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PREFACE

The aim of, this study is to examine the prospects for Canada's export
trade in the light of the present position and past developments. Thus the
first two chapters of Part A are concerned with the historical record, and,
both in the examination of the likely world trading environment in Chapter
3 and in the consideration of the outlook for particular export commodities
in Part B, the observations about probable developments are based upon
past experience.

Chapter 1 of Part A is concerned with the nature and significance of
commodity exports in the period since 1926, the first year for which many
of the relevant statistical series are available in substantially their present
form. In general, the war years have been omitted in this examination
and the data have been carried up to the end of 1955.. Partial data for 1956
have become available as the study was in preparation and, while no formal
cutoff date was established, only selective use could be made of this informa
tion. The examination of past developments is continued in Chapter •2
which deals with factors influencing Canada's exports and their geographic
distribution.

The future of the world trading environment, or the framework within
which Canada's exports are likely to move, is considered in Chapter 3.'
In addition to some observations, on the general conditions which may
affect international trade as a whole, and Canada's exports in particular,
this chapter contains a separate examination of the position and prospects
for each of the main areas in Canada's trade. For each area, the general
approach has been to look at population, Gross National Product, the role
of imports, and commercial and financial policy, with observations on the
nature of the developments which might be expected.

Next in logical sequence comes the outlook for exports, commodity by
commodity. It was considered that any attempt to project Canada's exports
must be based upon analysis of the markets for and availabilities of the
individual commodities entering into the trade.- While Canada's exports
fortunately fall into a limited number of usable groups, this section of the
exercise is still so lengthy that it seemed desirable to place it in a separate
part of the study. Part B. In general,-the more important commodity
sections in Part B cover the.export position of the commodity, Canadian
production, Canada's place in world production and trade and the market
outlook. The consideration of the market outlook, along with production



possibilities, leads to a judgment on the outlook for exports in 1980r In
only a few cases are comments offered on prospects for intervening years.

The commodity analysis in Part B draws upon material from many
sources, Canadian and external, official and private, and including the
publications of international organizations. Of particular use have been
the submissions to the Royal Commission, the Commission hearings and
the drafts of studies prepared by the Commission staff. The export study
bears a close and obvious relation to other work which has been undertaken
by the Commission. The over-all forecast must fit into the national accounts
projections; the views on exports, both over-all and regional, must be
consistent with the conclusions put forward in the import study. Further,
and more specifically related to Part B of the present study, exports are
dealt with in many of the Commission's detailed industry studies. As all
of the Commission's work moved forward at the same time, much of the
work for the export study was done independently, at least initially. For
some commodities, however, considerable use has been made of preliminary
material prepared for the industry studies and, in all cases, an attempt at
reconciliation has been made. Generally, any apparent differences from the
versions of the industry' studies available when this study was completed
result from the use in this study of classification, valuation techniques, or
considerations more appropriate where the major concern is with exports.
In particular, the individual industry studies have to some degree considered
export prospects without limiting the projections suggested in the light
of the over-all payments positions anticipated in customer countries. This
is probably appropriate there, as it is impossible to predict with any cer
tainty the commodities which will be most affected by such limitations.
In the export study, however, it has been necessary to consider such limita
tions and, in so far as they can be anticipated, to make some commodity
distribution of their effects. While no fundamental differences are believed
to remain other than from this cause, the. fact that various studies went
forward simultaneously has meant that in some cases preliminary drafts
were used (and cited) and that it was not possible to make anything like'
complete use of all of the relevant material which will appear.

The results obtained in Part B are drawn together and summarized in
the final chapter of Part A. This chapter also contains a review of the
qualifications which apply to the projections and an adjustment to the
over-all forecast. The final section deals with the adjusted forecast, the
antieipated relation between exports and Gross National Product, and the
expected distribution of exports by commodity and by area. In short, it
presents a summary of the findings of the study.

Any attempt to suggest what may happen in the future, especially at
the end of a period as long as 25 years, quickly .runs into a multitude of

- uncertainties. Judgments about domestic and external developments must
be made. Then, within this framework, estimates — but they are still



estimates — of what appear to be reasonable^ prospects for exports can
be reached. While it has not been thought useful to provide explicit margins
of error or ranges in this study, the projections can only be regarded as
possibilities. Someone else undertaking the task might equally well suggest
a different set of numbers. The one thing that is quite certain is that the
projections will be inaccurate in detail. Figures are employed to suggest
possible magnitudes but should not be interpreted as indicating a belief
that these exact magnitudes, or something very close to them, will necessarily
result. It is hoped, however, that the study offers a set of projections which
are reasonable possibihties and internally consistent, under the basic assump
tions underlying the Commission's work. The most important of these
assumptions are that there will be continued international tension but no
global war, that there will be no major depression and that there will be
no major change in governmental policies as they affect economic activity.

The present study owes a great deal to discussions with and comments '
received from the other members of the Commission staff. Especially, I am
indebted to Mr. Simon S. Reisman, under whose direction the study was
undertaken. As noted, other studies being prepared by the staff have been
drawn upon, and valuable help has been received from material prepared
by Mr. George T. McColm. Extensive assistance in gathering and processing
statistical material was provided by Mrs. Audrey Oades; much of this
material has not been incorporated into the study in tabular form, but it has
provided an essential basis for the analytical work.

The personnel of government departments and the Bank of Canada
have been most co-operative in providing basic source material and other
information. Particular thanks are due to Mr. C. D. Blyth who, in addition,
read and commented upon lengthy sections of the manuscript.

/

My participation in the work of the Commission was made possible
by the generous arrangements for leave of absence made by the International
Monetary Fund. Of course, neither the Fund nor the people outside the
Commission staff who have assisted in the preparation of the study bear
any responsibility for the views expressed.

R. V.A.

Ottawa,

March, 1957
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Note on Data and Projections

In tables throughout the study, the following symbols are employed:

—= magnitude is nil;

0 = magnitude is less than half of the unit of measurement employed. •

In tables relating to past periods, totals do not necessarily equal the sum
of the constituents because of rounding.

Unless otherwise noted, the symbol refers to Canadian dollars current
during the period to which the data refer. Projections are expressed in
1955 Canadian dollars, in the sense that an unchanged general level of prices
is assumed. They do, however, take account of certain changes in individual
prices which have already taken place or which may be, anticipated. ^Projec-
tions for commodity exports are rounded to multiples of $25 million in
the case of exports to all areas, and to multiples of $5 million in the distribu
tion by areas. Projected'invisible receipts (from all areas) are offered in
multiples of $50 milhon. The margins of error or ranges, although they,are
not explicitly set forth,are wider than thoseimplicit in theroundingoperation.



EXPORTS IN THE CANADIAN ECONOMY

The PURPpsE of this chapter is to present a brief picture of the nature
and significance of Canada's exports over the past 30 years. In^the main,
it is concerned with commodity exports or exports of goods, although some
attention is also paid to the relationship of these exports of goods to exports
of services and other elements of the balance of payments. In addition to
examining the over-all significance of exports to Canada, the commodities
exported, and their destinations, it is necessary to devote some time to a

-consideration of the way in which exports may be measured and classified.
Some of these statistical problems are relegated to the Appendices; but as
at least a summary consideration of them is necessary to the rest of the
chapter, this has been retained in the text. Accordingly, the ehapter begins
with the problem of measurement.

I. The Magnitudes

(a) The Measurement of Exports

In attempting to describe the movement of Canada's exports over past
periods, it is not possible to select one series and to say that it necessarily
represents the changes which have taken place in Canada's export trade
or indicates the significance of exports in the Canadian economy. For the
consideration of any particular problem it is necessary to make a selection
from among a number of equallyauthentic sets of export data. In addition,
it may be felt that a series can be made to conveya more meaningful picture
of developments if certain adjustments are made to it.i

The basic export data published by the Dominion Bureau of Statistics
(D.B.S.) coyer separately (1) exports of Canadian produce, excluding gold,
sometimes called domestic exports or domestic merchandise exports to
indicate the exclusion of gold; (2) exports of foreign produce, or re-exports;

\

^The magnitudes involved in the various export seriesand adjustments are indicated in the table appearing
in Appendix A.
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and (3) new gold production available for export or for addition to Canada's
international exchange reserves.^ For some purposes in this study, for
example, in considering exports to particular countries, use is made of the
data on domestic merchandise exports only. For other purposes, for example,
in looking at the commodities important in Canada's total export trade, the
concept of domestic exports is expanded to include new gold production
available for export.^ In yet other cases, as where the relation of exports to
the rest of the economy is examined, je-exports are added to domestic
merchandise exports and gold to obtain a concept covering total exports
of goods. ,

For some purposes, it is desirable to makeadjhstments to the basic data
published by the D.B.S. One of these adjustments has to do with wheat
exports. For the period from August 1936, when they first became available,
until the end of 1946, it is felt that the export clearance data issued by the
Board of Grain Commissioners reflect more accurately the true nature of
Canada's wheat exports than do the customs returns on which the D.B.S.
{Trade of Canada) data are based. This adjustment, which is made in this
study, affects both the over-all total of exports and their distribution among
customer countries. In addition, a more substantial adjustment is made to
the Trade of Canada data for the period 1926 to 1936 to cover thediversion

' of wheat from the United Kingdom to the continent of Europe. This ad
justment, however, does not affect thetotalvalue ofexports to allcountries.^

Two further adjustments to the export data are employed in this study
in those places where international comparisons are involved, in an effort
to make the Canadian data more nearly comparable to those available from
other countries.5 The first of these adjustments arises from a peculiarity
of the Canadian data in that they exclude charges for inland freight and
insurance incurred in moving exports to the border. As almost all countries
value their exports at the border, international comparability requires that,
an estimate of the cost of such freight and insurance be added to the value
of Canadian exports. The second adjustment concerns the addition of the
value of defence equipment or supplies transferred by Canada to. NATO
countries. The D.B.S. publishes data on the value of these supplies but
does not normally include them in the export totals.

2The basic sources of Canadian trade data employed in this study are the monthly, quarterly and annual
issues of Trade of Canada published by D.B.S. tJse has also been made of the D.B.S. Canadian Stalistical
Review (monthly) and Review of Foreign Trade (semi-annual), as wellas of the Bank of Canada s Slaltslical
Summary. In general, specific citations are not given to the source of the trade data, but, in such cases,
the source is Trade o/Cfl«a</o. ,,,,,,, ... .. r

Where undocumented references are made to U.S. trade data, the sources are the publications ot
the U.S. Department of Commerce, particularly the Bureau of the Census' annual and monthly Report
No. FT 110, United States Imports of Merchandise for Consumption, Commodity by Country of Origin.

Similarly, U.K. trade data have been obtained from the publications of Her Majesty's Stationery
Office, particularly the monthly Accounts Relating to Trade and Navigation of the United Kingdom.

' The nature of "new gold production available for export" is describedin Section32, Part B, of this study.

^ Both of these adjustments are described more fully in Appendix D.

5Such international comparisons employed in this study are based on data appearing in the International
Monetary Fund's International Financial Statistics, published monthly.
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iStrict comparability over time would require that, for the period prior
to Newfoundland's entry into Confederation, Newfoundland's exports to
countries other than Canada should be added to' the Canadian export data
and Canada's exports to Newfoundland should be deducted. An estimate
of the total amount of this adjustment can be made, but it is not possible
to allocate theadjustment among commodities or among customer countries.
For this reason, and because the over-all adjustment can onlybe approximate,
it has not beeh applied in this study. Where exports to or by Newfoundland
were significant, this fact has been considered in the analysis of the exports
of specific commodities. Further, in considering thedestination of Canada s
total trade, exports to Newfoundland have been deducted in arriving at
"percentage figures.

When the balance of payments is constructed to show estimates of
transactions between residents of Canada and residents of other countries
over a given period of time, various adjustments are made to the value
ofmerchandise exports obtainedfromthe trade statistics. These adjustments,
however, are minor in relation to the total value of exports. They include
the wheat adjustment already described, the removal of exports of settlers'
effects and private donations which have no payments significance, the
removalof tourist exportsfor inclusionelsewhere in the balance of payments,
andadjustments toreflect more accurately thetiming ofcertain transactions.®

In considering the balance of payment iriiplications of export movements,
it is oftenuseful to add to adjusted receipts from the export of goods receipts
from such current international transactions as freight, tourist and dividend
earnings. This yields total current reeeipts, which, when set against total
current payments, provides the current surplus or deficit in the balance of
payments. Considerable interdependence exists between merchandise ex
ports andmany other items in thebalance ofpayments. Anobvious relation
ship exists between the level of exports and the level of freight receipts
(including inland freight on exports). Higher exports will also tend to mean
increased imports of required materials and equipment, while larger incomes
derived from exports will mean increased spending on other imported
goods. "On the other hand, prosperity in the export industries will tend
to induce an inflow of capital to pay for the imported equipment. A number
of other interrelationships may also be observed.

For the total importance of exports in the Canadian economy —that
is, the contribution of export to Gross National Expenditure— it may also
be desired to cover not just exports of goods, but expqrts of goods and

cThroughout the study, balance of payments data are based upon the D.B.S. The Canadian Balance of
Inlernaiional Payments, 1926 to 19d8, and the annual and quarterly issues of The Canadian Balance oj
International Payments published by the Bureau.

For convenienceof reference, Canada's 1955balance of payments is reproduced in Appendix B to this study.

Thetourist exportswhichare included in TradeofCanadaand removed in the balanceofpaymentsadjust
ment coveronlygoodswhichfollow the tourist out of the country. Those accompanyingthe tounst are not
included in the trade statistics but are covered in the balance of payments estimate of tounst receipts.
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services, the concept of exports of goods and services is the same as
total current receipts in the balance of payments, except for the deduction
from the balance of payments figure of the amount received on aceount of
inheritances and immigrants' funds.

The export measures so far discussed all relate to the value of exports,
that is, to the amount of trade expressed in dollars. The D.B.S.also publishes
indexes of the price and of the volume or physical quantity of Canada's
exports, covering both total exports arid,each of the main commodity groups.
Indexes are not, however, pubhshed for exports by destination. Price, or unit
value, indexes and volume indexes —derived by dividing the price indexes
into indexes of total value — sufier from certain limitations recognized by
the Bureau.'̂ Nevertheless, the series are beUeved to represent price and
quantity movements with reasonable accuraey for the periods 1926 to 1940
and since 1946, with some measure of time distortion for 1926 to 1930.

{b) Movement of the Value and Volume of Exports, 1926 to 1955

The value of Canada's domestic exports, including new gold production
available for export, reached an interwar high of $1,380 million in 1928.
This peak was followed by a four-year decHne to a low of $560 million in
1932, and then by a five-year increase to $1,176 million (adjusted for wheat)
in 1937. A wartime high of $3,533 million in 1944was followed by a dechne
in the immediate postwar period.® Subsequently, however, the value of
exports, including gold, rose to a high of $4,452 million in 1952. Although
the next two years saw a decline, the 1955 figure was $4,437 million and that
for the 12 months ended November 30, 1956, reached $4,763 million.

Changes in export values are the product of changes in volume and
changes in prices, generally in the same direetion. Consequently, if value,
price and volume are all plotted as index numbers, the value series shows'
much wider fluctuations than do the price and volume series. On 1948 bases,
the indexes of the volume and the price of Canada's domestic exports,
excluding gold, showed a more or less parallel decline between 1928 and
1932. Between 1932 and 1933 the volume index increased while there was

a further slight decline in prices. Throughout the rest of the 1930's the
volume index remained substantially above the price index on 1948 bases (or
on bases translated to 1928 or 1932). In the initial postwar period, from 1946
to 1950 or 1951, prices increased more rapidly than did volumes. From 1951
to 1955, however, the price index tended to decline, so that an increase in^

' For example, wheat prices might remain completely unchanged between one year and the next but there
might be a considerabledeterioration in the quality of Canada's exports. Unless allowance is made for
this, the change would show up as a decline in the price index. The volume of wheat would not be reduced
to reflect the quality deterioration, but the decline in the unit value of wheat would tend to reduce the
price index for the agricultural group and for total exports, thus producing a tendency to a volume increase.
The Bureau states that some allowance can usually be made for major departures from the normal
composition of an export item. It is, however, impossible to eliminate all spurious changes in price
and volume.

®Wartime figures are not fully comparable to those for other periods because of the problem of attaching
prices, in a normal sense, to exports of war materials.
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volume about re-established the relationship existing in 1928, 1932 and 1948
Both price and volume have increased during 1956, but the latter rise has
been much more rapid.

On its 1948 base, the volume index of Canada's exports, excluding gold>
fell from 66.5 in 1928 to 39.5 in 1932. In 1936 the index returned to its 1928

level and, while exports rose sharply during the war, volume calculations
are omitted as they are felt to be probably misleading. During the postwar
period, the export volume index rose irregularly to a high of 118.5 in 1955.
Thus, the increase in the volume of exports between 1928 and 1955 was
about 78%. Over the same period, the export price index rose at about the
same rate, so that the total value of exports more than tripled.

(c) Exports and Gross National Product

Dollar figures on the value of exports, presented by themselves, convey
little about the role of exports in the country's economy. Volume indexes
covering a period of time show changes in the quantity of exports but
tell nothing about their size in absolute terms or in relation to other measures "
of economic activity. Perhaps the most useful measures of the significance
of export in the Canadian economy are those emerging from comparisons
with Gross National Product (G.N.P.) and with the other constituents of
Gross National Expenditure (G.N.E.). G.N.E. (at market prices) is the total
amount spent on the goods and services produced by Canadian residents
during a period. This is the same as the'market value of all goods and services
produced by Canadian residents, which is called Gross National Product
(at market prices).

Total spending on goods and services produced by Canadian residents,
or G.N.E., is presented in the National Accounts published by the D.B.S.
and equals -personal expenditure on consumer goods and services, plus
government expenditure on goods and services, plus gross domestic invest
ment (including the change injnventories), plus exports of goods and ser
vices, minus imports of goods and services. Two of these five items, con
sumer expenditure and imports, have usually been regarded as being in
large measure closely determined by the level of disposable income and
G.N.P. It is to be stressed, however, that this relationship assumes an
unchanged institutional framework. If the framework changes — if tariffs
rise, if taxes are increased or if family allowance payments become greater —
this would tend to produce changes in these items {i.e., in consumer expendi
ture or imports) not caused by changes in G.N.P., but themselves causing
G.N.E. and G.N.P. to change. Otherwise, however, it has been usual to
ascribe a relatively passive role to consumer expenditure and imports and
to regard government spending, investment and exports as playing a more
dynamic role, capable of being affected by other elements (as when increased
consumption induces increased investment) but also capable of independent
variation and resulting in magnified changes in income and" G.N.P.

5
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The three more active constituents of G.N.E. are not wholly independent
of each other. For example, interdependence exists between exports and
investment. A high and increasing level of exports may lead businessmen to
invest in facilities, the purpose of which is to make possible additional
exports in the future. Similarly, investment may be undertaken independ
ently of the present level of exports, although not independently of expecta
tions as to export markets, and this may make possible increased exports
in the future. Clear examples of the latter case are to be found in the post
war iron ore and petroleum developments. Government spending and
exports may be related, as in cases where an increase in exports either calls
forth or is conditional upon the development of transportation or other
facilities. Government spending and investment also may go hand in hand,
with one or the other playing the initiating role.

Despite this interdependence, there was a general tendency before the
war to. assign to exports a major role in the determination of Canadian
incomes. Investment spending moved with business activity and expecta
tions, and consumption followed along behind the prime movers. But it
was exports, and investment associated with the development of export
industries, to which the major causal significance was ascribed.^ The
dominant position ascribed to exports was supported by the fact that exports
were normally much more important than investment or government
spending and by the close parallelism between the movements of exports
and existing measures of national income.

If exports of goods or exports of goods and services for the period
1926 to 1955 are plotted on a chart with G.N.P. (or G.N.E.), the series
can be seen to have moved in a closely parallel fashion, except for the war
years, with the fluctuations in the export series tending to be relatively
somewhat wider than those in G.N.P. If annual data are employed, there
were small declines in exports between 1926 and 1927 and between 1948 and
1949 which were not accompanied by a decline in G.N.P. Otherwise,
when exports have risen or fallen, G.N.P. has also risen or fallen. In the
cases of the decline in exports from 1928 to 1932, the increase after 1932 and
the decline from 1952 to 1954, the turn in G.N.P. came in the following
year. The other export turning points — down in 1937-38, up in 1938-39
and up in 1954-55 — were accompanied by G.N.P. movements in the same
direction and in the same year.

Despite the general parallelism, however, there has been some drift
downward in the contribution of exports to G.N.E., a drift which is more ,

®See, for example, A. P. W. Plumptre, Central Banking in the British Dominions, Toronto, 1940. Speaking
of the situation in the British Dominions generally: "Despite the spread of secondary industries and the
countries' growing self-sufficiency, changes in export incomes are still the independent variables of first
importance. Periods of prosperity are based upon rising prices of export staples, rising volumes of exports,
and — if the country is still pretty young' — upon the import of capital." (pp. 367—368.)

Similarly, W. A. Mackintosh in The Rconomic Background of Dominion~Provincial Relations, a study
prepared for the Royal Commission on Dominion-Provincial Relations, Ottawa, 1939, stated in his final
chapter: "In the past, the rate of fCanadian] economic growth has been dependent on the expansion
of exports and the related volume of investment." (p. 102.)

6
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apparent if the abnormal years of the early 1930's and the war are excluded.
The nature of the movement is indicated by the following table.

Canada's Exports as a Percentage of
Gross National Expenditure

1926-28 1936-38 1946-48 1954 1955 *

Goods, including gold
Total exports 23.1 21.4 20.1 16.8 16.8

Excl. agriculture (a) 11.3 15.0 13.8 13.2 13.7

Goods and services >

Total exports 29.6 28.6 26.3 21.2 21.5 \
Excl. agriculture (a) 17.8 22.1 20.1 17.6 18.4

Excludes agricultural and vegetable products and animals and animal products as shown in the trade
statistics, other than alcohohc beverages, rubber and products, and fish and fishery products,

Sources: D.B.S., National Accounts, Income and Expendittire\ and Trade of Canada,

Between the late 1920's and 1954-55, exports of goods have fallen from
23% of G.N.E. to 17%, with the decline since 1948 being more rapid than
that over the previous 20 years. Exports of services have also declined in
importance, again more rapidly since 1948. From 1926-28 to 1955, the
fall of goods and services from 29.6% of G.N.E. to 21.5% is almost the
identical relative drop that occurred in goods.

The foregoingdable also shows that the fall in the importance of exports
to the Canadian economy, which occurred between the late 1920's and
recent years, was entirely accounted for by the relative-decline in agricultural
exports from 11.8% of G.N.E. in 1926-28 to 3.1% in 1955. Indeed, the
relativeimportance of non-agricultural exports rose over the period, although
the 1954-55 percentages were below those for 1936-38. Outside of agri
culture, the role of exports in the Canadian economy has not declined.
Nevertheless, exports as a whole today make a smaller relative contribution
to the generation of incomes and G.N.P. than they did 30 years ago, and
non-agricultural exports are less important than they were in the immediate
prewar period.

The decline in the role of exports has been associated with an increase
in the relative importance of the two other constituents of G.N.E. which
exert the main stimulating force. Only in one year between 1926 and 1946
— in 1929 — did the export of goods fail to exceed gross domestic invest
ment and, from 1931 to 1938, investment was far below exports. Beginning ,
in 1947, however,Jnvestment has exceeded exports in every year. Similarly,
in each prewar year except 1931 and 1932, exports of goods exceeded govern
ment expenditure on goods and services. Immediately after the war, the
old relationship was re-established. Government spending, however, began
to rise rapidly after 1950 and, from 1953 to 1955, has been greater than
exports. Present prosperity thus rests upon investment and government
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spending to an extent far greater than would have been expected on the
basis of experience from 1926 to 1939. In addition, the institutional frame
work has to some extent altered through the increase in transfer payments
such as family allowances, making possible higher levels of consumption
corresponding to given levels of G.N.P. Exports retain considerable direct
importance and they still bulk sufficiently large in the economy that export
level's and export prospects have had an important effect in inducing invest
ment and government spending. Nevertheless, exports would appear to
have lost part of their significance in determining Canadian incomes and
G.N.E. and G.N.P.

11. The Commodities

(a) Canada's Major Exports, 1926 to 1955

The commodity distribution of Canada's exports in the years 1928,
1932, 1937, 1954 and 1955 is indicated in Table 1. That table lists 17 major
commodities ,and commodity groups (some of which are quite broad)
covering 80% to 85% of total domestic exports, including gold. .As regards

Table 1

CANADA'S DOMESTIC EXPORTS OF SELECTED COMMODITIES

(percentages of total domestic exports, including gold)

1928 1932 1937 1954 1955

Wheat and wheat flour 36.1 26.1 15.5 (a) 11.5 9.3
Barley, oats and rye 3.5 2.5 1.0 3.2 2.2
Meats 1.4 1.1 3.5 1.3 0.9
Fish and products , 2.6 . 3.2 2.4 3.2 2.8
Lumber 3.5 ' 2,3 3.8 8.1 8.7
Wood pulp 3.3 3.4 3.6 6.7 6.7
Newsprint 10.2 14.8 10.7 15.8 , 15.0
Asbestos and products . 0.8 0.5 1.3 2.1 2.2
Aluminum and products 0.7 0.7 1.6 4.6 4.8
Copper and products 1.7 2.9 4.8 3.3 3.9
Lead and products 0.8 0.6 1.5 1.0 0.8
Nickel and products 1.6 1.2 5.0 4.5 4.8
Zinc 0.6 0.7 1.3 ' 1.4 1.6
Iron ore 0.0 0.0 0.0 1.0 2.3
Chemicals (6) 1.3 2.0 1.9 4.0 4.7
Sundry manufactures (c) 9.6 • 7.0 9.8 9.5 8.0
New gold available for export.... 2.9 12.5 12.3 3.8 3.5
All other commodities 19.3 18.6 20.2 14.9 r' 17.7

Total 100.0 100.0 100.0 100.0 100.0

(a) Based upon Board of Grain Commissioners' rather than customs data.

(b) Fertilizers, synthetic rubber, uranium and other chemicals.

(c) Alcoholic beverages; rubber products; textiles and products; electrical apparatus; engines and boilers;
farm machinery and implements; non-farm machinery; automobiles, trucks and parts; other vehicles,
chiefly of iron; guns, rifles and other firearms; railway track material of iron; other manufactures of
iron and steel; ships and vessels; aircraft and parts; cartridges, gun and rifle. ,

Sources: D.B.S., Trade of Canada] and Bank of Canada, Slatislical Stimniary.
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the choice of years, 1928 saw the highest value and volume of Canadian
export in the interwar period; 1932 was the year of deepest depression;
1937 was the most prosperous of the years immediately before the war;
1954 and 1955 are the most recent years for which complete data were
available at the time of writing; and, in addition, the volume of exports
reached a new high in 1955.1®

The major change shown in the table has been the decline in the relative
importance of exports of wheat and flour, from 36% of the total in 1928 to
9% in T955, and the relative increase in the exports of a number of other
•primary commodities.!! Among agricultural exports, declines in the share
of the total have also been registered by barley, oats and rye, and meats.
These two commodity groups, however, have moved quite differently over
the years between 1928 to 1955. Barley, oats and rye dechned sharply in
relative importance between 1928 and 1937 and have since become more
important; meats, on the other hand, became considerably more important
between 1928 and 1937 and have subsequently fallen below the 1928 relative
level. Exports of flsh and products have fluctuated relatively narrowly in
the years covered by the table.'

Among the notable relative increases in Canada's major exports have
been those registered by lumber, wood pulp, and newsprint, which together
amounted to 17% of the total in 1928 and to 30% in 1955. Newsprint alone
has risen from 10% of the total in 1928 to 15% in 1955, making it Canada's
most important single' export. The present share of newsprint, jhowever,
while substantially greater than in 1928 or 1937, is comparable to that
obtaining in the depths of the depression.

Even more striking has been the growth of the metals and minerals
listed in the table. Asbestos, aluminum, copper, lead, nickel, zinc and
iron ore accounted for 6% of Canada's total domestic exports in 1928 and
for 20% in 1955. All of these commodities except lead have shown sub
stantial relative increases between the two years, with the largest percentage
ehanges appearing in aluminum and iron ore. Unlike the other metals and
minerals, copper, lead and nickel showed a relative decline between 1937
and 1955, althoughfor copper and nickel the 1955 figures were substantially
above those for 1928.

An-exception to the general pattern, under which exports of agricultural
commodities have been displaced by- forest products and metals and min
erals, has been the remarkable growth in exports of chemicals and allied
products, a group which includes fertilizers, synthetic rubber and uranium
oxide, -as well as other chemicals. Relative growth in the export of these

The table in Appendix C shows more detail on the commodities in Canada's exports for the periods 1926
to 1939 and 1946 to 1955. ^

Although 1928 was a peak year for Canada's exports of wheat and flour, these exports had accounted
for 33% of total domestic exports (including gold) in the two-year period 1926-27.
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commodities has been faster than that in any other commodity of com
modity group in the table with the exeeptions of aluminum and iron ore.^^

Exports of a group of sundry manufaetures showed relatively little
ehange between the years 1928, 1937 and 1954, although they declined
somewhat, both absolutely and relatively, in 1955. The 15 commodity
groups making up this category, however, have behaved very differently.
An absolute decline was registered by rubber produets, while relative
deelines were registered by aleoholic beverages; automobiles, trucks and
parts; and other manufactures of iron and steel, ineluding railway track
material. On the other hand, exports of farm maehinery and implements,
and non-farm machinery showed relative increases, while very great relative
increases were achieved by exports of eleetrical apparatus; engines and
boilers; other vehieles' ehiefly of iron; guns, rifles and other firearms; ships
and vessels; aircraft and parts; and cartridges. Exports of textiles and
produets about retained their relative importance between 1928 and 1955.
With most of these commodities, however, the postwar period has witnessed
considerable variation in their relative importance.

The final commodity identified in the table —new gold produetion
available for export —has behaved in its own fashion, rising from 3% of
total exports in 1928 to 12% of the total in 1932 and 1937, and beeoming
Canada's seeond most important export in the latter year. Sinee the war,
gold productionhas dropped back to little more than its relative importance
in 1928.

{b) D.B.S. Classifications

Table 1 presents a classification of Canada's exports into major com
modities and commodity groups; a more detailed breakdown appears in
Appendix C. Similar classifications are presented by the D.B.S. in the
Canadian Statistical Review and by the Bank of Canada in its Statistical
Summary}^ The D.B.S. also presents a number of other classifications in
Volume I of the annual issue of Trade of Canada and in the semi-annual
Review of Foreign Trade. All of these D.B.S. classifications exclude gold
and cover wheat on the basis of customs data rather than on the basis of
data provided by the Board of Grain Commissioners.!''

The first of the D.B.S. classifications which may be examined is that
which divides exports into nine main groups on the basis of component
material. In addition to its annual publication, this classification appears

12 This statement still stands, although with less force, if an adjustment is made to elimnate the estimated
value of exports of uranium oxide from the 1955 figure for chemicalsand allied products. After such an
adjustment) exports of chemicalsamounted to 4.2% of the total in 1955,as compared to 1.3% in 1928.

. 13 In the November 1956 issue of its Statistical Summary, the Bank of Canada began publication of a new
classification covering a number of commodities and commodity groups, and showing exports to the
United States, the United Kingdom and all other countries, and in total.

Using customs data for wheat exports, 1937 exports are reduced by $33 million or by 3.2% of domestic
merchandise exports adjusted for wheat but excluding gold.
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in the monthly issues of Track of Canada and the series runs back to the
year ended June 30, 1891. If this grouping is examined for the years selected
in the previous sub-section, the most striking change is the steady decline
in the relative importance of exports of agricultural and vegetable products
from 49% of the total in 1928 to 18% in 1955. Exports of animals and
animal products rose from 12% of total export in 1928 to 14% in 1937 but
then declined to 6% in 1955. Wood, wood products and paper, on the
other hand, rose from 22% of the total in 1928 to 36% in 1955, while-non-
ferrous metals and products (including electrical apparatus) increased
from 8% to 19%. Exports of iron and products and non-metallic minerals
and products have also increased, from 5% to 9% and from 2% to 5%,
respectively. These increases have been assisted in recent years by the
growth in exports of iron ore and crude petroleum. Exports of chemicals
and allied products have also grown rapidly, from 1.4% of the total in
1928 to 5% in 1955. Finally, exports of fibres, textiles and products and of
miscellaneous commodities are relatively unimportant and have varied
up and down with little clear trend.

This classification indicates certain broad trends of considerable sig
nificance. Nevertheless, each of the categories is heterogeneous and inter
pretation gives rise to a number of problems. For example, electric washing
machines appear in iron and products, electrical motors in non-ferrous
metals and products, and electric refrigerators in miscellaneous commodi
ties. Similarly, bicycles and automobiles are in iron and products, while
tricycles and aircraft are in miscellaneous commodities. Alcoholic beverages
are found in agricultural and vegetable products; waste rubber and rubber
manufactures are also in agricultural and vegetable products, but synthetic
rubber is in chemical and allied products; synthetic fibres are included
with fibres, textiles and products; books are with wood, wood products
and paper; and clocks and watches, as well as most electrical apparatus,
are found with non-ferrous metals and products.

Adjustments could be made to the data presented in this component
material classification to overcome many of the difficulties which have
been suggested. Indeed, such adjustments are made in the other D.B.S.
classifications which are discussed below. Nevertheless, the difficulties
which have been suggested apply to a relatively small proportion of the
exports in each category and the classification shows clearly the remarkable
changes which have been taking place in the composition of Canada's
exports.

A variant of the component material classification is that based upon
origin, in which commodities are assigned to categories on the basis of the
primary activity through which the material for any given commodity is
provided, rather than according to the material itself. Thus commodities
are divided according to whether they are of farm origin (subdivided into
Canadian farm products and foreign farm products, and further subdivided

' 11
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into field crops and animal husbandry), wildlife origin, marine origin,
forest origin, mineral origin, or mixed origin. The farm origin category
comprises the agricultural and vegetable group, the animal and animal
products group, and the fibres, textilesand products group of the component
material classification — less fur skins and products, and fish and products,
which form the wildlife and marine origin groups. Canadian-farm products
refer to commodities actually produced in their original form on Canadian
farms, while foreign farm products cover materials or commodities such
as Canada does not produce — for example, cane sugar, tea, rubber, cotton,
silk, etc. The forest origin group is virtually equivalent to the wood, wood
produets and paper group. The mineral origin group takes in iron and its
products, non-ferrous metals, and non-metallic minerals, as well as certain
chemieals. The rriixed origin group consists primarily of chemicals and
allied products and the miscellaneous commodities.

For 1955, 20% of Canada's domestic exports are shown as being of
farm origin, 1% of wildlife origin, 3% of marine origin, 36% of forest origin,
35% of mineral origin, and 6% of mixed origin. The changes over the past
30 years ean be seen from the fact that, for the fiscal year ended March 31,
1927, the classification shows 55% of Canada's domestic exports as being
of farm origin, 23% of forest origin, 16% of mineral origin and 2% of mixed
origin.

The next classification, which is by degree of manufacture, groups to
gether all raw or unprocessed materials in one category. All materials
which have undergone some processing but which must be further manu,- .
factured before final use are in a second group. All manufactures which
are processed to the stage at which they can be finally used, as well as manu
factured end products, are in a third category. This classification is available
back to 1900 and the classifications showing exports by component material
and by origin are also subdivided according to degree of manufacture.
The series suggest that, although fully or chiefly manufactured exports
have fluctuated as a percentage of the total, they ha^'e retained much the
same relative importance over the past 30 years. The chief long-run ehanges

, which appear are a decline in the relative importance of raw materials and
a rise in partially manufactured goods. These movements are shown in
the following table.

Canada's Domestic Exports to All Countries
by Degree of Manufacture

(percentages, based upon annual averages and 1955 data)

Fiscal years Calendar years

1926-29 1936-39 1946-49 1951-54 1955

Raw materials 46.7 32.2 27.2 30.5 26.3

Partially manufactured 14.8 25.0 24.9 30.6 • 35.4
Fully or chiefly manufactured 38.5 42.8 47.9 38.9 38.3

Total 100.0 100.0 100.0 100.0 100.0

Source: D.B.S., Review of Foreign Trade, Calendar Year 1955, pp. 42 and 45.
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As is noted by D.B.S., caution must be exercised in using this classifl-
cation.15 Only the raw materials category is generally homogeneous.
Partially manufactured goods include such simply processed items as
asbestos fibres and such relatively highly processed commodities as wood
pulp. The third category contains such diverse items as dried apples, wheat
flour, newsprint, farm machinery, automobiles and refrigerators.is In
addition to the fact that the data may be misinterpreted from the point
of view of pure description, it should be stressed that there are among the
"fully or chiefly manufactured" goods a number which move in inter
national trade subject to influences more similar to those alfecting raw
materials than those affecting manufactures in the more normal sense.
This apphes with particular force to such staple exports as wheat flour
and newsprint. A similar observation can be made with respect to "par
tially manufactured" goods, the category which contains the bulk of Can
ada's exports of non-ferrous metals and their products. Finally, the details
of Canada's trade statistics have altered over the years, with the regrouping
and subdivision of items. As a result, elements of inconsistency over time
are introduced into this classification.

In the D.B.S. classification by purpose, exports are grouped according
to the use that will be made of them in the form in which they are traded.
Under this scheme, 79%^of Canada's domestic exports in 1955 fell into
the category of producers' materials. This category is further broken down
in the classification presented in Volume I of Trade of Canada. However,
64% of the total of producers' materials in 1954 was in the sub-category
"manufacturers' materials — for other manufacturing industries". Most of
the remaining producers' materials were for foodstuffs and beverages,
building and construction materials, and fodders. The remaining items in
the purpose classification for 1955 were as follows: producers' equipment,
5%; fuel, electricity and lubricants, 0.6%; transport, 2.1%; auxiliary ma
terials for commerce and industry, 0.3%; consumers' goods, 9.2%; live
animals for food, 0.1%; and miscellaneous and unclassified, 4.0%. In
1954, 75% of the consumers' goods was food. Changes in the classification
scheme make difficult the comparison of these data with those from the
late 1920's. Data are, however, available on the same classification basis
for the late 1930's. An examination of those for the year ended March 31,
1938, suggests that, in this year, consumers' goods, transport, and live
animals for food were relatively rrtuch more important than in 1955. Pro
ducers' materials and, to a less extent, the other items except the miscel
laneous group were less important.

