movements from the United States to
payments of interest and diﬁidends to that country, to provide an estimate of
the annual net contribution to the Canadian balance of payments from these
two fypes of transaction. It also gives the annual rate of gro&th of the

book value of U.S. direct investment

TABLE XVIII-1

BALANCE OF PAYMENTS EFFECT OF U.S. DIRECT INVESTMENT IN CANADA,
AND ANNUAL RATE OF GROWTH OF THE BOOK VALUE OF SUCH
INVESTMENT 1946 - 1967

‘A minus (-) indicates an outflow from -Canada.

Year| Net capital Payments of | Contribution to | Annual rate of
movements from|interest and | Canadian balance | growth of book
the U.S. dividends to | of payments value of U.S.
the U.S. ) - @» direct investment
(millions of (millions of | (millions of (per cent)
dollars) dollars) dollars)
(L (2) (3) (&)

1 1046 -5 134 -139 5ol
1947 23 . 170 -147 k.9
1948 81 162 - 81 10.2°
1949 101 216 -115 10.3
1950 219 292 - 73 10,7
1951 310 258 52 13.7
1952 458 21k P 16.3
1953 35k 197 157 14,9
1954 341 205 136 1l.2
1955 380 2Lz 137 12.5
1956 73l 280 L5k 13.5
1957 6Ll 307 337 14.6
1958 486 303 183 6.8
1959 537 320 217 9.6
1960 538 280 258 6.k
1961 623 350 273 7.0 -
1962 b5 352 93 6. b
1963 272 372 -100 6.5
1964 122 485 -363 l.b
1965 658 Los 163. 8.5
1966 8Ll 523 321 . 10.7
1967 586 563 23 9.2
1968 591 518 73 8.9°

Source: Col. (1) from Table CD-35, col. (5)
Col. (2) from Table CD-22, col. (2)
Col. (4) calculated from Table CD—4, col.

From 1946 to 1950, more money was leaving Canada for the U.S. in

dividends and interest than was coming in as net'capital movements from
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the U.S. Over these five years, there was an aggregate adverse balance ol
$555 million., During this period the annual growth rate for U;S. difect
investment was less than 11 per cent. It approximated 5 per cent in 1946,
and 1947, in which years fairiy large negative effects were obserﬁea.. It was
between 10 and 11 per cent for the next three years, during which the adverse
balance became smaller.

From 1951 to 1962, favourable effects on the balance of payments
were observed. "These rose to a peak of #454 million in 1956, then declined
irregulafly to $93 million in 1962, Over these twelve yéars,‘there was a
total contribution of $2,541 million to the balance of paymeﬁts. For the
years up to 1957, when the contribution was below the 1956 peak but still
substantiél, the‘annual growth fate of U.S. direct investment was above
11 per cent, ranging from 11.2-per cent to 16.3 per cent. ~During ﬁhe last
five years of below-peak contributions, the growth rate fangéd from 6.4 to
9.6 per cent. |

o In 1963 and 1964, the contribution was again negative, the gdverse
effect being $100 million in 1963 and $363 million in 1964. Annual growth
of U.S. direct investment was 6.5 per cent in 1963, and 1.4 pér cent in 196h.
Thus, the lowest growth rate observed over the period coincided wgth the
largest adverse effect on the balance of payments.

From 1965 to 1968, favourable effects on the balance of payménts
Were again observed. From $163 million in 1965, the. contribution rose to
$321 million in 1966, and dropped to $23 million in 1967. Thé annual growth
of U.S. direct investment in this period ranged ffom~8.5 per cent to 10.7
per cente. |

Interest and dividends rose fairly steadily ovef the twenty-two
year period. It was the net capital movements which fluctuated widély,
and made for fluctuations in the net effect.

" As was to be expécted, the balance Qf.payménts was most helped
insofar as the componentsvcovered bj this Chaptef»are cbncefned, when foreign
direct inﬁestmeﬁt.was increasing briskly.

TablevCDh5l shows selected Cumulative‘series related to-direct;
investmenﬁ in Canada by United States‘residents,.ffom 1946 to 1972; It shdws

cumulative figures for net capital movements and for its two components of




net capital inflow and other capital movements. It also shows undistributed
earnings and other factors; net increase in book value; éqd dividends énd
interest paid abroad. All of the.series are complete up to 1968 and some
are complete to later years.

A comparison of Table CD-50 and CD-51 shows that, from 1946 to 1968,
residents of the U.S. accounted for 75,7'pef cent of the cumulative net
capital inflow from all countries, 89.0 per cent of cumulative interest and
dividends, and 81.8 per‘cent of cumulative increase in book value.

From 1946 to 1968 the cumulative net increase in book value of
direct investment by residents of the United States was $l6;206 million.

Two of the contributors to the increase were a net capital inflow of
$7?252 million and other éapital movements of $2,090 million, giving total
net capital movements of $9,3ﬁ2 million.

During the same period, $7,239 million was paid out in interest
and dividends. This waé.ﬁB,lO} million less than the cumulative ﬁet capital
movements of $9,342 million. Thus, the balance of payments benefitted by
$2,103 million from these two capital-related transactions.