A final regrouping of the items in the Canadian export statistics, within
the framework of the Standard International Trade Classification (S.I.T.C.)

^5 See, for example, D.B.S., Review of Foreign Trade, Calendar Year, 1953, p. 31, and Calendar Year, 1955,
p. 42.

16 It is of interest that wood pulp, classed as partially manufactured, has a higher value per ton ($129.30
in the first half of 1956) than does newsprint, which is regarded as fully or chiefly manufactured ($118.50).
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of the United Nations, has been prepared by the D.B.S. for each year since
1950. The S.I.T.C. was created in part in an effort to overcome difficulties
in comparing the trade statistics of different countries. Also it has the
purpose of providing a standard form under which trade data can be re
ported to various international agencies. The S.I.T.C. is essentially a
hybrid, combining the principles of purpose, degree of manufacture and
component materials. Its groups, however, are relatively homogeneous.

Canada's 1955 merchandise exports (domestic exports plus re-exports
but not including gold) fall into the following main groups under the S.I.T.C.:
food, 18.3%; beverages and tobacco, 2.1%; inedible crude materials, 30.4%;
mineral fuels, lubricants and electricity, 1.3%; animal and vegetable oils
and fats, 0.3%; chemicals, 5.6%; manufactured goods, 34.2%; machinery
and transport equipment, 6.5%; miscellaneous manufactured articles, 0.7%;
anji miscellaneous transactions and commodities, 0.6%. Since 1952, exports
of food have declined from 29% to 18% of the total, while beverages and
tobacco have reiriained largely unchanged at about 2%. Inedible crude
materials have risen from 25% to over 30% of total exports. Important
in this category are lumber, wood pulp, non-metallic minerals, and metallic
ores, scrap and concentrates. Chemicals, including some items not so
classified in the Canadian statistics, such as crude artificial abrasives, have
risen from 3.4% in 1952 to 5.6% of the total in 1955. Manufactured goods
have also risen — from 30% in 1952 to 34% in 1955 — but this category
includes refined base metals, not necessarily taken beyond the ingot stage.
Canada's exports of machinery and transportation equipment have declined
in relative importance since 1952, from 9.2% of the total to 6.5%.

The D.B.S. is currently engaged in the preparation of a standard com
modity classification which will apply not only to statistics of exports and
imports but to all or virtually all the data on commodities put out by the
Bureau. This new classification is being constructed to present commodities
in the following main sections: live animals; food, feed, .beverages and
tobacco; inedible crude materials; inedible fabricated materials; and end
products. The segregation and classification of end products is expected
to produce the greatest changes as, in the new classification, these are to
be arranged according to their use or function rather than according to
component materials. The component material principle, however, is still
to be retained in classifying crude and fabricated materials.

(c) The Nature of Exports, 1926 to 1955

The data which have been presented in the two preceding subsections
indicate an important relative shift in Canada's exports, from agricultural
commodities to forest products and metals and minerals. In addition,
most of the rapid increase in the export of chemicals has been in commodities
with a mineral origin — such commodities as fertilizers, synthetic rubber,
uranium oxide, plastics, cobalt oxide and salts, and calcium compounds.
Other important chemical exports, cellulose products, are based upon wood.

14
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Although the interpretation of the statistics is subject to a number of
pitfalls which have been indicated above, the relative shift away from agri
cultural commodities has been accompanied by an increase in the extent
of the processing of goods in Canada before they are exported. The bulk
of forest products and base metals are subjected to some degree of pro
cessing before leaving the country, although in many cases the commodity
exported must still undergo substantial transformation before ultimate use.
The change does not, however, appear to have resulted in any increase
in the proportion of Canada's exports which are in a fully manufactured
form in any real sense. The data in the last table indicate that exports which
the D.B.S. classifies as "fully or chiefly manufactured" have about retained
their share of the total between the late 1920's and recent years. The Bureau
also notes that, if newsprint and wheat flour are removed from this category,
its share actually diminished.!'' There appears to have been relatively Httle
change in the degree of manufacture in the forest products group, with the
share of the group accounted for by lumber, wood pulp and newsprint rising
from 8,1% in 1928 to almost 89% in 1955. With the notable exception of
iron ore and nickel, the data on metals and minerals presented in Table 1
include manufactures of these materials. Although classification changes
make the data difficult to analyze, there appears to have been a small shift
away from the raw product — ores, concentrates, scrap, etc. — to the
refined product and manufactures in the case of asbestos, aluminum, copper
and nickel taken together. This shift, however, is being offset by the very
rapid increase in exports of iron ore and crude petroleum. As regards the
various manufactured goods gathered together into one item in Table 1,
their share in Canada's exports was largely unchanged between 1928 and
1954 and it declined between 1954 and 1955. The decline over the whole

period, however, was more than offset by the increase in the exports of the
other secondary industry reflected in the data, i.e., the chemical industry.

Canada's exports thus contain a high proportion of primary manu
factures such as newsprint, partially manufactured articles of a primary
nature such as lumber and wood pulp, and refined metals and minerals.
Despite the shifts that have taken place, exports remain heavily concen
trated on basic staple commodities. Secondary manufactures, although
numerous, are relatively unimportant in the aggregate. Among the major
exports upon which Canada's trade depends, the past 30 years show no
evidence of a shift away from basic primary commodities in their raw or
processed form.

In the past, dependence upon exports of staple commodities, subject
to wide 'fluctuations in world demand, constituted an ever-present danger
to the stability of the Canadian economy. Writing at the end of the 1930's,
Professor Mackintosh •noted that the proceeds of wheat exports would
continue to be liable to marked variations. The proceeds of gold exports

D.B.S., Revieiv of Foreign Trade, Calendar Year, 1955, p. 44.
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were likely to fluctuate inversely to the fluctuations in other exports. News
print exports had demonstrated their variability in the face of business
fluctuations, although the industry did not need to be inherently unstable.
Basemetals, becauseof their use in durable goods of which they represented
a small fraction of the total cost, were subject to wide fluctuations in price.
Lumber, too, was likely to show marked variability as an export, both in
volume and price,, because of its dependence on construction cycles and
the relatively high transportation costs. "Thus, while it is not necessary
to assume a recurrence of the purely fortuitous coincidence of agricultural
and industrial crises andprairie drought, it is entirely probable that Canada
will experience in the future sharp variations in the proceeds of exports.

- Under stable world conditions these will be less than under unstable condi
tions, but under any conditions the Canadian economy will be liable to
relatively great fluctuations."!® Such views were widely held. Part of the
task of this study is to attempt to assess to what extent, if any, they remain
appropriate today.!®

Canada's exports currently show only a moderate degree of commodity
concentration in comparison with other countries which export primarily
basic materials and foods. In 1955, 15% of Canada's domestic exports
consisted of newsprint, 9% ,ofwheat and wheat flour, 9% of lumber and 7%
of wood pulp. In contrast, it may be noted that, in the same year, 94% of
Venezuelan exports consisted of petroleum; Brazil's exports were 59%
coffee, 9% cotton and 6% cacao; for Sweden the figures were 18% wood
pulp, 15%'wood, 10% paper and 9% iron ore; and for Australia they were
45% wool, 8% wheat and 4% butter.®" Many other countries could be cited
with a much higher degree of commodity concentration than has Canada.
Unfortunately, comparisons with more industrialized countries cannot
readily be made because of the problem of how to divide exports into
catejgories.

{d) The Emergence of New Exports

The decline in the relative importance of some of Canada's traditional
exports has been associated not only with the increase of other established
lines but also with the emergence of new items which were virtually or totally
unknown before the war. Some of the most striking of these cases are
found in the mineral field, but other instances are to be found among chem
icals and other manufactured commodities. ^

The most important of the new exports to date, and one of the very
important ones for the future, is iron ore. Prior to the war, Canada's
exports of iron ore were valued at only a few thousand dollars annually.

W. A. Mackintosh, op. cit., p.,101. ' .

" See Chap. 4.

20 International Monetary Fund, InLernalional Financial Slatislics, December 1956.
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After the war, the value could be shown in millions, and the inclusion of
Newfoundland's "fexports in the Canadian data further increased it. Never
theless, in 1950 Canada's iron ore exports were valued at only $13 million.
With the development of the Labrador-Quebec deposit and the increased
output from Steep Rock, 1955 exports totalled $100 million or 2.3% of
total domestic exports including gold. In the first 11 months of 1956, iron
ore exports totalled $142 million as compared with $98 milhon in the same
period of 1955.

The case of crude petroleum is similar to that of iron ore and the poten
tialities for exports in the future appear to be even greater. In 1928 and
1929 Canada's exports of crude oil averaged less than $1.5 million. In
1937, and in 1949 and 1950, Canada exported no crude oil whatsoever. By
1955 shipments from the western Canadian fields, developed since 1947,
had brought exports to over $36 million and in the first ten months of 1956
the figure rose to'$84 million.

Associated with the development of petroleum in western Canada has
been natural gas. No statistics on natural gas exports are at present carried
in Trade of Canada, but United States data suggest that they amounted 'to
something more than $1 million in 1955. While their future may appear
uncertain at the' time of writing, it is clear that gas exports could be of con
siderable importance.

Uranium is another mineral which was unknown commercially before
the war. By 1955, exports had risen to an estimated $25 million. The
president of Atomic Energy of Canada Limited has -forecast that, during
the period of the contracts which at the time he spoke ran to March 31, 1962,
Canada's uranium production (which is largely for export) would reach the
rate of approximately $300 million per year.^i

Another commodity contributing, significantly to Canada's current
exports is synthetic rubber. Production of synthetic rubber was begun
under wartime conditions in 1943. While the export data do not show this
product ,separately, it is believed that the figure for lexports of chemicals
and.allied products includes synthetic rubber to the amount of perhaps $40
million in 1955.

Although the foregoing paragraphs perhaps cover the most striking
new Canadian exports, they do not exhaust the list. The D.B.S. noted that
by 1955. Canada had assumed prominence in many minerals which did not
appear as exports at all in the 1920's, such as molybdenum, titanium ores,
cadmium, selenium, magnesium, barite and calcium, and was a potential ex
porter of such new minerals as lithium oxide, columbium and tantalum.22

21 See Section 21, Part B.

22 D.B.S., Review of Foreign Ttade, Calendar Year, 1955, p. 44, footnote.
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Finally, reference might be made to a number of chemical and other
manufactured exports which were non-existent or virtually non-existent
before the war. These items include: cellulose products valued at $14.2
million in 1955; calcium compounds at $2.8 million; synthetic resins at
$6.1 million; synthetic resin manufactures at $1.2 million; polystyrene at
$7.0 million; engines and boilers at $30 million; farm tractors and other
vehicles chiefly of iron, excluding automobiles, trucks and parts, at.$10.4
million; guns, rifles and other firearms at $4.1 million; ships and vessels at
$6.3 million; and aircraft and parts at $19.9 million. Aluminum exports,
which grew from $9 million in 1928 and $19 million in 1937 to $213 million
in 1955, should perhaps also be noted here, especially in view of their future
growth potential.

Ill: The Markets

(a) The Destination of Canada's Exports
Table 2 indicates the destination of Canada's domestic exports, excluding

gold, and shows the changes in the relative importance of major market
areas over the years 1928, 1932, 1937, 1954 and 1955. Exports to the various
areas are shown for each year as percentages of total domestic merchandise
exports, excluding those to Newfoundland. For the prewar period, the
percentages are based upon data as published in Trade of Canada, except
for the application of the wheat adjustment. For 1928 and 1932, the adjust
ment involves the reduction of exports shown by Trade of Canada as going
to the United Kingdom and the increase by the same amount of exports
going to continental Western Europe. For 1937 all wheat exports are based
upon data issued by the Board of Grain Commissioners. As these data
are on a volume basis, they have been converted into dollars at prices derived
from Trade of Canada. For 1954 and 1955, the basic data employed are as
published in Trade of Canada. The nature of the wheat adjustment is
described more fully in Appendix D, which also provides data on exports
by destination more finely broken down and covering all of the years 1926
to 1939 and 1946 to 1955.

During the course of the postwar period, .there has been a striking in
crease in the dependence of Canadian exports upon the United States
market. In 1947 Canada sold to the United States 38% of its total domestic
merchandise exports, a proportion only slightly higher than that in 1928
and 1937. By 1950, the United States share of Canada's export had risen
to 65% and, in 1954 and 1955, it was 60%.

When adjustment is made for the diversion to the Continent of wheat
originally destined for the United Kingdom, the United Kingdom is shown
to have been a much lessimportant market and continental Western Europe^^

Causal factors behind this increase, and the associated relative decline in exports to overseas countries,
are considered in the following chapter.

For present purposes,"continental Western Europe" is definedas includingthe Continental member coun
tries of the Organization for European Economic Co-operation, i.e., Austria, Belgium-Luxembourg,
Denmark, France, the Federal Republic of Germany. Greece, Italy, the Netherlands, Norway, Portugal,
Sweden, Switzerland and Turkey.
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Table 2

DESTINATION OF CANADA'S DOMESTIC EXPORTS (o)
(percentages of total domestic exports, excluding gold,

to all countries except Newfoundland)

1928 1932 1937 1954 1955

United States 36.3 32.8 36.2 59.7 59.8
OtherWesternHemisphere (i).. 2.9 2.0 3.7 5.0 4.0
United Kingdom 21.8 31.1 37.6 16.8 18.0
Australia, New Zealand, Union

of South Africa 3.2 3.1 6.1 2.6 3.2
Rest of sterling area (c) 3.4 3.8 3.5 2.7 2.7
ContinentalWesternEurope (d) 26.3 19.8 8.6 8.5 8.4
Overseas territories of continen- ^

tal Western Europe (e) 0.4 2.4 0.5 0.4 0.3
Japan 2.9 2.5 2.5 2.5 2.1
U.S.S.R., Eastern Europe,

mainland China (/) 1.7 1.9 0.6 0.2 'O.d
All other countries (g) 1.1 0-8 0.7 1.5 1.2

Total 100.0 100.0 100.0 100.0 100.0

(a) Based upon data published by the D.B.S. in Trade ofCanada, adjusted to reflect (a) diversion to the
Continentof wheat originally destined to the United Kingdom in 1928 and 1932, and (b) Board of

. Grain Commissioners' data for wheat exports in 1937, (See Appendix D.)

(&) Excludes Newfoundland, sterling area territories and overseas territories of Western European countries.
(c) Countries at present in the sterling area.

(d) Continental members ofthe O.E.E.C., including all Germany in 1928, 1932 and 1937.
(e) Currentlyassociated territories. Excludes Spanish territories.

(/) Includes all China and excludes Eastern Germany in 1928, 1932 and 1937.
(g) Excludes Newfoundland.

much more important in the late 1920's than would appear from the data
in Trade oj Canada. Thus, for 1928 the trade data show the United Kingdom
as taking about 33.5% of Canada's total domestic merchandise exports and
continental Western Europe about 14.5%. When the wheat adjustment is
made, the share going to the United Kingdom becomes 22% and that to
continental Western Europe26%. In the 1930's suchfactors as the Common
wealth preferential arrangements and the increase of protectionism on the
Continent brought marked changes in Canada's export pattern. Thus, the
share of Canada's domestic merchandise exports going to the United King
dom rose from 22% in 1928 to almost 38% in 1937. Meanwhile, the share
to the Continent fell from 26% to less than 9%. Since the war, the.per
centage of Canada's exports taken by the United Kingdom has fallen
sharply, to 17% in 1954 and 18% in 1955. Postwar exports to the Continent
have fluctuated between 12% of the total in 1946 and 6% in 1950. In each
ofthe years 1953 to 1955, however, the Continental share appeared to have
settled close to its 1937 levels. The most important Continental markets
in. recent years have been the Federal Republic of Germany (with 2.1% of
1955 total exports), Belgium-Luxembourg, the Netherlands, Norway and
France.
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All other destinations have accountedfor approximately 15% of Canada's
exports in each of the years considered in Table 2. Australia, New Zealand
and the Union of SouthAfrica, taken together, almostdoubledin importance
between 1928 or 1932 and 1937, when they accounted for 6% of the total.

- By 1954 and 1955, however, they had dechned to about the importance
which they held before the Ottawa Agreements of 1932. Exports to other
members of the sterling area — of which India and the British West Indies
have been most important — showed little relative increase between 1928
and 1937, and a moderate decline in importance, between 1937 and 1955.
The Japanese market recovered rapidly between 1950 and 1953, whenit took'
almost 3% of Canada's exports. At about'2% of the total in 1955, however,
these exports were of less relative importance than they had been in 1928
or 1937. The importance of exports to the U.S.S.R., Eastern Europe and
mainland China fell sharply during the 1930's and, after an initial postwar
upsurge, were negligible in the period 1951 to 1953. In the first half of
1956, however, exports of wheat to the U.S.S.R., Poland and Czecho
slovakia raised the shareof this group of countries to almost 2% of Canada's
total exports. The other countries of the Western Hemisphere and, all other
countries as a group were generally more important markets for Canada's
exports in' 1954 and 1955 than they had been in the prewar years shown
in the table. The most important of these other markets in 1955 were
Mexico, Venezuela, Colombia, the Philippine Republic, Cuba and Brazil.

(b) The Commodities Going to Major Markets

In recent years the United States has been the largest market for most
of Canada's major exports. Considering the commodities in Table 1, the
United States accounted for over 80% of Canada's 1955 exports of meats
and newsprint, and may be considered as accounting for all of the gold; for
between 70% and 80% of exports of fish and fishery products, lumber,
wood pulp, andiron ore; and for over 50% of the export of asbestos, nickel,
zinc, chemicals and sundry manufactures (with over 80% of such items as
alcoholic beverages, farm implements and machinery, and aircraft and
parts). Further, the United States took 30% to 50% of Canada's domestic
exports of coarse grains, aluminum, copper, and lead. Among major
exports, the United States marketwas unimportantonlyfor wheatand wheat
flour, and for automobiles, trucks and parts.

The large share of Canada's forest products exports taken by the United
States in 1955 meant that these commodities as a whole accounted for about
48% of Canada's domestic-merchandise exports to the United States. This
percentage was almost the same as in 1937, although between 1937 and
1955 there had been a relative drop in the importance of newsprint —from
29% to 23% —and an increase in the importance of lumber. Export? of
minerals to the United States, however, have increased in importance over
the prewar period- In 1937 asbestos, aluminum, copper, lead, nickel,
20
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zinc and iron ore accounted for about 12% of Canada's exports to the
United States: In 1955 these commodities made up 20% of the total. Off
setting this change, and some increases in the importance of other items,
was a decline in the role of exports of certain agricultural commodities and
other items such as alcoholic beverages. ' - ! '

Despite the decline in its share of Canada's total exports, the United
Kingdom in 1955 was still the most important export market for a number of
important commodities. In that year it took between 40% and 50% of total
exports'of wheat and wheat flour, coarse grains, and aluminum. It also
took over 25%' of the exports of copper, lead and zinc. Exports to the
United Kingdom, however, are" heavily concentrated in a few items. In
1955, 22% was accounted for by wheat and wheat flour; 6% by coarse
grains; 18% by lumber, wood pulp and newsprint; and 32% by asbestos,
aluminum, copper, lead, nickel, zinc and iron ore. These items thus made
up over three-quarters of total shipments to the United Kingdom. In all
cases except those of wheat and flour, copper, lead and nickel—-where
there were modest declines — the importance of these items in the total

.increased between 1937 and 1955. The most notable dechne occurred in
exports of meats, whichfell from 9% of the total going to the United King
dom in 1937 to a negligible figure in 1955.

As a group, the countries of Continental Western Europe in 1955provided
a market for Canada's exports slightly less than half as important as the
United Kingdom. Of these exports, 93% went to seven countries — Belgium-
Luxembourg, France, the Federal Republic of Germany, Italy, the Nether
lands, Norway and Switzerland. The following comments relate to trade
with the seven major markets. In general, the United Kingdom was a
significantly more important market than were those Continental countries
taken together for wheat, coarse grains, forest products and base metals.
The Continental countries, however, provided larger markets for Canada's
exports ,of seeds," meats, fish, asbestos and such manufactured items as
alcoholic beverages; farm implements and machinery; non-farm machinery;
engines and boilers; automobiles,' trucks and parts; other vehicles, chiefly
of iron; and chemicals, including synthetic rubber. In general, the seven
Continental countries far from dominated the markets in these commodities.
They did, however, take 42% of Canada's 1955 exports of seeds, about 24%
of the chemicals (excluding fertilizers and uranium) and 22% of the wheat
and wheat flour. Other items where they took between 10% and 20% of
Canada's 1955 exports were, in descending order of the share taken, lead,
copper, asbestos, other vehicles chiefly of iron, niekel, coarse grains and
pulpwood.

Considering Canada's total exports to the seven major Continental
markets, 27% of the 1955 total consisted of wheat and wheat flour, 6% of
seeds and 3.5% of barley, oats and rye. The major foresfproduct items —
lumber, pulpwood, wood pulp and newsprint —made up less than 8%;
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but asbestos, aluminum, copper, lead, iiickel, zinc, and iron ore accounted
for 30%. Apart from chemicals, which accounted for 9% of the total,
manufactured items were relatively unimportant in the total picture. The
major change from 1937 was the decline in the relative importance of wheat
and wheat flour, which in that year accounted for 48.5% of Canada's exports
to the seven Continental countries. The metals and minerals listed above

also, declined somewhat in relative importance, from 34% in 1937 to 30%
in 1955. The major movements within this group were declines in the
relative importance of zinc and copper and ah increase in the importance
of aluminum. Other exports generally increased in importance. Chemicals
and seeds rose from negligible amounts in 1937 to 9% and 6% of the 1955
total, respectively. The four major forest product items grew from 3% to
8%, and a number of manufactures — alcoholic beverages, farm imple
ments and machinery, non-farm machinery, engines and boilers, automo
biles and other vehicles — increased.^from about 0.5% to 2.5% of the total.

Although Canada's exports of automobiles, trucks and parts to Australia,
New Zealand and the Union of SdUtii'Africa have not kept pace with the
growth in total •exports in the postwar period, these three countries still
account for the bulk of Canada's automobile exports. Indeed, the per
centage going to these destinations has increased from 62 in 1937 to 78 in
1955. In. trade with Australia, -automobiles, trucks and parts accounted
for 26% of total Canadian exports,in 1955. •For New Zealand, they ac
counted for 18.5% and, for the,,Unipn of South Africa, for 21%. In each
case, automobiles made up a spji^jer. proportion of total exports to these
countries than they did in 1937, but, ih-the cases of Australia and the Union
of South Africa, the relative declines ,were small.

Canada's 1955 exports to Australia'were heavily concentrated on six
commodities. In addition to automobiles, trucks and parts, these were
lumber accounting for 20%, newsprint accounting for 15%, asbestos for
6%, aluminum for 8%, and copper for *5%. These six commodities thus
made up 80% of the trade.

After automobiles, trucks and parts •v '̂hich accounted for 18.5% 'of
Canada's 1955 exports to New Zealand, Ihe most important items were
newsprint at 17% and other paper at -5.5%. The development of facilities
in New Zealand, however, may be expected to decrease these exports and
perhaps also those to Australia. In the first ten months of 1956, exports
of newsprint accounted for 11% of Canada's-total sales to New Zealand
and other paper for 3.5%. Other relatively important items in Canada's
1955 exports to New Zealand were fish and products and lumber at 8%
each, copper at 6%, and non-farm machinery at 4%.

For the Union of South Africk, lumber exports at 22% of the total
slightly exceeded exports of automobiles, trucks and parts at 21% in 1955.
Next in importance were wheat and flour at 16% of the total, newsprint
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at 7%, and chemicals at 5%. These five commodities thus aggregated 71%
of Canada's 1955 exports to the Union.

In recent years a large proportion of Canada's exports to Japan have
consisted of wheat, wheat flour and barley. In 1955, wheat and \vheat flour
accounted for 59.5% of the total, and barley for 6%. This contrasts with
1937 when these exports aggregated 8% of Canada's sales. Other important
exports to Japan in 1955 were wood pulp at 6% of the total, as compared
with 13% in 1937; iron ore at 4%, as compared with no exports in 1937;
asbestos at 3%, as compared with 5%; and chemicals other than fertilizers
at 2.5%, as compared with a negligible quantity in 1937. In 1937 aluminum,
copper, lead, nickel and zinc made up 53% of Canada's exports to Japan,
while in 1955 they accounted for less than 0.5%.

As has been noted, most of the increased exports to the U.S.S.R., Eastern
Europe and mainland China in the first half of 1956 was accounted for by
sales of wheat to the U.S.S.R., Poland and Czechoslovakia, although other
commodities such as rye to Poland, barley to Czechoslovakia and butter
to Eastern Germany, have been of some importance. As in the first half
of 1955, exports to mainland China consisted largely of fertilizers, but at
$438,000 were less than half the value in the first half of 1955.^5

Among other important markets, 33% of Venezuela's imports from
Canada in 1955 consisted of wheat and wheat flour. Next in importance
was milk and its products at 17%, followed by chemicals at 8% and non-farm
machinery at 5%. Exports to Brazil were down sharply in 1955. In the
previous year, 31% of the larger total consisted of wheat and wheat flour,
11% of farm machinery, 11% of electrical apparatus, 8% of copper, 8% of,
non-farm machinery, and about 5% each of aluminum, asbestos and news
print. These eight items aggregated 83% of the total.

The variable nature of the trade with India is indicated by the fact that
engines and boilers (largely dieseb locomotives) were less than 1% in 1952
and 1953, and 45% of total exports in 1955. On the other hand, wheat
and wheat flour made up about 70% of the total in 1952 and 1953 and fell
to under 2.5% in 1955. Other important .items in 1955 were electrical ap
paratus, newsprint, and aluminum at about 8% each, and copper at 6%.

Among Canada's 1955 exports to the British West Indies, wheat and
^wheat flour accounted for 26%; fish and fishery products for 17%; meat
for 5.5%; and textiles and products, tobacco and products, and lumber
for between 4% and 5%.

(c) The Distribution of Exports and the Balance of Payments

Despite the concentration of exports upon the United States, imports
are even more highly concentrated on that country and Canada continues

Considering the first 11 months of 1956, exports to the group of countries were 1.5% of total domestic
exports as compared with almost 2% in the first half of the year. Fertilizer exports to China, however,
were up sharply — $2.4 million in the period January-October, 1956, or more than double the value
in the same months of 1955.
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to run a substantial deficit on merchandise trade account with- the United
States. Between 1951. and 1955, this deficit varied between $445 million
and $682 million, on the basis of data adjusted for balance of payments
purposes. .While substantial, the deficit between 1951 and 1955 was well
below the level of $890 milhon in 1947. In addition to the deficit on mer
chandise trade account, Canada also runs a deficit with the United States
in respect of current invisible transactions —a deficit which has risen since
the years immediately following the war. The total current account deficit,
taking into account new gold production available for export, declined
from $1,134 million in 1948 to $400 miilion in 1950, then rose to over $900
million in 1951 and 1953 and to $1,041 million in 1955. For 1956 it is •
expected that this deficit will have exceeded the previous peak estabhshed
in 1947. The increase in exports to the United States has meant, however,
that the current account deficit with that country in each year from 1948
to 1955 has been a smaller proportion of total current account payments
to the United States than it was in the years 1946 and 1947 or in the period
1927-to 1932. In 1955, the deficit was 22% of total current payments, as

.compared with 40% in 1947, 29% in 1928 and 33% in 1929.- -
Canada's current account deficit with the United States is financed partly

by net current earnings from overseas countries and, more important in
recent years, by the inflow of capital into Canada, especially from United
States. Although the relative shift in Canada's exports toward the United
States has meant a reduction in Canada's current account surplus with

"overseas countries, this overseas surplus still made possible the financing
of $349 million of the $1,041 million deficit with the United States in 1955.
The balance of that deficit was financed as follows ; $363 million from*
capital inflow from the United States, $287 million from capital inflow from
overseas countries and $42 million from a reduction in Canada's ofiicial
holdings of gold and United States dollars.^®

Much has been made of the prewar triangular pattern of settlements
under which Canada's net surplus with overseas countries was used to meet
all or part of the deficit with the United States. If, as is done by the D.B.S.
in its balance of payments work, account is taken of the diversion to other
countries of wheat originally destined to the United Kingdom, the current
overseas surplus was earned largely in transactions wifh countries other
than the United Kingdom in the period 1926-to 1935. Indeed, in each of the
years 1927 to 1932, inclusive, Canada had a current account deficit with the
United Kingdom. '̂? For the period 1936 to 1939, the current surplus with
the United Kingdom was slightly larger than that with all other' overseas
countries. , • -

From 1927 to 1932, the current account surplus with overseas countries,
offset to a small extent by capital movements, covered" part of the current

2= Data on Canada;s 1955 balance of payments are subject to revision. See Appendix B. ' •

" In addition, the net capital movement-was from Canada to the United Kingdomin each of these"years.
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account deficit with the United States. The balance was covered by a
substantial inflow of United States capital, the use of Canada's holdings
of monetary gold and changes, in the external assets of Canadian banks..
From 1933 to 1939, the^ overseas current surplus —with capital movements,
making little net contribution over the period — was sufficient to cover both
the current account deficit with the United States and to provide for a
substantial exportofcapitalto that country, in considerable measure through
the repatriation of United States investment in Canada. In addition, for part
of the period at least, the overseas surplus enabled an increase in the external
assets of Canadian banks and in Canada's monetary gold holdings.

To some extent, the war and the dollar shortages and resulting exchange
and trade restrictions of overseas countries made more difficult the main
tenance of this triangularpattern of settlement. Yet, throughout the postwar
period, in spite of overseas exchange difficulties and in spite of Canadian
lending abroad, very substantial amounts have been received in overseas
settlements. The overseas current account surplus, net of the amount which

.was financed by Canadian lending, has decreased in recent years; at the
same time, however, there was an increasein the inflow of capital to Canada
from overseas countries. From 1946 to 19'55, total overseas settlements (the
net result of both current and capital transactions) aggregated S5.8 billion
as compared with current deficits with the. United States totalling $7.7
billion. The balance of about $1.9 billion, plus an increase of about $500
million in Canada's official holdings of gold and United States dollars, was
covered by the inflow of United States capital. As has been noted above,
even in 1955, Canada's receipts from overseas resulting from current and
capital transactions covered three-fifths of the current deficit with the United
States.

It might be assumed that among the profound effects of the war and the
postwar exchange problems upon the Canadian balance of payments has
been the virtual destruction of the prewar triangular .pattern of settlement
under which exchange transfers from overseas were used in the settlement
of Canada's, deficit with the United States. It is true that the proportion of
exports going to the United States has increased more rapidly than the
proportion of imports eoming from that country, the latter proportion being
already much higher in the prewar period. Thus the trade basis of the
triangularsettlement pattern has narrowed. Yet the foregoing paragraph has
suggested that transfers from overseas have continued to be very important
in the postwar period. On the basis of various comparisons, it would appear
that total exchange receipts from overseas are onlymoderately less important
in the .Canadian balance of payments than they were in the late 1920's,
althoughtheir significance has decreased more markedly in comparison with
the late 1930's. The basicstructure of the Canadianbalance of payments in
this regard has not altered and triangular settlements remain of considerable
importance, althoughincreasingly based upon an inflow of overseas capital.
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{d) Other Consequences of the,Export Distribution

The concentration of Canada's exports on one market is much heavier
than that which occurs in any other of the first ten leading exporting coun-
tries.28 Calculations presented by the D.B.S. for the period up to 1953 show
a very much heavier concentration of domestic exports for Canada than for
the United States and the United Kingdom.29 But, while Canada's exports
show a heavier concentration on one market than do those of the other
largest exporting countries, it is to be noted that Ireland and New Zealand
both sell a larger proportion of their exports to the United Kingdom than
Canada does to the United States. Similarly, the exports of certain Latin
American countries are more heavilyconcentrated on the United States than
are those of Canada.®"

Ah obvious consequence of the distribution of exports is the dependence
of the Canadian economy upon the UnitedStates market. Sixty per cent of
Canada's 1955 domestic merchandise exports went to the United States,
and, as was noted in Subsection III (b), for many products the percentage is
much higher. For a number of these items, a high percentage of total
production is exported, and the continuation of United States purchases is
vital to the maintenance of the level of activity of the Canadian industry. In
newsprint, for example, theUnited States took about 81% of Canada s 1955
production.®! in nickel. United States purchases, accounted for 66% of
production, in iron ore they were 64% and in the case of whisky it would
appear that 1955 exports to the United States accounted for about 64% of
Canadian sales outside the distilling industry.®®

As regards the over-all importance of the United States market to the
Canadian economy, in 1955 merchandise exports to that country were' almost
10% ofG.N.P. (or G.N.E.) and exports ofgoods and services to the United
States almost 14% of G.N.P. Unlike exports to all countries, thesignificance
of exports to the United States relative to G.N.P. has not declined in.coin-
parison with the prewar period.

f

The heavy concentration of Canada's exports on one market implies
certain dangers. In the postwar period, however, the United States has
provided not only the world's largest import market but also one of the
most buoyant. The remarkable shift in the destination of Canada's exports

MInternational Monetary Fund, lnlernalionalFtHancialSlathUcs. pecemher\956^^ Kin^tm''
published by the Fund, the ten leading exporters in 1955 were the United States, the United Kingdom,
ttie Federal Republic of Germany, France, Canada, Belgium-Luxembourg, the Netherlands, Japan,
Venezuela, and Italy.

29 D.B.S., Review of Forgcign Trade, Calendar Year, 1953, pp. 13 and 43-44.

so Statistical Office of the United Nations. International Monetary Fund, and International
Reconstruction and Development. Direction of Internalional Trade, Annual Issue Annual Data tor
the years 1938, 1948 and 1952—1955.

Canadian Pulp and Paper Association, Suhmission to Royal Commission onCanada's Rcono7nic Prospects,
Montreal, January 1956, p. 53.

*2 Data piesented in Part 3 of this study..
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between 1947 and 1950 must be explained in terms of the United States need
and ability to pay for these goods in comparison with the need and ability
to pay in overseas, countries. There has been no practicable alternative to
increasing the share of exports going to the United States. Even with the
shift which has occurred, Canada still exports less to the United States than
she imports from that country and exports more overseas than she imports.

It has been suggested that the higher proportion of exports going to the
United States does not imply as much vulnerability as it used to. The goods
produced by Canada's basic industries, particularly minerals and forest
products, are in general demand, and- the United States depends more on
Canadian supplies than was formerly the case. Although Canada is still
a marginal supplier of many products, the developing materials shortage
in the United States has increased United States dependence upon imports —
and its dependence upon imports from Canada. For. such commodities as
newsprint, asbestos, and nickel, the United States supply available for
consumption in large measure depends upon Canada. For others, such
as petroleum, uranium and iron ore, the United States is turning increasingly
to Canada as rich domestic deposits are exhausted and the costs of obtaining
additional supplies are increased. Nor are Canadian supplies necessarily
marginal supplies. In many cases United States consumers of basic materials
now have interests in Canadian sources of supply, or Canadian sources have
important regional advantages, so that they could not readily be displaced.
While Canada is vulnerable to the effects of a decline in United States

activity, so also is the total of world trade and it does not follow that Canada
' would be any less affected by a United States recession if her trade were less
concentrated on that country.^s

Although total United States imports in 1953, 1954 and 1955 were only
3% of United.States G.N.Pr-, Canada provided 23% of these imports m each
year.1955, United States imports from Canada exceeded those from

the whole of Western Europe by 11% and were 80% of those from the whole
of Latin America.35 No country is better able to take advantage of growing
United States demand than is Canada. Postwar Canadian development has
been profoundly influenced by increasing United States demand for basic
products. The growing demand for mineral and wood products — in
considerable -measure United States demand — has Eeen one of the great
dynamic influences in the rapid postwar growth of the Canadian economy.36

See J. Douglas Gibson, "The Changing Influence of the United States on the Canadian Economy",
Presidential Address at the Annual Meeting of the Canadian' Political Science Association, Montreal,
June 7, 1956, The Canadian Journal of Economics and Polilical Science, November 1956, especially
pp. 423-425. , . . -'

3^U.S. Department of Commerce, Survey of Current Business, June and July, 1956; and Internationa
Monetary Fund, International Financial Statistics, December 1956.

55U.S. Department of Commerce, Foreign Commerce Weekly, April 30, 1956, p.*14.

\ 56 Douglas Gibson, op. cii., p. 423.
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Despite the concentration of many exports upon United States, overseas
countries still dominate the market for a number of items including some very
important ones. Thus in 1955 overseas countries took 97% of Canada's
exports of wheat and wheat flour and 96% of her exports of automobiles,
trucks and parts. Overseas markets also accounted for between 60% and
70% of 1955 exports of coarse grains, aluminum, non-farm machinery,
chemicals (including synthetic rubber but excluding fertilizers and uranium),
engines and boilers, and electrical apparatus. In addition, over half of the
1955 exports of copper and lead went overseas.

The United Kingdom market was important for each of the non-manu
factured items mentioned above, taking 40% of total exports of wheat and
flour, 48% of the coarse grains, 47% of the aluminum, 30% of the copper
and 35% of the lead. Despite the fact that the share of Canada's exports going
to the United Kingdom has declined so markedly, Canada was the United
Kingdom's most important import source in 1953 and second to the United
States in 1954 and 1955. In 1955 Canada suppUed 9% of United Kingdom
imports, as compared with 11% from the. United States and 7% from .Aus
tralia. In some less important items, the United Kingdom market is domi
nant, accounting for over 80% of Canada's 1955 exports of oil cake and meal, .
unmanufactured tobacco, squirrel skins, cheese, pit props, Douglas fir
railroad ties, match splints, and cobalt oxides and salts.

In such commodities as coarse grains, aluminum, chemicals and certain
manufactures, the importance of overseas markets has not prevented exports
from increasing.more rapidly than the average rate for all Canadian exports.
It is of interest, however, that the two major items in which Canada depends
almost entirely on overseas markets for her exports — wheat and flour, and
automobiles, trucks and parts — have both fared badly relatively to total
exports, so that their percentage of the total has decreased significantly since
the prewar period. In the case of other commodities, an increase in exports
to the United States has offset a decline in overseas shipments in greater
or less degree. Thus, in the case of meats which fell from 3.5% of total
Canadian exports in 1937.to 0.9% in 1955, the dechne would have been much
greater had not the share of the United States in an almost unchanged export
value risen from 10% to

Throughout the postwar period, Canada's total exports to the United
States have exhibited both greater growth and a much steadier movement
(upward) than have her exports either to the United Kingdom or to all
other overseas countries. From 1946 to 1955, Canada's domestic merchan
dise exports to the United States about tripled in value. Only once, from
1953 to 1954, did they show a decline in value and, in that period, the decline
was smaller absolutely than the drop in exports to overseas countries. Over
the same period, exports to the United Kingdom and other overseas countries
fluctuated widely and increased in value by only 22% and 18%, respectively.

28



DETERMINANTS OF CANADA'S EXPORTS

.Having reviewed the nature and significance of Canada's commodity
exports in the first chapter, it,would seem appropriate to consider the major
factors which influence the size of the export movement. No mathematical
causal relationships are suggestedand the determining factors are not analyzed
in detail. The purpose of the chapter is rather to set out briefly, in Section I,
the main determinants of Canada's exports to all countries and to examine,

,in Section II, the factors contributing to the substantial postwar shift in-the
direction of these exports.

I. Exports to all Destinations

(a) Canada's Share of World Trade

To some degree, Canada's exports fluctuate over time with world exports
and respond to the same forces which affect the world total. The level of
world trade gives some indication of the total demand for imports, within
which is the demand for those goods which Canada can supply. Special
factors, however, operate on the trade of each country and it cannot be said
that Canada's exports are in any precise sense determined by the level of
world trade. Thus, while the United States dollar value of the total exports
of all countries' outside the Soviet bloc had by-1955 increased to almost
three and one-half times its 1937 level, the value of Canada's exports on the
same basis went up to almost four and one-half times the prewar figure.^
Data published by the United Nations suggest that the increase in the value
of Canada's exports in relation to the world total was due in large measure
to a more rapid growth in the volume of Canadian exports. Canada's export

'International Monetary Fund, International Financial Statistics, December 1956; and D.B.S.,^ Trade of
Canada, 1954, Vol. I. Canadian data (domestic merchandise exports plus re-exports) are adjusted for
comparability by the Fund to includefreight and insurance to the border and (in 1955) defenceequmment
or supplies. The 1937data published by the Fund also include exports of Newfoundland, but a further
adjustment has here been made (on the basis of data-published in Trade of Canada) to exclude trade
between Canada and Newfoundland. Here, as elsewhere in this study, world totals exclude the exports
of the U.S.S.R., Albania, Bulgaria, Czechoslovakia, Eastern Germany, Hungary. Poland, Rumania,
mainland China, and other Asian areas.
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prices appear to have increased only slightly more rapidly than the world
average while the relative increase in the Canadian quantum index was
considerably more rapid.2

As a result of this growth, Canada's share of world exports rose from
4.4% in 1937 to 5.7% in 1955., In 1952Canada shipped 6.5% of total exports
but, since that time, relative increases by the Federal Republic of Germany,
France, Belgium-Luxembourg, the Netherlands, Japan, Venezuela, Italy and
other smaller exporters have accompanied the decline in Canada's share.
The share of the United States also dropped, from 20.6% in 1952 to 18.5%
in 1955, and relative declines were also experienced by the United Kingdom
and Australia. Canada dropped from third place among the world's exporters
in 1952 to fifth in 1955, when Canadian exports were exceeded by those of the
United States, the United Kingdom, the Federal Republic of Germany, and
(very slightly) by those of France.^

(i) The Level of Activity in Other Countries

Other things being equal, demand for the goods which can be supplied by
Canada is dependent in part upon the level of activity and incomes in export
markets. The higher the incomes, the greater will tend to be the demand for
imports. It is true that the nature of the activity affects the distribution
of demand among commodities and thus among supplying countries, as well
as its over-all size. Further, the demand is limited by the restrictions imposed
by importing countries, imposed in some cases in order to limit imports to
the amount consistent with the country's ability to pay out foreign exchange.
Nevertheless, the level of activity (or incomes) in other countries remains an
important basic determinant of the level of Canada's exports.

The high concentration of Canada's exports on the United States means
that, to a very great extent, they are directly affected by'the level and nature
of United States economic activity. As seen in the preceding chapter, this
concentration,has,increased markedly since the prewar and early postwar
periods. On the other hand, it may also be suggested that increased United
States dependence upon Canadian supplies has reduced the marginal charac
ter of many imports from Canada, making them less subject to exaggerated
swings in the face of moderate fluctuations in the level of United States
activity. While imports remain relatively unimportant in the total United
States economic scene, there has been a relative shift away from silk and
other fibres, tin and natural rubber to such, commodities as forest products
and metals and minerals of a kind supplied by Canada. The United States
now depends upon imports for a large share of its consumption of many basic
materials, with a substantial proportion of these imports coming from Canada.

2 United Nations, Slahslical Yearbook, 1955, and Monthly Bulletin of Statistics, September 1956; Bank
of Canada, Statistical Summary, 1950 Supplement and April 1956. Price indexes are converted" to U.S.
dollars.

' 3'International Monetary Fund; op. cit.] and D.B.S., op. cit. In the first nine months of 1956, Canada's
exports exceeded those of France. • '
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Activity in the United States has such an important bearing on world
trade as a whole that it influences all of Canada's exports and not just the
substantial proportion sold to the United States. Although imports amount
to only about 3% of United States G.N.P., the United States is the world's
largest importer with 14% of the world total in 1955.^ In addition, other
United States payments abroad — including military expenditures, govern
ment grants, and private capital movements — greatly affect the ability of
the rest of the world to purchase imports. The total of these United States
payments reflects other influences as well as the level of American activity

-and incomes. Nevertheless, Canada's ability to export to overseas countries
in excess of the amounts purchased from them rests, in considerable measure,
on the fact of there being net out-payments in the total foreign transactions
of the United States and on the support given to gold mining by United
States Treasury purchasing policy.

The influence of United States activity on world trade is undoubtedly very
, great, although recent movements have not exhibited much close parallelism.
In particular, established notions of the character of the influence were shaken
when the total value of world trade (imports) rose by 4% between 1953
and 1954, despite a 1% decline in United States G.N.P. and a 6% decline in
United States imports.® In general, Canada's total exports have tended to
move with United States G.N.P., although they have experienced relatively
wider fluctuations. Movements of Canadian G.N.P., however, have more
closely paralleled those of the United States series than have movements of
total Canadian exports. The interrelationships between the various series
are complex and generalization about causal influence would be both difficult
and dangerous.

Even less precise is the relationship between the level of incomes in
overseas countries and their purchases of'Canada's exports. Incomes abroad
are subject to some of the same influences and are affected by those in the
United States. Yet they do move independently to some degree and con
stitute an important basic influence in the determination of Canada's exports.
It was noted in Chapter 1 that, despite the changes which have taken place,
Canada continues to depend on markets outside the United States for most
of her exports of a number of important commodities — such commodities
as wheat and wheat flour, coarse grains, aluminum, copper, lead and such
manufactures as automobiles. In general, the demand for imports will not
only be affected by the level of real income in a country but will tend to
be greater to the extent that conditions are inflationary relative to those
elsewhere. The demand generated' by the level of activity and incomes may,
however, be limited by restrictions. "Where relative inflation exists, balance
of payments considerations may mean that the amount of potential deihand
choked off by restrictions is especially large.

^ See Chap. 3, Section III (a).

5 International Monetary Fund, lulernational Financial Statistics, December 1956; and U.S. Department
of Commerce, Survey of Current Business, July 1956.
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(c) Restrictions Affecting Imports

In the preceding subsection it has been noted that between the potential
demand for Canada's exports, in part dependent, upon the level of activity
in other, countries, and actual purchases of these exports stand the restrictive
systems of importing countries. Tariffs and trade and exchange restrictions
have obvious effects upon the volumes in which Canadian goods can be
exported. •

' In general, Canada's exports of manufactured and more highly processed
goods face greater barriers than do the basic staple exports. .The United
States grants duty-free treatment to two major primary "manufactures",,
wood pulp and newsprint, and to the commodities used in agriculture,
fertilizers and farm machinery. Otherwise, however. United States tariffs
tend to be higher for more highly processed commodities. This, together
with the efficiency of United States manufacturing industry and special
factors such as parent-subsidiary relations, means both that manufactures
other than primary items are relatively unimportant among Canada's exports
to the United States and that, for many manufactured exports, the bulk of
the Canadian market is found outside the United States. Thus, it is estimated
that less than 33% of Canada's 1955exports of chemicals and allied products,
other than fertilizers and uranium, went to the. United States. While 56%
of the exports of the items grouped as "sundry manufactures" in Chapter^1

• went to the United States in 1955, the removal of alcoholic beverages and farm
machinery and implements from the group reduces the United States share
to 37%.

Canada's manufactured exports have benefited from preferential tariff
treatment within the Commonwealth, but the benefits from this have been
reduced,by negotiated reductions of preferential margins, by the effects of
price increases on specific margins, and by the application of trade arid
exchange restrictions, often discriminating against Canada as a hard currency
supplier. Between 1937 and 1955, United Kingdom imports of "sundry
manufactures" from Canada declined from $20 million to $5 million. Over

the same period. United Kingdom purchases of refined nickel from Canada
feil sharply in both volume and value, although this was partially offset
in volume and much more than offset in value by purchases in less refined
form. Yet Commonwealth markets remain important; in 1955, 78% of
Canada's exports of automobiles, trucks and parts still went to Australia,
New Zealand and the Union of South Africa.

As regards overseas markets generally, it is often difficult to isolate the
roles of protectionism and of balance of payments considerations in explain
ing the restrictive systems. Restrictions undertaken for balance of payments
purposes have a protective effect and the commodities chosen for most severe
limitation include those which are or can be produced locally. Thus, balance
of payments restrictions generally bear more heavily on more highly pro-
32



DETERMINANTS OF CANADA'S EXPORTS

cessed goods. Further, as balance of payments difficulties ease, restrictions
on manufactures may tend to be retained for their protective effects, while
those on basic materials are relaxed to obtain the obvious benefits to effi
ciency and competitiveness from buying in the cheapest markets. Despite
this situation, however, countries other than the United States and the
United Kingdom account for substantial proportions of Canada's exports of
primary iron and steel, chemicals and various other manufactures. Although
limited by restrictions below what they might otherwise be, manufactures
bulk more important in Canada's exports to these countries than in the
total export picture.

Agricultural commodities also face protection through tariffs, quotas and
the subsidization of domestic production. Indeed, agriculture has become
the subject of special regimes in the economic policy of. many countries.
Both in the United States and, in Western Europe, special.restrictions have
been erected to protect domestic production against foreign competition.®
While the value of Canada's exports of agricultural commodities has remained
great, protectionism,plus the relatively slow growth of demand in traditional
markets has meant that exports of agricultural and animal products actually
fell in volume between 1928 and 1955.'^

Canada's basic exports of forest products and metals and minerals face
relatively low restrictions. Further, the demand for these commodities has
been such that they have moved overseas despite the existence of restrictive
systems of considerable severity. Where such goods were subject to adminis
trative restrictions they were often bought in quantity, so that the removal
of restrictions or discrimination has had less apparent effect than might have
been expected in the light of the nature of the balance of paymentsproblems
and_ general restrictive systems whichhad existed.® As regards exports to the
United States, some of the most important, such as wood pulp, standard
newsprint, unmanufactured asbestos, primary copper, nickel matte and oxide
and iron ore, are duty-free. Others, including lumber, aluminum and refined
nickel, move in large volume despite the existence of moderate duties.

(rf) Export Promotion and Other Protectionist Devices

A number of Canada's exports compete with goods sold under subsidy
arrangements of various types. Export incentives may involve direct pay
ments to exporters, the remission of taxes, retention quotas under which
the exporter is allowed to retain for his own use or disposal a portion of
his foreign exchange earnings, favourable export rates under multiple
currency systems or other devices. Exporters may benefit through insurance
arrangements covering payment and convertibility risks, or through the use

®See Chap. 3.

' See Chap. 4, Section IV (a).

®It is relevant that, in the early postwar period, the Canadian government extended large loans to overseas
countnes for the purchase of Canadian exports.
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of the proceeds of tied governmental loans, he., loans which must be spent
in the lending country. Agricultural surpluses are sold at less than cost or
for inconvertible local currency, and it is reported "that the United States
surplus disposal programme involves commitments for future purchases of
United States agricultural commodities.^ Particularly among soft currency
countries, bilateral or regional arrangements involve the exchange of rela
tively favourable treatment for the exports of partner countries. Such
arrangements may also promote exports by the granting of credit facilities,
as through swing margins in payments agreements and European Payments
Union credit facilities.

Devices such as those mentioned in the preceding paragraph have been
important. Outside of the disposal of surplus agricultural commodities,
however, their over-all effect upon Canadian exports has probably not been
great. Such a judgment must, of course, be taken in the light of the basic
balance of payments positions of the countries employing or benefiting from '
the devices. Export promotion devices have often had their basis in a
relatively high price structure in the exporting country which might have
been corrected by a currency devaluation, although such a step was not
deemed wise. In short, they represented a partial effective devaluation. The
capacity of soft currency importers to increase dollar purchases under any
acceptable arrangements was limited in view of their basic balance of
payments positions. As balance of payments conditions have improved,
reliance on such export promotion techniques has decreased and trade has
become less subject to restriction and discrimination, especially outside the
fields of agricultural and manufactured commodities where domestic pro
tectionist pressures are most important.

Canada's exports must also compete with goods produced with govern- ,
mental assistance in customer countries. Domestic subsidies to agriculture
have already been mentioned.- In addition, the development of facilities
may be encouraged through accelerated depreciation provisions in the tax
regulations, as in the cases of newsprint and aluminum production in the
United States. Further, the United States Government constructed facilities
during the war for the production of aluminum and synthetic rubber. Large
-United States public funds have also been invested in the development of
Cuban nickel deposits.

(e) Canadian Policy

The Canadian Government, in its turn, has, encouraged .exports through
some of the techniques noted in the preceding subsection. Special tax
concessions to mining, contracts enabling the write-off of uranium mining
and milling facilities, and government wartime construction of the synthetic
rubber plant have all contributed to the development of export industries.
Exports have also been aided by export credits insurance, by tied loans and

3 See Chap. 3. Section III (a).
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requirements for cash purchases in Canada in the early postwar period,
by grants under the Colombo Plan and by some bilateral trade agreements.
Under these agreements, Canada has obtained the easing of dollar import
restrictions on salt cod by Spain and Portugal, the removal of discrimination
in the Japanese import licensing of some important export commodities, and
a commitment by the U.S.S.R. to buy specified quantities of wheat. In
exchange, Canada has granted most favoured nation treatment to the partner
countries and, in the cases of Spain and Portugal, some m.f.n. tariff conces
sions. In the past, there was the application of provincial measures which
stimulated the "up-grading" of exports from pulpwood to wood pulp and
newsprint'.

•Of more fundamental importance has been-government policy in its
broader aspects, a policy which has tended to create a favourable environ
ment for exports. The relatively liberal Canadian commercial policy has led
other countries to treat imports from Canada more liberally than might
otherwise have been the case. Not only has Canada obtained m.f.n. tariff
reductions by customer countries in return for Canadian concessions, but in
addition, other countries have been more willing to grant entry to Canadian
goods through their quota systems. The fact that United States capital has
been allowed to flow into Canada's basic industries has enabled their more

rapid development and has aided exports by providing sales outlets to
associated companies in the United States. On .the other hand. United States
controlled companies in secondary industries may be limited to sales in

. markets not reserved for the parent organizations. The significance of this
is limited, however, in many cases where the Canadian operation is of a higher
cost character than that in the United States. Of basic importance have been
the over-all fiscal and monetary policies followed by Canada which, by
keeping inflationary developments in check, have enabled exports to be sold
at prices which were attractive to external users of the commodities.

(f) Canada's Resources

The various influences which have ,been reviewed would all be of little
significance if the world, and,the United States in particular, did not have
strong needs for the commodities which Canada can produce on competitive
terms. Agricultural, forest, mineral and hydro-electric resources provide
the basis for the bulk of Canada's exports. Trade in many agricultural
commodities has met with difficulties in recent years. But the world has
needed, and has been willing to pay for, the products of Canadian forests,
mines and hydro-electric facilities. In exports to the United States, Canada
behefits from its-location next to the world's largest import market, a market
which can buy without thought to foreign exchange considerations. The
postwar period has seen the emergence of a greatly increased United States
dependence on imports of certain basic materials, to a very significant extent
those which can be supplied by Canada. Thus Canada provides the bulk
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of United States consumption of newsprint, asbestos and nickel and substan
tial proportions of other materials, with large future growth expected for
such commodities as petroleum, uranium oxide and iron ore. Defence
considerations mean that, to the extent to which the United States requires
imports, Canada is in a favourable strategic position for development as a
source of those requirements.

11, The Postwar Shift in the Direction of Exports

. The factors noted in the preceding section are relevant both to the
determination of the total of Canada's exports and also to their distribution
by areas. No separate analysis of the causes of the area distribution is
offered. The present section is concerned with two closely related shifts in
the p'attern of Canada's exports: the postwar increase in the percentage
going to the United States, and the decline in the share to the United Kingdom
in comparison with the period immediately before the war.

The broad nature of the postwar changes in the destination of Canada's
domestic merchandise exports can be seen from the following table.

Destination of Canada's Domestic Exports ^
(percentages of total domestic exports, excluding gold,

to all-countries except Newfoundland)

r Continental

, U.S. U.K. Western Other

Europe countries (a)

1937 36 38 9 17

1946 38 27 12 23

1947 38 28 11 23

1948 50 23 10 17

1949 50 24 8 18

1950 65 15 6 14

1951 59 16 9 16

1952 54 17 10 19

1953 , 59 16 9 16

1954 60 17 9 14

1955 60 18 8 14

(a) Rounded, so that the total equals 100 for each year.

Source: Data presented in Appendix D.

The postwar increase in the share of exports going to the United States was
accompanied by dechnes in the relative importance of the United Kingdom,
continental Western Europe and all other countries as a group. If recent
years are compared with 1937, however, most of the relative decline occurred
in sales to the United Kingdom, with exports to the Continent showing little
change and those to all other countries declining only moderately.
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In the early postwar period, overseas countries were, faced with serious
shortages of goods. For many countries, the effects of the'war meant that
supplies from domestic sources were not readily available and import needs
were all the greater. It was in this situation that large Canadian loans arid
credits were granted, facilitating purchases in Canada by the United Kingdoni
and other overseas countries. Exports to the United States were limited
both by high levels of demand in Canada in the face of relatively irielastic
supply conditions and by.overseas commitments. In some cases, export
controls on shipments to the United States were used in order that these
overseas commitments could be met. Thus, .despite the more rapid rate of
growth which had occurred in the United States economy, and despite
overseas exchange difficulties and restrictions, the share of Canada's exports
going to the United States was not much different from the immediate prewar
period. The share going to the United Kingdom was below the 1937 level,
but there had been roughly offsetting increases in the' shares of other overseas
countries. , , , "

The financing of overseas exports by Canadian credits, a rapid increase
in imports from the United States associated with high levels of activity in
Canada, and adverse private capital movements produced the Canadian,
exchange crisis of 1947. While other factors were also at work, the quick-
recovery of foreign excharige reserves from the low levels reached at the

-'end of 1947 was in considerable rrieasure due to the expansion of exports to
the .United"^States. Overseas loans were drawn upon more slowly and then
were exhausted or expired. The convertibility experiment ended in August
,!1947,. and sterhng area countries reimposed restrictions on dollar imports.
Other overseas countries, also, were faced with falling reserves and intensified
their dollar restrictions. Exports to the United States, on the other hand,
were facilitated by tariff reductions negotiated under the General Agreement
on Tariffs and Trade (GATT), first.at Geneva in 1947. Governmerital efforts
were made to expand and divert exports to the United States; important here
was the removal of export cpntrols in 1948, a move which was followed
by heavy exports, of coarse grains, beef and beef cattle. Increased United
States demands were also very important, for example, in non-ferrous base
metals. Another factor was the exchange rate adjustment of 1949, the
irnmediate effect of which was to cheapen Canadian goods in the United
States and to make them, more expensive in the United Kingdom and other
overseas countries. An important offset was" provided by the European
Recovery Program under which substantial United States funds were
available for spending on Canadian exports. Nevertheless, Canada's over
seas exports declined sharply in value from 1947 to 1950, while exports to
the United States approximately doubled.

. ' ^ j

Some of the ,forces at work in the period immediately after Canada's
exchange crisis, and the new ones introduced by the Korean emergency,
were temporary. But, while .exports to the United States of cattle and beef,
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for example, have not retained the magnitudes a,chieved, this development
has been offset by increases elsewhere. Total exports to the United States
have continued to increase since 1950, although more slowly than over the
three or four previous years, and the United States share of total Canadian
exports has remained high. Significant enduring factors have been the rapid
rate of growth of the United States economy and its developing needs
for the materials supplied by Canada. Terms of access to that market have
beenrelatively easyfor basicmaterials, while restrictions on many of Canada's
traditional exports have continued in overseas countries. Becominggradually
more important in enabling rising exports to the United States has been the
-great expansion' in the discovery and development of Canada's mineral
resources, an expansion in part undertaken by United States capital and
enterprise.!®

More information on the postwar growth of Canada's domestic mer
chandiseexports to the United States is set forth in the table in AppendixE.
That table presents data, for 1937, 1947, 1948, 1950 and, 1955, covering
Canada's exports of a number of major items to'the United States and to
the world as a whole. In order to,present the most meaningful quantity
data, the finest commodity breakdown appearing in Trade of Canada is used.
While 34 items are presented (including a few less important ones to increase
comparability over time), they cover only 67% of 1955 domestic merchandise
exports to the United States and 68% of the $1,525 million increase in these
exports between 1947 and' 1955. Thus they encompass a substantial amount
of the trade and the postwar increase, but by no means tell the whole story.

The data in Appendix E are difficult to summarize and their varied
behaviour can-best be seen by examining the individual items in the table.-
In general, they show substantial value increases in exports to the United
States between 1947 and 1955, although there were declines in the cases of
unpeeledpulpwood other than poplar, unbleached sulphite wood pulp (both
strong and news grade), lead in pigs or refined- lead and crude asbestos
(a minor item included to increase comparability over time). Over the same
period, however, exports to the United States of all pulpwood, wood pulp,
lead and products, and asbestos and products each increased in value. Among
the items in the table, 1955 values were below the 1937 level only in the
cases of'wheat-and beef cattle over 700 pounds. Expprts of all cattle to
the United States were also down between the two .years.

Of the 33 items for which data for each of the years 1947, 1948, 1950 and
1955 are presented, the volunie of Canada's exports to the United States rose
between each of the years in 14 cases. In four others, the volume rose with
interruptions but was much higher in 1955 than in 1947. For nine items,
the volume of exports to the United States rose after 1947 and then declined.

A more detailed analysis of export and other balance of payments developments in the first seven postwar
years is contained'in the D.B.S., The Canadian Balance of Inlernahonal Payments tn the Postwar Years,
1946—1952,
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but remained above the 1947 level. Declines following initial rises carried
volumes below'the 1947 level for five other items. Only the minor item, crude
asbestos, showed a steady volume decline between each of the years.

Considering changes in the percentages of these exports going to the
United States, there was considerable variation in behaviour, as well as
considerable variation in the importance of the United States market in 1955.
For some items — whisky, beef cattle weighing over 700 pounds, beef and
veal, unbleached strong sulphite wood pulp, reaper-threshers, and copper
in ingots and similar forms — the United States share of the total moved up
from 1947 to 1955 but with interruptions in some cases. The percentages
of exports of barley, wheat, planks and-boards (each of four items), primary .
and semi-fabricated aluminum, fine nickel and zinc spelter going to the
United States rose and then fell, but remained above the 1947 level. Per
centages also rose in the cases of paper grades of bleached sulphite pulp
and lead in pigs or refined lead, but then fell below 1947. In the case of zinc
ore, the United States share fell from 100% in 1947 and 1948, but then rose
to nearly 90% in 1955. The share fell, with interruptions in some cases,
in peeled pulpwood other than poplar, the remaining four wood pulp items,
iron ore and the three asbestos items. Finally, for red cedar shingles, unpeeled
pulpwood other than poplar, newsprint, crude petroleum and crude artificial
abrasives the high United States shares remained relatively stable.

Information of the same nature on Canada's domestic merchandise

exports to the United Kingdom is presented in the table in Appendix F.
These data cover 1937, 1947, 1950 and 1955 and show Canada's exports of a
number of items of major importance to the United Kingdom and to the
world as a whole. Again the finest commodity breakdown is used. The table
covers 67% of Canada's domestic exports to the United Kingdom in 1937,
about the same as the share of 1937 exports to the United States covered in
the table in Appendix E. Yet, unlike the data presented for the United States
where the coverage remained relatively constant for each year shown (between
63%.and'67%), the share of exports to the United Kingdom ineluded in the
items in the table in Appendix F rose from 67% in 1937 to 73% in 1947, and
to 83% in 1950 when exports to the United Kingdom fell to their lowest
postwar value. For 1955, the coverage — at 75% of the total United King
dom trade — was still above 1937. As a group, therefore, the items covered
in the table have become more important in Canada's export trade with
the United Kingdom, so that an analysis of them cannot present a wholly
typical story of what" has .taken place since the prewar period. Part of the
difference is accounted for b~y a decline in the importance of manufactured-'
or processed goods, as well as some agricultural items, none of which is
important enough to be shown in the table but which, in the aggregate, help
to explain the change.

' Most of the items in the table in Appendix F show increases in the value
of exports to the United Kingdom between 1937 and 1955. Value (and
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volume) declines did occur, however, for bacon and hams, cheese, eggs in
the shell and fine nickel. In each case except that .of nickel, exports were
higher in value in 1947 than in 1937 but declined subsequently, with bacon
virtually and eggs entirely disappearing by 1955. Douglas fir and spruce
lumber (planks and boards) also rose in volume between 1937 and 1947 and
then dropped below the 1937 volume by 1955. On the other hand, •exports
of wheat and wheat flour fell after 1947 but were in 1955 still above the
1937 level. For eight items, Canada's exports to the United Kingdom
declined in volume between 1937 and 1947 but rose between 1947 and 1955;
the 1955 volume was below the 1937 level for copper ingots, etc., lead in pigs
or refined lead, and nickel in matte or speiss, but was above 1937 for barley,
oil cake and meal, newsprint, platinum and the platinum metals (value data),
and zinc spelter. Finally, the volume rose between 1937 and 1947 and
continued, up in the period 1947 to 1955 in the cases of bright, flue-cured
unmanufactured tobacco, hemlock lumber and aluminum.

Turning to the percentage of total exports going to the United Kingdom,
no cases of steady increases from 1937 to 1947 to 1955 are found. At the ,
same time, however, the table includes three items for which the United
Kingdom share was very high in ,1955: oil cake and meal at 97%, unmanu
factured tobacco at 83%, and cheese at 92% (all figures based on volumes).
A number of other cases where the United Kingdom market took almost half
or niore than half of the total are also found. The most common case,,
however, was that where theUnited Kingdom share ofthe totaldeclined both
from 1937 to 1947 and from 1947 to 1955. This was true of wheat flour,
unmanufactured tobacco, Douglas fir and'spruce lumber, copper ingots, etc.,
nickel in matteor speiss, fine nickel, and platinum and the platinum metals.
The percentage rose to 1947 and then fell to below the 1937 relation for
barley, wheat, bacon and hams, and eggs in the shell. The United Kingdom
share of Canada's cheese exports rose and then returned to about the 1937
level, while the post-1947 relative decline in hemlock lumber left the share
above the 1937 level. United Kingdom purchases of oil cake and meal and

"newsprint fell as a percentage of total exports between 1937 and 1947 and
then rose to establish a larger share in 1955 than in 1937. Lead in pigs
or refined lead and zinc spelter also saw a decline and thetf an increase in
the United Kingdom share, but here the 1955 percentage was below that in
1937. Finally, the share of Canada's aluminum exports takenby the United
Kingdom showed relatively little change, remaining at about one-half in each
of the three years.

. -As in the case of the trade with the United States, the movement in
major coirimodities exported to theUnited Kingdom does notshow toomuch
in the way of a typical pattern and can best be studied by examining the
detailed trade data, some of which are presented in Appendix F.
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THE FUTURE OF THE WORLD TRADING

ENVIRONMENT

-In considering the prospects for Canada's exports, it is necessary to
formulate some general views about the sort of world in which Canadians
will live and trade some 25 years hence. This chapter seeks to indicate the
environmental framework into- which Canadian activity will have to fit. To
a large extent, thenature of thesubject matter is such that theviews expressed
must be in qualitative rather than quantitative terms. At their basis lies the
assumption that there will be no major war. Further, much of the considera
tionis predicated upona continued highlevel ofeconomic activity throughout
the world. This proposition is subject to analytical consideration and it is
possible to examine some of the consequences of less than full employment
or of a level which is maintained artificially. In essence, however, full
employment is in the nature of a basicassumption. From this base, certain
judgments are offered as to the character of hkely developments. • While
the march of events may confirm or deny these judgments, it is hoped that
they are^sufficiently firmly based upon present facts and trends that they
provide, in the main, a reliable guide to the probable development of the
world trading environment.

I. Political Assumptions

Basic to all the work of the Commission is the assumption that there will
be no major war over the next 25 years. The destruction and dislocation
attendant upon such a conflict would probably be so enormous as to render

•meaningless any attempt to look into the future. On the other hand, war
might call forth vast technological advances which would greatly affect
subsequent economic development, if man were in a condition to employ
them after the conflict.

At the same time as it is assumed that there will be no major war, it seems
reasonable to anticipate that world tensions will continue, and that economic
intercourse with the Sovietbloc willbe restricted and subject to non-economic
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considerations.! jhe relaxation of this second assumption would involve
some adjustments consequent upon the^reduction of defence expenditures.

• In addition, freer trade with the countries of the Soviet bloc might increase
competition in a number ofraw materials, but at the same time might create
added markets for the export industries of the West. The total effect is
uncertain, although some judgments are offered below.

Despite the disagreements which exist and may continue to exist, it is
also necessary to assume that the composition of the area outside the Soviet
blocwill remain as it is today, and that .economic forces will be the determi
nants of what shifts in international trade take place. While there may
be some economic integration, it is assumed that Canadian exports will not
be excluded from important markets for political reasons (except in so far as
such forces as protectionism are regarded as political). .Further, it is antici
pated that co-operation for the improvement of international economic
relations will continue, largely within the institutional framework which has
been established since the war. ^

II. Economic Policy

(a) "Full Employment"

In the future, as in the past, the level of Canada's exports, and of world
trade in general, will be profoundly influenced by the levels of incomes and
employment, i.e., by the buying power, in important importing countries.
To the extent that something approximating full employment is maintained,
the exports of all countries will tend to reach their maxima.

During the postwar period, incomes and employment have^ generally
remained high throughout the international trading community. This has
been the result of the high levels of spending consequent upon the necessity
ofrepairing direct war damage, the provision ofprivate and public facilities
delayed by the more urgent demands ofthe war, the level ofdefence expendi
tures resulting from the tense international political situation, the higher
levels of government social services, and the continuing growth of private
and public capital investment. As some ofthese forces have weakened, others
have come to the fore. Economic activity has fluctuated but, by and large,
such fluctuations have been within relatively narrow limits. In general,
the problem has not been that demand was insufflcient to assure adequate
levels ofemployment, butrather thatdemand tended to exceed the ability to
produce, so that prices have been pushed upward.

For the future, a basic tenet of economic policy throughout the world is
thata high and stable level ofemployment should be maintained. This does
not mean that everybody must be employed at all times;.the costs resulting
from the inflexibility associated with over-full employment are well known.

I-For brevity of expression, the phrase "Soviet bloc" is used to include the U.RS.R., Albania, Bulgana,
^ Czechoslovakia, Eastern Germany, Hungary, Poland, Rumania, mainland China, Mongolia, North

Korea and Vietminh.
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But-it does mean that a significant proportion of the labour force must not
for long be without opportunity for employment. The degree of unemploy
ment which can be tolerated will vary from country to country and perhaps
over time, but governments will be under enormous pressure to prevent
the re-emergence of such conditions as existed in the^early 1930's. The war
demonstrated the power of governmental action to eliminate substantial and
persistent unemployment, and governments will not soon be allowed to
forget this lesson.

In these circumstances, need a consideration of the trading environment
be concerned about income and employment? A decline in investment, or
in other important areas of demand, might weaken the basis for present
prosperity. In such circumstances, it is to be expected that governments
would, if necessary, act to maintain reasonably high levels of activity. The
necessity for such "artificial" maintenance of activity, however, could have
consequences for world trade. It is not suggested that normal governmental
measures undertaken to maintain stability or to meet a minor decline in
activity need have significant effects on trade. Nevertheless, if a government
vwere forced to spend substantial sums to maintain employment, it would
probably find it difficult to see the funds which it pumped into the economy
spent on imports, to the benefit of foreign rather than domestic employment.
Just as the United States restricts the import of commodities the prices
of which are supported under its agricultural programme, so imports might
tend to be restricted where public funds were being spent to stimulate
employment. The effects of higher imports in stimulating foreign demand
and, thus, higher exports and domestic employment might well seem incom
plete and uncertain. Probably much more apparent to governmental
authorities would be the more immediate employment effects of curtailing
imports which could be replaced by domestic production.

Other countries, even if not initially affected by the decline in activity,
might soon be forced in to the position of restricting their imports. The drop
in their exports consequent upon increased restrictions abroad might cause
unemployment or at least sufficient uneasiness to produce retaliation. For
some, the decline in exports, and perhaps in the inflow of international
investment which supported an import surplus, might produce balance of
payments problems. Difficulties might be avoided, or their impact delayed,
through the use of exchange reserves, drawing on the International Monetary
Fund, or depreciation of the exchange rate. But available resources and
the extent to which an exchange rate depreciation would be_acceptable
would both be limited, so that here too restrictions on imports might be
increased.

The foregoing suggests that the necessity for widespread governmental
activity to maintain employment could mean a cumulative increase in
restrictions affecting imports and, thus, a cumulative decline in the level
of world trade. The case has been put in strong terms. It assumes a ten-
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dency to a decline too great to be met by .normal monetary and taxation
measures alone, but which induces the spending of substantial government
funds and, perhaps, support to import-competing industries. Even so,
the effects upon trade could be prevented through international co-operation
which took into account both the direct and indirect economic effects of

alternative courses of action and by the exercise of wise international states
manship. Yet the dangers cannot be ignored.

It is not the purpose of this study to examine in detail the likelihood of
the maintenance of worldwide full employment without the necessity of
special governmental measures. Nevertheless, it is relevant to stress the
extent to which the current high level of activity rests on governmental
spending and investment. In the United States, the world's largest im
porter, about 20% of G.N.P. in 1955 resulted from government purchases
of goods and services — 11% national security and 9% other. Gross private
domestic investment accounted for over 15% of 1955 G.N.P., so that only
65% rested on personal consumption expenditures. The role of consump
tion was down sharply from 1929 when it accounted for 76% of G.N.P.,
this change being offset almost entirely by the growth in government
spending.2

Much expert opinion today is very bullish, foreseeing a general con
tinuation of high levels of activity and upward pressures on prices, with
but minor and short-lived setbacks appearing from time to time. There
are grounds for cautious optimism that relatively high employment can
be maintained without special governmental measures undertaken to
support it. Nevertheless, if present governmental expenditures should be
reduced, a much greater burden could be placed upon spending in other
sectors of the economy. The easing of the governmental financial position
and the tax reductions consequent upon a reduction of defence expenditure
would, of course, tend to produce some more or less automatic increase
of expenditure in other fields. Yet an analysis of the future based upon an
assumption of continuing "natural" full employment — as almost all such
analyses will be — involves essentially a consideration of the maxima
which can be obtained. Such a situation may continue to exist, and there
is a universal hope that it will, but the possibility that actual results will not
come up to the maxima forecasted cannot be ignored.

(b) Restrictions Affecting Imports

If it is assumed that the level of employment will, in general, be main
tained without special governmental measures, what is likely to be the
world commercial policy environment?

2 United States Department of Commerce. Survey nf Current Business, July 1956, pp. 10-11. The discus
sion in the text ignores net foreign investment which amounted to 0.7% of G.N.P. in 1929 and —0.1% '
in 1955.
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The postwar period has seen both a reduction of tariff barriers and a
significant relaxation of the exchange and trade restrictions which had
been inherited from the war. As the effects of dislocation and destruction

,resulting from the war have been overcome, and production has risen far
above prewar levels, balance of payments difficulties have been lessened.
Aiding this development was the adoption ofmore realistic foreign exchange
rates and the increased reliance on monetary and fiscal policies as means
of overcoming the causes of payments difficulties. The International
Monetary Fund has urged upon member countries the desirability of relaxing
restrictions where possible—^ in their own'interests as well as in those
of the international trading community — and has assisted members in
overcoming difficulties standing in the way of relaxation. Similar policies
have been pursued through the General Agreement on Tariffs and Trade
(GATT) and by the Organisation for European Economic Co-operation
(O.E.E.C.).- Thus, governments have' found it possible and desirable to
reduce the barriers to trade ,and exchange which they had erected.

' Although there remains scope for further progress, and increased freedom
continues to be the generally announced goal, a number of factors stand in
the way of additional relaxation and there has been some slowing down
of progress. Uncertainty as to what the future may bring causes reluctance
to dismantle remaining direct restrictions, even in countries which admit that
balance of payments difficulties no longer exist. Such countries may hesitate
to take the final step and cut themselves off from the restrictive mechanism
upon which they have depended in the past and which might be useful in
possible future difficulties. Other countries feel that their balance of payments
and exchange reserve positions are still too weak to allow them to do without
restrictions.