At the end of 1945 (beginning of 1946), the book value of U.S. direct
investment in Canada was $2,304 million. At the end of 1968, it was
$18,510 million. This increase of $16,206 million accompanied the net
contribution to the balance of payments of $2,103 million mentioned.above;

&n attempt will now be made to estimate the direct effects on the
Canadian balance of payments of U.S. direcf investment in various industry
groups, by relating net capital movements to payments of divideﬁds. Data are
available by industrial group for six years only. . Data on interest and

dividends are not available by industry group, but the difference caused by

-omitting interest is small, as will be seen shortly in the discussion of

Table XVIII-3,
When the data for individual industrial groups are presented separately

later in this chapter,-eéch table will associate the effects on the balance of

. payments with the annual percentage increase in the book value .of U.S. direct

investment in the field concerned.

Table XVIII-2 shows, for six selected years from 1953 to 1966, net

" capital movements from the U.S. into seven industrial groups; the equivalent
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TABLE XVIIT-2

DIFFERENCE BETWEEN ANNUAL NET CAPITAL MOVEMENTS FOR DIRECT INVESTMENT IN
CANADA BY THE UNITED STATES AND DIVIDEND PAYMENTS TO THE UNITED
STATES ON THIS DIRECT INVESTMENT, BY INDUSTRIAL GROUP,
SELECTED YEARS 1953—1966

(millions of dellars)

Industrial group 1953 | 1958 1960 | 1962 | 1964 | 1966
Total

Net capital movements 254 L6 5328 Lh5 122 _ 8Ll

Dividend payments - 183 293 272 345 L79 515

Difference _ 171 193 . 266 100 -357 329

Pefroleum and natural gas

Net capital movements 185 248 148 '.155' 1 23 225
Dividend payments 18 383 52 72 79 _81
Difference ~ 167 210 6. 83 -5 Tk
| Other mining and smelting
Net capital movements 104 126 | 220 127 | e 136
Dividend payments , 29 69 41 o531 108 116
Difference ' 75 57 179 2 32 20
’ Manufacturing
‘Net capital movements L6 78 72 ‘ 23 -8 330
: » Dividend payments 100 141 142 181 . 248 275
s ' Difference I -6h -63 -70 - =158 -256 55
Merchandising
¥ - " : . .

Net capital movements 5 -2 -1 3l =18 27
Dividend payments . es 21 8 15 13 13
Difference .. -2 |- -2 | 1 3L | 1k

Financing
Net capital movements 18 35  ‘ 95 .lO2A_ oz 72
Dividend payments .. o} 12 14 13 9 - 13
Difference .. 23 81 39 22 59

Utilities
Net capital movements -5 1 .o=2 7 19 17
Dividend payments 6 3 6 1 5 7
Difference - -11 -2 -8 E L 10

Other Enterprises -

Net cépital movements -1 - 9 -3 -1 37
Dividend payments m 9 -9 7 18 11
Difference e -9 -

-10 -19 26

Totals may not add due to founding.
... Not available.:

Source: Data on net capital movements taken from Table CD 36
Date on dividend payments taken from Table CD-27.
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outward movements of dividends;

and the difference.

The differences

shown for the total of the group are bigger than the centributions to the

Canadian balance of payments shown in Table XVIII-~1l. This is because

interest is omitted from the outgoing payments in Table XVIII-2.

Table XVIII-3 illustrates this.

TABLE XVIII-3

COMPARISON OF CONTRIBUTION TO CANADIAN BALANCE OF PAYMENTS
FROM SELECTED TRANSACTIONS WITH THE U.S. AS SHOWN IN
TABLES XVIII-1 AND XVIII-2

(millions of dollars)

i Contribution to Canadian bélanoe of payments

Year Table XVIII-1 Table XVIII-2 Difference (impﬁted

, ; interest) (2) - . (1)
(1) (2) (3)
1953 157 171 14
1958 183 193 10"
1960 258 266 : 8
1962 93 100 2
1964 ~363 =357 6
1966 © 321 329 8

The tables for individual industrial groups which follow relate to
Table XVIII-2 rather than to Table XVIII-1.

Table XVIII-4 below giﬁes the effects on the balance of payments for

the pétroleum and natural gas industries.

TABLE XVIII-4

EFFECT ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTIONS RELATED TO
U.S. DIRECT INVESTMENT IN THE PETROLEUM AND NATURAL GAS

INDUSTRIES, SELECTED YEARS FROM 1953 TO 1966

Year

1953
1958
1960
1962
1964

Net capital
movements

from the U.Sq

Dividend payments
to the U.S.

Contribution to the
“Canadian balance of
payments (1) - (2)

Annual growth
rate of U.S.

.direct investment

| 1966

(millions of (millions of (millions of (per cent)
dollars) dollars) dollars) :

™) 2) (3) @)

185" 18 k 167 oo

248 38 210 9.2,

148 52 96 L, 7=

155 72 83 7.1

23 79 -56 0.9

225 81 1 1.2

Not available

1/ Change in the nature of the series may have made this figure unreliable.
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In the petroleum and natural gas indﬁstries net cépital
movements from the U.S. were larger than dividend payments to that country
in five out of the six years for which data are available. Reliable
date on‘the annual growth of the book value of U.S. direct investment in
the industry are available for only four of the six years selected. They
show positive contributions associated with growth rates ranging from 7.1
to 11.2 per cent, and a drain on the balance with a growth rate of
0.9 per ceﬁt. |

TABLE XVIII-5

FEFFECT ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTION RELATED TO U.S.
DIRECT INVESTMENT IN THE CANADIAN MINING AND -SMELTING .INDUSTRIES,
SELECTED YEARS FROM 1953 TO 1966

Year|Net capital movements|Dividend payments|Contribution to Annual growth

from the U.S. to the U.S. Canadian balancejrate of U.S.