Another factor holding up the removal of exchange and trade restrictions,
even after they are no longer justified by the balance of payments, is the desire
to protect domestic industries. To some extent, these industries have
developed behind the system of restrictions and it is easier in the present
•international environment to provide protection through the continuation
of an import and/or exchange quota than to raise the tariff, which will
frequently involve international negotiation and perhaps the granting of
compensation. Protectionist pressures are such as to make the final stages of
relaxation the most difficult. Restrictions can be removed to the generally
recognized benefit of the country undertaking the action as long as there is
a large area from which to choose. Such relaxation can mean more abundant
and cheaper goods to the consumer and cheaper raw materials for indus
try, benefiting the health of the'economy and its export competitiveness,
without, providing serious competition to domestic producers. As relaxation
progresses, however, it becomes more and more difficult to move further
without selecting commodities produced domestically, in some cases by
industries developed behind and because of the restrictions which have been
in force.
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One important aspect of the protectionist problem is the use of restrictions
to protect domestic agriculture. Agricultural protection has part of its basis

•in security considerations; it is frequently related to the real or alleged
political importance of the farm population; and there is often expressed
the desire to retain balance in the economy and the benefits of farming as a
way of life. Home markets for high cost and frequently subsidized agricul
tural producers are protected both by cost-raising devices, such as tariffs,
and by restrictions, such as prohibitions and quotas, which limit imports
without raising landed costs. Where production called forth by high net
returns to producers cannot all be sold domestically, sales abroad may be
stimulated by export subsidies and other devices. Thus, low cost producers
of agricultural .commodities find their entry into natural markets restricted
and face subsidized competition for the limited markets available. -

Prospects would seem to be for a continuation of substantial agricultural
restrictions. It is further to be expected that these restrictions will continue
to include those of a quantitative type as well as tariffs. Tariffs might have
to be raised to very high levels in order to achieve the limitation presently
provided through quotas, etc., and countries may be unwilling to advertise
the degree of protection necessary to achieve their purposes. Further, where
domestic production is subsidized but some imports remain necessary,
governments may be unwilling to raise the costs to consumers to the extent
which would result if imports were limited only by high tariffs. With produc
tion stimulated by artificially supported prices, the existence of surpluses will
probably continue to result in pressures for export subsidies and other sales
incentives.

The strength of the desire to continue agricultural protection was demon
strated at the Ninth Session of the Contracting Parties to the GATT in

1954-55, which undertook a review of the General Agreement. At that
session, the Contracting Parties were concerned mainly with the problem
of agricultural protectionism when they passed a decision under which the
obligations to remove quantitative import restrictions no longer needed
for balance of payments purposes could be waived subject to compliance
with certain conditions. While a waiver under this decision might not be
given for a period exceeding five years, this provision has been regarded as
too restrictive by at least some countries seeking to continue agricultural
protection. By another decision, the Contracting Parties granted to the
United States a waiver of GATT provisions to the extent necessary to prevent
a conflict with such provisions in the case of action required to be taken
by the United States Government under Section 22 of the United States
Agricultural Adjustment Act.® No time limit was placed upon the waiver and
it did not limit action to commodities presently under restriction.

3 Section 22 of the Act provides that, whenever the President of the United States finds that products are
being or are practically certain to be imported into the United States in such quantities and under such
conditions as to render ineffective or materially interfere with an agricultural programme, he must take
action to prevent imports from having such effects. Measures imposed include both the establishment
of import quotas and the imposition of fees charged upon imports.
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~ Arrangements for the disposal of surpluses also came up for consideration
at the GATT session and a resolution on this matter was passed. This,
however, was essentially only an expression of "intention to liquidate any
agricultural surpluses ... in such a way as to avoid unduly provoking
disturbances on the world market that would adversely influence other
contracting parties" and a call fpr consultations with other interested con
tracting parties by a country when arranging to dispose of agricultural
surpluses. In the proposed revision of the General Agreement, additional
provisions on export subsidies were agreed by the delegations to the session.
In these provisions, "primary products" are treated separately from other
commodities and subjected to the basic limitation only that the subsidy shall
not be applied in a manner which results in the receipt of more than an
equitable share of world export trade in the product.

While the agricultural field provides a striking case, protectionist pres
sures continue to exist elsewhere. Strong forces aiming at the continued
protection of manufacturing are to be found throughout the world, although
their effects may be regarded as less insidious, since, in the absence of balance
of payments difficulties, such protection is more likely to be applied through
tariffs. Even for manufactured goods, however, the complete elimination
of restrictions other than tariffs will meet resistance.

A feature of the postwar period has been the strength of the desire of
underdeveloped countries to achieve political and economic independence.''
In the economic field, this finds its expression in a burning desire to achieve
economic development at the speediest ^possible pace and in programmes
aimed at such achievement. The economic development which is desired
is generally in large measure industrial development and, indeed, the pro
grammes are sometimes subject to outside criticism as involving some neglect
of the primary industries in which the underdeveloped countries are relatively

. more efficient. In any event, aspirations are for the diversification of industry
which, these countries believe, will raise domestic standards of living and
make the economy less subject to external shocks. While light industry such
as textile manufacturing is frequently established at early stages, the pro
grammes run far beyond this and often envisage the creation of relatively
complex heavy industry.

In general, although by no means universally, economic development is
being undertaken behind a relatively high wall of restrictions. Industries
which are being developed are protected by high tariffs, special treatment in
the exchange market and quantitative limitations affecting imports. Even
after they have been established for some time, it is likely that many of them
will be of a relatively high-cost nature so that the pressure for protection
will continue. Further, while a number of underdeveloped countries have

* As is suggested in paragraph 4 (a) of proposed revised Article XVIII of the General Agreement on Tariffs
and Trade drawn up at the Ninth Session of the Contracting Parties, an underdeveloped country may be
defined as one "the economy of which can only support low standards of living and is in the early stages
of development".
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indicated their recognition of the need to avoid inflation, some have also
shown their inability to avoid it. In part, this is related to the nature of their
economic and administrative systems. In part, it results from their efforts
to divert resources to development (sometimes on top of substantial arma
ment expenditures) without there being a corresponding reduction of con
sumption or inflow of capital. In the future, economic development may
be expected to continue to be associated with inflation in a number of
countries. This, in turn, will mean a continuation of balance of payments
difficulties, as a result of high demands for imports and the raising of costs
in the export industrie,s. Thus, there will be a continued use of restrictions
to prevent the draining away of exchange reserves as well as to provide
protection. For some countries, continued use of multiple exchange rate
systems and depreciating exchange rates may be expected.

Many underdeveloped countries may thus be expected over the next
25 years, to maintain significant restrictions affecting imports and perhaps
export promotion devices (through multiple currency practices, bilateral
agreements, etc.). Facilities enabling them to increase tariff protection, to
apply quantitative restrictions for balance of payments purposes, and to
take other measures were incorporated into text of; and more into the spirit
behind, the proposed revised Article XVIII of the General Agreement on
Tariffs and Trade agreed at the Ninth Session of the Contracting Parties.
The restrictions onimportswill undoubtedly fallmostheavily on commodities
which can be produced locally, especially those involved in the development
programme, and on goods regarded as luxuries. Treated more liberally
will be basic raw materials not available locally and goods needed for
economic development.

Although protectionist forces and the possibility of periodic balance of
payments difficulties cannot be ignored, the outlook for the continued
reduction of restrictions is better in the more industrialized areas of the world,
particularly outside the field of agriculture. A very favourable development
has been the fact that various major trading countries, have come more
and more to rely on fiscal and monetary policies to meet balance of payments
fluctuations. In this way, they have avoided increasing restrictions directly
affecting trade in the face of temporary difficulties. Reliance on indirect
controls is far from complete; yet, in the absence of severe deflationary
shocks, the trend is likely to continue and there should be a progressive
reduction of remaining restrictions.

Despite the prevalence in the early postwar years of views sueh as that
which held that Western Europe faced a structural dollar shortage, very
substantial relaxation has been possiblewithout general payments difficulties.
The remarkable growth of production outside North America and its
efficiency has aided, and in turn been aided by, the removal of restrictions.
Continued growth of world production and trade in the future should be
accompanied by further relaxation of restrictions,'although in many areas
48
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progress may not be automatic but may require continued urging by other
countries adversely affected and by international organizations. Tariff bar
riers will undoubtedly remain, although there is hope that they will be
lessened over the quarter century under consideration. Progress in the tariff
field has slowed down since the first two rounds of GATT negotiations in
1947 and 1949. With protectionist demands and the increased significance
of tariffs as a result of the reduction of protection through restrictions of
other types, future progress will probably be slow. Continued efforts in the
field should, however, bring some reductions. Protectionism, the desire for
economic development and the continuation of balance of payments diffi
culties in some countries will undoubtedly delay the removal of exchange
and trade controls limiting the movement of goods, so that, in certain areas,
theymaywell be in force over the next25 years. In addition, the emergence
of a more permanent regionalism or regional economic integration of the
sort to bediscussed in Subsection (e) maymean that furtherrelaxation against
non-mernbers of the region will be delayed. On balance, however, stability
and growth should mean continued progress in the relaxation of exchange
and trade restrictions and should enable their elimination over an increasing
range of international-trade and payments. To the extent that major
trading nations moveforward in the reduction of trade barriers, the resistance
of others will decrease. In this connection, the United States, as the world's
largest producer and trader, occupies a key position. The outlook for policy
developments in major trading areas is considered below.

(c) Convertibility^

The convertibility of major currencies has now been anticipated for so
long that any prediction of when it will be achieved would be rash. Some
countries contemplating the move have felt that balance of payments prob
lems must still be overcome, or that larger exchange reserves must be built
up or assured. Others are reluctant to move by themselves, particularly
before sterling becomes convertible. It is possible that the adjustments
attendant upon the creation of a regional free trade area, or some other
regional arrangement of a iriore or less permanent nature, may further delay
final action.

As it has been outlined, the establishment of formal convertibility would
not mean an immediate return to complete freedom in exchangetransactions.
In general, it has been suggested that control would continue to be exercised
over international capital movements — some countries being more con
cerned with the control of the outflow and others with the control of the
inflow of capital. Further, the nature of the moves taken, at least initially,
might vary among countries. Some have stressed what may be called
"external" convertibility which would concentrate on the establishment of
facilities for the conversion of current earnings of their currencies by all

^ P",' in this subsection are further developed in the consideration of prospects for the
United Kingdom and continental Western Europe in Section III.
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Other countries into gold or other currencies including dollars. This might,
however, be accompanied by some continuation of restrictions on imports,
perhaps discriminatory restrictions. Other countries have favoured a system
of "internal" or "domestic" convertibility under which they would first free
imports from restrictions, allowing the conversion of their currencies into
gold or other currencies only if they were earned by countries which were
themselves convertible, and settling with inconvertible countries on a
restricted, perhaps bilateral, basis.

A number of countries have already taken major steps toward the
establishment of convertibility of this nature, with substantial reductions in
import barriers and discrimination, the re-establishment of commodity
markets, the extension of the transferability of their currencies among
non-dollar countries, and the recognition of international currencymarkets.^-
Further steps may be delayed by reluctance to take a position from which
it would be difficult to, retreat. Nevertheless, much of the groundwork
has been laid and further progress remains to the objective.

At this stage, it may be worth considering briefly the likely effects of the
further removal of restrictions and the establishment of convertibility on
world trade, and particularly on Canada's exports. As has been noted, this
movement cannot be expected to have widespread effects on trade in agri
cultural commodities nor to involve substantial commercial policy changes
by the underdeveloped countries. Further, trade in manufactures will prob
ably continue to face relatively high tariff barriers as well as other restrictions
in some cases. The basic fact, however, is that, with restrictions or-without
them, a country can import no more^than it can pay for. By and large, the
countries whose currencies are likely to become convertible have been im
porting at near their capacity to pay on a continuing .basis. Exchange
reserves have in some cases increased but, at the safhe time, external aid and
other extraordinaryreceipts have been obtained. Exceptin so far as increases
occur in these receipts or in borrowing, imports can only be increased sub
stantially if other foreign payments are reduced or if foreign earnings are in
creased. The possibilities for increased expenditures upon imports must de-

- pend largely on exports being increased. Substantial economic growth is
expected throughout theworld and with it a growth in world trade, although
not necessarily at the samejate. In addition, more effective control of infla
tion and increased efficiency should releaseresources which could be used to
expand exports. Nevertheless, the extent- to which convertibility could
suddenly enable over-all increases in exports and thus in imports would
appear to belimited. In sofar as reliance on exchange and trade restrictions

®After reviewing developments, the International MonetaryFund on p. 7 of its Annual Report^the Execu
tive Directors for the Fiscal Yearended April 30, 1955, stated as follows: "As a result oi all thpe factors,
there is a high degree of effective convertibility of sterling and of the deutsche mark into dollars at dis
counts which at the time of writing this Report were approximately 1 per cent below the ofncial rates,
and to some extent this was also true of other currencies." With respect to the time of wnting , the
Report's letter of transmittal was dated July 1. 1955. Further developmentsare discussed in the s
1956 Anmial Report, pp. 89 and ff; and in its Seventh Annual Report on Exchange Restrictions, 1956,
pp. 2-9.
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is abandoned, countries must use other devices to prevent the demand for
imports from exceeding their ability to pay for them; fiscal and monetary
controls, perhaps coupled with exchange rate depreciation, must be used
where necessary.

To the extent that the possibilities of expanding exports are limited, the
removal of remaining restrictions cannot be accompanied by a considerable"
increase in the imports of the countries taking such action. If this were to
persist, the restrictions would have to be reimposed. This is not, however,
to suggest that the further removal of restrictions would not be highly
desirable. Countries with restrictions can benefit from their further elimina

tion, which will provide more varied and cheaper goods for their consumers
and increase the competitiveness of their industries, both by cheapening
their raw materials and equipment and by forcing them to meet additional
competition. Inithis way, some increase in exports should be possible. More
normal trading relations can be established and fuller advantage can be taken
of the benefits of the international division of labour. The necessity of'
curbing inflationary tendencies will become more apparent and long-run
efficiency will be increased.

This healthier world economy will mean gains for all countries, Canada
among them. Canada also stands to gain from the reduction of remaining
discrimination. But much of the trade in Canada's major exports has already
been put on a non-discriminatory basis, and the demand for primary ma
terials has been such that Canadian sales have been substantial even when
faced by discriminatory restrictions. Only limited further changes can be
expected to accompany convertibility, for the system could not survive a
wholesale shift to dollar sources of supply any more than it could a large
sustained increase in total imports. Such a shift, however, is not to be
expected in view of the improved competitive position of the non-dollar area.

{d) Bilateralism

In a world of limited convertibility, vestiges of postwar bilateralism may
be expected to continue, although its raison d'etre is diminished.

Many countries have employed bilateral trade and payments agreements
in the postwar period as means of obtaining desired imports, while limiting
hard currency settlements, and as means of securing special treatment for
their exports. Some bilateral agreements have involved the substantial
extension of credit, often beyond that originally contemplated. Other agree
ments or special bilateral arrangements have been undertaken to secure
the liquidation of outstanding commercial debts. Another reason advanced
has been the necessity of agreements if trade is to take place with the state
trading economies of the Soviet bloc.

While the number of bilateral agreements has continued high, important
trading countries have placed less reliance on them in recent years and their
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significance in international trade has been reduced. The reduced scope of
government purchasing and the relaxation of restrictions and discrimination
in Western Europe have reduced the possibilities for carrying out bilateral
commitments. Further, the widening of commodity market facilities and
the development of transit trade in the same area have reduced the interest of
importing countries in access to supphes through bilateral agreements and
have made it more difficult for soft currency exporters to exploit their
positions. Generally, countries have become less concerned with the main
tenance of strict bilateralism in their trading relationships. Moreover, the
increased freedom of the transferability among non-dollar countries of
sterfing, deutsche marks and other currencies, as well as the possibilities of
converting soft currencies into dollars at close to parity in the New York
market and elsewhere, have reduced the importance of a bilateral balancing
of payments. More flexible payments arrangements have been incorpofated
in agreements, and import lists have increasingly become mere expressions
of the intent to facilitate trade in certain directions rather than firm

undertakings.

Considerable interest has attached to the replacing of the bilateral
arrangements that formerly regulated trade'between Brazil and European
countries by the machinery of the "Hague Club". Under the new arrange
ments, Brazilian earnings from transactions with Austria, Belgium-Luxem
bourg, France, the Federal Republic of Germany, Italy, the Netherlands and
the United Kingdom are pooled and the currencies of these countries made
interchangeable in Brazilian hands. Brazilian importers obtain certificates
enabling them to import from any of the countries and, in addition, Brazil
can transfer its earnings of these currencies to other non-dollar countries.
Similarly, new arrangements have enabled several countries to extend the
transferability of their currencies to certain transactions with Argentina,
reducing the strict bilateralism that had forrnerly governed trade and pay
ments relations with that country.

Despite the favourable developments, pressure to maintain bilateral trade
and payments agreements is unlikely to disappear completely. Countries
which continue in balance of payments difficulties, including underdeveloped
countries, may well seek to co^itinue these devices to push their (high-cost)
exports and to avoid or minimize settlements in scarce currencies. At the
same time, countries which are not in balance of payments difficulties may
seek-to use bilateral agreements, and the possibility of granting credit through
them, in order to push exports of industries which are not competitive but
which they wish to maintain. As has been noted, certain plans for conver
tibility have envisaged the possibility of bilateral settlements with incon
vertible currency countries. This might be through payments agreements or
the channeling of exchange transactions into discount currency markets. The
extent to which such practices would be acceptable to the international
community remains to be seen.
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the future of 'the wOrlo trading'eN'^IRONMEMT

(e) Regionalism

The reduction of discriminatory restrictions and the steps taken to
prepare for convertibility have meant that regionalism, as well as bilateralism,
has become less significant. Thus, there has been a hardening of the payments
arrangements of the European Payments Union (E.P.U.),^ and a tendency
to increasing settlements in cash,Tather than, through the E.P.U. mechanism..
Further, where countries in balance of payments difificulties have intensified
restrictions, this has frequently tended to be on a non-discriminatory basis.
Further, relaxations have often tended to be generalized'and not only in
favour of members of a group. Basic to the change have been the improved
production and competitiveness of the members of regional groups, and the
desire to bolster that position through access to imports frohi the cheapest
spurce. • ' , .

At the same time, however, members ofdhe O.E.E.C. still grant to each
other import facilities more favourable than those available to dollar coun
tries, payments are settled through the E.P.U., relatively few barriers stand
in the way "of trade and payments within the sterling area, and the countries
of Asia and of Latin America periodically discuss the desirability of closer
regional ties of the O.E.E.C.-E.P.U. type. - "

The coming of convertibility, carrying with it the possibility of settling
current balances in gold or dollars, would bring a further weakening of the
basis for regionalism. It would, however, be unlikely to involve its complete
destruction. Common interests in the strength of sterling wotild probably
mean the continuation of sterling area arrangements within the limits set •
by convertibility, with members other than the United Kingdom and the
Union of South Africa continuing to hold most of their reserves in sterling.
It is also possible that tighter regional arrangements will be entered into
in Asia and in Latin America, although in neither area are the eircumstances
likely to be as favourable to such a development as they were in Europe
in 1948-50. ' '' " •

' Tn Europe, the situation is more complex. Convertibility of the currencies
of major member countries is to mean the termination of the E.P.U. but,
when that happens, a European Monetary Agreement is to come into force.
This agreement, approved by the Council of the O.E.E.C. on July 29, 1955,
provides for the establishment of a European Fund and a Multilateral System
for Settlements. The former \yould make short-term (up to two-year) credit
available to members on ah ad hoc basis to help them overcome payments
difficulties threatening the inaintenance of their level of trade""liberalization
in Europe, while the latter would not extend credits beyond 30 days.

Under the prolongation of the E.P.U. approved by the Council of the O.E.E.C. on July 29, 1955, the
gold-credit ratio for the settlement of surpluses and deficits incurred by member countries was changed
from 50% credit and 50% gold to 25% credit and-75% gold. At the same time, arrangements were
introduced under which the E.P.U. could be replaced by a European Monetary Agreement which would
be more appropriate to conditions under which major" European currencies were convertible.

In July 1956, the O.E.E.C. Council renewed the E.P.U. for another year, with the same gold-credit
""settlement ratio and the same termination provisions.
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,,Newer developments suggest the likelihood of tighter regional arrange
ments in Europe. For sometime, therehave been discussions of the so-called
Messina proposals, envisaging a plan for the formation of a customs union
among Belgium, France, the Federal Republic of Germany, Italy,. Luxem
bourg, and the Netherlands — which are also the six member states of the
European Coal and Steel Community. More recently, considerable attention
has.attached to the proposal that other European countries mightjoin with
the customs union in the formation of a free trade area.^ Thus, the United
Kingdom has indicated its intention of associating itselfin this way with the
"common market". Others who might join the group include the Scan
dinavian countries and other members of the O.E.E.C.

Such new European arrangements could not be created overnight. Ten
to 15 years might be required for the gradual elimination of tariffs among
members and, within the customs union, for the introduction of a common
external tariff system. The removal of intra-member tariffs would involve
dislocation and adjustment. One of the problems to be faced concerns'

' whether or not a firm timetable would have to be adhered to, come what
might. Another problem concerns trade in agricultural commodities. - It
is reported that the United Kingdom has taken a firm position that these
goods must be excluded, so that here Commonwealth preferences would
remain. Clearly this would make the plan less attractive to some Continental
countries, although others might be prepared to'continue some agricultural

• protection. Institutionally, the proposal for the plan to establish the'customs
union or free trade area would require the approval of the Contracting
Parties to the GATT, and might require a waiver by the Contracting
Parties, e.g., if agricultural commodities were to be excluded.

The proponents of these proposals hope that they will give strength to
Western Europe. Through, increased competition and specialization, effi
ciency and the level of production will be increased. Weak members are
to become strong and the dominance of strong members is to be reduced.

• Political as well as economic consequences are expected to result, with the
trading area becoming a force comparable to the United States and the
Soviet bloc. One reason alleged to be behind the move is the failure of the
United States to .follow a "good creditor" policy. For individual countries
there is, the fear that, if they do not join, the plan will proceed without them
and they will be shut out.

For the participants, much would turn on the struggle between freedom
and protectionism. The benefits of increased efficiency could only be
achieved after painful adjustments, in which producers in some countries
would have to reduce their costs to the lower levels obtaining elsewhere or

®In their pure forms, both a customs union and a free trade area involve the complete elimination of all
tariffs affecting trade in domestically produced goods among members. A customs union requires also a
common tariff against non-members, while, under a free trade area, each member has its own tariff
structure against outsiders. Thus a free trade area requires the control of intra-area trade to assure that
each member applies its appropriate duties on goods originating outside the area—r raising difficult
problems related to the definition of origin. • -
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would be put out of business. Differences in wage rates and in the level
and age ofcapital equipment would make adjustment all the harder. In these
circumstances, questions arise as to whether the plan would be pursued
relentlessly or if its final fruition, and benefits, could be delayed. Is there
danger that, instead of increased competition lowering costs, protection
against competition from outside the area would enable the inefficient to
survive and create a high-cost bloc of indefinite duration?

The problems of adjustment to freer intra-area trade would undoubtedly
be such as to require much ofthe energies ofthe participants for many years
to come. Thus, while it might be suggested that, if the effort were successful,
convertibility would ultimately be easier to maintain, its introduction would
hkely be put off for a considerable time. Meanwhile, exchange reserves
would tend to be conserved to meet intra-area transfers during the adjust
ment process. Similarly, the further removal of discriminatory restrictions
against the dollar area might.be delayed. The danger would be that some
restrictions might be intensified, although, in view of the desire to maintain
efficiency, this would presumably not affect raw materials.

It seems to be generally agreed that U.K. participation in a European
free trade area would largely end what hopes Canada might still have for
recovering the U.K. market for certain manufactured exports which have
virtually disappeared in thepostwar period. Generally, all outsiders would
face increased competition and the possible exclusion of some commodities
from European markets. The effect on exports of basic materials would
probably not be great, unless overseas territories and particularly overseas
members ofthe sterling area were brought into the group —and then only if
tariffs or other barriers against non-participants were significant. Com
petition from Scandinavian timber and the products of power-based metal
lurgical operations could also increase, however, at least in the short run.
Outside assessment of the plan—as to both its political and economic
effects —must turn on the expectation held regarding its chances ofcomplete
success. If it did in fact create a more efficient and prosperous Western
European community, it could ultimately mean higher levels of world trade.
On the other hand, it contains the seeds of a more permanent division of
the trading world into a dollar area and a non-dollar area. The "join or
be shut out approach is somewhat ominous. If the plan were to bog down
part way through, the rest of the world would beleftfacing a protected area
without the offsetting benefits resulting from the creation ofa larger market.

At the time of writing, it appears that steps will shortly be taken to set
up the customs union and later the free trade area. Even if this particular
plan were neverput into effect, however, its consideration would be relevant
as it seems to be symptomatic of one direction in which commercial and
financial policy is developing today. Regionahsm seems likely to be more
important than might have been suggested a year or two ago, and with
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it there is at least the short run possibility of more restrictions on inter
regional trade than might have been anticipated.

Throughout this study, it is assumed that Canada will remain outside
any such regional group —that it will remain part of the dollar area. The
development of a strong regional bloc in Europe might cause a reassessment
of the Canadian position. Yet, in a prosperous world, it is difficult to
envisage trade relations with the United Kingdom and the Continent being
anything like as important as those with the United States. The initial
effect of joining a European bloc would seem to be a tendency for Canada's
exports to Europe to grow more rapidly than her imports assuming, as one
must, that European restrictions were removed. To continue, this would
require Canadian loans —long-term or through the accumulation of soft
currencies. To work off these credits, the next step might well be discrimi
nation against the United States beyond the initial tariff adjustment. The
seriousness of this would depend upon European competitiveness, but it
could not help increasing some Canadian prices and costs. It might also
bring retaliation by the United States, Canada's most important market and
the one which is expected to grow more rapidly. More likely, European
regionalism, especially ifits restrictive features persisted, would tend to force
Canada into closer relations with the United States.

HI. Economic Prospects by Areas

The economic policy followed over the next 25 years will be different in
the different areas of the world. This section considers the way in which
commercial policy and thus the demand for imports may be expected to
develop in major areas. It also covers forecasts of population and the level
ofeconomic activity, as well as the nature ofimports into the various areas.
For present purposes, the importance of these areas is determined by their
significance and potential significance as buyers of Canada's exports. Past
behaviour is summarized as follows from the data presented in Chapter 1.

Destination of Canada's Domestic Exports
(percentages, excluding gold and exports to Newfoundland)

1928 1937 1955

United States 36 36 60
Other Western Hemisphere 3 4 4
United Kingdom 22 38 18
Australia, New Zealand, South Africa.... 3 6 3
Rest ofsterling area 3 3 3
Continental Western Europe 26 9 8
Japan 3 3 2
U.S.S.R., Eastern Europe, mainland China 2 1 0
All others 2 1 2

Total 100 100 100
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(a) The United States

The United States, which had been Canada's most important export
marketjn the late 1920's, was slightly exceeded by the United Kingdom in
the late 1930's. Sincethe end of the war, however, it has assumed a dominant
position. Compared with 36% in 1928 and 1937, the United States share
of Canada's domestic merchandise exports (excluding exports to Newfound
land) reached almost 50% in 1948 and 65% in 1950. Subsequently, the
percentage has declined; but, in 1954 and 1955, the United States took
three-fifths of Canada's exports.^

Theimportance of the United States to Canada's exports is much greater
than is indicated by the high percentage of sales to that country. United
States total imports are greater than those of any other country and their
size, and the conditions affecting their size, are of very great importance
to the economic health of the rest of the world and to its ability to pay for
imports, includingimports from Canada. In recentyears. United States total
transactions with the rest of the world —merchandise, military expenditures,
services, capital movements, and government grants and loans — have
resulted in substantial accumulations of gold and dollars by the rest of the
world. In the year ended June 30, 1956, transactions with the United States
and purchases of newly mined gold increased non-United States gold and
liquid dollar holdings by US$ 2 billion, of which it may be estimated that
less than halfwas accounted for by newly mined gold.i" In no small measure,
the ability of overseas countries as a group to settle their persistent deficit
with Canada rests upon thelevel of United States imports; military expendi
tures abroad and foreign aid.

Recent growth in the population of the United States has continued to
surprise forecasters. On October 20, 1955, the United States Bureau of the
Census released estimates revising upward the forecasts to 1975 which had
been put out little more than two years earlier but which, in their highest
series, had underestimated the 1955 population." These projections assumed
that there would be no disastrous war, major economic depression, epidemic
or other catastrophe. Four sets of fertility assumptions were employed, but
all estimates were based upon the same assumptions of mortality rates and
immigration. On this basis, the 1955 study projected total United States
population as growing from 165.2 million on July 1, 1955 to between 206.9
and 228.5 million in 1975, an increase of 25% to 38%. If these "extreme"
series are projected graphically for another five years, they suggest a 1980

»In addition, exp^s to Alaska,^toerican Virgin Islands, Hawaii, Puerto Rico and United States Oceania
amounted to 0.1% m 1928, 0.2% in 1937 and 0.4% inT95S.

" Pv®' Department of Commerce, Survey of Current Business, September, 1956, p. 7: and InternationalMonetary Fund, International Financial Statistics, December 1956, p. 21.

" Pa®' Department of Commerce, Bureau of the Census, Current Potulation Reports, Series P-25, No. 123Population Estimates'', October 1955. The previous estimates werein Current Population Reports*,
benes P-25, No. 78, Illustrative Projections of the Population of the United States, by Age and Sex-
1955 to 1975", August 21, 1953.
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population of between 215 rnimon and 248 milUon or an increase of 30%
to 50% over 25 years.

Studies forecasting the economic future of the United States as far
ahead as the 1970's have foreseen a rapid growth in total production or
Gross National Product in constant dollars. ^Assuming a 27% increase in
the labour force (and population growing to 193 million), a 15% decline in
the number ofhours per worker, and a 2.5% per annum rise in product per
man-hour, the Paley Report arrived atthe projection ofa doubling ofG.N.P.
between 1950 and "1975", by which was meant "sometime in the 1970's".i2
While G.N.P. was expected to double between 1950 and 1975, gross private
domestic investment was seen as rising by only 40%. In part, this was
explained by the relatively high level of investment in 1950 (18% of G.N.P.
as compared with 15% in 1955). At the same time, however, government
expenditure and net foreign investment were projected as totalling 19% of
G.N.P. in 1975, as compared with 15% and a negative amount, respectively,
in 1950. No increase was expected in the output of some industries, such
as shipbuilding, telephone equipment and farm machinery. Residential
construction and passenger automobiles were expected to rise by only 15%.
Products with fast growing uses, however, such as aircraft, plastics, insecti
cides and the newer synthetic fibres, were projected as increasing by 400%.
Finally, to the detailed projections there was added an "allowance for
exports".

As has been indicated, forecasts of United States population have been
raised since the writing of the Paley Report. Thus the Paley estimate of
the labour force and ofG.N.P. calculated from it for 1975 now appear to be
low by af least 10%.i3 Despite such shortcomings which become clear
through hindsight, it is of interest that the Paley G.N.P. forecast has been
used in subsequent official United States projections. Thus, in material
presented in October 1954, the staff of the Joint Congressional Committee
on the President's Economic Report, after presenting its own projections
up to 1965, used the Paley figure for 1975 (adjusted to the 1953 price level)
although noting the underestimation of population.!^ Similarly, in the G.N.P.

>2 Resources for Freedom, a Report to the President by the President's
1952 US Government Printing Office. Washington. D.C., 5 volumes, hereafter cited as Paley Re-por .

The basic proiections were contained in Chap, 22 of Vol. II prepared by C. HarbergCT of
Johns Hopkins University but were accepted elsewhere inthe Report. (See, for example. Vol. I,pp.^ .)

The explicit assumptions appearing in Chap 1of Vol. II (p. 5) were that population and pro^ctmty
would grow at specified rates, that international tension would continue, that a tlnrd

T^rf.vpnted and that high levelemploirment and economic prosperity would prevail m free countnes.
AciSiunt was'taken only of those technological developments whose applications were clearly forese^bleat th^ timfof wSingl Afinal assumption was that the raw materials would be freely avai able at ap
proximately the prices prevailing in 1950, abstracting from inflation or deflation in the general pnce level.

In arriving at this estimate, the effect ofa low labour force is in part offset by y;-;.-. . . . t
decline in average hours per week did not appear'to anticipate as great a rate of decline as had been
evident.

» staff of the Toint Committee on the Economic Report. Polenlial Economic Growth ofthe United StatesStates Congress, Joint Committee Print, U.S. Government Printing
Office, Washin^on, D.C., 1954, pp. 8. 23 and 35.
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projection employed in the large 1956 study by the United States Bureau
of Mines, the 1975 figure was derived from the Paley Report.i® The United
States Forest Service, in its recent examination of timber resources for the
future, made its own projections. Nevertheless on the basis, inter alia,
of a population of 210 million, 1975 G.N.F. was forecast at almost the exact
figure of the PaleyReport, adjusted to 1953 dollars. This study also covered
the period to the year 2000, and projected a further 90% rise in G.N.P.
between 1975 and 2000.1®

A lower estimate of the growth of G.N.P. was used in a report by
Stanford Research Institute which has been examined for this study in
connection with the future demand for forest products. In this projection,
population was expected to grow to 212 million in 1975, while between 1950
and 1975 the civilian labour force would grow by 40% and average weekly
hours decline by 11%. At the same time, however, gross private production
per man-hour was projected as rising by only about 1.6% per annum, so
that G.N.P. (at a constant price level) would rise by only 68% between
1952 and 1975 or 85% between 1950 and 1975.ii

A more optimistic forecast was contained in a series of articles published
in 1955 by Peter F. Drucker.i® Over the next two decades he foresaw that the
basic problem was likely to be inflation accompanied by a labour shortage.
While population rose by at least 40% between 1955 and 1975, the labour
force would rise by 20% and total hours worked by only 10%. The threat
of inflation made increased productivity a paramount need and the author
implied that total production would double over the 20-year period. This
would involve an annual rise of slightly over 3% in productivity. In this
analysis, investment needs were seen as rising more rapidly than total
production. Professor Drucker commented on automation which, he felt,
meant that a sizeable portion of capital spending would be carried out
independently of the business cycle.^® He pointed out that few businesses
stopped or even cut back their capital expenditures programmes in the
"inventory recession" of 1951 or the recession of 1954. Investment pro
grammes were regarded as integrated and long term and hardly adaptable,
once begun, even to major cyclical fluctuations. Automation should bring
even greater stability.

'5 U.S. Department of the Interior, Bureau of Min^s.Mineral Facts and Problems, U.S. Government Printing
Office, Washington, D.C., 1956, p. 12.

U.S. Department of Agriculture, Forest Service, Timber Resource Review (Prehminary Review Draft
Subject to Revision). September 1955, Chap. I, pp. 9-12. and Chap. VI, pp. 10-14.

" America's Demand jor Wood J929-J975, Summary of a Report by Stanford Research Institute, Stanford,
California, to Weyerhaeuser Timber Company, Tacoma, Washington, 1954. Basic assumptions were
that there would be no all-out war, but that a high level of military preparedness would continue; that
there would be no radical advances in technology to increase productivity at a higher rate than in the
past; and that there would be a higher degree of business stability than in the past 25 years, which would
be accompanied by high, but not full, employment (pp. 11-14).

"America's Next Twenty Years" by Peter F. Drucker in the March, April, May and June 1955, issues
of Harper's Magazine. The population and production forecasts were contained in the March issu^e.

1' Article in the April 1955 issue of Harper's Magazine.
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United States imports constitute a relatively unimportant magnitude in
the total economy. Between 1947 and 1955, merchandise imports, adjusted
for balance ofpayments purposes, varied between 2.6% and 3.4% ofG.N.P.^o
Further, while the rise in the volume of imports after the initial postwar
recovery tended to parallel the expansion in Gross National Product in
constant dollars, therelationship between imports and G.N.P. was lower than
in the years 1923-37. In part, this may be explained by the accelerated
development ofdomestic substitutes for, and economies affected inthe use of, •
imported materials during.the war.^^ Nevertheless, the United States is the
world's most important importing country, taking about 14% of the 1955
total outside the Soviet bloc. Twenty-three per cent of these imports came
from Canada (as compared with 13% in 1937), 29% from Latin America,
16% from the sterling area, and 14% from Continental O.E.E.C. countries.22

For the future there are indications that United States imports, particu
larly ofbasic raw materials, will play a more important role in theeconomy.
Thetremendous consumption oftheUnited States hasimposed a severe drain
on its mineral, timber and water resources. Against this background, the
Paley Commission examined the materials problem. A doubling of G.N.P.
between 1950 and the 1970's wasexpected in its Report to require an increase
of between 50% and 60% in the total materials stream, with the demand
for metals and mineral fuels rising more than this average, agricultural
demandsomewhat less and forestproducts demand considerably less.^s With
the depletion of domestic resources, the Report expected that the United
States might in 1975 have toimport 20% ofitsconsumption ofmaterials other
than food and gold, as compared to 9% of the smaller total in 1950 and net
exports of15% in 1900; 1975 imports would thus be about three and one-half
times the volume in 1950.21 Net dependence on foreign supplies appeared
in many commodities in the 1930's and 1940's, although its influence ontotal
imports was masked by the decline insilk and rubber, the two most important
imports in the interwar period.

The expectation of future strength in imports of basic materials was
supported by a study ofUnited States imports over the periods 1923-39 and
1946-55 in the November 1955 Survey of Current Business?'̂ Despite
relative declines in fibres and rubber, imports of industrial raw materials
as a group have accounted consistently for about one-half or more of the
value of total imports. Within this group, however, materials used in

" U.S. Department of Commerce, Office of Business Economics, Survey ofCurrent Business, JuneandJuly,
1956; and Bureauof the Census, SlalisiicalAbstract ofthe United States, 1955, p. 887.

" Marie T. Bradshaw, Daniel Roxon, and Max Lechter. "Imports and Domestic Business", Survey of
Current Business, November 1955.

" International Monetary Fund, International Financial Statistics, December 1956, the.databeing adjusted
where appropriate so that the imports of all countries appear on a c.i.f. basis.

25 Paley Report, Vol. I, p. 7.

2^ Ibid., Vol. I. p. 2.

25Bradshaw, Roxon and Lechter. op. cil.
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non-durable goods production (mainly fibres and leather, and excluding
newsprint and petroleum) dropped from 25% of total imports in 1923-29, and
20% in 1930-39, to 12% in 1950-54, and 10% in the first half of 1955. Off
setting this in large measure were increasing shares for petroleum and
products and materials used in durable goods production. The latter, which
include rubber, rose from 22% of total imports in the prewar period to 28%
in 1950-54.

The study suggested that the rise in imports associated with durable
goods manufacturing, relative to imports associated with soft goods produc
tion, was due only in part to the growing relative importance of durable goods
output. Although there was some postwar decline in the relationship of
these imports to related manufacturing activity,- it was far less than the
corresponding decline in the case of materials used in non-durable goods
production. Indeed, some technological advances enhanced United States
dependence on imports of such commodities as nickel, zinc, tungsten, chrome
and cobalt. The fact that United States companies had developed low-cost
foreign resources to supplement diminishing high-grade domestic supplies
of such key raw materials as copper and iron ore might help to explain
why this category of raw material imports had been relatively less sensitive
to changes in associated manufacturing activity. Additional factors were
the stockpiling programme, the building boom and the effect of strong
European demand on prices.

These and other developments meant that the volume of total imports
had been more stable during the postwar than in the prewar period. Fluctua
tions were absolutely smaller and it appeared that total imports were some
what less sensitive to changes in business activity. This might perhaps be
due to the fact that the downswings in business activity during the postwar
period were minor adjustments in a period of substantial growth. It might
also be attributable to changes in the import pattern, particularly to the
rising share of the total value held by petroleum, paper and foodstuffs.
Imports related to durable goods production were, in the case of many
materials, less sensitive to change in total demand than might be expected,
due to lower costs of production and the better competitive position of some
materials produced abroad. The reduction in import volume from 1953 to
1954 was largely due to special circumstances, such as the drop in coffee
imports in the face of price increases.

Finally, the study noted the pronounced increase from the prewar to the
postwar period in the relative importance of the Western Hemisphere as a
source of United States imports — nearly 55% in the first half of 1955 as
compared with about 35% in 1929 and 1937. This development resulted
mainly from the greater concentration of import demand on metals, news
print, petroleum, coffee and other items which traditionally have been
obtained from the Western Hemisphere.
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More extreme was the position taken in a recent article by Professor
Drucker in which he stated that the Paley Commission seriously under-rated
both the speed of United States economic expansion and the rate at which
the demand for raw materials would grow. Developments of the past five
years were said to have shown that raw material needs increase much faster
than production and consumption, perhaps twice as fast. It appeared
reasonable to guess that, in order to double national income within 15 to
20 years, the United States would have to import the equivalent of at least
one-quarter of its total industrial production. The problem for the future
would be not the dollar shortage, but how to earn enough foreign exchange
to pay for United States imports. Other countries, too, would have great
materials demands and the aim of United States policy should be to promote
the rapid industrialization of the countries that produce raw materials. This,
it was suggested, would both expand the demand for United States exports
and increase, the availabihty of raw materials.^®

In the face of possible developments, how is United States commercial
policy hkely to evolve over the next quarter century? Over the past 25 years.
United States pohcy has been acted upon by two sets of powerful but oppos
ing forces. On the one hand, have been those working toward a more liberal
pohcy. These have recognized the position of the United States as a great
creditor nation and its position of economic as well as political leadership
in the free world. They have produced the Reciprocal Trade Agreements
programme, and the substantial prewar and postwar tariff reductions; they
have brought United States efforts in support of the International Monetary
Fund, the International Bank for Reconstruction and Development, and
the General Agreement on Tariffs and Trade. Working in the same direction
have been the shortages which have developed in basic materials, bringing
with them tariff reduction or ehmination. In opposition are the forces of
protectionism which, despite the losses that they have suffered, remain
powerful. It may be suggestedthat protectionist pressure in the United States
is increased by the vast size of the country and the regionahsm within its
complex economic whole. The organization of the federal government may
give special opportunity for protectionist views to be heard and acted upon.
But whatever the cause, the power is there, making itself felt in limitations
to the field for further tariff reduction, in the rejection of the International
Trade Organization and possibly in the rejection of the Organization for'
Trade Co-operation, in the continuation of administrative barriers to the
entry of goods, in the introduction of escape clauses which may negate
past tariff reductions, and in quota restrictions on agricultural imports.
Devices for the protection of the standard of living of the farmer have brought
large surpluses and their disposal in world markets through techniques
regarded as unfair by other traders.

"America Becomes a 'Have-not' Nation" by Peter F. Drucker in the April, 1956. issue of Harper's Maga
zine. See also the article cited earlier in the June 1955 issue of the same magazine.
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Over the past 25 years, the United States has, nevertheless, become more
internationally minded and its foreign economic policy generally much more
liberal. Recently there has been a slowing down of progress in the tariff field
and an increase of restrictions and export promotion devices affecting
agricultural commodities. Over the next 25 years, it seems reasonable to
expect the same play of forces as in the past, with the likelihood that there
will be further progress but that such progress will be uneven over time and
as regards the commodities affected.

Looking to the future, it would seem that United States leadership, which
in the last few years has weakened in the economic sphere, must of necessity
be re-established and that this will carry with it a further liberalization of
commercial policy. Progress seems most likely in the materials field as
dependence upon imports increases substantially and pressure groups insist
ing upon free access to external sources are built up and strengthened.
Whether or not such materials will be allowed to enter more freely in semi-
fabricated form presents a more difficult question. Here more resistance
will be met, but there may well be some lowering of duties especially where
total demand is growing rapidly, where weight losses in fabrication are
important, where transportation and distribution considerations do not
make market orientation more economic, and where the domestic source
of the material is not within the same corporate entity or is not otherwise
associated with the United States user.

Less progress can probably be expected in manufactured goods. Despite
the many views in favour of lower tariffs which have been emerging, even
among leading industrialists,2'' the arguments about the needs of national
security and protecting the American worker from low-wage foreign com
petition will be brought out and listened to. Duty reduction, in all proba
bility, will likely be fairly limited. Whether or not the Buy American Act
is repealed or a specific Customs Simplification Bill is passed are questions
of detail. In one way or another, it seems most likely that the United States
manufacturing industry will continue to be protected. Yet, even here, the
economic and political factors suggest a gradual lowering of barriers.

The pressures for special treatment of agricultural commodities seem now
to be part of the United States political framework and the support of such
treatment seems to be a necessity for political success. Thus, the groups
favouring relative freedom from restrictions in other fields may also favour
support to agriculture and the restrictions and surplus disposal programmes
which this brings with it. As long as United States agricultural support
programmes result in prices, in the market or to the farmer, which are above
world levels, imports will almost certainly be restricted. If the goods are
sold in the market at the support level, imports in excess of the amount, if
any, by which domestic demand exceeds domestic supply would mean that

Peter P. Drucker, article cited in the June 1955 issue of Harper's Magazine.
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the government would have to purchase and hold larger amounts. If the
market price is allowed to fall, imports would tend to force it down and
increase the governrnent losses on its operations. Techniques for limiting
production, such as the current soil bank programme, will not facilitate
imports of agricultural commodities. Under such arrangements. United
States prices — market prices or effective prices to producers — will tend
to remain high and thus continue the pressure for imports, which it will be
deemed necessary to keep out lest they increase the magnitude of the problem
of limiting production.

To the extent that the agricultural programme results in, or fails to
prevent, the development of surpluses, there will remain the question of their

"disposal. External sales below support levels may be unpopdlar among
other exporting countries. External sales below world prices or under special
conditions, such as for inconvertible local currency which may be then
loaned back to the "purchasing" country, will be especially unpopular.
World opinion may induce the United States to limit such sales and to store
at least part of its surpluses. But the existence of surpluses creates pressures
and uncertainties in world markets. Recently, great concern has been
indicated over reports that an undertaking to purchase United States wheat
in the future has been a condition of the disposal of surplus wheat against
local currency. It was also reported in October 1956 that $5 billion of
surpluses had been sold for local currencies, bartered and given away over
the preceding three and one-quarter years. Together with other subsidized
exports, this was stated to have accounted recently for 60% of all United
States farm exports.28

For the future, there remains the question of whether United States policy
or world demand will develop so as to eliminate the problem of surpluses
and their disposal. The limitation of United States production — if it is
successful — should ease the problem. But its magnitude is such that its
removal as a result only of'this development seems unlikely, especially as
no striking change in the broad general nature of United States agricultural
policy is to be expected, at least for the foreseeable future. On the other hand,
it is possible that a growth in world demand for at least some agricultural
commodities will raise purchases sufficiently to remove the surplus problem.
One great uncertainty here concerns sales to the U.S.S.R. and the extent
and permanence of the Russian need. Another possibility is the expansion
of food consumption in underdeveloped countries, particularly in Asia.
Many of these areas, however, could themselves expand food production
and the expansion of caloric intake, even where it is very low, would seem to
be a slow process. There is a danger that increased sales of wheat, for
example, would be at the expense of rice with serious economic consequences
to the Burmese and Thai rice producers, consequences which the West would

'8 The Financial Post, Toronto, October 6, 1956. Subsequent reports have indicated that, in at least one
case, the amount of the tied future wheat sales has been reduced below the figure in the original agree
ment (The Financial Post, January 12, 1957).
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wish to avoid. If, however, the expanded market is to depend only upon
the growth in population in North America and Western Europe, it seems
unlikely that this will offset the effects of increasing agricultural productivity,
it is probably necessary to count on a continuing, or at least recurrent,
problem facing agricultural exports for some years to come, although
hopefully a problem of gradually diminishing magnitude.29

Despite the position of agriculture. United States policy is expected to
be such as to permit a rapid increase in total imports, at a rate which may
substantially exceed the rate of growth in Gross National Product. The
increase in United States imports will mean a parallel increase in the dollar
earnings of the rest of the world. In addition, it may be anticipated that
military expenditures and foreign aid will continue to involve a substantial
outflow of funds from the United States. The extent to which this will

be augmented by the movement of private capital will depend in part upon
political developments and on attitudes taken in developing countries.
Over-all, however, it is expected that total transactions between the United
States and the rest of the world will result in a continuing increase in the
dollar resources held outside the United States.

(b) The United Kingdom

Even after adjustment for the diversion to the continent of wheat origin
ally destined for the United Kingdom, the United Kingdom was still Canada's
most important export market in each of the years 1933 to 1939, taking
between 36% and 40% of total domestic merchandise exports (other than
to Newfoundland). Since the war, however, the United Kingdom has taken
substantially less than the United States and less than all other countries as
a group. Compared with 22% of total exports in 1928 and 38% in 1937, the
U.K. share of Canada's domestic merchandise exports dropped to 15%
in 1950 and from 1951 to 1955 was 16% to 18%. Despite this dechne,
however, the United Kingdom market remains of great importance to

-Canada, accounting in 1955 for eight and one-half times the value of sales
to the next most important market other than the United States.

Only modest growth is expected in the population of the United Kingdom
over the next 25 years, with the size of the labour force remaining relatively
stable. Projections for the population of Great Britain {i.e., not including
Northern Ireland) were contained in a report prepared under the direction
of the Statistics Committee which assisted the Royal Commission on
Population (1944-49). '̂' On the basis of different projections concerning
mortality, marriage rates, fertility and migration, 16 sets of projections were
offered. Under eight of these, population would increase between 1947
and 1982 and, under the other eight, it would decrease — with the changes

29 See also the discussion of the effects of the U.S. agricultural programme in the Commission's studies on
agriculture and Canadian-United States economic relations.

80 Papers of the Royal Commission on Population, Volume 11, "Reports and Selected Papers of the Statistics
Committee", London, H.M.S.O., 1950, pp. 213-301.
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varying between an increase of 15% and a decrease of 5%. Only five of the
16 series showed an increase in the population between 15 and 65 years of
age. Projections for intervening years, however, were in line with the
moderate increases in total population which have occurred since the
projections were prepared. More recently, a projection by the Government
Actuary, with no adjustment for the possible effects of migration, suggested
an increase of 5.2% between March 31, 1954 and March 31, 1979. Within
this projection, only a 2.2% increase was shown for the ages 15 to 64. Alter
native assumptions on mortality suggested that the range for the total increase
might be between 2.8% and 13%?^ Other sources support the conclusion
that the most reasonable expectation over the next 25 years is httle change
in the total population of the United Kingdom, with stability or perhaps
some decline in the labour force.®^

In estimating the U.K. Gross National Product increase between 1950
and 1975,the Paley Report based its calculations on a 3% decline in the labour
force, a 10%fall in the average number of hours worked, and an 85% increase
in productivity per man-hour (2.5% per annum, the saine as was assumed
for the United States). These developments would result in an increase in
G.N.P. of 62% over the 25-year period.^® As regards the rate of growth
in productivity per man-hour, it may be noted that, between 1948 and 1955,
Gross Domestic Product in 1948 market prices rose by 23.9% or at a rate of
growth of about 3.1% per year.^^ This includes the effects of changes in the
labour force. Data in the Economic Survey for 1956, however, show that,
over the same period, industrial production rose by 36% and employment in
industry by 11%, so that output per man year went up by 23% — i.e., an
increase in productivity in this sector of the economy at a rate of about 3.0%
per year.35

A forecast higher than in the Paley Report was contained in a staff paper
prepared for the United States Joint Congressional Committee on the
Economic Report.36 There it was noted that the share of investment in
the U.K. national product had been increasing since the war. Further,

81Report of the Committee on the Economic and Financial Problems of the Provision for Old Age, December
1954, London, H.M.S.O,, Cmd. 9333, Appendix II, especially pp. 101—103.

82A recent O.E.E.C. study carried its projections only to 1971 and, while it showed total population increasing
to that date, it suggested a 10% decline in the population under 15 between 1961 and 1971 {Demographic
Trends in Western Europe, 1951-1971, A Report by the Manpower Committee, Organisation for European

. Economic Co-operation, Paris, May 1956).

88Paley Report, Vol. II, p. 131, in chapter prepared by Arnold C. Harberger.

81 Central Statistical Office, National Income and Expenditure, 1956, London, H.M.S.O., p. 9. Gross Domestic
Product at 1948 market prices includes consumers' expenditure, public authorities' current expenditure
on goods and services, gross domestic capital formation, and exports of goods and services le^ imports
of goods and services including taxes on expenditure (at 1948 rates) levied on imports (or on withdrawals
from bond). It does not reflect property income paid or received from abroad. The data also show that,
from 1946 to 1955, Gross Domestic Product at 1948 market prices rose by about 28.7% or at a rate of
about 2.8% per year. If Gross Domestic Product is valued at 1948 factor cost, the rate of increase shown
is greater both from 1948 to 1955 and from 1946 to 1948.

Economic Survey, 1956, London, H.M.S.O., Cmd. 9728, p. 16. Industrial production covers manufac
turing, mining and quarrying, building and contracting, and gas, electricity and water (p. 13).

88 Trends in Economic Growth: A Comparison of the Western Powers and the Soviet Bloc, a studv prepared
for the Joint Committee on the Economic "Report by the Legislative Reference Service of the Library
of Congress, U.S. Government Printing Office, Washington, D.C., 1955, p.213.
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the share of investment devoted to agriculture was likely to diminish even
more rapidly than since 1950, while desirable investment in services, espe
ciallyeducation, would probably increase. Thus a continuation of the current
rate of increase in productivity, 3% per year, appeared quite probable even
over a long period.37 Taking account of an expected decrease in man-hour
input of 5% to 10%, this gave a possible rise in national product of 55%
to 60% between 1953 and 1971. Projected for 25 years, this would be a
growth of 84% to 92%.

With a population of less than a third of that of the United States, the
United Kingdom absorbs almost as large a value of imports, over 12% of
the 1955 world total outside the Soviet bloc.®^ Imports thus bulk fairly large
relative to G.N.P. During the postwar period the importance of imports
increased, until in 1951 they amounted to 27% of G.N.P. at factor cost
(i.e., valued before the deduction of subsidies and the addition of taxes on
expenditure). In 1952 the percentage fell to 21 and in 1955 it was 20. Despite
the fact that the 1955 volume of imports was only slightly, if any, higher than
that in 1938, imports had been only to 16% of G.N.P. in the prewar year,
the increase in the percentage reflecting the more rapid increase in the prices
of imported goods.39

In the years 1952 to 1955, 40% to 45% of U.K. imports came from
sterling area sources, as compared with 30% in 1937. Continental O.E.E.C.
countries supphed 21% or 22%, about the same proportion as in 1937.
Canada and the United States together supplied 17% to 20%, as compared
with 20% in 1937.^® In 1955, food, beverages and tobacco accounted for
37% of total imports, basic materials for 29%, mineral fuels and lubricants
for 10.5%, and manufactures for 23%.^^

In the past few years the United Kingdom has taken a number of steps
in the field of financial and commercial policy, with the result that there has
been a considerable reduction in the effective level of restrictions on imports.
Important restrictions and discrimination stillremainfor manymanufactured
and agricultural commodities but the extent of relaxation, including relaxa
tion affecting hard currency imports, has been significant, so that imports
of raw materials and basic foodstuffs are now relatively free from restrictions.

Associated has been the restoration of a number of commodities to
private trading and the reopening of commodity markets. Under the
organized commodity market arrangements, the commodities may be
re-exported or traded against sterfing; in some (but not all) cases the

At an earlier point in the study, there was a reference to the potential rate of growth of the U.K. national
product as being forecasted at perhaps 2.6% per year (pp. 68-69).

International Monetary Fund, International Financial StalisUcs, December 1956.

Central Statistical Office, National Income and Expenditure, 1956, pp. 1 and 4; and Monthly Digest of
Statistics, No. 128, August 1956, London, H.M.S.O., p. 84.

International Monetary Fund, op, cit.

Accounts Relating to Trade and Navigation of the United Kingdom, December 1955, London, H.M.S.O.
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re-export or trade against sterling is allowed even if the commodities were
purchased for dollars. Also important was the extension of the Transferable
Accounts system to cover all currently earned sterling except that accruing
to the dollar area and the decision of the authorities to support the rate
at which holders of transferable sterling could convert it into dollars in
external markets.

In line \vith the increasing multilateralization of trade and payments has
been the hardening of the E.P.U. payments mechanism. Net purehases from
O.E.E.C. countries do not yet require full settlement in gold or dollars as
do purchases from the dollar area. But, while 25% of net E.P.U. debits may
be financed by credit, the question of the settlement of these debts will arise
when the E.P.U. is terminated, if not earlier. A condition of the renewal of
the agreement in 1954 was the conclusion of bilateral arrangements for the
regular repayment or funding of a large part of the then outstanding debts,
and the E.P.U. managing board has proposed that there should be further
consohdation agreements and that debtor countries be urged to make further
cash repayments to the E.P.U.

Another significant development has been the increasing use of fiscal and
monetary policy by the United Kingdom to deal with balance of payments
difficulties. Thus, while the central gold and dollar reserves declined by 30%
between mid-1954 and the end of 1955, this was not met by an intensification
of exchange and trade restrictions. While restrictions remain, including
discriminatory restrictions favouring imports from the sterling area and
O.E.E.C. countries, the progress made in their removal has been very
substantial.

The establishment of the formal convertibiUty of sterling now appears to
be much less imminent than in the past,, e.g., in the early part of 1954. In
part, the delay may be attributed to the desire that the move should be taken
when confidence in sterling is high, when the U.K. exchange reserves are
rising. More recently, the preoccupation with European regionalism, dis
cussed in Section 11 (e), suggests that sterling convertibility may be delayed
indefinitely. The Suez crisis and the accompanying los's of reserves (which
had increased in the first half of 1956) have created additional problems.
Yet convertibihty does remain the announced objective of U.K. policy,
and it is accordingly relevant to consider what might be the effects — espe
cially upon Canada — of this move.

Despite the amount of discussion about U.K. convertibility, the exact
nature of the associated arrangements has never been made fully clear
to the public. For example, it is not generally known \yhether the official
exchange rate at which conversion would take place would be fixed or would
be allowed to fluctuate, presumably within certain limits rather wider than
the present spread of about 0.75% each side of parity. Probably more
important are the questions which arise about the future of the remaining
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restrictions and discrimination — quite apart from capital controls, and
perhaps also the prescription of the currency of payment, which might be
expected to remain.

It is generally anticipated that U.K. convertibility would concentrate
on the establishment of facilities whereby all non-resident earners of
sterling from authorized current transactions would be able to convert
it into gold or dollars at the official exchange rate, i.e., on what may be
called "external" convertibility. Such a step might be taken before the elimin
ation of all remaining restrictions and discrimination affecting imports.
Thus the plan might envisage a transitional period of a year or more after,
C-Day during which restrictions and discrimination would be retained
but gradually reduced. There may, however, be doubts that restrictions
could be eliminated completely after this relatively short period. There
might remain a hard core of restrictions which would continue into the
indefinite future and perhaps involve some discrimination in favour of
other countries of the sterling area and Western Europe. Apprehension
on this score is based partly on the possibility of a fear, that unrestricted
imports from the dollar area, especially in consumers' goods, could bring
balance of payments difficulties, and partly on the strength of certain pro
tectionist forces. As events develop, it might be that the removal of such
restrictions would turn on the success of intra-European arrangements for
freer trade in achieving their full objectives of increased efficiency and
production.

One aspect of U.K. convertibility concerns the problem of preventing
non-residents from making such demands for conversion that the arrange
ment breaks down. Clearly, if countries exporting to the United Kingdom
chose to curtail their imports, for which they pay in sterling, and to present
most of their sterling earnings for conversion, the United Kingdom would
soon find its gold and dollar reserves reduced so low that convertibility
would have to be abandoned. The best. defence against such a run on
sterling would be to make U.K. (and sterling area) goods sufficiently at
tractive in terms of price and other considerations that other countries
would continue to import them even when the alternative was to convert
sterling holdings into dollars to be used for purchases elsewhere. To some
extent this alternative now exists, so that the dangers may not be too great.
There have, however, been suggestions that the United Kingdom ought
to enter into agreements with partner countries under which they would
agree not to cut down sterling purchasing and perhaps to continue to hold
part of their exchange reserves in sterling. The possibility and workability
of such arrangements are, however, difficult to foresee in advance.

Related is the question of whether the dollar earners of the sterling
area — notably Ceylon, Malaya, West Africa and the Union of South
Africa — will continue to contribute gold and dollars to the central re
serves. It would not be reasonable to assume that such contributions could
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for long be offset by increases in sterling balances. Regardless of political
arrangements which may exist among the members of the Commonwealth
and Empire, United Kingdom access to this source of dollars will depend
upon the ability of United Kingdom exporters to supply these areas with the
goods which they want for consumption and for their development, at prices
competitive with those of goods from other sources, and upon the ability
of the U.K. capital market to provide funds for their development. If
the United Kingdom can be competitive, such problems as may arise should
not be insurmountable.

, Differences of opinion may exist as to the nature of United Kingdom
pohcy and the level of imports which would follow convertibility. On the
one hand, it may be argued that the United Kingdom could, and would
have to, free imports completely from all restrictions other than moderate
tariffs and at the same time eliminate distortions in the economy created,
for example, by domestic subsidies. Freer imports would reduce costs
and, more important, expose industry to competition and force it to become
more competitive — in export markets as well as in the home market.
Imports from any source would, in effect, cost dollars, so that the remaining
currency basis for discrimination would be removed. Further, could the
authorities deny residents access to dollar goods at the same time that they
provided dollars to non-resident earners of sterling? Such steps as the
reduction of the subsidies might raise wages, but the removal of distortions
would greatly reduce the relative attractiveness of the home market and
force exporters to sell more of their production abroad. Under this argu
ment, U.K. exports could be greatly increased and so make it possible
to pay for an enlargedvolume of imports. In addition to any direct benefits
accruing, say, to Canada, a healthier, more viable, U.K. economy would
mean a healthier world trading environment out of which indirect benefits
would come.

On the other hand, it may be argued that changes of such magnitude
cannot be envisaged. Large expenditures on social services are likely to
continue and the maintenance of full employment to remain at the heart
of economic policy. Thus, the likelihood of a relative deflation of the U.K.
cost structure may be held doubtful, so that the attractions of sales in the
home market would persist. As raw materials may now be imported rela
tively freely, most of the beneficial effects on exports from cheaper materials
due to the removal of restrictions have already been achieved. Further,
in the export of manufactures, the United Kingdom faces a situation in
which the United States has a considerably larger share of trade than before
the war, and Germany and Japan having been far below prewar levels,
are rapidly increasing their shares. In these circumstances, it is held that
convertibiUty could not be expected to be accompanied by a significant
increase in U.K. exports with which to pay for larger imports.
70
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Such conclusions about export prospects received some support from
a 1955 analysis published by the U.K. Treasury which showed that the
United Kingdom had not maintained its position, as compared with 1938
or 1948, either in trade between primary producers and manufacturing
countries or in the more rapidly expanding trade among manufacturing
countries. Continental Europe accounted for most of the increase in world
trade between 1948 and 1954. Considering the exports of manufactures by
11 main exporting countries, the United Kingdom had 22% of the total in
1937, 26% in 1950 and 20% in the period October 1954 to March 1955
(excluding United States special category exports). Between 1952 and 1954,
Germany's exports of manufactures increased more to every area than did
those of the United Kingdom; even to the rest of the sterling area, the
increase was greater. In the much more important expansion of European
imports, Germany obtained a much larger share than did the United
Kingdom.42

Similarly, an article in the Board of Trade Journal reported that,between
1953 and 1955, the volume of West German exports rose by 40% and
Germany's share of world trade in manufactures rose from 13.3% to 15.6%.
Over the same period, the U.K. export value rose by 13% and the U.K.
share in world manufactured exports fell from 21.3% to 19.8%. This
movement was not the result of any special privileges enjoyed by German
industry. On the other hand, it would appear that productivity had been
increasing faster in the Federal Republic than in the United Kingdom.
Labour costs per unit of output had dropped in Germany, whereas in the
United Kingdom they had increased. Another factor noted was the higher
proportion of national product devoted to industrial investment in Ger
many. No early or significant change in the existing relationship between
costs of production was foreseen.'*®

For the future, U.K. exports and» exchange earnings generally will
undoubtedly continue to grow. This will mean an increase in the ability
to import, and to import from the dollar area. Therewill, however, remain
the basic problem of living within foreign exchange availabilities. Imports
wiU have to be limited to this level whether through restrictions or through
fiscal and monetary controls. In a world where the export of manufactures
is facing increasing competition from other supphers and restrictions by
those seeking to industrialize, it seems unlikely that there could be a sudden
very marked increase in U.K. exports accompanying convertibility.

A successful move to convertibility, however, must be based upon an
underlying strength in the economy which will enable British goods to be

Bulletiij^or Industry,A MonthlyReview ofthe Economic SituationPreparedby the Information Division
of the Treasury [of the United Kingdom], Number 76, September 1955.

" Board of Trade Journal, London,H.M.S.O.,July 28, 1956, pp. 173-181.

TT longer-term decline in the U.K. share of world exports of manufactures, seeM. lyszynski. World Trade in Manufactured Commodities, 1899-1950", in The Manchester School of
Economic and Soaal Studies, September 1951.
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competitive bothat home and in export markets. Animportant precondition
for such strength is the control of inflationary forces. The establishment of
freer trade and payments relations and the accompanying increase in com
petition should enable trade to increase. Such developments are the more
likely to theextent that thecontrol which may have to beexercised is through
monetary and fiscal restraints. Further, a country's external economic
position can remain viable only if the over-all objectives which it sets for
itself are realistic, and there are indications that U.K. commitments are
to be tailored to foreign exchangeavailabilities. Over the long run, increasing
competition arising from closer trade relations with Continental countries,
particularly Germany, should exercise pressures to keep costs competitive
and to keep claims upon resources within the same sort of limits as apply
to competitors. A soundly based convertibility and the removal of re
strictions could contribute to the long-term strengthening of the British
economy and'thus to a significant growth in exports and in the ability
to import.

(c) Continental Western Europe

• The increase in the.proportion of Canada's exports to the United King
dom in the 1930's and to the United States in the postwar period has meant
a substantial declirie in the importance of continental Western Europe as
an export market. On the basis of data adjusted for the diversion of wheat,
the present Continental members of the O.E.E.C. in 1928 took 26% of
Canada's domestic merchandise exports to all destinations except New
foundland (a rather higher percentagethan in both preceding and subsequent
years). In 1955 these countries took only 8% of Canada's exports or about
the same percentage as in 1937. The most important Continental markets
in 1955 were the Federal Republic of Germany, ranking fourth among
destinations for Canada's exports, followed by Belgium-Luxembourg, the
Netherlands, Norway, France, Italy.and Switzerland. '̂̂

The general expectation appears to be that Western Europe will experi
ence a moderate growth of populationover the period 1955 to 1980, although
the growth will probably be heavier in less prosperous parts of the area.
A relatively high estimate of 21% may be obtained from a United Nations
study. The authors of this study, however, put forward their estimates by
countries subject to considerable qualification.''^ In the study prepared for
the United States Joint Congressional Committee on the Economic Report,
the population of all members of the O.E.E.C. was projected as growing
from 280 million at the end of 1953 to 302 million by about 1970.''® Making

** In the first 11 months of 1956, the Federal Republic of Germany was Canada's third most important
export market, accounting for almost 3% of the total.

United Nations Population Division "Framework for Future Population Estimates, 1950-1980, by World
Regions", published in Proceedingsof the World Population Conference, 1954, Papers: Volume111 (United
Nations document E/CONF, 13/415), pp. 283-324. The figure of 21% is obtained from Table II in
Annex B which contains estimates by countries based on the "medium" assumption. The countries
covered include the whole of Germany. Reference should be made to the study for the numerous qualifi
cations noted by the authors.

Trends hi Economic Growth (cited in footnote 36.), p. 6,
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a rough adjustment for the United Kingdom, Ireland and Iceland, this
would suggest about a 9% increase for continental Western Europe, or
about 13% if the rate of growth is projected over 25 years. The more recent
study by the O.E.E.C. covered its member countries other than Iceland and
Turkey. If an adjustment is made to exclude also the United Kingdom and
Ireland, the result would appear to be an estimate of about a 12% increase
between 1951 and 1971, or about 15% over 25 years —based upon the
average assumption excluding migration.'''̂ Similarly, the Paley Report
suggested a 13% increase between 1950 and 1975 in the population of age
15 to 64 in "free Europe" (excluding the United Kingdom, Iceland, Ireland
and Turkey, but including Finland, Spain and Yugoslaviaj.^s

To estimate the change, in Gross National Product of the countries
included in "free Europe", the PaleyReport againassumed a 2.5% per annum
increase in productivity per man-hour. This, together with a 14% increase
in the labour force and a 10% decline in the average hours worked, yielded
a 90% increase in G.N.P. between 1950 and 1975.''9

The authors of the study prepared for the United States Joint Congres
sional Committee felt that, because of the numerous factors involved, no
aggregative forecast appeared possible for the WesternEuropean economies.
For Norway, Sweden and the Netherlands (as well as for the United King
dom) forecasts of continued growth appeared justified on both historical
and structural grounds. Stormy economic histories and present-day diffi
culties, however, created uncertainty as to the future of the other countries.
For example, France was seen as having many conditions favouring rapid
economic growth, includingunused agricultural capacity, manpowerreserves
in agriculture and handicrafts, and rapidly rising productivity in manu
facturing. At the same time, low productivity and insufficient output in
agriculture, plus a chronic financial overcommitment of the government
inducing recurrent inflation, were severe barriers to progress. Postwar
recovery in Western Germany had been remarkable but it had been accom
plished largely by rapid increases, in labour input made possible by immigra
tion, and by favourable terms of trade made possible by low wages and
limited consumption. Productivity had risen slowly and equipment was
far from modern. Should labour demand a greater share of the national
product, Germany's competitive position in foreign trade and its pattern
of growth might be seriously endangered. Yet, should Germany restrain
domestic demand, its vulnerability to fluctuations in world trade would
remain extremely great.^o

Manpower Committee, O.E.E.C., Demographic Trends in Western Europe, 1951-1971 (cited in footnote
32), pp. 21-23, and 51.

Paley Report, Vol. II, p. 131, in chapter prepared by Arnold C. Harberger. For "all free Europe", the
forcasted increase of population between 1948 and 1970-79 was 10% {Paley Report,'Vo\. V, p. 59, in a study

.by the Forest Service of the U.S. Department of Agriculture).

« Ibid., Vol. II, p. 131.

Trends in Economic Growth, pp. 68-69.
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Continuing favourable developments in the Federal Republic may call
these views somewhat into question. As noted in the previous subsection,
these include the decUne in labour costs per unit of output and the relatively
large proportion of G.N.P. devoted to industrial investment. Although
wages may now be rising more rapidly than productivity, this has not yet
produced a noticeable impact on prices; and consumption, as well as invest
ment, has been rising despite the growth in exports.^i

The countries of continental Western Europe bulk'large in the world's
trade, taking a larger share of total imports than the United States and the
United Kingdom together. In 1955, these countries took about 31% of the
world total outside the Soviet bloc. A significant amount of this trade,
however, takes place within the region; in 1955 they obtained 44% of their
imports from each other. On this basis, it may be roughly estimated that,
if these countries are treated as a unit and trade among them is not considered
as part of the world total, they purchased almost 20% of world imports,
again excluding the Soviet bloc, as compared with 16% by the United States.
Of these imports, about 13% came from the dependencies of the countries
involved, 33% from thesterling area, 26% from theUnited States and Canada,
and 11% from Latin America.^^

The largest importers in the group are the FederalRepubhcof Germany,
France, the Netherlands, Belgium-Luxembourg and Italy. For the two
largest importers, Germany and France, imports (c.i.f.) constitute a rela
tively small proportion of G.N.P.— about 15% and 10%, respectively, in
1955. Imports were also relatively unimportant in Italy and Turkey (1954
data). In the case of the Netherlands, however, imports, again on a c.i.f.
basis, were over 40% of 1954 G.N.P. Other countries occupied positions
between these extremes.®^

In the field of financial and commercial policy, the countries of con
tinental Western Europe have, like the United Kingdom, made significant
strides in the past few years. Some of these countries have from time to
time experienced difficulties and programmes of liberalization have been
interrupted. In general, however, exchange reserves have increased, some
times very rapidly, and restrictions affecting imports have been relaxed.

~A-t-firat,_the relaxation affected mainly trade among the O.E.E.C. countries
themselvesPsomctimes extended to other soft currency countries. In any

Board of Trade Journal, op. cil.\ and United^Nations, Economic Commission for Europe, Economic
Bulletin for Europe, Geneva, August 1956, pp. 1-24. ' • ~ _

International Monetary Fund, International Financial Statistics, December 1956.

Ibid, These percentages are not fully comparable to those given above for the United States and the
United Kingdom. A set of estimates for 1952 based on O.E.E.C. data was contained on page 179 of Trends
in Economic Growth and showed imports as generally rather higher percentages of G.N.P.

Austria 20 Netherlands 46
Belgium 40 Norway 43
Denmark 30 Portugal 22
France 15 Sweden 23
Germany (Fed. Rep.) 16 United Kingdom 25
(Jreece 16 Canada 23
Italy 16 United States 4
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event, it was discriminatory against the dollar area. More recently, the
liberahzation has been more and more extended to the dollar area and there

has been an increasing freedom for capital as well as current transactions.
Western European countries have also increased the transferabihty of their
currencies among residents of other soft currency countries and have per
mitted their own residents greater freedom in holding foreign currencies'
and purchasing foreign securities. In the Federal Repubhc of Germany, the
freeing of gold imports and the estabhshment of a free domestic gold market,
the permission to exporters to retain abroad the proceeds of their sales,
the granting of the right to residents to purchase foreign securities and the
further hberahzation of dollar imports had, by mid-1956, given German
residents close to complete "internal" convertibility. Much the same situation
existed in Switzerland and Belgium-Luxembourg, and important steps had
been taken by the Netherlands and, to a less extent, by Portugal and France.
Elsewhere in Western Europe there had also been substantial progress in
liberahzation and in the simplification of exchange structures, although
no Continental currency was as freely negotiable or transferable among non
residents as was sterling.

Further progress toward convertibility on the Continent, and especially
the final step, may now be delayed by the exigencies and uncertainties
associated with the development of a tighter and more permanent European
regional arrangement. This would appear to be especially so if, despite the
strength of some Continental currencies, their convertibility continues to
await that of sterling. As with the United Kingdom, however, convertibility
remains the announced aim and it is useful to consider the future in terms

of the effects of this step.

For some time, it has been expected that a convertibility move by the
United Kingdom would immediately be followed by action at least on the
part of the Federal Republic of Germany, Belgium-Luxembourg and the
Netherlands. Action by other countries is less certain, but it might be taken
by some. The Scandinavian countries might wish to retain relatively close
ties with sterling. In the case of France, there have been suggestions that
the franc would quickly follow sterhng to convertibility. While complete
data are not available, it is apparent that French exchange reserves rose
sharply during 1954 and 1955, although they have decfined in subsequent
months. The favourable position, however, was due in large measure to
current receipts on government account from NATO partners and to oflacial
grants from the United States. France still found it necessary to compensate
for the overvaluation of the franc by a system of taxes and other restrictions,
subsidies and tax remissions to exporters.

The nature of the convertibihty move by Continental countries might
differ from that of the United Kingdom. It has been suggested that the first
goal of at least some countries on the Continent would be something akin
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to the Swiss system, a state which may be called "internal" convertibility.
In this, the initial emphasis would be placed on freeing imports from restric
tions other than tariffs and on establishing convertibility arrangements only
with those countries which also maintained convertibility. Settlements
with other countries would continue to be restricted, perhaps on a bilateral
basis through payments agreements. Part of the motivation for proposals
of this nature is a desire to protect markets in countries unwilling to trade
on a convertible basis. In some cases, the exports to be encouraged might
be difficult to move in the absence of special arrangements.

A question may arise as to what incentives countries becoming con
vertible in this sense would be able to offer bilateral partners. To the extent
that special licensing arrangements were involved, this would mean restric
tions running counter to^ the general policy. Apart from this, however,
special credits might be offered to partner countries, e.g., long-term credits
or credits through the swing provisions of payments agreements. One
suggestion has been that the currencies of certain partners might be traded
in free markets where they could go to a discount sufficient to balance
receipts and payments. Recent trends, however, have been away from such
arrangements.