‘ ‘ of payments direct
(1) - (2) investment
(millions of dollars)|(millions of (millions of (per cent)
' dollars) dollars) :
&Y) (2) (3) D)

1953 104 | 29 R 732.0
1958 126 69 . 57 6.1
1960 220 by 179 17.6
1962 127 53 -7k 9.9
1964 76 108 _ -32 6.2
19661 136 116 : ‘ 20 12.4

.. Not available
Table XVITI-5 shows that in the mining and smeltihg industries,
net capital movements from the U.S. fluctuated, and were larger than
dividend payments to that country in five of the years observed. The
céntribution to the balance of payments fluctuated widely when positive, and
there was a net drain in 1964, The net drain was caused, partly because
net capital movements were substantially lower than in the other yeérs

observed, and partly because dividend payments were greater, as earlier

investment became productive.

" Table XVIII-6 shows that in the manufacturing industries, in five Qf
the six yéars for which data are available, dividend payments to ﬁhe U.S.
exceeded net capital movements from that country. There was thus a drain on
the balance of payments in each of these years. Between 1958 and 1964, the

adverse effect on the balance of payments became larger in each successive




- 77 -

biennial period, increasing from an adverse balance of $63 million in 1958
to an adverse balance of $256 million in 1964, Nét capital movements in
this period were not large on any of the observed dates and they decreased
from 1958 until there was a net withdrawal of capital in 1964, Meanwhile,
dividend payments increased steadily.

TABLE XVIII-6

EFFECT ON CANADTAN BALANCE OF PAYMENTS OF TRANSACTIONS RELATED TO U.S.
DIRECT INVESTMENT IN THE CANADIAN MANUFACTURING INDUSTRIES,
SELECTED YEARS FROM 1953 TO 1966

Year | Net capital movements| Dividend payments|Contribution to [Annual growth
from the U.S. to the U.S. Canadian balance|rate of U.S.

of payments direct
(1) - (2) investment
(millions of (millions of (millions of (per cent)
dollars) dollars) dollars)
(1) (2) () (%)
1953 L6 110 -6h -6.6
1958 728 o1k -63 - 6.0
1960 72 S 1k2 -70 6.1
1962 23 181 -158 3.7
1964 -8 2kh8 -256 6.3
1966 230 275 55 9.8

" In 1966, however, net capital movements of $330 million reversed

the trend, resulting in a net contribution to the balance of payments of

#55 million.

TABLE XVIII-7

EFFECT ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTIONS RELATED TO U.S.
DIRECT INVESTMENT IN THE CANADIAN MERCHANDISING INDUSTRIES,
SELECTED YEARS FROM 1953 TO 1966

Year | Net capital movements |Dividend payments|Contribution to [Annual growfh
from the U.S. to the U.S. Canadian balance |rate of U.S.

27

of payments direct
) - (2) investment -
(millions of (millions of (millions of (per cent)
dollars) : dollars) : dollars)
(1) (2) : 3) (4)
‘ |
1953 5 .. .. ~1.6
1958 -2 21 -23 8.3
1960- -4 8 -12 -0.8 |
1962 3h - 15 19 8.7 |
1964 -18 13 -31 6.1
1966 13 b 9.1

Not available
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© In the merchandising industries, as Tablé XVIII-7 shows, nétr
capital movements fluctuated between an inflow of $34 million and aﬁ outflow
of $18 million. vDividend payments also fluctuated, with some downward
trend.. The balance of payments effect was négative in three:of the five years
for which data are available. bne négativé effect was accompanied by a

decrease in the total of direct investment, but the other two were accompanied

-
2

by annual increases of 6.1 per cent or more.

TABLE XVITI-8

EFFECT ON CANADIAN BAIANCE OF PAYMENTS OF TRANSACTIONS RELATED TO U.S.
DIRECT INVESTMENT IN THE CANADIAN FINANCIAL INDUSTRIES,
SELECTED YEARS FROM 1953 TO-1966

Year | Net capital Dividend payments | Contribution to | Annual growth
: movements from | to the U.S. . " | Canadian balance| rate of U.S.
the U.S. of payments direct.
) 1) - (2 - ‘investment
(millions of (millions of (millions of (per cent)
dollars) dollars) dollars) :
) a . G) )
1953 18 oo .o 20.1
1958 35 12 . 23 : L.3
1960 95 14 81 13,7
1962 102 1 13 - 89 - «9.91/
1964 31 9 22 A - =26.3~
1966 72 13 » 59 12.8

.o Not available
l/ Change in statistical series makes thié figure a doubtful indicator.
In the financial industries, as Table XV—8'Showé, net:capital

movements from the U.S. were.larger than divideﬁd payménts going fo that
country in the five years for which data.arevavailable° As a result
thefe was a positive contribution to the Baiance of payments each yéér,
Net capital movements rose from $18 million in 1953 to $102 million in
1962,‘fe11 back to $31 million by 1964, and increased to $72 @illion

in 1966.

i

‘In the utilities industries net capitéi movements were'small,.as
Table XVIIT-O shows. They fanged from an inflow of ﬁlé million to an outflow
of #5 million. Dividendsvwere relafiVely small, betWeen ﬁB\million‘and
$7 million. The contribution to the balance of paymeﬁts was negafive in

three of the years for which data are available.

4
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TABLE XVIII-9

EFFECT ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTIONS RELATED TO U.S.
DIRECT INVESTMENT IN THE CANADIAN UTILITIES INDUSTRIES,
SELECTED YEARS FROM 1953 to 1966

Year | Net capital Dividend payments| Contribution to | Annual growth
movements from|to the U.S. Canadian balance | rate of U.S.
the U.S. of payments . direct

(1) - (2) investment
(millions of (millions of “(millions of (per cent)
dollars) dollars) .dollars) '
(1) (2) (3) &)

1953 -5 6 -11 §=-22.0

1958 -1 3 -2 0.5

1960 -2 6 -8 3.2

1962 7 b 3 [N

1964 19 5 14 10.0

1966 17 7 10 6.1

Data for other enterprises are given in Table XVIII-1O.

Net

capital movements from the U.S. were generally small and rangéd from an

inflow of $37 million to an outflow of $3 million. Dividend payments

were also small.

| TABLE XVIII-10

EFFECT ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTIONS RELATED TO U.S.

DIRECT INVESTMENT IN OTHER CANADIAN ENTERPRISES,
SELECTED YEARS FROM 1953 TO 1966

Year | Net capital | Dividend payments| Contribution to | Annual growth
movements to| to the U.S. Canadian balance | rate of
the U.S. ’ of payments U.S., direct
" : investment
(- - (2) __(3) ()
(millions of | (millions of (millions of (millions of
dollars) dollars) ‘dollars) dollars)
1953 1 oo oo 13.0
1958 - 9 -9 7.5
1960 9 9 0 3.9
1962 -3 7 -10 7e2
1964 -1 18 =19 8.3
1966 37 11 26 15.9

Not available
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States, the United Kingdom and other countries, by
product group, 1960 and 1967,

Estimated earnings from direct investment in Canada accru-
ing to countries of control, 1946-1968. :

Percentage distribution of estimated earnings from

direct investment in Canada accruing to countrles of
control, 1946-1968,

1y ge
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Table =~ . Page
Number Title Number
Ch-22 - Interest and dividend payments to the United States, the - A-L2

United Kingdom and other countries on direct investment
in Canada, 1946-1971.

CD-23 Estimated interest payments to the United States, the A-43
United Kingdom and other countries on direct investment
in Canada, selected years from 1958 to 1966, and partlal
data from 1946,

CD-24 Dividend payments to the United States, the United Kingdom  A-4h4
and other countries on direct investment in Canada, :
selected years from 1958 to 1966.

CD-25 Dividend payments on direct investment in Canada by A-45
industrial group, biennially from 1958 to 1966.

CD-26 Dividend payments on direct investment in Canadian’ A-L6
manufacturing, by product group, biennially from 1958
to 1966.

CD-27 ~ Dividend payments to the United States on direct investment - A-hy

in Canada, by industrial group, selected years from

1946 to 1966.

CD-28 Dividend payments to the United States on direct investment A-48
in Canadian manufacturing, by product group, selected
years from 1946 to 1966.

CD-29 Dividend payments to the United Kingdom on dlreot invest- A-L9
ment in Canada, by industrial group, blennlally ‘from

1958 to 1966.

CD-30 Dividend payments to the United Kingdom on direct invest-
ment in Canadian manufacturing, by product group, bienn- A-50
ially from 1958 to 1966. )

CD-31 + Dividend payments to countries other than the United A-51
States and the United Kingdom on direct investment in
Canada, by industrial group, biennially from 1958 to 1966.

CD-32 . Dividend payments to countries other than the Unlted ‘ A-52
States and the United Kingdom on direct investment in

Canadian manufacturing, by product group, biennially from
1958 to 1966.

CD-33 Annual net capital inflow for direct investment in Canada A-53 .

from controlling interests abroad, by country of control
1946-1972.
CD-34 Annual net cépltal inflow for direct investment in Canada A-5h -

from controlling interests in the Unlted States, by
industrial group, 1952-1968. '

CD-35 Components of annual net capital movements for diféct >A—55
investment in Canada from controlling interests and other
investors in the United States, 1946-1968.

CD-36 Annual net capital movements for direct investment in .  A-56
Canada. from controlling interests and other investors in
the United States,by industrial group, 1952—1968.