Convertibility of Continental currencies would, of course, not mean the
end to barriers to trade resulting from the forces of protectionism. The same
forces leading to the desire to protect export markets -for certain industries
may be expected to lead to demands for protection against imports. If
European countries are adjusting toincreased competition among themselves,
they will be all the less willing to reduce barriers against extra-regional
competitors and there will be pressures to increase them. While some
Continental countries have comparatively low tariffs, manyrelatively ineffi
cient industries receive substantial tariff protection and such protection may
be expected to continue to put significant barriers in the way of imports
from outside the region. Further, it would not seem realistic to suggest that
there will bea complete removal of restrictions other than tariffs, even under
a system of internal convertibility. Where balance of payments difficulties

- persist or recur, as may bethe case for some countries, such restrictions will
be more severe.

Much has been heard about "hard core" restrictions which countries have
felt that they must retain, particularly on agricultural commodities, after the
balance ofpaymentsJustification for their restrictive systems had disappeared.
Reference has been made above to arrangements for non-discriminatory
five-year waivers agreed by the Contracting Parties to the GATT in
connection with such restrictions.^^ Behind these arrangements was the
notion that the industries in question could adjust within a limited period
to the situation which would prevail if the restrictions were removed. Yet it
may be that the agricultural policies and problems of Western Europe are

5^ See Section II (6) of this chapter.
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such that it is more reasonable to assume the more or less permanent con
tinuance of this sort of protection. Already the Contracting Parties have
found that their "hard core" decision did not go far enough to meet the
desires of Belgium and Luxembourg — although the December 1955 decision
granted in favour of Belgium called for the elimination of the restrictions
within seven years. The interest of certain Continental countries in the "hard
core" problem and "the difficulties that may be expected to be involved in
the harmonization of the agricultural policies of the members of the Benelux
Customs Union"55 raise doubts about the complete inclusion of trade in
agricultural commodities under the proposed customs union arrangements.
Quite apart from this, however, continuation of some restrictions against
non-regional suppliers-would seem hkely.

The existence of agricultural protectionism on the Continent must not
obscure the fact that these countries have been important importers of
agricultural commodities. In 1952, Canada's seven most important Con
tinental customers®® imported from Canada $165 milhon of wheat and wheat
flour and $83 million of barley, oats and rye, or 22% and 36%, respectively,
of total domestic exports of these commodities. Although Canada's total
domestic exports to the seven countries reached a peak in 1952, wheat
and flour accounted for 40% of the total and coarse grains for 20%.- In 1955,
wheat and flour accounted for only 27% of Canada's exports to these
destinations, and coarse grains had dropped to 3.5%. But these exports were
still 22% and 12%, respectively, of the commodity totals to all destinations.
In addition, the decline was in small part offset by a rise in the export of seeds
to these countries to $21 million, 42% of exports to all destinations.

It seems unlikely that the creation of an intra-European customs union
and free trade area would have a marked effect upon the prospects for
Canada's agricultural exports. Nor would it be likely to have much effect
over the long run on Canadian shipments offorest products and base metals.®''
For a time, the improved competitive position of Scandinavia might-injure
Canadian prospects, but increasing demand must surely outrun this source.
While there is the possibility of overseas territories receiving preferential
-treatment, the necessity of competitive efficiency argues against substantial
barriers against any imports. It is in manufactures, however, that new
European arrangements might have the most significant effects upon imports
from the outside. While Canada has exported significant quantities of such
items as engines and boilers and motor vehicles to the Continent during
some postwar years, it is in the chemical field that most enduring progress

Contracting Parties to the General Agreement on Tariffs and Trade, Basic Instruments a^id Selected
Documents, Fourth Supplement, Geneva, February 1956, p. 24 (in the decision granting a waiver to Belgium).

Belgium-Luxembourg, France, the Federal Republic of Germany, Italy, the Netherlands, Norway and
Switzerland.

In 1955, planks and boards, pulpwood, woodpulp and newsprint accounted for 8% of Canada's exports
to the seven countries listed in the previous footnote; asbestos, aluminum", copper, lead, nickel, zinc and
iron ore accounted for 30%.
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has been made. In 1955, exports of chemicals other than fertilizers (and
uranium), but including synthetic rubber, amounted to $31 rmlhon or 9.2%
of exports to the seven eountries and about one-fifth of the total of these
exports to all destinations. The regional arrangement might well result
in such exports growing less rapidly than would otherwise be the case. By
and large, however, significant basic modifications in the present trading
pattern would not appear to be likely, even after the convertibility of major
Continental currencies.

{d) Australia, New Zealand, and the Union of South Africa

These three countries differ from most other non-European members of
the sterhng area in that, while they are undergoing development, they do not
consider themselves to be underdeveloped countries.

Following the Ottawa Agreements of 1932, Canada's exports to these
countries as a group rose in value by almost 50% between 1928 and 1937and
approximately doubled as a percentage of total exports. Thus they accounted
for over 6% of domestic merchandise exports to all countries other than
Newfoundland in the latter year. In 1947, the share was almost the same,
but since that time there has been an absolute dechne in exports to each
of the three countries, so that in 1955 they took little more than 3% of total
domestic exports — about the same proportion as in 1928.

Of the $137 million of exports which Canada sent to these destinations in
1955, about $58 million went to Australia, $56 million to the Union of
South Africa and $22 million to New Zealand. Although these exports were
well above the values achieved in 1954, each country had in the past taken
larger absolute amounts — the largest being $83 milhon by South Africa in
1948, just before the intensification of restrictions by that country.

Between 1937 and 1955, the population of Australia rose by 35% to
9.2 million, that of New Zealand by 35% to 2.1 million, and that of the
Union of South Africa by 39% to 13.7 million. These rates of increase
compare with 38% for Canada over the same period.^® For the future, one
estimate has suggested that, without immigration, the population of Aus
tralia would increase by 19% between 1956 and 1976 or by about 25%
over 25 years. Assuming net immigration of 100,000 per annum, about the
average rate for the period 1948 to 1953, the projection was for an increase
of 47% between 1956 and 1976 or about 61% for 25 years.59 Subsequently,
the Australian Government has announced that its aim was to be net immi
gration of 1%of population per annum,®" which would soon exceed the above

'58United Nations, Monthly Bulletin of Statistics, December 1956, Data for Australia exclude full-blooded
aborigines.

59 J. N. Lewis and E. A. Saxon, "Agricultural Output Requirements for Future Population Growth in
Australia", in R.E.M.P. Bulletin, Research Group for European Migration Problems, The Hague,
January/March 1955 (reprinted from Quarterly Reviewof Agricultural Economics, Vol. VII, No. 4,^ 1954,
Canberra). See also W. D. Borrie, "Economic and Demographic Aspects of Post-war Immigration to
Australia", in the same issue of R.E.M.P. Bulletin.

59 Extract from the Acting Prime Minister's Budget Speech, Canberra, August 30, 1956.
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assumption of 100,000. An official New Zealand projection suggested that
that country's population might grow by 52% between 1952 and 1977, under
the apparently reasonable assumption of net immigration of 5,000 per
annum.®! por South Africa, a study taking no account of migration pro
jected the total population as growing by 59% between 1950 and 1975. In
the course of this growth, the European element of the population would
decline from 21% to 18%.®^

The Paley Report did not project Gross National Product for the Union
of South Africa. For Australia and New Zealand, its calculations yielded a
projected increase of 158% between 1950 and 1975. This was based upon
a 64% increase in the labour force (57% in population), a 15% decline in
average hours worked and the usual 85% increase in productivity per
man-hour (2.5% per annum).®® The economies of each of the three countries
have developed fairly rapidly in the postwar period with expansion in both
primary and secondary industry. Development has in part been based upon
the importation of capital, but from time to time inflationary pressures have
created difficulties.

Each of the economies is in considerable measure dependent upon the
export of basic materials. Fluctuations in prices, especially of wool which
is the most important export of both Austraha and New Zealand, have
introduced a significant element of instability both to the domestic economy
and to the balance of payments. While South Africa is also an important
wool exporter, wool bulks less important in the total economy which relies
more heavily on such commodities as gold and uranium. Barring any violent
non-economic upset, it would seem that each of these countries should
continue to achieve a rapid rate of growth if they have reasonably favourable
markets for their exports. Inflationary tendencies may, however, create
difficulties in some quarters and the rate of expansionwill be affected by the
levels of capital import and immigration.

International trade is important to each of the countries. Together they
accounted in 1955 for 5% of total imports by countries outside the Soviet
bloc. In the most recent periods for which data are available, imports
on a f.o.b. basis were 16% of Australia's G.N.P., 24% of that of New Zealand,
and 32% of national income in the Union of South Africa. The United
Kingdom is the most important source of imports for each of the three
countries and significant supplies are also obtained from other sterling area
sources. But the importance of sterfing area sources varies considerably,
accounting in 1955 for 74% of New Zealand's imports, for 57% of those
of Australia, and for 45% of those of the Union of South Africa. From

New Zealand Census and Statistics Department, Population Projections, Supplement to December 1953
issue of Monthly Abstract of Statistics, Wellington, Government Printer.

L. T. Badenhorst, "The Future Growth of the Population of South Africa and its Probable Age Dis
tribution", in Population Studies, June 1950, The Population Investigation Committee, London.

" Paley Report, Vol. II, p. 131, in chapter prepared by Arnold C. Harberger.
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Continental O.E.^.C. countries, the percentages were 8 for New Zealand,
14 for Australia and 18 for South Africa. Thus, South Africa had the
greatest dependence on the United States and Canada, from which it
obtained 25% of its imports, while Australia got 15% and New Zealand 12%
from these sources.®^

The commercialandfinancial policiesfollowed by the three countries under
consideration have varied with the circumstances in which they found them
selves. Each has experienced balance of payments difficulties during the
postwar period and has met these in part through the use of relatively
comprehensive and severe systems of discriminatory restrictions. In the
last few years, attempts to relax these restrictions have met with varying
degrees of success.

EffectiveJanuary 1, 1954, the Union of South Africa abolished discrimi
nation between hard and soft currencies in the application of restrictions on
imports, issuing licences valid for purchases from any country.®® The licens
ing system, however, remained complex, with imports divided into a number
of categories receiving different treatment. Subsequently, liberalization has
continued with the granting of increased exchange allotments, and the South
African authorities have indicated their expectation that remaining restric
tions could soon be eliminated. Indeed South Africa has become one of the
strong advocates of the elimination of non-tariff barriers to international
trade.

New Zealand also has succeeded in reducing the severity of restrietions
and the discrimination in their application. There has been an inerease in
the number of items which may be imported from any source without the
necessity of a licence. Also a more liberal attitude has been taken toward the
licensing of imports of essential items, such as industrial raw materials, from
hard curreney countries. On the other hand, licences for the importation
of automobiles and commercial vehicles from all sources were one-third less
in 1956 than they were in 1955. Although the import licensing schedule for
1957showed no major changes from the previous yea,r. New Zealand has been
making increased use of fiscal and monetary controls to restrain demand.

In 1953 and 1954, restrictions affecting imports from non-dollar countries
into Australia were relaxed in several stages. With a worsening balance of
payments position, however, a ceiling was placed on various non-dollar
imports previously allowed free entry and, in April and October, 1955,
restrictions were again intensified. The action in April did not apply to
dollar imports; that of October affected both categories. With the October
intensification, however, it was announced that certain basic materials —
including pulp, newsprint, aluminum, nickel, copper, and asbestos — would

International Monetary Fund, International Financial Statistics, December 1956.

This change did not appear to result in a significant increase in the share of imports from the dollar area.
The percentage of the total coming from the United States and Canada was 23 in 1937, 25 in 1952, 23 in
1953, 23 m 1954 and 25 in 1955. Latin America supplied 1% in each of these years. {Ibid.)
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henceforth be licensed on a non-discriminatory basis. This may have
represented a significant change in Australian policy, Australia (and New
Zealand) having tended to express a much more restrictionist policy than
South Africa. Despite the introduction in March 1956 of new fiscal and
monetary measures to counteract inflationary pressures, however, Australia
again intensified restrictions in July 1956. In part, this affected only soft
currency supplies, but the cut in automobiles and chassis also applied to
imports from the dollar area. Subsequently, the balance of payments
position improved, and somewhat relaxed restrictions went into effect on
January 1, 1957.

Australia, New Zealand and the Union of South Africa all grant preferen
tial treatment to other members of the Conimonwealth through their tariff
structures. Particularly after the Ottawa Agreements of 1932, the preferences
facilitated a number of Canadian exports to these markets, automobiles
being an often-cited example. The significance of these preferences has been
decreased in the postwar period by negotiated reductions in the margins, and
by increases in price which reduced the ad valorem equivalent of specific
margins. Yet the system remains. Its significance for Canada, however, has
been further limited by the discrimination in import licensing against the
dollar area. Thus Canadian exports to the three countries have not kept
pace with the over-all growth of exports. Yet Australia and South Africa
have, with minor exceptions, been the most important markets for Canadian
automobile exports in the postwar years and, in 1955, the three countries
took 78% of the total of such exports — a total which, however, was less

. than 50% above the 1937 level in value terms.

In considering the possible effects of a European free trade area upon
these countries, and assuming that they would remain outside such an
arrangement, it is relevant to recall the high concentration of their exports
on agricultural commodities and on the United Kingdom. To this extent,
they would not experience harmful effects if a condition of U.K. par
ticipation was the exclusion of trade in agricultural products. New Zea
land has both the highest proportion of agricultural exports and the highest
proportion going to the United Kingdom. South Africa, however, would
not be adversely affected in its important exports of gold, uranium and
diamonds. Nevertheless, each of the three countries sells more of its mer
chandise exports in continental Western Europe than does Canada; in 1955
such sales accounted for 22% of Australian exports, 21% 'of those by the
Union of South Africa (excluding gold), and 17% of those by New Zealand.
Thus export prospects could be damaged, at least in the short run, especially
if trade in agricultural commodities were put on a tariff-free basis among
Continental countries.

A move to the convertibility ofWerling by the United Kingdom would
not need to bring major changes in the sterling area arrangements. Members
of the area would presumably continue to hold most of their exchange
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reserves in sterling.®® If the sterling-dollar exchange rate were allowed to
fluctuate, within relatively narrow limits, the currencies of other sterling
area countries might be expected to move with sterling rather than to
maintain a fixed exchange rate with the United States dollar.

The granting of formal convertibility to their reserve currency need have
little effect upon sterling area countries. Under the present arrangements, it
is maintained that their sterhng holdings are convertible into gold or dollars
upon demand. Membership in the club, however, involves a gentleman's
agreement that each will pursue policies designed to limit access to the pool
of gold and dollars, i.e., to the central reserves held by the United Kingdom.
Presumably this same situation would be expected to continue after
convertibility.

In the outer sterling area, as in the United Kingdom, convertibility would
increase certain pressures to eliminate restrictions and particularly their
discriminatory application. Purchases from any market would in effect cost
dollars and there would be increased pressures to buy in the cheapest market.
Further, it would become increasingly difficult to deny residents access to
dollars once trade was conducted in a convertible currency.

Even under convertibility, however, it seems likely that protectionism and
balance of payments instability would limit the extent to which restrictions
would be relaxed. Each of these countries is in a stage of rapid economic
development, and pohcies aimed at the development of local manufacturing
industry (e.g., pulp and paper in New Zealand and automobiles in Australia)
will undoubtedly restrict the movement of Canadian exports which developed
within the Commonwealth preference system. The possibility of recurrent
balance of payments difficulties associated with dependence upon exports
of such commodities as wool may delay further liberalization. In recent
years, Australia, particularly, has exhibited a tendency toward inflation which
has been found difficult to control. The possibility of the continuation of
these inflationary tendencies into the future cannot be dismissed.®'^ Some
what the same dangers face New Zealand, although there they do not seem
to be as severe. The strength of the South African export position makes
possible the hope that more pijogress can be made by that country, although
protection for industries which have developed under the shelter of restric
tions is a factor and it is possible that there may be some replacing of exchange
and trade restrictions by tariff increases. According to public pronounce-

The Union of South Africa, as the world's largest gold producer, has a unique position in the sterling
area and holds more gold than foreign exchange in its official reserves. At the end of June 1956, gold
holdings amounted to U.S. $215 million and foreign exchange to the equivalent of $109 million. For
Australia (official and banks) the figures were $164 million in gold and $631 million in exchange, and for
the Reserve Bank of New Zealand $33 million in gold and $224 million in foreign exchange. In each case,
the foreign exchange holdings were mostly in sterling. The New Zealand trading banks also held such
assets amounting to the equivalent of $72 million. (International Monetary Fund, Inieniahonal Financial
Statistics, December 1956.)

The president of the Australian Associated Chambers of Manufactures was reported to have stated that
the progressive weakening of the purchasing power of the Australian pound had placed the country in
a precarious situation. Australian cost levels were seriously out of line with every other country in the
sterling area. This situation arose from shortening hours and the continuous rise in wages and allied
costs. {The Financial Times, London. December 7, 1955.)
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ments about the removal of restrictions, it would appear that relaxation is
tied to the financial position of the Union rather than to the timing of
sterling convertibility.®®

(e) Japan

In 1955, Japan took 2.1% of Canada's domestic merchandise exports, a
somewhat smaller share than during the prewar period and in the years
1952-54. Although the share of the total was relatively small, Japan was
Canada's third most important export market in the period 1952 to 1955.
In the first 11 months of 1956, the Japanese share rose to 2.7%, but the
more rapid increase in sales to the Federal Republic of Germany reduced
Japan to fourth place. In 1955, wheat, wheat flour and barley accounted for
66% of Canada's sales to Japan, as compared with 8% in 1937.

Thepopulation of Japan increased from 70 million in 1937 to 89 million
in 1955.®® The forecast by the United Nations suggested about the same rate
of growth from 1955 to 1980, with an estimate of 126 million by the latter
year.''® Other projections have suggested a slower rate ofincrease. In 1954, the
Director, Population Problems Research Institute, in the Japanese Ministry
ofWelfare —ignoring migration but assuming, inter alia, a continued decUne
in the birth rate —forecast that the population in 1980 would be 105 million,
and that it would reach a peak of 107.2-milhon in 1990."" Subsequently
it has been reported that Japanese officials have raised the 1990 anticipated
peak to 108.5 milhon.''̂ For its purposes, the Paley Commission employed
a rate of increase of 33% between 1950 and 1975. If applied to the 1955
level, this would imply a population of 118 million in 1980.''®

Looking at Gross National Product, the Paley Report assumed that
Japanese productivity per man-hour would rise more rapidly than in other
developed countries owing to the under-utilization ofproductive capacity in
1950. Thus, between 1950 and 1975, productivity per man-hour was pro
jected as rising by 121% (or 3.2% per annum). Average hours worked were
not expected to fall, Japanese workers having much to gain before attaining
a consumption level equal to that prevailing in other industrial countries.
These assumptions, together with thatofa 45% increase in the labour force,
yieldedaprojectionfor G.N.P. in1975 atalevel over three times that in1950."'74

For example, it was reported that the Minister of Economic Affairs stated in November 19SS; ''J have
this week-end been ableto relaximportcontrol on a furtherrange ofgoods, and will continue to lift con
trol as and when the country's reserves warrant it. I hope to be able to relax control completely by
1957." (r/ic Financial Times, London. November 29. 1955.)

s' United Nations. Monthly Bulletin of Stalisiics, December. 1956.
'« United Nations Population Division "Framework for Future Population Estimates. 1950-1980. by World

Regions". See footnote 45.

" Ayanori Okazaki. The Present and Future ofJapan's Population, paper submitted to the Twelfth Con
ference of the Institute of Pacific Relations held at Kyoto. Japan. Septembei-October 1954. Japan In
stitute of Pacific Relations. Tokyo. 1954.

The Gazelle, Montreal, October 22. 1956.

" Paley Report, Vol. II. p. 131. in chapter prepared by Arnold C. Harberger.
" Ibid.
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The value of any projection made on the basis of 1950, however, is very
considerably reduced by the fact that, in that year, production had incom
pletely recovered from the effects of the war. Subsequently, there have been
enormous increases. In 1950, manufacturing production was still 38% below
1937. Between 1950 and 1955, the index rose by 133% or to 45% above the
1937 level. Growth continued during the first nine months of 1956. The
index of mining production rose 22% between 1950 and 1955, when it stood
at the same figure as in 1937, and it went on to higher levels in 1956. G.N.P.
rose from 3,971 billion yen in the fiscal year 1950 to 7,359 billion yen in
fiscal 1954.'̂ ® ^ considerable rise in Japanese prices accounted for part
of the increase in national product. Most of the price rise, however, took
place between 1950 and 1951; between the fiscal 1951 and fiscal 1954,
a period over which there was little price change, G.N.P. rose from 5,541
billion yen to 7,359 billion yen or by 33%.''6 ,

Postwar production increases have been notable in machinery, chemicals,
metals, rubber and leather. Textile production has increased but, at least up
to the first quarter of 1955, was still below the prewar level.'"' In the first
half of 1956, imports of all commodities rose above the 1937 volume;
total exports, however, remained below the 1937 level. Raw silk exports
in the first quarter of 1955 were only 14% and cotton fabric exports 36% of
their 1937 levels.'® Japanese industry suffers from the obsolete state of its
equipment, the small size of industrial units, the highcost of power,'̂ and a
pricestructure which, despite the disinflationary policy adopted in the fall of
1953, is still out of line with that of other industrial countries.

Despite its problems, Japan has made remarkable progress in recovering
from the effects of the war and the loss of markets and sources of supply in
previously controlled territories. The year 1954 witnessed a 28% expansion
in thevalue ofexports, while import values declined slightly. In 1955 exports
rose by a further 23% while imports increased by only 3%. From the middle
of 1954 to the middle of 1956, official exchange reserves about^doubled.
Progress may be expected to continue, although the forecasting of the rate
of such progress over a period as long as 25 years presents more than usual
difficulties. ^

For a shorter period — the six years between fiscal 1954and fiscal 1960 —
the target in the "Integrated Economic Plan" envisages a 34% increase in
G.N.P. Behind this is a 12% increase in the labour force, a 30% drop in
unemployment and a 19% increase in productivity. Over the same period.

The term fiscal year ' or "fiscal" is used to designate the 12 months beginningon April 1 of the year
mentioned. o ^ j

Data from International Monetary Fund, Iniernational Financial Statislics, December 1956.

77 Economic Planning Board, Japanese Government, Economic Survey of Japan C1954-1955). Tokyo
September 1955, p. 201. v /. j ,

7® International Monetary Fund, Inlernalional FinancialStatistics, Februaryand December 1956.

79 The production ofelectricity, however, has risenrapidly. In 1955 it was95% above the 1938 level, and.
in the second quarter of 1956, 125% above 1938. Production of manufactured gas in 1955 was 113%
a^bove fisc^ 1938 and it. too, has shown subsequent increases. (United Nations, Monthly Bulletin of
Slattstics, December1955and September 1956.) > ^ j
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industrial production would increase by 54%. The plan took account of
the shifts required in industrial activity, noting that the development of
light industry in underdeveloped countries was compelling Japan to devote
more attention to heavy industry and to the chemical industry.?" Japanese
official views make clear that progress is to be based to a large extent on
the expansion of exports, aided by rationalization and the disinflationary
policy.^i

Japanese imports amounted to 2.8% of the 1955 world total, excluding
the Soviet bloc. This compared with 4.2% in 1937. Between the two years,
Japan had fallen from fifth to ninth place among the world's importers.
In fiscal 1954, imports, on a c.i.f. basis, amounted to 11% of G.N.P., as
compared with about 17% in 1937. The United States and Canada supplied
36% of 1955 imports, with Latin America adding another 10% (both figures
lower than in the previous year). The sterlingarea, largely the outer sterling
area, contributed 24%, while Continental O.E.E.C. ^countries provided
5%. In comparison with 1937, the major changes have been a decline in
the shares of imports coming from the sterling area and Western Europe
and a rise in the share from Latin America and the rest of the world.82 jn
part, these shifts may be explained by the relative availability of dollars,
difficulties. which have existed in sterling trade and payments, and the
willingness of certain partner countries to conclude trade and payments
agreements.

Postwar Japanese financial and commercial policy has had its basis in
a situation of foreign exchange stringency and a precarious balance of
payments in which imports and transportationcosts greatly exceeded export
proceeds, sothat balance could beachieved only through large Governmental
receipts, including those from the purchase of goods by United States and
U.N. forces. Thus Japan has maintained a complex and relatively severe
system of exchange and trade restrictions, and has employed a number of
devicesin an effort to stimulate exports. An important part of Japanese trade
has been carried out under bilateral trade and payments agreements, in some
cases at prices above those prevailing on world markets. They have, however,
been held to be necessary to expand balanced trade.

The 1955 balance of payments position was much more favourable, but
exports were still below imports, and United States and U.N. military
expenditures in Japan exceeded the rise in exchange reserves. Further, the
payments position was aided by a large agricultural output which reduced
importneeds andbypurchases of United States surplus agricultural products
against payment in yen. The improved situation, however, enabled the
government to increase the foreign exchange budget for April to September,

80 "A Gist of Integrated Economic Plan, drafted by the Economic Council and submitted to the Govern
ment for its consideration", November 5, 1955.

81 See, for example. EconomicPlanning Board, Japanese Government, op. cit., pp. 1-22.

82 International Monetary Fund, hiiernational Financial Statistics, December 1956.
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1956, by 37% over the same months of 1955. Despite the liberalization of
imports, the restrictive system remained, although discrimination against
dollar imports was relaxed somewhat and further dollar liberalization was
expected.83 At the same time, the role of barter trade has been reduced,
although not eliminated, and open account bilateral agreements with several
countries have been replaced by cash settlement agreements in convertible •
and transferable currencies.

While relatively severe, the Japanese restrictive system has been less
discriminatory against dollar imports than might have been expected in the
light of the fact that exports were more concentrated on soft currency
markets than imports. Export promotion schemes and bilateral agreements
mayhave resulted in favourable treatment for certainsoft currency imports.
Yet in 1954, the United States, Canada and the dollar countries of Latin
America supphed 46% of Japanese imports while taking only 23% of her
exports.®^ In 1955 exports to the United States and Canada rose rapidly
and, while exports also increased more rapidly than on average to sterhng
area countries and continental Europe, there was a dechne in shipments to
the rest of the world. Meanwhile, imports from the sterhng area rose both
absolutely-and as a percentage of total imports, largely as a result of changes
in import licensing practices. The share of imports coming from other
countries outside the Western Hemisphere also increased, but more moder
ately. Better bilateral balance was achieved —a significant development
in view of the past accumulation of claims under payments agreements. In
1955, however, imports from the dollar area still exceeded exports, the
percentages of total imports and exports being 41 and 28, respectively.In
considerable measure, of course, the relative mildness of discrimination has
been made possible by the high proportion of receipts on governmental
account which have been in dollars.

On the other hand, Japaneseexports,whilestill belowprewar levels, have
been subjected to discrimination in a number of markets through tariff or
licensing policies — discrimination which could not be justified on hardness-
of-currency grounds. In large measure, it was based upon pohtical grounds
and upon a widespread fear of a return of Japanese competition of the type
which existed in the 1930's. Japan has sought to assure the world that fair
trading policies will be followed, and has, for example, hmited the export
of cotton goods to the United States and Canada, countries which have
granted most-favoured-nation treatment to Japan. Discrimination against
imports from Japanin theworld's markets hasbeen reduced, but theproblem
has not been eliminated.

8' International Monetary Fund, International Financial NewsSurvey, April 20, 1956, p. 331.

" Statistical Office of the United Nations, International Monetary Fund, and International Bank for Re
construction and Development, Direction of International Trade, Annual Issue —Annual Data for the
years 1938, 1948 and 1952-55, p. 250.

86 Ibid.
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The six-year economic plan envisaged that the current account of the
balance of payments would reach equilibrium with no special receipts by
fiscal 1960. This, however, would appear to imply only a very modest
increase in the 1954 ratio of imports to G.N.P.^® The magnitude of the task
of achieving long-run balance between imports and exports, at a high enough
level to provide adequate imports to meet the needs of a growing economy
and adequate exports to support employment, should not be underestimated.

Of the world's major trading nations, Japan perhaps stands to lose most
as a result of the formation of a European customs union and free trade
area. Dependent upon exports of manufactures, she would face initially
increased competition within the protected European area. In 1955, Japanese
sales to the United Kingdom and Continental O.E.E.C. countries made up
9% of total exports.®'' While not a large share, it is significant. Of possibly
much greater importance might be the competition in Asian and Latin Ameri
can markets which would result if the European arrangements ultimately
resulted in substantially increased European efficiency. Such developments
could make more difficult the Japanese achievement of a. high level of
balanced trade.

The underlying balance of payments problems of Japan suggest that it
would be unlikely that the establishment of the convertibility of major
European currencies would by itself bring significant liberalization of
Japanese restrictions. The multilateralization of payments would tend to
ease one Japanese problem arising from the fact that hard currency countries
have tended to be more important as sources of imports than as destinations
for exports. On the other hand, concern has been expressed in Japan that a
convertibility move might, mean intensified competition in third markets.

The long-term future of Japan as an import market is dependent upon
the country's abihty to recover its export position. As has been indicated,
the basic task is that of rationalization, made all the more difficult by the
displacement of silk by artificial fibres and by the increasing domestic
production of cotton textiles in former markets. The task is difficult, but
the characteristics of the Japanese people suggest that it will be successfully
accomplished and that Japan will continue as a major importer on a basis
less and less dependent upon extraordinary receipts.®® A question of impor
tance to Canada concerns the extent to which recent dependence upon
imported wheat and barley is likely to continue. Some sources have suggested
that the shift to wheat will continue and that Japan, 30 years from now,
will be the world's largest iniporter of wheat.®® Thus it has been suggested

88 "A Gist of Integrated Economic Plan . .. cited earlier.

International Monetary Fund, International Financial Statistics, December 1956.

The Survey of Current Business study on U.S. imports and domestic business noted that, after losing
mngh of its large prewar silk market in the United States, Japan had become successful in marketing new
types of producti9n in that country. Included were plywood, steel and sewing machines. By the first
half of 1955, U.S. imports from Japan other than silk reached an annual rate of nearly $350 million, nearly
five times the average rate in 1948-49 and over three and,one-half times the rate in 1937. (Bradshaw,
Roxon and Lechter, op. cit.)

The Financial Post, Toronto, June 9, 1956,
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that Japan could become as large a market for Canadian grain products as
the United Kingdom has been in the past.s" On the other hand, the record
rice crop of 1955 enabled a reduction of food imports, suggesting that ,
domestic or soft currencyrice may continue to be preferred to hard currency
wheat. Yet, even if wheat imports show littlegrowth, a greatincrease in the
Japanese market for other basic materials would seem to be likely.

(/) U.S.S.R., Eastern Europe, and Mainland China
Canada's exports to the countries which now constitute what is here

called the Soviet bloc^i have at various times been of some importance. In
the period 1926-28, these countries took about 1.6% of Canadian domestic
exports to all countries other than Newfoundland. In 1929, the figure was
2.8%, but it dechned during the 1930's. Immediately after the war, in 1946,
these exports rose to $95 million or 4.1% of the total. By 1951, the figure
had declined to insignificance, but, in the first half of 1956, sales of wheat'
raised it to almost 2% of total exports. From 1926 until 1949, when the
present regime assumed control on themainland, China was much themost
important market within this group in most peacetime years. The U.S.S.R.,
Poland and Czechoslovakia have also been of importance, particularly in
the immediate postwar years and in the first half of 1956.

Rates of growth of population and G.N.P. in the Soviet bloc are of
relatively little significance in any assessment oftherole which these countries
may play in future international trade. Of overwhelming importance is the
political climate which will govern relations between them and the rest of
the world, and different assumptions about this could lead to any number
ofvastly different results. Thus noattempt ismade here to set outorappraise
the population and G.N.P. data which are available.92

From time to time, as in the periodbetween the two Geneva Conferences
held in 1955, there has been discussion of the possibihties of increasing trade
between the Western World and the countries of the Soviet bloc. It has
been suggested that this would provide the West with important^sources,of
minerals and forest products and mean intensified competi,ti.^^^..^o.r.,Jt,s
producers ofthese commodities, but that it would also provide vast .markets
for some of its exports, including markets for surplus agricultural commodi
ties. No attemptis made here to assess the likehhood of improved commer
cial relations between East and West, the basis of which is political rather
than economic. Some consideration may, however, be given,to the possible
scope of trade"under such circumstances.

90 Montreal, September 20, 1956. ' -*• '

91 See footnote 1. . '

92 For an appraisal and forecast for the U.S.S.R. and Eastern Europe see Trends in Kcoxiotnic'Crou'lh. A
Comparison of the Western Powers and the Soviet Bloc, cited earlier. Recent industrial developments in
this area wereconsidered on pp."25-40 of United Nations, Economic Commission tor Eur^e. Economic
Bulletinfor Europe, Geneva, August 1956. This same source,on pp. 43-85, coiitained an article on East-
West European trade. , , . • u
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Past experience suggests that, while trade between the Soviet bloc and the
rest of the world could be greatly expanded, there may be fairly low limits
unless conditions differ considerably from what they were in the prewar
periods. In 1938, the chief outside countries in trade with what is now the
Soviet bloc sent to that area about 6% of their total exports and received
from it about 6.5% of their imports.^^ In 1954 these same Western countries
sold only 2.1% of their exports to the Soviet bloc and bought 2.2% of their
imports from that area. For the United States and Canada, and for Latin
America, the figures averaged well below 1%. For Finland, on the other
hand, they were about 28%.

Between 1954 and 1955 there occurred a considerable increase in trade
between the Soviet bloc and the rest of the world, largely within the frame
work of bilateral agreements. Although strategic controls were eased in
the West, total imports by the rest of the world grew more rapidly than total
exports to the Soviet bloc. Despite the growth in trade, for the chief trading
countries referred to in the previous paragraph, the proportion of exports
going to the Soviet bloc rose only to 2.2% and the share of imports from
that area went up only to 2.6%. The differential movement, however,
resulted in the emergence of a substantial deficit with the Soviet bloc.

Although East-West trade could presumably become of significance in
some commodities and to a growing number of countries, the foregoing
suggests that if it is to make a great over-all contribution to the trade of
the West, more than a mere return to prewar relationships would be required.
The data examined indicate that an increase in total East-West trade to some
two and one-half times its 1955 relation to the over-all trade of the West

would be required to restore the prewar relationship. The staff of the U.N.
Economic Commission for Europe (E.C.E.) has calculated that, although
East-West European trade reached its postwar peak in 1955, Western
European exports were still only two-thirds of their prewar volume and
Eastern European exports did not attain half of the prewar level. The
growth in East-West European trade was continuing, however, in 1956.
Further, it was, expected that the trade agreements concluded between the
U.S.S.R. and a large number of overseas countries would begin to result in
increased trade during 1956.®^

Considerable uncertainty exists about the export or import potentials of
the Soviet bloc, particularly of the U.S.S.R. around which has centred much
of the discussion of trade possibilities. Needed metals are or can be produced
in large quantities, but local requirements are high and it is difficult to know

These percentages, and those for 1954 and 1955 which are given below, cover the trade of the United
States, Canada, Latin America, the sterling area. Continental O.E.E.C. countries and their dependencies,
Egypt. Finland, Indonesia, Iran (imports only), Japan and Yugoslavia. The source is Statistical Office
of the United Nations. International Monetary Fund and Intemati-jnal Bank for Reconstruction and
Development, op. cit. Prewar data include the trade of the whole of Germany and postwar data exclude
trade between Eastern Germany and the Federal Republic.

United Nations, Economic Commission for Europe, op. cit., pp. 43 and 45. In this source, Western Euro
pean statistics cover the O.E.E.C. countries (except Ireland and Portugal) plus Finland ^ud Yugoslavia.
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if these could be met and still leave significant amounts available for export.
The E.C.E. data show 1955 Eastern European exports of silver and platinum
at under 3% of the total exports to Western Europe, and exports of other
crudeminerals (not including coal, petroleum or fertilizers) at about the same
level, or less than, Western European exports of non-ferrous metals to.
Eastern Europe. In each case, roughly two-thirds of the Eastern European
exports came from the U.S.S.R. Iron and steel accounted for under 5% of
the total and, while refined non-ferrous (non-precious) metalswerenot shown
separately in the data, the item for all other commodities was only 6.5% of
the total exports and of this only 1% eame from the U.S.S.R.^s

Possible Soviet supplies of forest products were examined in a study by
the Forest Service of the United States Department of Agriculture appearing
in the Paley Report. That study anticipated that in the 1970's there would
be a substantial free world defieit in industrial wood (all primary wood
products except fuelwood and wood for charcoal and distillation). Thefree
flow of world trade would change the outlook. But even under the most
favourable world conditions, the volume of wood exports from the U.S.S.R.
would not be expected to exceed some 50million cubic metres (roundwood).
Although this would be nearly five times the prewar peak, it would be barely
one-quarter of the average free world deficit of 194 million cubic metres
anticipated for 1970-79. Other eountries in the Soviet bloc would not be
in a position to export more than minor quantities.9® The E.C.E. study
showed wood and wood products, two-thirds from the'U.S.S.R., as account
ing for 16% of 1955 exports from Eastern to Western Europe. The Soviet
Union had been rebuilding its position as a major exporter, but even the
large export volume reached in 1955 was modest by comparison with the
prewar level. While Soviet exports were appreeiably below those of Sweden,
Austria and Finland, how'ever. WesternEuropean timber imports from North
America fell in 1955 to less than those from Eastern European countries.®'̂
Nevertheless, future w'orld timber requirements are expected to be so great
that it is difficult to see how more normal trading relations with the U.S.S.R.
could substantially affect Canadianprospects in 1980.®®

Other Eastern European exports to Western Europe in 1955 included
cereals and other foods, coal and coke, petroleum and products, vegetable
fibres, fertihzers and cement. In much of this trade, notably in grains, coal
andpetroleum. Eastern European requirements would seem to make unlikely

« Ibid., PP..73 and 81.

Paley Repori, Vol. V, p. 60. See also Part B, Section 8, of this study.

United Nations. Economic Commission for Europe, op. cit., pp. 52 and 73.