: CD-37 Direct investment in Canada, estimated constltuents in = - A-57
change . 1946 1968 :
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A-b
Table ' : ‘ Page
Number Title . : Number
CD-38 Direct investment in Canada by the United States, A-58
estimated constituents in change, 1946-1972. ‘
CD-39 Fstimated book value and percentage distribution of A-59
, capital employed in selected Canadian industries, by
country of control, year ends 1960 to 1967.
GD-40 Estimated book value and percentage distribution of - A-60
™y capital employed in the manufacturing industry, by
country of control, year ends 1960 to 1967.
CD-41. Percentage of capital employed in Canadian manufaCturing A-61
M ¢ \aw industries which was controlled by residents of Canada,
Mae by manufacturing group, year ends 1954 to 1967.
CD-k2 Percentage of capital employed in Canadian manufacturing 262 .
\ 4 industries which was controlled by non-residents, by
'jk EJHWﬁ menufacturing group, year ends 1954 to 1967.
CD-43 Percentage of capital employed in Canadian manufacturing A-63
", \\\ industries which was controlled by residents of the
{g‘. United States, by manufaoturlng group, year ends 1954
to 1967.
CD-Lk4 Percentage of capital employed in Canadian manufacturing A-6lk
W] industries which was controlled by residents of countries
.&g‘\\\.abroad other than the United States, by manufacturing
group, year ends 1954 to 1967,
CD-45 Estimated book value and percentage distribution of Af65

\\\\, capital employed in the petroleum and natural gas 1ndustry,

CD-46

- CD-L7

CD-48

CD-49

CD-50

CD-51

CD-52 -

/CD-53

~y employed in railways, by country of control, year: ends

\\u employed in merchandising and construction, by country of

by country of control, year ends 1960 to 1967.
Estimated book value and percentage distribution of capital A4-66 .
employed in other mining and smelting, by country of ' o
control, year ends 1960 to 1967. - :
Estimated book value and percentage distribution of capital A-67
1960 to 1967.
- Estimated book value and percentage distribution of - A-68
~J capital employed in other utilities, by country of control,
year ends 1960 to 1967. :

Estimated book value and percentage distribution of capital A-69

control, year ends 1960 to 1967. -

Direct investment in Canada, selected cumulative series, A-70

1946-1972.

Direct investment in Canada by the United States, selected A-71
cumulative series, 1946-1972.

" Book value of direct investment in Canada as a percentage - A-72
of gross national product, 1945-1970. :

Farnings from direct investment in Canada and remitted A-73
income as a percentage of net domestlc product at factor

cost, 1946- 1968
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ANNEX A

Tntroduction.

All data in these tables have been.takén from publications of Statistics
Canada. A fuli statement of the sources used is appeﬁded to each main table.

The main statistical tables are numbered iﬁ accordance with a general
éystem used in reports by this Division. Fach of tliem is identified.by a |
reference which consists of the letters CD and one or twovfigures° The letters
CD indicate that the series deal with foreign investment in Canada and that the
statistical sources are Canadian. |

Some of'the méin tables are followed by subsidiary tables which are.
based on them. These are identified by the-referenqe number of the appropriate
main table with a letter added at the end.

For much of the series, published material was available from 1945 on.’

' This included the basic data on foreign long-term and direct investment in

Canada, and the humber of Canadian concerns controlled by non—residentsav Data
for 1945 were also available on the book value of total investment in U.S.-
controlled enterprises, although data for other countries of control in this
series were available only from 1955. Series commencing in 1946 included those
on earnings,. combined interest and dividends, net cépital.inflows, and net
capital movements. The series on diviaend payments, other than those to the
United Statés began in 1958. The series covering Canadian and foreign coﬁtrol of
qapital employed in selected industries were available from 1960.

In September 1973,. the latest dates .at whiéh figures were -available

ranged from 1966 to 1972. For book value of direct investment, data were avail-

able up to 1970.. Breakdowns by industrial group and by manufaéturing product

group were available to 1969. The book value of tbtal investment controlled by
non-residents was available to 1969, while the numbér of Canadian business concerns
controlled by non-residents was available to 1968.

Data on combined payments of interest and dividends were available up to ‘

1971. Separate data on dividends were available up to 1966.

Data on net capital inflows were available up to 1972 in tofal with a

" breakdown for inflows from the United States. Other geographical detail was

available to 1971. Industrial detail was available to 1968.

Other seriés available up to 1968 Were earnings,‘and net‘capitai move-
ménts_by investors in the United States. Eéfimates of the capitai»empioyed in
selected Canadian industries were available up to 1967, :’

i




NUMBER OF CANADIAN CONCERNS CONTROLLEDY
' AND OTHER COUNTRIES ABROAD, BY TYPE OF BUSINESS, SELECTED YEAR ENDS 1945 TO 1968

TABLE CD-1

BY RESIDENTS OF THE UNITED STATES, UNITED KINGDOM

Controlled. . _ :
outside Controlled.in United States Controlled in United Kingdom Controlled in other foreign countries
Canada . )
Year Total Total U.S.| Wholly- Other - sub-{ Unincorpo-} Total | Wholly- Other sub- | Unincor- | Total other| Wholly- |Other sub- | Unincor-
' owned sub- sidiaries | rated U.K. | owned sidiaries | porated |foreign owned sidiaries porated”
sidiaries | and con- branches - sub- - and con- branches | countries sub- and con- branches
trolled sidiaries| trolled : sidiariesjtrolled
, ) companies .. companies companies
(1) (2) (3) ) (5) (6) (7) (3) 9) (10) (11) a2) (13)
1945 2,522 1,985 210 1,384 201 455 58 262 135 82 2 Sk 26
1958 2,732 2,172 . 286 1,503 383 L75 73 269 133 - 85 5 57 23
1951 3,623 2,821 381 1,948 Lo2 641 116 388 137 161 4 126 31
1952 3,820 2,915 - 392 2,003 520 713 138 425 140 192 - 10 149 33
- 11953 4,253 3,235 564 - 2,132 539 801 152. - 503 146 217 14 162 4
195k - 4,481 3,361 584 2,212 565 872 160 562 150 248 22 172 5k
1955 | - 4,957 3,707 674 - 2,529 60k - oL7 198 592 157 203 32 217 Sh
1956 5,460 - L o43 S 711 2,703 629 1,019 239 622 158 398 Lg 288 64
.1957 6,005 L, 4h9 881 2,914 65k 1,121 294 674 153 L35 . 57 315 63
11958 6,355 L,671 959 3,034 678 1,210 353 710 147 L7k 63 339 72
1959 6,712 k,017 986 3,254 677 1,277 293 737 147 518 72 374 72
| 1960 7,030 5,078 1,026 3,369 683 1,372 Lh4g 778 145 580 92 41z 75
Jw61y| 7,250 5,205 1,109 - 3,459 637 1,423, 517 763 143 622 134 kis 73
| 1962 7,422 5,354 1,132 3,567 655 1,422 515 766 Sk 646 133 435 78
1963 7,467 - 5,40k 1,179 3,575 650 1,513 532 746 2135 650 128 Lis 77
| 196k 7,808 . 5,590 1,195 3,762 " 633 1,400 523 748 129 818 1188 558 . 72
| 1965 8,326. 5,887 1,327 - 3,916 644 1,536 620 794 122 903 202 631 70
1966 8,475 5,949 1,456 3,859 63k - 1,556 652 785 . 119 970 237 666 67
1967 8,701 6,080 1,519 3,908 653 1,630 753 767 110 991 2ko 668 74
1 1968 9,130 6,397 1,743 3,971 683 1,629 772 750 107 1,10k 286 745 73

1/ The book value of investmen
in succeeding tables.

t in these companies by residents

of the country

in which control lies is shown as direct investment in TabletCD-B, and

(Source on next page) =




Source:

1945 and 1959
1948
1951
1952
1953

1954
1955

1956
1957
1958
1960 - 1961
1962 - 1963

1964
1965 - 1968

.The Canadian Balance of Internatlonal Payments, 1960 and International Investment Position, DBS, Ottawa, March 1962,

Table XI, page 80.

Canada's International Investment Position Selected Years 1926 to 1949, DBS, Ottawa, Table 8, page 37, Table 16, page 41

and Table 17, page 42.

The Canadlan Balance of Internatlonal Payments in the Post-war Years, 1946-1952, DBS, Ottawa, July 31, 1953, Table XV,
page 112o .

The Canadian Balance of Internatlonal Payments, 1953 and International Investment Position, DBS, Ottawa, 1954, Table IX,
page 41. ‘

The Canadlan Balance of International Payments, 1954 and International Investment Position, DBS, Ottawa, 1955, Table XI,
page 4l. _ _

Canada's International Investment Position 1926-1954%, DBS, Ottawa, 1956, Table XII, page 87.

The Canadian Balance of International Payments, 1956 and International Investment Position, DBS, Ottawa, 1957, Table XI,

page 52. -

The Canadian Balance of International Payments, 1957 and International Investment Position, DBS, Ottawa, 1958, Table XI,
page 50. :

The Canadian Balance of Internatlonal Payments, 1958 and Internastional Investment Position, DBS, Ottawa, November 1959,

Teble XI, page 60.

The Caznadian Balance of Internatlonal Payments, 1959 and International Investment Position, DBS, Ottawa, October 1960,

Table XI, page 70.

The Canadian Balance of International Payments, 1961 and 1962 and International Investment Position, DBS, Ottawa,

August 1964, Table XI, page 132.

The Cansdian Balance of International Payments, 1963, 1964 and 1965 =and International Investment Position, DBS, Ottawa,

August 1967, Table XI, pages 12L~125.

Canada's International Investment Position 1926 to 1967; Statistics Canada, December 1971, Table XV, page 1L46.

Quarterly Estimate of the Canadian Balance of International Payments, First Quarter 1972, Statlstlcs Cenada, June 1972,

Table XV, pages 556-59.

Fbrelgn Investment Division,
Investment AnaIys1s Branch-
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TABLE CD-2°

NUMBER OF CANADIAN CONCERNS CONTROLLEDY BY RESIDENTS CF THE UNITED STATES, UNITED KINGDOM,
AND OTHER'COUNTRIES ABROAD, . BY INDUSTRY AND BY TYPE OF BUSINESS FOR THE YEAR END 1968

Controlled , ‘
"Industry outside Controlled in United States Controlled in United Kingdom Controlled in other foreign
- N Canada ' countries
Total Total} Subsidiaries | Unincor- Total Subsidisries, | Unincor- | Total Subsidisries | Unincor-
' U.8., or controlled | porated HgK% ~or controlied| porated other or controliled | porated
companies branches companies branches foreign companies branches
' countries ‘ ,
(1) (2) (3) D) (5) (6) (7) (6) (9) (10)
Totel 211 industries 9,130 6,397 5,71k 683 1,629 I,522 1c7 X 1,104 1,031 73
Manufacturing 3,316 2,571 2,483 88 517 512 L 228 228 -
Petroleum and natural gas 623 Lgy 362 129 57 57 - 75 73 2
‘Mining and smelting LEk 37l 3%6 38 Lo Lo - 43 L 1
-Utilities 197 121 102 29 35 32 3 31 18 13
Meréhandl }ng 2,105 1 375 1,256 119 510 482 28 220 212 8
Financial~ 1,262 627 L2o 207 282 216 66 353 310 Lz
Other enterprises 1,163 828 755 73 186 180 6 149 143 6

A

.l/ The book value of investment in these companies by residents of the country in which control lies is shown as direct investment in the

succeeding tebles.