'8 It may.however, be notedthat it has been reported that Scandinavian timberproducers havebeencon-
cemed about increasing competition from the U.S.S.R. Total production of timber in the U.o.o.K. in
1954 was about 80% above the prewar average, but exports, although they had increased, were only
2.5% of productionas compared with 20% before the war. Scandinavianproducerswere of the opinion
that exports might be increased considerably beyond the current 2.5% of total production, especially
if the U.S.S.R. Government should find it possible to cut domestic consumption in f^our of exports.
(International Monetary.Fund, International Financial News Survey, Washington, D.C., September 2,
1955— based upon Norges Handels og Sjofartstidende, Oslo, Norway, August 11, 1955.)
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a rise in the share of Western European requirements supplied by the East,
at least in the near-term future. Eastern European exports of various
manufactures to Western Europe (including iron and steel) increased by
about 40% between 1954 and 1955. But, according to the E.C.E. staff,
exports of engineering products have met difficulties, arising in part from
inadequate past progress in adapting design and finish to Western require
ments. The overcoming of this problem appeared to have been receiving
study. Although there were complaints that Eastern textiles were priced
very low^, there were also indications that there was growing concern in the
East about the profitability of exports which had to be sold at low prices in
the most competitive markets. There seemed to be an attempt in Eastern
Germany to concentrate such exports — especially textiles — on those coun
tries where prices under bilateral agreements were relatively favourable.
Indeed, the E.C.E. study concluded with the suggestion of a more rapid
expansion of,Eastern European trade with overseas countries than with
Western European countries.^^

Leaving aside non-economic considerations for the moment, there may
well be fairly low limits to the expansion of exports by the Soviet bloc —
although it is difficult to speak with precision or confidence. What about
imports by the Soviet bloc? These could presumably substantially exceed
exports if credits wferegranted or if they were paid for out of gold production,
particularly that of the U.S.S.R. In discussion of the possibility of increased
trade, some attention has been paid in the United States press to the possi
bility of the disposal of agricultural surpluses. While Canada has exported
substantial quantities of wheat to the U.S.S.R., Poland and Czechoslovakia,
it is impossible to know whether or not such demands will persist. Unless
they last for many years, however, it seems unlikely that they could induce
purchases which would significantly reduce North American agricultural
surpluses. When trade was at higher relative levels in the past, Soviet
purchasing in North America concentrated' on industrial and agricultural
machinery and similar commodities. In 1938, for example. United States
exports to the U.S.S.R. totalled U.S.S 70 million, of which $58 million
was in the form of finished manufactures of non-agricultural origin, and
almost all of the remainder was non-agricultural semi-manufactures.io"
If trade should flow more freely in the future, it seems likely that these
commodities, rather than agricultural items in surplus, would be in greatest
demand.

The possibility of a further substantial increase in East-West trade was
raised by the proposals to the U.K. Government by the Soviet leaders during
their visit to London in April 1956. Interest was expressed in imports
of roughly $500 million a year from 1956 to 1960, largely machinery and

' United Nations, Economic Commission for Europe, op. cit., pp. 50 fl.

^0 U.S. Department of Commerce, Bureau of Foreign and Domestic Commerce, Foreign Commerce and
Navigation of the United States, Calendar Year 1938, U.S. Government Printing Office, Washington,
D.C., p. xvii.

91



ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

other industrial and transport equipment of which about a third was still
subject to strategic controls. The proposals would seem to imply a fivefold
or sixfold increase in U.K. exports to the U.S.S.R. and, assuming a corres
ponding rise in exports to the United Kingdom, something more than a
threefold increase in Soviet deliveries as compared with 1955 levels. This
would still not represent more than 5% or 6% of U.K. trade; but many of
the goods desired by the U.S.S.R., as well as many of the goods which it
has exported to the United Kingdom in the past, have been in short supply
in relation to domestic and export demands.^®!

For the immediate future, it would appear that there could well be some
increase in East-West trade. Export restrictions have been eased further
and there have been reports of increased Soviet orders and interest in
Western exports. Further, it has been reported that the United Kingdom
has decided to allow increased exports to mainland China.i®^ New trade
agreements have been signed and larger quotas and a diversification of
trade has been indicated by renewals. A few countries, such as Egypt,
Finland, Iceland, Iran and Turkey, already conduct a significant proportion
of their trade with the Soviet bloc.

For the longer term, it would appear that the continuation of present
tension would mean that East-West trade will remain relatively unimportant
in the broad movements taking place in the Western world. A freeing of
the channels of East-West trade would be important in some spheres, but
it would not appear to alter substantially the general conclusions reached
on the assumption of a continuation of present tension. The chief qualifica
tion to this probably relates to the possibility that an attendant reduction
in armament expenditures might bring problems of maintaining employ
ment at tolerable levels; unless offset, this could have effects on world
trade.i®®

The main purpose of the foregoing paragraphs has been to consider
the possibilities which might flow from an easing of trade barriers between
East and West attendant upon a decrease in tension. It has been assumed
that, in such circumstances, trade would be governed by economic forces and
that domestic demands would be allowed to affect export availabilities.
Assuming now that the East-West political struggle continues, a relatively
new development requiring consideration is what has been called the Soviet
offensive in the field of trade and economic assistance.

The increased trade and assistance activity of the Soviet bloc appears
to be directed primarily at the underdeveloped countries, although there
have also been a number of efforts to establish closer contacts with Western

Europe and North America. On the trade side, the U.S.S.R., Eastern

United Nations, Economic Commission for Europe, op. cit., p. 60.

The Gazette. Montreal, May 18 and June 5, 1956.

See Sectipn 11 (a).
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Europe and mainland China have made substantial purchases of com
modities which the exporting country was finding difficult to sell in Western
markets. Notable examples have been the purchases of Burmese rice,
Ceylonese rubber, Cuban sugar, Egyptian cotton, Icelandic fish, and Iranian
rice and other agricultural commodities. It has been suggested that imports
may be in excess of the requirements of the purchasing country — that
much of the U.S.S.R.'s imports of Burmese rice went to Vietminh, that
China's purchases were rerouted to Ceylon in exchange for rubber, and that
Hungary also sought to sell Burmese rice to Ceylon at less than market
price.i®^

The Soviet countries are increasingly active in offering steel, machinery
and other manufactures in exchange for these goods. Trade is promoted
through participation in trade fairs, official visits and the supplying of
technical assistance. Specifications, prices and delivery terms appear to be
competitive and gains are made by the ability to offer package deals covering
all the material requirements of a development project, together with tech
nical assistance. In addition to some outright gifts, substantial credits at
low interest rates have been offered to such countries as Afghanistan, Egypt,
India and Yugoslavia.

To date, both trade and assistance from the Soviet bloc have been small
in comparison with that coming from the West. Nevertheless, Soviet
activity is increasing and impressive strides have been made in such countries
as India. As cost considerations or home requirements need not be domin
ant, it is quite impossible to predict its future. The Soviet bloc, however,
appears to have the capacity to absorb large exports from the underdeveloped
countries and to supply substantial quantities of goods and "know-how"
desired for industrial development. This could directly affect North Ameri
can trade. To the extent that it enabled underdeveloped countries to reduce
purchases from Western Europe, it could mean a reduction in European
buying power, although it might at the same time force Europe to rely
more heavily on such sources as Canada for its basic materials. The latter
could be offset if the activity were broadened to involve the export of Soviet
materials to Europe. The political basis of the operation makes it unpre
dictable. Its very unpredictabihty, however, and the possibility of its sudden
appearance or withdrawal at various points could make it all the more
disruptive to the orderly development of world trade.

The future may see changes in the relations of the industriahzed coun
tries of the West to the underdeveloped countries. It is possible that the
volume of aid to the underdeveloped countries might be increased and that
new techniques might remove some of the features of bilateral assistance
which underdeveloped countries have found difficult to accept in the past.
The NATO reappraisal or efforts through the United Nations might produce
such results. If aid on an acceptable basis were increased, it would mean

'0* London Observer Service, in The Globe and Mail, Toronto, July 10, 1956-
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that economic development could proceed more rapidly and that exporting
countries, including Canada, could gain both from the ultimate increase
in the buying power of the underdeveloped countries and through helping
to supply the needs of their development programmes.

(g) Other Countries

While Canada's exports show a considerable measure of concentration,
over 8% of the 1955 total went to the numerous countries and dependent
territories which have not yet been considered, most of which may be
classed as underdeveloped. Exports to these areas in 1955 were of about
the same relative importance as in 1928 and 1937. Although it does not
show clearly in the table at the beginning of this section, there has been some
decrease since prewar in the importance of sterling area markets and some
relative increase in Latin American and all other sales. The most important
of these export markets in 1955 were Mexico at 0.9% of total exports, the
British West Indies at 0.8%, Venezuela at 0.7%, India at 0.6% and Colombia
at 0.5%. In previous years, exports to Brazil had nlso been of importance.

The population of the countries considered in this group is large and is
expected to increase fairly rapidly. The United Nations has estimated that,
in 1950, these areas contained 1.1 billion people or about 45% of the world's
total population (including in the world's total China, the U.S.S.R. and
Eastern Europe). Of these 1.1 billion people, almost a third were to be
found in India. India, Pakistan and Indonesia accounted for 46% and, if
Brazil were added, the total would be raised to about 51%. Most of the
countries in the group are in areas characterized by high birth rates, although
differing mortality rates obtain in different areas. The U.N. forecasts,
based upon these characteristics, suggested that, between 1950 and 1955,
the population of these countries as a group' would rise by 7% and, between
1955 and 1980, by 50%. In 1980 they would contain, on the basis of these
forecasts, some 1.8 billion inhabitants or about 49% of the world's total
population.i®5

There are difficulties in forecasting Gross National Product changes
for the group of countries here under consideration. While national income
data are available for many of them, the basic source material in a number
of cases is far from adequate, partly because of the difficulties associated
with income measurement in self-contained subsistence economies. Future

growth is to be expected and development programmes envisage rapid
change. Yet the pace and character of the growth is subject to many uncer
tainties. Generally, however, these countries are largely raw material
producing. With some exceptions, their levels of consumption are low
and they have relatively little industrial capacity. Their basic aim is to

>05 United Nations Population Division. "Framework for Future Population Estimates, 1950-1980. by World
Regions". See footnote 45.
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raise levels of consumption. Plans to achieve this encompass increasing
the efficiency of agricultural production and, especially, the expansion of
industry.

The Paley Report, after noting the difficulties of measuring output in
these countries, suggested that, even if it were possible to quantify the
expected increases in G.N.P., it would not be possible to tell, within even
very wide margins of error, what materials drains (the problem concerning
the Paley Commission) would be associated with the increases. If improve
ments in agriculture permitted the population to live at a standard twice
as high as before, no additional drain on exhaustible resources might ensue.
But if there were an addition in real income mainly to wealthier groups,
or if certain types of investment programmes were undertaken, the require
ments for materials might increase substantially. Thus it was decided to
estimate the materials consumption of the less developed areas more directly
though arbitrarily. Requirements were expected to increase greatly between
1950 and 1975 but quantitative assessment of such growth had to be rough.
Accordingly, materials demand in these areas was projected to grow at
more than three times the United States rate, with the precise rates applied
held not to be significant in themselves.^"®

The imports of this group of countries bulk large in world trade. In
1955 they took 29% of the total of world imports outside of the Soviet
bloc, or nearly as much as did continental Western Europe. Sterling area
countries in the group accounted for more than 9% of the 29%. The sources
of these imports varied greatly among the different countries and regions.
The outer sterling area (including Australia, New Zealand and South Africa)
obtained 35% of their 1954 imports from the United Kingdom and 19%
from other territories within the area. Continental O.E.E.C. countries
supphed 15% and the United States and Canada only 12%. Latin America,
on the other hand, acquired 49% of its 1955 imporis from the United States
and Canada, 12% from within the area, 23% from Continental O.E.E.C.
countries and only 7% from the sterling area (mostly from the United
Kingdom). The dependencies of Continental O.E.E.C. countries in 1955
relied on these Continental countries for 56% of their imports. Other mem
bers of the group supplied 6%, the sterling area 7%, LatinAmerica 18% and
the United States and Canada 8%. For the remaining countries considered
in this subsection, and Japan, the United States and Canada were the most
important sources of imports, accounting for 28% of the 1955 total. Latin
America supplied 5%, Continental O.E.E.C. countries 23% and the sterling
area 21%.i«7

The significance of European regional arrangements and of sterling
convertibility for the commercial and financial policies of certain members

Fa/ey Rc/'or/, Vol. II, p. 132,in chapter prepared by Arnold C. Harberger. The coverage differs some
what from that employed m this study, excluding Finland, Spain and Yugoslavia and including Turkey
and the Union of South Africa.

International Monetary Fund, International Financial Slaiisiirs, April and December, 1956.
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of the sterling area was considered in an earlier subsection. It was suggested
that European regionalism might damage export prospects, at least in the
short run, and that convertibility need not bring major changes in the
sterling area arrangements, although it would increase pressures to eliminate
restrictions and particularly discrimination.^®® Much the same might be
said regarding the effects of such moves on the United Kingdom's dependent
territories and other members of the outer sterling area, although, under
convertibility, the responses to the pressures to liberaUze would vary and
might be lessened by the effects of development programmes.^®® Somewhat
the same would apply, mutatis mutandis, to the overseas dependencies and
members of the monetary areas of continental Western European countries.
While the extent of exchange control within monetary areas varies, a usual
feature has been that most payments agreements relate to settlements
between the monetary area as a whole and the other country concerned.
Thus the effects of convertibility on the non-metropolitan areas would
in some degree be dependent upon the role, if any, which Western European
countries assigned to their payments agreements under convertibihty.n®
The degree of attachment of these areas to European regional arrangements
would, of course, be relevant both to them and to their competitors.

The future of payments and trade agreements will also be of significance
to other countries considered in this subsection, i.e., those which are not
members of monetary areas centering in Europe. Some of these countries
may already be considered as having convertible currencies,"^ although
in some cases they have made some use of restrictions, bilateralism or
multiple currency practices. Others, however, continue to meet balance of
payments problems through the use of restrictions, and conduct significant
proportions of their trade under bilateral agreements. As noted, the signifi
cance of bilateralism has been decreasing. Even with convertibility in
Europe, however, the countries considered here would probably wish to
retain bilateral agreements among themselves and with members of the-
Soviet bloc. There would also likely be pressure to maintain the credit and
trade facihties provided by agreements with industriaUzed countries. As
has been noted, some European countries might themselves be anxious to
maintain agreements even after their currencies became convertible. At
the same time, however, the opening of commodity markets and the relaxa
tion of restrictions and discrimination in Western Europe have already
meant that the benefits to raw material producers which are possible from a
poficy of bilateralism have been reduced. Convertibility would tend to
mean a further reduction.

108See Subsection id) of this section.

109 "pjie matter of future relations between the outer sterling area and the United Kingdom was considered
briefly in Subsection (6).

110 See Subsection (c).

111 Cuba, the Dominican Republic, El Salvador, Guatemala, Haiti, Honduras, Liberia, Mexico, Panama,
Saudi Arabia, and Venezuela (International Monetary Fund, Seventh Annual Report on Exchange i?e-
strictions, Washington, D.C., 1956, pp. 319 and ff., 353, and 362-363),
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Of overriding importance to the commercial and financial policies of
most of the countries here considered is the pressure for economic develop
ment. The basic goal is the increase of very low standards of living, fre
quently accompanied by the desire to escape from the role of raw material
suppliers for the industrialized powers and the hope that, through develop
ment, it will be possible to escape from the effects of violent fluctuations in
the prices of and demand for primary commodities upon which their econ
omies now depend. Programmes for economic development are adopted
to force the pace, sometimes beyond the absorptive capacity of the economy
and sometimes in fields which might better await more basic developments
but which may appear to yield impressive results. This is not to be taken
as a criticism of the basic aim of economic development, nor of the aims of
development programmes which are soundly conceived and executed.
Further, programmes are not-to be condemned because of difficulties which
inevitably arise in such large-scale undertakings. It is, however, to be
stressed that, in the absence of a major catastrophe, economic development
will be pursued withreligious fervour at least over the next quarter century.
Other economic policies of many underdeveloped countries will be sub
ordinated to development.

The needs are so great in relation to the resources at the command of
the underdeveloped countries that it is quite impossible to predict how
much will have been achieved in 25 years. Notable progress should be
possible in some areas, but many of the countries which regard themselves
as underdeveloped todaywill probably feel that theyare stillunderdeveloped
in 1980. Progress may well be less rapid than they had wished and much
will remain to be done.

To the extent that external assistance is available for soundly conceived
developmental projects, and is acceptable on terms which will not cause
potential sources to dry up, the pace of development can be faster or the
inflation and restrictions which often tend to accompany it can be reduced.
The preceding section has suggested the possibility of expanded pro
grammes of economic aid and" technical assistance both from the Soviet
bloc and from the industrialized countries of the West. In the past, most
of the assistance has been bilateral in character and this may continue.
The extent to which private loans could be fitted into developmental pro
grammes depends on many factors, including local and international po
litical conditions. Multi-national or international assistance programmes
may, however, become relatively more important. The Colombo Plan, the
U.N. technical assistance programme, the International Monetary Fund and
the International Bank for Reconstruction and Development provide
technical aid (in all cases) and funds for development projects or to assist
in overcoming balance of payments difficulties which may accompany
development. In 1956 the International Finance Corporation, an affiliate
of the International Bank, was created to invest in productive undertakings
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in association with private capital, and without the government guarantees
required by the Bank. Another possibility is the estaWishment of the Special
United Nations Fund for Economic Development (SUNFED) which
has for some time been under U.N. discussion. In some form or other,
the continuation and probably the increase of external assistance to eco
nomic development is to be expected.

Some countries — notably India until fairly recently — have demon
strated their abihty to pursue economic development without inflation,
and some are able to proceed without significant restrictions other than
tariffs. Frequently, however, development programmes mean that resources .
are bid away from other lines of activity and that large imports fitting in
with the programme are needed. The former creates inflation; the latter
bringsbalance of payments problemsunlessoffset by capital imports. Where
inflation exists, the balance of payments problem is intensified — both
because of the demands created for imported goods of all types and the
worsened competitive position of doipestically produced goods for home
consumption and for export. The fiscal and monetary systems being also
frequently underdeveloped, balance of payments difficulties are generally
met by import and exchange restrictions, subsidies and other export incen
tives, and sometimes by progressive depreciation of the currency. Increased
external aid could, mean that development could proceed without inflation
and balance of payments difficulties. It is unlikely, however, that the pace
of economic development will be restricted to the limits implied by such
aid, and a continuation of policies involving sorhe restrictions and sub
sidies over the next 25 years seems likely in much of the underdeveloped
world.

Considerable importance attaches to questions concerning the extent
to which underdeveloped countries will continue to be sources of supply
for agricultural and other basic materials. In considerable measure, the
developed countries rely on these areas for vital material supplies. In some
commodities, these supphes compete in export markets with goods from
other countries, and Canada's export prospects are dependent upon the
terms upon which competing supplies are available. Further, beyond what
is available through external loans and grants, the ability of the under
developed countries to import — and the pace of their development—
depends upon their ability to export basic materials.

Development programmes encompass improvements in the production
of foods and basic materials. It is admittedly quite possible that this will,
at least initially, reduce demands for such commodities as Canadian
wheat, but its over-all effects on wdrld trade will probably not be great.
In so far as export commodities of the underdeveloped countries are in
volved, certain limits to their increased output are frequently to be found.
The production of many plantation-type commodities requires a large
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input of labour and the possibilities of mechanization seem to be far from
universal. Despite large populations, the supply of labour with the skills
required is limited and difficult to increase in the face of other needs. Facili
ties for processing crops grown on plantations, for concentrating ores, etc.,
may require heavy capital investments and thus must compete with other
demands for capital. The type of economic development with the greatest
appeal is industriahzation, and the demands for the setting up of both
light and heavy industry reduce the resources available for basic export
industries and reduce the attention paid to them. In some cases, the develop
ment programme itself creates local demands for goods which might other
wise be exported. Where inflationary conditions exist, ability to export
may be reduced.

In these circumstances, it seems unlikely that the process of economic
development will mean great increases in the foods and basic materials
available from the underdeveloped countries. Some increases will un
doubtedly occur; but there may also be decreases. On balance it seems
likely that there will be some growth but that it rhay well be less rapid
than the general expansion of world'production and trade.n^

As the demands for imports arising from development programmes and
from the general expansion of incomes in underdeveloped countries may
well grow more rapidly than their exports, the continuation of measures to
restrict imports and perhaps to encourage exports is likely. These will
probably include import and exchange quotas and multiple currency prac
tices. Undoubtedly, imports to meet basic consumer needs and those
necessary for the development programme will be treated most liberally.
Most severely restricted will be goods held to be non-essentials and those
which can be produced locally. Special attention will be given to the pro
tection of the products of developing local industries. The demand for
imports will undoubtedly continue large, with heavy purchasing of machin
ery, equipment and certain basic materials; but balance of payments diffi
culties and protectionism will tend to mean severe restrictions on "luxuries",
light manufactures and processed goods where the processing can be done

^*2 Between 1937_ and 1955, the volume of exports of underdeveloped countries with few exceptions, such
as in the oil-rich sterling area countries of the Middle East, either declined or showed smaller increases
than did the volume exported by developed countries. This is indicated by comparing the following
percentage changes (1937 to 1955) in the U.N. export quantum index.

Latin America +4%
Middle East independent sterling area +727%
Par East independent sterling area —8%
Rest of non-European sterling area +54%
Overseas ten*, of cont. West. Europe (a) +43%
Middle East non-sterling +46%
Other Far East , —38%

United States and Canada +127%
United Kingdom, Iceland, Ireland +68%
Continental Western Europe +86%

World (excluding Soviet bloc) +55%

(a) Includes Morocco and Tunisia.

Source: Quantum index based on 1953 = 100 in United Nations, Monthly Bulletin of Statistics, August
1956.
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locally. As development progresses, heavy domestic industry wiU also
receive more and more protection. The nature of import programmes,
however, could be greatly influenced by the scale and nature of the external
aid which is received.

IV. Conclusion

An examination of possible developments in the world trading environ
ment over the period, to 1980 does not suggest fundamental changes from
the present' situation.il® jf there is no major war and if tolerable levels of
employment can be maintained without the necessity of large-scale govern
mental efforts directed to that end, there should be a further relaxation of
restrictions which hamper world trade. Potential relaxations in some areas
may be delayed by the development of regional,arrangements, the ultimate
effects of which upon exchange and trade restrictions against outside coun
tries will depend on their success in achieving the goals envisaged for them.
Generally, protectionism, balance of payments difficulties and the fear of
such difficulties will limit the extent of liberahzation, but world trade will
undoubtedly grow as incomes grow in the major trading nations.

The fact that the disappearance of every restriction other than moderate
tariffs is not envisaged should not be allowed to obscure the substantial
progress made in the postwar period. Nor should it detract from the further
progress that can and may be expected to be made. International co-opera
tion has been important in the postwar period, both in securing the relaxa
tion of restrictions and in inhibiting the application of restrictions which
might have been much more burdensome to international trade than were
those which were actually in force. Such co-operation, and the international
agencies through which it is effected, can continue to play constructive
roles in the years ahead.

This chapter has not attempted a projection of the volume of world
trade, but has rather been concerned with the general factors in the world
trading environment which will affect Canada's exports. According to data
pubhshed by the United Nations, world manufacturing production outside
the Soviet bloc increased by 120% between 1938 and 1955. The volume of
exports of manufactured goods rose at almost the same.rate, namely 111%.
Exports of all commodities rose less rapidly, by 64%, but, due to the more
rapid increase in the prices of goods other than manufactures, the share of
manufactures in the total value of trade was almost the same in 1955 as it
had been in 1938.11^ Indeed, a relatively constant share of manufactures
in the value of world exports would appear to have persisted over a long
period.ii®

On the high degree of stability in the present "system" and the possible disruptive forces, see Michael L.
Hoffman. "The Present System of World Trade", Lloyds Bank Review, January 1956.

United Nations, Monthly Bulletin of Statistics, September 1956.

1" Data for 1881-1913, 1921-1938, and 1950, appearing in W. Arthur Lewis, "World Production, Prices
and Trade, 1870-1960", The Manchester School of Economic and Social Studies, May 1952, pp. 106-107.
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The vast changes which have occurred in political relationships and in
the economic positions of countries suggest that a projection based on
past trends in world production and trade could not be made with very
much confidence. Further, Canada's exports will depend not upon the level
of world trade in general but upon the demand for the goods which Canada
produces and upon Canada's abihty to supply those goods in competition
with other suppliers. Trade in general and Canada's exports in particular
are both determined within the same complex of forces, but the relation
between them is far from direct. The level of production is expected to
grow rapidly in the countries to which Canada exports. Indeed growth,
supported by high levels of investment, is almost a corollary of the assump
tion or expectation of high levels of employment, given the manner in which
many economies now function. With a substantial growth of production,
it is anticipated that there will also be a substantial growth in world trade,
although this presumably will not be at the same rate as the growth of
production or at the same rate for all countries.

Within this general framework, forces making for protection of agri
cultural commodities seem likely to persist, so that export difficulties in
this field may be expected to continue. Many manufactures and processed
goods will continue in high demand, partly stimulated by the needs of
economic development. Others, however, will more and more tend to be
produced domestically and will be protected to encourage such production
or to maintain balance of payments equilibrium. This need not, however,
imply reduced importance for manufactured exports in world trade. With
respect to basic mineral and forest materials, expanding economies will
mean increasing needs which appear likely to continue to press against
readily available supplies. As in the past, substitution and new discoveries
will make developments uneven, but, over-all,, the future looks bright in
these commodities.

The strong demand for basic materials should hold up their prices
relative to those of manufacturers. The 1930's saw the terms of trade move

sharply against raw materials. Since that period, the opposite development
has occurred. The weakness in agricultural markets suggests the possibility
of a relative decline in prices of agricultural commodities, despite the arti
ficial factors tending to keep up such prices. But the strength of the demand
for other basic materials relative to anticipated supplies places them in a
favourable position in comparison with manufactures where restrictions and
competition are to be expected to continue to be more severe.

Since the war, the United States has become the world's largest import
market, and has improved its position as the largest exporter. With full
employment, the United States will undoubtedly experience greater absolute
growth than any other country, and may well grow more rapidly than the
world average. The growing needs of that economy for materials will
mean strong demands for imports, despite the continuance of protectionist
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pressures. Thus, while demands in other areas will continue to grow,' the
direct significance of the UnitedStates to world trade seems likely to increase
over the next quarter century. Indirectly, a continued outflow of U.S.
dollars is expected to continue to have significant effects upon the pur
chasing power of other countries.
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The outlook for exports, commodity by commodity, is considered in
Part B of this study. In the present chapter it is necessary to draw together
the elements of the forecast, to consider its reasonableness, to make certain
adjustments, and to examine the implications of the result. Accordingly,
the chapter deals first with the forecast which emerges from the commodity
analysis in Part B, noting the commodity and area breakdown implied by
that analysis. Next, some of the qualifications which pertain to the forecast
are reviewed. In the third section, the way in which commodity exports
may be expected to fit into the balance of payments is considered, and a
moderate adjustment is made to the export forecast. Finally, the con
clusions proper are presented — the expected magnitude of exports and
their relation to G.N.P. in 198.0, and the anticipated commodity and area
breakdown of the export forecast.

I. The Forecast Which Emerges

(a) Total Magnitudes

Subject to qualifications which will be reviewed in Section II, the examina
tion of the outlook for exports by commodity in Part B yields the following
aggregate^esults.

Exports of Goods, 1954,1955 and Projections for 1980
(millions of Canadian dollars)

1954 1955 1980

Total domestic exports (excluding
gold) 3,881 4,282 10,375

New gold production available for
export 155 155 125

Re-exports 66 69 175
Total 4,102 4,506 10,675
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The projections for domestic merchandise exports, excluding gold, thus
add up to a 1980 value of almost $10.4 billion or 142% above the 1955
value. The projections for total exports of goods, including also new gold
production available for export and re-exports, aggregate nearly $10.7
billion or 137% above 1955.

The individual projections behind these aggregates assume a continua
tion of the 1955 over-all level of prices. In general, they are based upon
1955 prices for the commodities in question. In the cases of newsprint,
wood pulp and aluminum, however, price changes have already occurred
and it seemed more appropriate to value quantity projections at prices
ruling in 1956. In a few cases, future price changes (relative to movements
in the general price level) are anticipated and taken into account. Thus,
lumber, certain other forest products and electricity are valued at prices
above present levels, and uranium at a price below that now ruling. Never
theless, the price factor in the over-all forecast is small. The introduction
of anticipated price movements means that changes in the terms of trade
from 1955 — a modest net improvement — are taken into account in so far
as they emerge from this study.i

(b) The Commodity and Area Breakdown of Exports

The projections emerging from the consideration of exports by com
modity are summarized in Table 3. The coverage of the various categories
is indicated in Part B, which gives the basis for the projections. Part B also
provides part of the reasoning behind the area breakdown which is shown;
more is given in the notes following the table. In many cases, the area
breakdown presents even more difficulties than does the projection in total.
In a sense, the figures are little more than illustrative, and it is not argued
that they would obtain in detail even if export totals were in fact those
which are suggested. Yet the figures are felt to represent reasonable possi
bilities and, in the aggregate, to provide an appropriate basis for considering
the distribution of exports.

Comments on the pattern of exports suggested in the table are postponed
until after a review of .qualifications to the forecast and a consideration
of certain adjustments to it.

' See Section IV (a) of this chapter.
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Notes on the Area Breakdown of Projections in Table 3

Wheat'and Wheat Flour

About the same percentage distribution as in 1955 is assumed.

Other Agricultural and Animal Products
In coarse grains, sales of malting barley and feed oats to the U.S. are expected to

mean that about 60% of exports go to that country. Barley exports to the U.K. are
expected to fall from the high 1955 level and coarse^ain exports-to other countries to
remain at about the 1955 value. Most of the growth in other agricultural and vegetable
products is expected in inedible items where overseas markets have been dominant —
about the 1955 percentage distribution is projected. The U.S. market is expected to
remain dominant in exports of live animals and meats, and also in fish and fishery products
where about the same percentage distribution as in 1955 is projected. Although little
basis for projection or breakdown exists, a minor shift toward the U.S. is assumed in the
case of other animal products.

Lumber

Distribution is in accordance with the lower estimate in the Commission's study
on the forest industries. See Part B, Section 8.

Newsprint i
Exports to the U.S. are approximately as suggested in the submission to the Com

mission by the Canadian Pulp and Paper Association (at prices ruling in the first half
of 1956). For overseas countries, the Association forecast of §469 million (similarly
priced) has been written down to $350 million, which has been allocated on the basis
of 1955 exports.

Wood Pulp
Allocation is approximately as suggested in the Pulp and Paper Association sub

mission (at January-June 1956 prices). See Part B, Section 10.

Other Forest Products

About the same percentage distribution as in 1955 is assumed.

Petroleum and Products

Although there may well be some exports to other areas, it is assumed here that the
total goes to the U.S.

Other Non-metallic Minerals and Products

In asbestos and products, a moderate shift toward the U.S. market _is_ assumed.
Natural gas exports are expected to go entirely to the U.S. For the remaining items,
about the 1955 distribution is assumed.

Aluminum and Products

A relative shift of exports from overseas countries to the U.S. is assumed. See Part
B, Section 16.

Copper and Products
Exports to the U.S. are projected as growing about with anticipated U.S. imports,

by 125%, and exports to the U.K. and other countries as increasing by 25%. See Part B,
Section 17.

Nickel

The 1955 percentage going to the U.S. has been reduced somewhat. This may,
however, still overstate the U.S. share when stockpile accumulation has ceased and
Cuban production has increased.

Uranium Oxide

It is assumed that the bulk of Canadian exports will continue to go to the U.S.

Other Non-ferrous Metals and Products {Excluding Gold)
A small relative shift from the U.K.' to the U.S. is assumed".

Iron Ore

The amount going to the U.S. has been determined with reference to anticipated
U.S. demand. For the remainder, a more rapid increase is expected in sales to countries
other than the U.K.
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Primary Iron and Steel {Including Scrap)
Exports to the U.S. and to "other" countries have been assumed to increase more

rapidly than those to the U.K.

Chemicals {Excluding Uranium)
Most fertilizer exports are expected to continue to go to the U.S. and sales to the

U.K. to remain negligible. See Part B, Section 26, where a moderate increase in the
U.S. percentage is implied. For synthetic rubber and other chemicals, about the same
percentage distribution as in 1955 is assumed.

Sundry Manufactures
Some relative shift from the U.S. to overseas countries other than the U.K. is assumed.

Particularly, the dominant 1955 U.S. shares for farm machinery and aircraft have been
reduced somewhat. No change is assumed in the U.K. share for the group as a whole.

Other Domestic Exports
After allocating all projected exports of electrical energy to the U.S., about the

same percentage share as in 1955 has been assumed for the remainder.

Re-exports
Re-exports to the U.K. and to other overseas countries in 1955 have been doubled

and the balance of the increase allocated to the U.S. Thus, re-exports to the U.S. are
shown as rising by 164%.

11. Qualifications to the Forecast

The projections arrived at in Part B have all been expressed in multiples
of $25 million. In Table 3 above, multiples of $5 million have been employed
in allocating these projections by area. The technique employed has been
to suggest unique numbers rather than ranges; for one thing, the summation
of ranges would provide serious difSculties. The absence of ranges, however,
is not to be taken as implying confidence in the actual figures. In fact,
they must be regarded as representing what are felt to be reasonable pro
jections within ranges, ranges which it is impossible to quantify in any
meaningful fashion, biit which are undoubtedly wider than those implicit
in the rounding to multiples of $25 million and $5 million. Despite this
problem of the approximate nature of the projections, however, it is felt
that the figures offered are reasonable. It is further hoped that the errors
of detail which will inevitably be disclosed by the passage of time will tend
to balance out, yielding something like the general pattern which is suggested.

The. consideration of individual commodities contained a number of

illustrations of the extent of approximation involved in the figures suggested.
Great uncertainties attach to the future of such exports as miscellaneous
animal products, uranium, and miscellaneous non-ferrous metals, so that
little basis existed for any projection and any which is offered cannot be
regarded as more than a partly informed guess. Natural gas is another
case where relatively little confidence can be felt in the projection. Even
where the general lines of development are clear, the size of the increase
expected for certain major exports is so great that the margin of error
must be very large. In the case of petroleum, for example, exports in 1955
were valued at $40 million. The carefully worked out submission to the
Commission by Imperial Oil .Limited projected crude oil exports in 1980
at 610,000 barrels daily under one assumption and at 1,610,000 barrels
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daily under another. At 1955 unit values, this would mean exports at about
$545 million or $1,435 million. The analysis in the Commission's energy
study suggests a result close to the higher of these two cases and this result
has been selected in the present study. In the face of the margin suggested
by Imperial Oil, however, it is clear that little faith can be attached to the
exact figure suggested for the projection. Much the same problems arise in
quantifying the great increases expected for aluminum, iron ore, and other
principal exports.

Additional difficulties are created by the problem of price developments
which can be foreseen very incompletely in looking forward for 25 years,
even if it is assumed that there will be no change in the general level of
prices. Thus, the projections offered may not take sufficient account of
price increases which may occur in such commodities as fishery products
and certain forest products. On the other hand, the price of aluminum
may be overstated by the assumption that the increase occurring between
1955 and August 1956 will persist. The price of gold presents a special
problem. While it is necessary to assume a continuation of the present
price, an increase in that price is not an impossibility over a period as long
as 25 years. Such an increase could markedly affect the volume as well as
the value of Canadian gold production available for export.

Canada's export prospecfs as suggested in this study could be seriously
upset if external demand developed along lines substantially different from
those implicit in a general trading environment of the nature suggested
in Chapter 3. Even if the general pattern emerges as is anticipated, the way
in which it develops in various of its particular aspects could exercise a
significant influence upon important segments of Canadian trade. A change
in the United States tariff on a particular item, for example, might mean
that a major export developed more or less rapidly than is anticipated or
that a minor export became vastly more important than is presently
expected.

Canadian commercial and financial pohcies could have profound effects
upon Canada's exports. In this study it has been assumed that these policies
will remain broadly what they are today. Yet it must be recognized that a
significant net increase in Canadian tariffs, for example, might well cause
other countries to retaliate by increasing tariffs or other restrictions on their
imports from Canada. Similarly, Canada might facilitate the disposal of
some exports which may prove difficult to move by entering into special
trading arrangements with certain countries. This, however, might cause
other countries — including those more important in Canada's total export
picture — to make the terms of entry of Canadian goods less attractive.
Again, it is sometimes suggested that Canada should in some way or other
take advantage of her strong position to extract a monopofist return on the
products of her natural resources. While such action can sometimes be
effective as in the "upgrading" of Canada's pulpwood exports, it might well
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result in a reduction rather than in an increase in the return from the exports
in question. While Canada's basic exports are in a strong position, there
are in fact no monopoly situations. Attempts to exploit apparent mon
opolies would always run the risk of forcing customers to seek supplies
elsewhere. Many examples exist of cases where the shutting off of one
source of supply was followed by the development of new sources or
substitutes.

Demand for Canada's exports will also be dependent upon supplies
available from other sources. The general expectation emerging from
Chapter 3 is that, in the light of the expected concentration on industrial
development in the underdeveloped countries and the need of many of the
more highly developed countries to export manufactured goods, world
import demand will be particularly strong for non-agricultural basic ma
terials. Accordingly, it is anticipated that if will be relatively easier to sell
these materials in world markets and that their prices will at least be main
tained relatively to the prices of manufactured goods. Canada is in a par
ticularly favourable position to supply such materials, having the resources
available at competitive costs and being located so advantageously with
respect to the United States market. One of the factors helping to create
this favourable outlook is the anticipated failure of United States sources of
supply to keep pace with rapidly expanding United States demand. These,
however, are reasonable expectations; they are not certainties. If they
should prove to be wrong — if greater than anticipated supplies should be
available from underdeveloped countries or if anticipated domestic shortages
do not develop in the United States — the projections offered for Canada's
exports could be upset. On the other hand, the strength of the demand for
Canada's basic materials may have been understated.