2/ Excludes non-resident owned investment corporations included with mlscellaneous investment.

© Source:

Table XV, page 59.

Quarterly Estimates of the Canadlan Balance of International Payments, First Quarter 1972, Statistics Cansda, Cttawa, June 1972,

Foreign Investment Division,
Investment Analysis Branch.
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TABLE CD-3

BOOK VALUE OF LONG-TERM INVESTMENT IN CANADA BY NON-RESIDENTS,
YEAR ENDS 1945-1970 ~

Lohg-term investment
Total Direct Portfolio Miscellaneous
invegtment investment investment

Year |(millions| (percent] (millions | (percent | (millions| (percent|(millions [(percent

' of of of of of of of of _

dollars)| total)l dollars) total) | dollars)| total)| dollars) | total)

(1) (2) (3) &) ) (6) (7) 8)
1945 | 7,092 100.0 | 2,713 38.3 4,095 57.7 284 4,0
1946 | 7,181 100.0 | 2,826 39.4 L, 075 56.7 282 3.9
047 1 7,191 100.0 | 2,986 k1.5 3,915 54,5 290 4.0
1948 | 7,509 100.0 | 3,270 4z.5 3,941 52.5 298 4,0
949 | 7,963 100.0 | 3,586 45,0 4,075 51.2 302 3.8
1950 | 8,664 100.0 | 3,975 4s.9 4,369 504 320 3.7
1951 | 9,477 100.0 | 4,520 ho.7 L.629 48.8 3281/ 3.5
1952 | 10,385 100.0 | 5,218 50,2 k720 | L45.5 L lyo= 4.3
1953 | 11,461 100.0 | 6,003 52.4 4,991 43,5 Ley b1
1954 | 12,597 100.0 | 6,764 . 53.7 5,272 41,8 561 k.5
|1955 113,527 100.0 | 7,728 57.1 5,158 28.1 641 4.8
1956 {15,627 100.0 | 8,868 56.8 | 5,941 38.0 818 5.2
1957 | 17,464 100.0 }10,129 58.0 6,456 37.0 8791/ 5.0
1958 {19,010 100.0 {10,880 57.2 7,067 37.2 1,063~ 5.6
1959 § 20,857 100.0 11,906 C57.1 7,666 . 36.8 1,285 6.1
1960 {22,214 | 100.0 |12,872 58.0 7,914 35.6 1,428 6.4
1961 123,609 100.0 | 13,737 58.2 8,176 | 34.6 | 1,696 7.2
1962 | 24,890 100.0 {14,660 58.9 8,477 o3kl |o1,753 7.0
1963 | 26,205 100.0 |15, 5021/ 59.2 8,932 34,1 1,771 6.7
1964 | 27,474 100.0 |15,961~= 58.1 | 9,456 | 3h.b 2,057 7.5
1965 | 29,603 100.0 {17,356 58.6 10,076 3.1 2,171 7.3
1966 | 32,090 100.0 |19,008 59.2 10,818 33,7 2,264 7.1
1967 | 34,702 100.0 {20,699 59.6 | 11,572 | 33.4 2,431 7.0
1968 137,979 100.0 | 22,534 59.3 | 12,881 | 33.9 2,564 6.8
1969 | 41, 634 o/| 100.0 2h Lok 58.7 | 14,513 34.8 [N2,697 6.5
1970p| 43,600¥ | 100.0 | 26,485 60.7 .o .o .o e

- Not available.

P Preliminary figures.

1/ New series not strictly comparable to earlier years.
2/ Data publlshed to nearest 100 million dollars.

Source: 1945-1958 Canada's International Investment Position 1926 to. 1967,
' . Statistics Canada, Ottawa, December 1971 Table III, :
page 115. .
1959-1966 : Quarterly Bstimatés of the Canadian Balance of Inter-

national Payments, First Quarter 1972, Statistics Canada;
Ottawa, June 1972, Table IV, Page 51.

1S9
1967-1968 Statistics Canada Dally, August 10 1973, Page 4
~41969(Col.5, Col.7) :
1969 (Col.3) Statistics Canada Daily, September'26, 1973,
1970 (COl.E) _ Page 3
241969 (Col.1) _ Figure published originally in Statistics Canada Daily,

August 10, 1973, Page 4, was $41,668 million. When
figure for direct investment in 1969 was revised by
-=Statistics Canada on September 26, 1973, this total was
revised by the editors of the worklng paper.

1970(Col.1) Quarterly Estimates of the Canadian Balance of Inter-
national Payments, First Quarter 1972, Statistics Canada,
Ottawa, June 1972. Table I, page 47.

Foreign Investment Division,
Investment Analysis Branch.

-

/
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TABLE CD-4

BOOK VALUE OF DIRECT INVESTMENT IN CANADA BY THE UNITED STATES,

THE UNITED KINGDOM, AND OTHER COUNTRIES, YEAR ENDS 1945-1970.

(millions of dollars)

Country of ownership
Year Total United United Other
States Kingdom Countries
(1) (2) (3) (4)
1945 2,713 2,304 248 61
. 1946 2,826 2,428 335 63
1947 2,986 2,548 1372 66
1948 3,270 2,807 400 63
1949 . 3,586 3,095 428 63
1950 3,975 3, k26 468 81
1951 k,520 3,896 Loy 127
1952 ° 5,218 530 sShly 14
1953 6,003 5,206 612 185
1954 6,764 5,787 759 218
1955 7,728 6,513 890 325
1956 8,868 7,392 1,048 428
1957 10,129 8,472 1,163 Lol
1958 10,880 9,045 1,296 539
1959 11,906 9,912 1,384 610
1960 12,872 10,549 1,535 788
1961 13,737 11, 284 1,613 840
1962 14,660 12,006 1,706 948
1963 15, 5021/ 12, 7851/ 1,161 956
1964 15,961~ 12,959~ 1,933 1,069
1965 17,356 14,059 . 2,033 1,264
1966 19,008 15,570 2,046 1,392
1967 20,699 17,000 2,152 1, 547
1968 22,534 18,510 2,310 1,714
1969r ok, Lol 19,959 2,k26 2,039 -
1970p 26,485 21,509 2,505 2,471
r Revised figure.

p Preliminary figures.

1/ New s

Source:

eries not strictly comparable with earlier years.

1945-1958 Canada's International Investment Position 1926 to 1967,
Statistics Canada, Ottawa, Ibcember 1971 Table IIT,
Pages 112—115

1959-1966 Quarterly Estimates of the Canadian Balance of International
Payments, First Quarter 1972, Statistics Canada, Ottawa,_ :
June 1972, Table IV, Pages Sh-55,

1967-1970 Statistics Canada Daily, September 26, 1973, Page 3.

Foreign Investment Division,
Investment Analysis Branch.
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TABLE CD-4A

PERCENTAGE DISTRIBUTION OF BOOK VALUE OF DIRECT INVESTMENT IN
CANADA BY THE UNITED STATES, THE UNITED KINGDOM, AND OTHER COUNTRIES,
YEAR ENDS 1945-1970

(per cent)
. Country of ownership
Year .
Total United United Other .
States Kingdom Countries
(1) (2) (3) )
1945 100.0 85.0 12.8 2.2 !
1946 100.0 85.9 - 11.9 2.2 :
1947 100.0 85.3 12.5 2.2
1948 100.0 - 85.9 12.2 1.9
1949 ' 100,0 86.3 11.9 1.8
1950 100.0 86.2 " 11.8 2.0
1951 100.0 86.2 11.0 2.8
1952 100.0 86.8 10.4 2.8
1953 100.0 86.7 10.2 3.1
1954 100.0 85.6 "11.2 3.2
1955 100.0 84.3 11.5 L, o
1956 100.0 83.4 11.8 4.8
1957 100.0 83.6 11.5 4.9
1958 ' 100.0 . 83.1 11.9 © 5,0
1959 : 100.0 83.3 11.6 5.1
1960 100.0 82.0 S 11.9 6.1
1961 - 100.0 82.2 : 11.7- 6.1
1962 : 100.0 81.9 11.6 6.5
1963 - : 100,04 82.51/ S 11.3 6.2
1964 100. 81. 2+ 12.1 6.7
1965 100.0 81.0 11.7° 7.3
1966 100.0 81.9 10.8 7.3
1967 100.0 82.1 © o 10.4 7.5
1968 : 100.0 82.1 10.3 7.6
1969 100.0 81.7 9.9 8.4
1970 100.0 8l.2 9.5 9.3
l/ New series not strictly comparable with earlier years.

Source: Table CD-4

Foreign Inveétment Division,
Investnent Analysis Branch.




TABLE CD-5

BOOK VALUE OF DIRECT INVESTMENT IN CANADA BY COUNTRIES OTHER THAN THE
UNITED STATES AND THE UNITED KINGDOM, YEAR ENDS BIENNIALLY FROM 1955 TO 1965

(millions of dollars)

Country of ownership excluding the U.S. ana the U.K.

Sterling

Year| Total |Australia Other Belgium Denmark | France | Germany | Nether~ | Sweden} Switzerland | Other | Panama | Other Cther
Area in Sterling and lands QOECD Latin countries
Western Area Luxembourg Europe American
Hemisphere ) : countries
(1) (2) (3) (%) (5) (6) (7) (8) (9) (10) (1D (12) (13) (14) (15)
1955 325, 6 - 8 107 7 64 1ih 9 12 72 3 2 1 20
1957 | Lok 6 4 10 129 7 22 56 23 i9 92 . L 6 3 22
1959| 610 7 9 22 164 9 107 82 34 27 101 b 6 2 36
1961| 840 7 16 22 197 9 143 102 141 3k 128 5 10 1 25
. 1963 943 1 - 18 13 199 6 146 109 22k 35 142 9 12 z 27
1965]1,255 - Lo 35 220 13 177 135 335 25 189 16 .- - - 51

- Nil or less than 0.5 million.
.. Not available.

Source:  1955-1963 The Canadian Balance of I<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>