When specific commodities are examined, other uncertainties arise with
respect to the extent to which supplies will be available from competing
sources. Thus, questions arise concerning United States lumber supplies,
pulp and paper production from southern pine and northeastern hardwood,
as well as the possible use of tropical hardwood and other sources of pulp.
United States petroleum policies, petroleum resources in the Western
Hemisphere outside of Canada, and political developments in the Middle
East all give rise to uncertainties about oil exports. At the time of the
writing of this study, developments are such as to suggest an almost un
limited demand for Canadian oil. In the case of aluminum, what is the
hkelihood of large scale capacity being developed close to the bauxite
deposits? If the United Kingdom and continental Europe are forced to
depend to a larger extent on Western Hemisphere sources of oil, will the
dollar expenditures involved force these countries to reduce their spending
on North American aluminum, perhaps aided by the development of soft
currency sources of supply, say, in West Africa? The availability of soft
currency copper on a stable basis is another source of uncertainty. Canada's
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position will also be affected by the nature, cost and timing of the processes
developed for the separation of iron, nickel, cobalt and chromium found
together in the lateritic ores which abound in Cuba and elsewhere in the
tropics. In addition, the United States domestic iron ore position and
import demand will be greatly affected by the cost of processes which are
developed for the treatment of domestic taeonites and similar ores. The
extensive interest of United States iron ore consumers in Canadian proper
ties will, however, tend to limit any unfavourable effects on Canadian
exports.

It has been suggested that a number of Canada's exports of secondary
manufacturers will be volatile, i.e., will be subject to considerable year-to-
year variation. This is expected for primary iron and steel and for a number
of iron and steel manufactures. Canada's exports of these commodities
will, however, be needed, although the level of exports in any given year
may well depend to a considerable extent on the credits available to under
developed countries. In the field of chemicals, Canada's export potential
would appear to be large, but actual exports will be limited by competing
needs in importing countries and by the efforts of other producing countries
to capture larger shares of the world market. Here as elsewhere, uncer
tainties exist as to where the limit will become effective.

Another set of qualifications arises from questions of Canada's ability
to supply exports in the volumes which have been suggested. It is sometimes
argued that Canada's exports in the long run depend almost exclusively
on Canada's ability to produce. According to this view, if the commodities
are turned out, they will be sold. If this position were accepted, it would
mean that the over-all export forecast could be obtained from a considera
tion only of anticipated production and anticipated Canadian demand. The
lengthy' analysis of external markets which has been carried out here would
be quite unnecessary. It need hardly be said that this view has not been
accepted in the present study, and that it has been felt necessary to consider
the demand for Canada's exports as well as the likely availabihty of the
goods which may be demanded.

Nevertheless, uncertainties do arise with respect to the extent to which
Canadian production will be available to meet anticipated external demand.
In the case of certain agricultural commodities, particularly coarse grains
and meats, the forecast based upon anticipated demand has been reduced
in the light of the limitations to supply which are suggested in the Com
mission's study on agriculture. For saw timber, there are questions con
cerning Canada's abihty to supply. For such commodities as petroleum,
natural gas, aluminum and iron ore, the projections involve production
vastly greater than current levels. For petroleum and natural gas, such
production could only be supported by the existence of resources yet to be
discovered. Such resource discoveries and production developments are
no
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held probable; yet they earmot beregarded as eertain and it is quite possible
that the projeetions might be badly upset.

Again, Canadian policies might develop in such a way as to affect sup
plies available for export. For reasons not relevant to this study, it might
be argued that Canada should reduce her dependence upon United States
capital and thus reduce United States control of Canadian industries. United
Statescapital,however, has meant the development of resources which might
otherwise have remained unexploited or which might be exploited only at a
considerably later date. While it may be argued that the exploitation has
been too rapid, technological progress is such that the possibility of the
displacement of presently valuable resources, or the discovery of cheaper
supplies elsewhere, cannot be ignored. In any event. United States and
other external capital has facilitated the development of Canadian resources
for export. In particular, the development of these resources by the user of
the commodity or by associated interests, as in the ease of the Iron Ore
Company of Canada, has facilitated access to export markets and meant an
increase in Canada's exports. The export projeetions in this study are
predicated on a continued resource development and facilities for the sale of
the commodities, particularly in the United States. A significant change in
Canada's attitude toward the inflow of foreign capital could affect the
projeetions. Similarly, a change in Canadian attitude toward the export of
other commodities, for example, natural gas and hydro-eleetric power, might
result in a change in export expectations in either direction. A modification
of the tax structure or of commercial policy which altered costs to any
important extent in an export industry would have obvious consequences.

These various uncertainties are not raised to suggest that the future of
Canada's major exports is bleak. Rather it is very bright. Indeed, the pat
terns of anticipated world demand and expected competing supplies appear
to be such that the picture today looks very different from what it did at
the end of the 1930's. The vulnerability of Canada's exports as seen at
that time was noted in the first chapter of this study. Today, non-agricultural
basic materials, upon which so much of Canada's export trade depends,
appear — as has been suggested —to be the very commodities for which
a high levelof demand is to be expeeted.2 Further, it has been suggested that
the concentration of exports upon the United States does not imply as much
vulnerability as it used to.® This is not to suggest that the prices of basic
commodities will in some miraculous fashion become stable, but rather
that, under assumed conditions, they will be in relatively strong demand and
that Canada is fortunate in the composition of her potential exports. For
the future, more volatility is expected in Canada's exports of the products of
secondary industry than in the basic materials — which will be needed in
such large quantitiesif full employment continues to be maintained through-

' See p. 109.

* See Section III (d) of Chap. 1.
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out the world without artificial stimulation. At the same time, however, it
would be incorrect to suggest that the picture in 1980 can be foreseen with
precision in the face of the many uncertainties which exist. The elements
of the forecast are subject to wide margins of error, and the one thing that
is certain is that events willprove the projections inaccurate in detail. In the
aggregate, however, it is hoped that the broad conclusions which emerge
from them will stand up.

Quite apart from the various quahfications which havebeenreviewed so
far in this section, it may be argued that the projections which have been pre
sented understate the likely magnitude of Canada's exports in 1980. In the
first place, it may be that not enough consideration has been given to the
possibihty of the development of completely new exports or the tremendous
growth of certain exports which are presently of only minor importance.
In part, such developments of unknown products have been taken into
account in the foregoing projections, particularly in that for "other
non-ferrous metals". While a growth in thorium exports, for example, might
be paralleled by a reduced demand for uranium oxide, sufficient allowance
maystill not havebeenmadefor new exports. Not unrelated to this are the
limits which have been placed on the expansion of certain exports as a result
of the expectation that overseas countries will not have unlimited resources
with which to buy dollar commodities. Thus, notions of balance of payments
limitations in overseas countries have held down the projections for the
export of such commodities as newsprint, chemicals and sundry manufac
tures. In addition, they have prevented the inclusion of projections for
exports of titanium metal and uranium metal (or U-235). This balance
of payments limitation, however, has been applied without the development
of a precise notion of what balance of payments problems are likely to exist
in 1980, and it is now appropriate that this matter be considered.

III. Exports and the Balance of Payments; the Adjusted Forecast

(a) Balance of Payments Adjustments to Merchandise Exports

The nature of the adjustments to make the export data more appropriate
for balance of paymentspurposeswere described briefly in Chapter 1. More
detail can be seen in the balance of payments publications of the D.B.S.
The balanceof payments adjustments for 1954 and 1955 are indicatedby the
table on the following page.

The table shows that the net effects of the balance of payments adjust
ments to Canada's merchandise exports in recent years have been relatively
small, $18 million in 1954 and $19 million in 1955. In both cases, these net
adjustments were deductions from the figures contained in Trade of Canada,
the total operation beingdominated by the removal from the trade statistics
of the non-commercial item, settlers' effects. The over-all deduction of
$19 million in 1955 was allocated as follows: $14 million from exports to
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Balance of Payments Adjustments to Merchandise Exports,
1954 and 1955

(millions of Canadian dollars)

1954 1955

Domestic exports {Trade of Canada) 3,881.3 4,281.8
Re-exports {Trade of Canada) 65.6 69.5

Total 3,946.9 4,351.3
Balance of Payments Adjustments
Tourist exports — 3.0 — 2.8

Settlers' effects —17.3 —21.9

Private donations — 2.7 — 1.5

Warehousing -1-5.0 + 4.2
Other adjustments -h 0.2 + 2.8

Adjusted total merchandise exports 3,929.1 4,332.1

Source: The Canadian Balance of Internaiional Payments, 1955, and International Investment
Position, p. 11.

the United States, $2 million from exports to the United Kingdom and
$3 milhon from exports to other countries.

For the future, it is assumed that a reasonable approximation to the
balance of payments adjustments can be obtained by removing the non
commercial items which were included in the total of domestic merchandise

exports. This assumes that tourist exports (moved to the travel account
in the balance of payments) will be balanced by the other adjustments.
Accordingly, total merchandise exports as arrived at in Part B are reduced
by $75 million, the amount of the non-commercial items included in that
total.'' This reduction is allocated among the major trading areas on the
basis of the distribution of exports of non-commercial items in 1955. The
resulting data for 1980 merchandise exports, adjusted for balance of pay
ments purposes, are as follows.

Balance of Payments Adjustments to Merchandise Exports,
Projections for 1980

(millions of Canadian dollars)

Total U.S. U.K. Others

Domestic exports 10,375 7,045 1,440 1,890
Re-exports 175 140 10 25

Total 10,550 7,185 1,450 1,915
Net balance of payments

adjustments — 75 —55 — 5 —15

Adjusted total 10,475 7,130 1,445 1,900

(6) Other Current Receipts

For the year 1955, the Canadian balance of payments shows that Canada's
current account receipts on items other than merchandise trade aggregated

' See Part B, Section 31.
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$1.5 billion." This excludes Mutual Aid to NATO countries whieh appears
on both the receipts and the payments sides of the current account. The
items remaining are: gold production available for export, $155 million;
travel expenditures, $328 million; interest and dividends, $160 million;
freight and shipping, $385 million; inheritances and immigrants' funds,
$86 million; and all other current receipts, $393 million.

A projection for the value of new goldproduction available for export is
contained in Section 32 of Part B. There it is suggested that, assuming a
eontinuation of the present price of gold and of present governmental policy
with respect to gold, the value of these receipts might decline from $155
milhon in 1955 to $125 milHon in 1980.- As in the past, the whole of these
receipts is placed in the current account with the United States.

As regards the remaining, "invisible", items on the receipts side of the
current account of the balance of payments, projections are offered without
much foundation, in part, because of the difficulties inherent in estimating
the future of these magnitudes. This applies both to the over-all projections
and to the area breakdown. They are presented merely as illustrative figures
which may, however, be used to arrive at a projection of total current
receipts for eomparison with forecasts for total current payments in order to
seewhether the projections for exports of goods and services meet the test of
balance of payments reasonableness. Subject to these remarks, the following
projections are offered.

Of the $328 milhon receipts from travel and tourismin 1955, $303 million
eame from residents of the United States, $13 million from the United
Kingdom, and $12 million from other countries. While it is possible that
United States residents willspend increasingproportions of their travel funds
outside North America, increasing incomes and leisure may be expected
to mean increasing tourism and a very large increase in the amount spent in
Canada — provided that Canadian faeilities ean be expanded. Accordingly,
1980 travel reeeipts ariC projected at $800 million, with the great bulk of the
total eontinuing to come from the United States. The small 1955 shares
from the United Kingdom and other overseas countries are increased very
slightly in the suggested distribution: $730 million from the United States
and $35 million each from the United Kingdom and from all other countries.

Receipts from interest and dividends in 1955 aggregated $160 million
divided as follows.

- Canada's 1955 Receipts on Interest and Dividend Account
(millions of Canadian dollars)

From:
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Interest Dividends Total

the United States 16 66 82

the United Kingdom 25 13 ' 38

other countries 14 26 40

all countries 55 105 160
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As repayment on Canada's postwar loans occurs, the interest component of
these receipts will decline, unless new loans are extended or Canadians
increase their holdings of foreign interest-bearing securities. On the other
hand, Canadian direct investment abroad is expected to grow. In each of
the years 1953-55, such investment exceeded $60 million, despite the sub
stantial net inflows' of capital into Canada. Continued investment abroad
should raise dividend receipts. Slightly more than a doubUng of these
receipts (dividends and interest) is suggested for 1980, with the growth from
the United States much more rapid than that from overseas. The projected
distribution is $240 million from the United States, $50 million from the
United Kingdom and $60 million from other countries, the total being
$350 million.

Canada's freight and shipping earnings in 1954 and 1955 may be sum
marized as follows.

Canada's Freight and Shipping Receipts
(millions of Canadian dollars)

Canadian operated ships
Expenditures of foreign ships in Canada
Inland freight on exports
Intransit revenues

Other receipts
Total receipts '

•Of the $385 million total in 1955, $199 million was from the United States,
$94 million from the United Kingdom, and $92 million from other countries.
Many factors will affect the size of these receipts in 1980. Other things being
equal, such receipts might rise with exports. But other things will not be
equal. In the first place, the compositionof exports is expected to alter, with
a further dechne in the relative importance of agricultural commodities and a
rise in such items as petroleum, natural gas, aluminum, uranium and iron
ore. These changes, and changes in destination, will affect both inland and
ocean revenues. Precise allowance for them would be difficult, however,
since it is not yet known what routes will be travelled by oil and gas pipelines,
where new aluminum facilities will be located, what conditions will ,govern
uranium exports, or whose carriers will move Canada's iron ore. Earnings
will be affected by conditions determining the size of Canada's merchant
fleet. The St. Lawrence Seaway will have effects which cannot yet be
measured — perhaps reducing direct earnings below what they might other
wise be, but raising expenditures of foreign ships in Canada.

if, despite these' many changes and uncertainties,' it were decided to
project freight receipts from 1955 on the basis of the increase in the value of
exports to the three major areas, the 1980 freight projections would be
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$545 million from the United States, $175 million from the United, Kingdom,
and $180 million from other countries. An apparent obvious shortcoming
of such a procedure is that pipeline earnings might well account for most of
the amount thus projected as receipts from the United States.s If, for the
sake of argument, it is assumed that freight charges on oil exports will be
50c a barrel and, on gas exports, equal to the price received at the field, the
exports of these commodities projected in Part B would imply pipeline
earnings in the United States freight and shipping account aggregating about
$465 milhon. This makes a projection of total receipts from the United States
of $545 million look too small. In view of the many uncertainties, it is not
felt appropriate to calculate a figure based on $465 million plus the increase
in the balance of freight receipts proportionate to the projected increase
in the balance of exports to the United States. It would seem appropriate,
however, to use a figure higher than $545 million and, with little confidence
in the exact figure, $200 million is added. Accordingly, receipts from freight
and shipping in 1980 are projected at $1,100 million: $745 million from
the United States; $175 million from the United Kingdom; and $180 million
from other countries.

Receipts from inheritances and immigrants' funds amounted in 1955 to
$86 million, of which $45 milhon was from the United States, $20 milhon
from the United Kingdom, and $21 milhon from other countries. For 1980,
these receipts are projected at $200 milhon: $120 milhon from the United
States and $40 milhon each from the United Kingdom and all other coun
tries, there having been a tendency in recent years for receipts from the
United States to rise as a percentage of the total.

Finally, there are the miscellaneous receipts which have grown to $393
milhon in 1955. For 1954 and 1955, these receipts may be broken down as
follows.

Canada's Miscellaneous Current Receipts
(millions of Canadian dollars)

1954 1955

Government transactions, n.o.p 118 195
Personal and institutional remittances 22 22

Miscellaneous income (a) 33 40
Business services and other transactions 125 136

Total 298 393

(a) Including transfers of branch profits by insurance companies and banks.

A major factor increasing receipts between 1954 and 1955 was a higher level
of spending by the United States Government for defence installations in

®To the extent that these earnings were in fact received by foreigners, there would be an offset in the balance
of payments in the interest and dividend payments account, as would be the case with respect to other
foreign direct investments in Canada.
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Canada, increasing the receipts from "government transactions, n.o.p.". The
distribution in 1955 was $314 million from the United States, $43 million

from the United Kingdom, and $36 million from other countries. The
inclusion in this item of United States defence spending makes predietion

particularly difficult. With httle solid basis, it is suggested that receipts from
the United States will sHghtly more than double by 1980 and those from
other countries will increase more moderately, yielding $640 million from
the United States, $60 million from the United Kingdom, $50 million from

other countries, and a total of $750 million.

In summary, the projections for current receipts other than merchandise
and gold yield results which are compared with 1955 in the following table.

Current Invisible Receipts, 1955 and Projections for 1980
(millions of Canadian dollars)

From: the United States . . .

the United Kingdom.

other countries

all countries

1955 1980

943 2,475

208 360

201 365

1,352 3,200

(c) Current Payments

Projections for imports of goods and services, by major areas in Canada's
trade, are contained in the Commission's study on imports. Data in that
study are considered net of Mutual Aid to NATO countries. Thus the
treatment of that item is consistent with its exclusion from the receipts side

in this chapter. Further, as also seems to be appropriate for present purposes,
current payments in the import study do not include official contributions.
One modification, however, is necessary to the data in the import study
which are set up on a basis appropriate to the national accounts rather
than to the balance of payments. This is the addition of inheritances and
emigrants' funds. In 1955, these payments totalled $101 million, "of which
$78 million went to the United States, $16 milhon to the United Kingdom,

and $7 million to other countries. For 1980, this item is projected at $200
million or the same amount as the projection for receipts from inheritances

and immigrants' funds. The distribution of the payments item, however —
$155 million to the United States, $30 million to the United Kingdom, and
$15 million to other countries, on the basis of the 1955 shares — differs
from that employed for the receipts.

With this addition, the data on current payments obtained from the
import study, are as follows. ,.
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Canada's Current Payments, 1955 and Projections for 1980
(millions of Canadian' dollars)

1955 1980

Merchandise imports (adjusted for balance of
payirients purposes)

United States 3,280 • 8,053

United Kingdom 405 1,015

Other countries 85.5 1,501

Total ' 4,540 10,569

Other current payments
United States ' •... . 1,457 3,628

, United Kingdom 234 581

Other countries 276 566

Total 1,967 4,775

Total current payments
United States 4,737 11,681

United Kingdom 639 1,596

Other countries 1,131' . 2,067

Total 6,507 15,344

(d) The Current Account of the Balance of Payments. ~

Having considered current receipts and current payments, it is now
possible to construct the current account of the balance of payments as
projected for 1980. Again it is stressed that many of. the figures are little
more than illustrative, indicating what are felt to be reasonable possibihties
for the totaf magnitudes and the area breakdown. With this qualification,
and more detailed ones given above and in the Commission's import study,
the following balance of payments statement (Table 4) is presented. In
setting up the statement, the import and o'ther payments projections have
been rounded to multiples of $5 million. The significance of the last two
lines on the table will be discussed in Subsection (e).

On the basis of the analysis to this point, it is suggested that merchandise
exports will grow slightly more rapidly than imports (both adjusted for
balance of payments purposes), so that the deficit with all countries on trade
account (line 3 of the table) will be reduced from $208 million in 1955 to
about $95 million in 1980. Behind this is a moderate increase in the trade

deficit with the United States, a small increase in the surplus with the United
Kingdom, and a more substantial rise in the surplus with other countries-
(in part relating to the anticipated decline in the importance of petroleum
imports). The small reduction in the over-all trade deficit, however, is more
than offset by the anticipated decline in new gold production available for
export and the increase in the invisible deficit. The invisible deficit would
rise, despite the fact that payments are expected to grow only-slightly more
rapidly than receipts, because of the application of these rates of growth
IIS
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to a present situation where payments exceed receipts. Thus, the total deficit
with all countries on current account (line 7 of the table) is projected as
increasing by about one and one-third times, from $668 milhon,in 1955 to
about $1,545 million in 1980. By areas, the current deficit with the United
States would almost double to about $1,955 million, the surplus with the
United Kingdom would fall to about $210 million, and the surplus with
other countries would rise severalfold to about $200 million.

It isnow necessary to return to the issues raised at the end ofSection II of
this chapter and to consider the further adjustment ofthe export projections.

(e) Further Adjustment to the Export Forecast

In the closing paragraph ofSection II it was suggested thatthe projections
for commodity exports may, in the aggregate, be too pessimistic. It may
well be that insufficient allowance has been made for the development of
new exports which, in the consideration in Part B, are not expected to be
significant or are not foreseen at.all. Some allowance has been"made for
such developments, especially in the projection for "other non-ferrous
metals" in Section 23 of Part B. Nevertheless, even one new commodity
which played such a role as is being assigned topetroleum, aluminum oriron
ore could render the aggregate forecast too low, unless it tended to displace
other exports. Not wholly unrelated to this, balance ofpayments considera
tions in overseas countries and United States commercial pohcy as it affects
manufactures have resultedin a restraint being placed on the projections for
both potential and existing exports. Thus no figure has been included for
uranium in metalhc form (or U-235) or for titanium metal. Yet Canada s
hydro-electric facihties might well be employed to produce these products,
particularly for the United Kingdom, if there were no concern over how
the exports would be paid for.

Similarly, projections for exports of newsprint and aluminum to overseas
countries have been held down by balance of payments considerations.
Chemicals and sundry manufactures have also been projected at less than

-they might have been under different assumptions about overseas payments
and United States commercial policy. Quite apart from the development
of other new exports, these items could easily add over $1 billion to
Canada's 1980 exports under more favourable expectations about underlying
conditions. Additionally, it seems probable that, if Canadian available
supplies could exceed expectations, exports ofcoarse grains, meats and fish
could exceed the projections. Lumber exports, also, might well be higher
than projected if larger supphes were' available in Canada.

The foregoing points to a contributor to the margins of error—at least
those in an upward direction —which are impUed in the projections. It is
possible, however, to make some over-all adjustment to take account ofthese
considerations.
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For the United Kingdom and other overseas countries as a group,
payments considerations must have an important bearing on the extent to
which they will-purchase additional Canadian goods. The abihty of these
countries as a group to make curtent payments to Canada in excess of
their ^rrent receipts from Canada will depend upon their capital account
transactions with Canada, the level of new gold production outside North
America, and the balance of their total (current plus capital) transactions
with the United States. In recent years, capital transactions with Canada
have added to theover-all deficit ofoverseas countries, but new gold produc
tion and net outpayments by the United States have more than covered this-
deficit. For the United Kingdom, therelevant factors arecapital transactions
with Canada, and the U.K. balance of payments with all countries other
than Canada —the extent to which it yields the means for settling a deficit
with Canada. Again, in recent years, the United Kingdom has beenable to
finance both current and capital account deficits with Canada.

A forecast of these determinants of the payments position vis-a-vis
Canada for the United Kingdom and for other overseas countries —
preferably individually —is not possible within the scope of this study.
Instead, the procedure is to make directly a rough estimate of the deficits
which they might support in their 1980 current account transactions with
Canada. In considering this matter, it is assumed, as suggested in Chapter 3,
that total transactions between the United States and the rest of the world
will continue to result in a net outflow of United States dollars. This,
together with new gold production, is expected to enable overseas countries
as a group to cover deficits with Canada and also to increase their exchange
reserves.

In line 7 ofTable 4,it was suggested that, before theadjustment now being
considered, Canada's 1980 currentaccount surplus withthe UnitedKingdom
might amount to about $210 milHon.^ This is less than the surplus of $341
million in 1955, but slightly exceeds the average for the previous five years,
when the figure varied between $24 milhon in 1950 and $388 million in 1952
and averaged just under $200 milhon. For the future, it is anticipated
that Canada will continue to run a current account surplus with the United
Kingdom and that this may exceed the 1955 level. The rate of increase,
however, is not expected to be great — nothing hke" that in the total value of
transactions between Canada and the United Kingdom. This view is based '
up'on the expectation that U.K. pohcy will continue to aim at a reduction
of the deficit with Canada.>As $400 million appears to be a reasonable
level at which to forecast Canada's 1980 current account surplus with
the United Kingdom, it is suggested that current receipts might be increased
by $190 milhon above the level so far projected. This would not be sufficient
to cover all potential exports. It is felt, however, that the substantial
growth in Canada's import and other current payments to the United
Kingdom, which is involved in the projections incorporated in Table 4,
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represents about all that is possible on the payments side. If this is so, and
if a Canadian surplus of $400 million is, in fact, reasonable, it would appear
to follow that the United fengdom will have to limit payments for goods
and services from Canada in some fashion or other to the adjusted level
which is now suggested, i.e., to about $2 bilhon.

•The surplus which Canada runswith the group ofcountries other than the
United States and the United Kingdom is the net result of surpluses with some

"countries partly offset by deficits with othdrs. The diverse relations with
different countries and the strains which may develop tend to be obscured
by the use of over-all figures. For what the data are worth, however, it
may benoted that Canada's netcurrent account surplus with these, countries
(excluding official contributions) rose from $47 million in 1950 to $641
million in 1952 and then declined to $32 milfion in 1955, averaging $242
milhon over the period. The 1952 surplus of $129 million with other sterling
area countries fell to $82 million in 1955, the surplus of $333 million with
Continental O.E.E.C. countries dropped to $31 million,whilethe $179 milhon
surplus with allother countries was replaced bya 1955 deficit of $81 milhon.
The wide fluctuations in the past and the heterogeneity of the constituents
make Canada's net 1980 current account surplus with these countries most
difficult to forecast. A factor affecting its size will be the level of Canadian
assistance to other countries, e.g., through the Colombo Plan. Despite
the uncertainties, however, and the low level of the surplus in 1955, it is
suggested that it might rise to somewhat- above its 1950-55 average — say,
to $300 milhon. This Would mean that total current receipts, on the basis
of which the current surplus of $200 milhon in hne 7 of Table 4 was calcu
lated, might be raised by $100 milhon.

There remains the question of what further adjustment, if any, should
be made to current account receipts from the United States. As long as
the United States dollar retains its position as a medium for international
settlement and as a reserve currency, there is no question of a balance
of payments limitation to the size of Canada's exports to the United States.
There is, however, the possibility that the projections may have been based
upon an overly pessimistic appraisal of the future of United States commer
cial policy and, perhaps more important, that they do not take sufficiently
into account the development of new exports. Some upward adjustment
may well be appropriate. _

To arrive at this final adjustment, it is suggested that $1 bilhon represents
about the maximum current account deficit which Canada is likely to run
in 1980. This is the difference between imports and exports of goods'and
services wliich has been incorporated in the Commission's projections of
G.N.E., and it would seem to be a reasonable maximum for the deficit on
the basis of the examination of the illustrative magnitudes for the current
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account of the balance of payments.® It is felt to be a maximum because it
allows for only a modest further adjustment of exports to the United States
to take account of newproducts and additional exports of processedmaterials
and manufactures. A deficit of this magnitude would be consistent with a
reduced dependence by Canada on new inflows of foreign capital. On the
other hand, some net capital inflow, i.e., some excess of imports of goods
and services over exports of goods and services, is consistent with, and
possibly implicit in, the rapid rate of Canadian expansion which the Com
mission's national accounts projections anticipate will be continuing in 1980.

An over-all current account deficit at a maximum of $l billion, a surplus
with the United Kingdom of $400 million, and a surplus with other overseas
countries of $300 milhon mean that the deficit with the United States as
to be projected at a maximum of $1,700 million. Thus, the adjustment to
the deficit shown in line 7 of Table 4 is a minimum increase of $255 million
in current receipts from the United States.

These further adjustments to Canada's projected current account receipts
and the resulting current account balances are set down in lines 8 and 9 of
Table 4. These adjustments affect total current receipts and may imply
increased invisibleearnings as wellas increased merchandiseexports. Indeed,
increased merchandise exports would presumably mean larger receipts in
the freight and shipping account. The basis of the increase, however, is
largely in the merchandise account and little is lost if it is assumed that it
falls entirely on commodity exports. No attempt is made to allocate it
among commodities. While some hkely candidates have been mentioned
above, it has ^so been noted that others may not yet be known. In general,
however, most of the adjustment may well fall within the metals and min
erals group.

If the whole of the further adjustment is applied to domestic merchandise
exports, the following results are obtained.

Canada's Exports of Goods, Projections for 1980
after the Further Adjustment

(millions of Canadian dollars)

Merchandise exports (adjusted for
balance of payments purposes)

Domestic merchandise exports •
New gold production available

for export
Total domestic exports

Re-exports
Total exports of goods

(unadjusted for balance of
payments purposes) 11,220 7,565 1,640 2,015

®TWs ignores the fact that imports of goods and services in the -National Accounts include official con-
tnbutions. The degree of approximation in the projections is such, however, that this is not felt to be
significant. As the National Accounts exclude Mutual Aid to NATO countries from both exports and
imports and as inheritances and migrants' funds (excluded by the National Accounts) are projected at
the same figure for both receipts and payments, no other inconsistencies arise.
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11,020 7,385 1,635 2,000

10,920 7,300 1,630 1,990

125 125 — —

11,045 7,425 1,630 1,990
175 140 10 25
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IV. Implications of the Adjusted Forecast

(a) Over-all Magnitudes

Including the whole of the adjustment proposed in the preceding sub
section, Canada's domestic merchandise exports are projected as growing
from about $4.3 billion in 1955 to about $10.9 billion in 1980, an increase
of 155%. As notedin Section 1(a) of thischapter, anticipated pricechanges
have been taken into account in arriving at the projections. These, however,
have had a relatively minor effect, perhaps accounting for an- increase of
about $400 million (net) in the aggregate. If this amount were removed,
the projections would still imply a volume increase of about 145% over the
25-year period. This increase compares with a 78% growth in volume over
the 27 years from 1928 to 1955. The much more rapid rate projected for
the future is perhaps a reason for caution, or another, quahfication to be
added to those in Section 11.

It should be noted, however, that the growth in the over-all volume of
Canada's exports over the period 1928 to 1955 was held down by the abso
lute decline in the volume of agricultural and animal products, yhich were
so important in 1928. If exports other than these items are considered, the
volume increase was 180% over the 27-year period.'̂ For the future, a
somewhat more rapid rate of increase is being projected in the volume of
these non-agricultural, non-animal exports. While uncertainties arise in
the calculation, it works out to a rate of growth of 183% over 25 years or
about 208% over 27 years.

There would appear to be some justification for anticipating a rnorc
rapid rate of growth of non-agricultural exports than has been experienced
in the past. The next 25 years are expected to see Canada reap the fruits
of the resource developments of the postwar period and those of the con
tinued activity in this field which appears to be virtually certain. The future
may not see as rapid relative growth in such exports as aluminum, iron ore
and chemicals as was experienced in the past. Nevertheless, future rates
of increase are expected to be great and to be accompanied by very great
increases in other non-agricultural resource-based exports. This expectation
appears especially to be reasonable in the light of the assumption of con-

The relevant calculation is as follows.
IV^o ivno

Total exports ^ ^ .
Current values ($ million) 1,339.0
Price index (1948 =100) a <
Value in 1948 dollars (millions) 2,047.4 3,644.1

percentage increase

Agricultural and animal products {a)
Adjusted current values ($ million)
Price index (1948=100) 70.1 .
Value in 1948 dollars (millions) 1,117.5 1,042.6

percentage decrease 7
Exports other than agricultural and animal products ^ ^

Value in 1948 dollars (millions) 929.9 2,601.5
percentage increase

(fl) D.B.S. "main groups" agricultural and^vegetable products and animals and animal products, less
rubber and its products.

Source: Dominion Bureau of Statistics, Review of Foreign Trade, First Half Year, 1954, pp. 26—27, and
Calendar Year, 1955, pp. 51 and 56.
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tinued worldwide full employment and a liigh level of world trade. While
Canada's export may well grow faster than the level of world trade, it is
to be noted that these exports include a high proportion of commodities
which are expected to be in very strong world demand, with so much concen
tration both in developed and underdeveloped countries on the production
of manufactures. Further, Canada is in a favourable position, geographically
and strategically with respect to the United States, the world's largest import
market and that in which the greatest absolute growth is to be expected.
The Canadian export position is further aided by the relative exhaustion
of United States domestic supplies of many of the goods which can be
exported from Canada, and by the activity of United States users of these
commodities in securing sources of supply in Canada.

The future rapid rate of growth of non-agricultural exports cannot be
offset by a decline in exports of agricultural and animal products to the
extent that it was over the period of 1928 to 1955. The decline which has
already taken place in the relative importance of agricultural and animal
products among Canada's total exports makes such an offset a statistical
impossibility. Further, in contrast to the small decline in the volume of
agricultural and animal exports between 1928 and 1955, a moderate increase
is expected between 1955 and 1980. Thus, an increase in Canada's total
domestic merchandise exports of something Uke 150%, i.e., an increase to
two and one-half times their 1955 level, would seem to be a not unreasonable
expectation.

In value terms, the export projections after the adjustment in Subsection
III (e) imply, as has been noted, an inerease between 1955 and 1980 of
155% for domestic merchandise exports. If new gold production available
for export is added, the rate of increase is about 149%. If re-exports -are
added to obtain total exports of goods including gold, the rate of inerease
is again 149%. Merchandise exports (domestic exports plus re-exports)
when adjusted for balance of payments purposes yield a rate of increase of
154%. If gold is added to obtain total exports of goods adjusted for balance
of payments or national accounts purposes, the rate of increase suggested
is 148%.

{b) Exports and Gross National Product

In Subsection I (c) of Chapter 1, it was noted that in the 30 years prior
to 1955 there was a drift downward in the contribution of exports to G.N.E.
or in the percentage of G.N.E. constituted by exports. For the next 25
years, a continuation of this downward drift is anticipated, although the
rate of decUne is expected to be slower. From 1926-28 to 1955, exports of
goods, including gold, declined from 23.1% of G.N.E. to 16.8%. Exports
of goods, including all of the adjustment worked out in Subsection III (e),
and including new gold production available for export and adjusted for
balance of payments or national accounts purposes, are projected at $11,145
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million for 1980; for the same year, the Commission's forecast of G.N.E.
is $76.1 billion (in 1955 dollars). Although some price changes have been
allowed for in individual commodities, the ex,port forecast is also in 1955
dollars in the sense that it assumes an unchanged general level of prices.
Thus, the export projections involve the ratio of exports of goods to G.N.E.
declining from 16.8% in 1955 to 14.6% in 1980. This is a decline in the
relative importance of exports of 13%, as compared to the 27% decline
between 1926-28 and 1955. It has been suggested, however, that the amount
of the adjustment to exports in Subsection III (e) is a minimum figure, so
that the dechne relative to G.N.E. may not be as great as has been indicated.
Yet, some relative decline does appear to be likely, and, even if exports of
goods are increased by a further $1 billion to a level of $12,145 million,
sufficient to wipe out the projected current account deficit, they would still
decline by about 5% in relation to G.N.E., or to 16.0% of G.N.E.

Excluding inheritances and immigrants' funds, exports of goods and
services projected for 1980 show declines in their importance relative to
G.N.E. similar to those for exports of goods. Again, these declines are at a
slower rate than those over the 30 years prior to 1955. The adjusted figure
for exports of goods and services in 1980 is $14,145 million. This would

• be 18.6% of G.N.E. projected at $76.1 bilhon, as compared with a 1955
relationship of 21.5%. If exports were increased to eliminate the-whole
of the current account deficit, the percentage would be 19.9.

After the adjustment proposed in Subsection III (e), the projections in
this study suggest a continued moderate dechne in the importance of exports
of goods and services as a determinant of G.N.P. At the sametime,however,
the projections in the Commission's import study suggest a shghtly more
rapid relative decline in imports of goods and services. If, in fact, the
relative drop in exports is more than offset by that in imports, it follows
that there would also be a decline in the total contributions to G.N.E. by
consumption, government spending, and gross domestic investment. This
latter decline, however, would be very slight, 1.2% of G.N.E. as compared
with the decline in exports of goods and services amounting to 2.9% of
G.N.E.

(c) Commodity Composition of Exports

Data in Table 3 suggest that, prior to the adjustment of Subsection
III (e), much the largest items among Canada's 1980 exports will be petro
leum and products, newsprint, and aluminum and products. These items
are also expected to account for the greatest absolute increases in export
values. In 1955 these three items accounted for 21% of Canada's domestic
exports including new gold production available for export. The projections
in Table 3 imply that in 1980 they will account for 33% of the total, adjusted
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as in Subsection III (e) above.® If three other major exports — lumber,
wood pulp and iron ore — are added to the hst, these six commodities are
projected as rising from 38% of Canada's domestic exports in 1955 (and
18% in 1928) to a 1980 level of 49%, or probably over half if any of the
adjustment to the export projections applies to aluminum. It is perhaps
of interest that Canada's six major exports in 1955 also accounted for 49%
of the total. The 1955 eommodities were wheat and wheat flour, lumber,
wood pulp, newsprint, aluminum and nickel.9 Thus, as far as thc'six largest
items are concerned, the next 25 years are not expected to bring a reduction
in the commodity concentration of Canada's exports. The list changes,
with wheat and wheat flour and nickel being replaced by petroleum and
iron ore. Nevertheless, the first six commodities appear likely to account
for about half of Canada's export in 1980 just as they did in 1955.

It was stressed in Section II of this chapter that great uncertainties
attach to the future of all exports, so that the detailed commodity projections
now being considered are undoubtedly subject to signiflcant margins of
error. The uncertainties apply particularly to such exports as natural gas,
titanium and uranium, as well as to those which are considered in the fore
going paragraph and for which such large absolute increases are being
projected. In none of the projections, however, is it possible to feel anything
like complete confidence. With the reminder of these quahfications, the •
imphcations of the commodity projections summarized in Table 3 and
subsequently adjusted may now be considered further.

Considering broad commodity groups, much the greatest absolute
and relative increases anticipated among Canada's exports are in the field
of metals and minerals. For present purposes, this group includes petroleum
and products; asbestos, natural gas and other non-metallic minerals and
products; aluminum and products; copper and products; nickel; uranium
oxide; lead, platinum, silver, zinc, and other non-ferrous metals and their
products, excluding gold and electrical apparatus; and iron ore. This group
of exports as a whole is projected as increasing at a minimum of 320%
between 1955 and 1980 and rising from 26% of total domestic exports to
at least 43%. Further, as much of the adjustment to exports suggested in
Subsection III (e) is expected to fall within this group, the increase might
be as high as 370% and these exports might constitute as much as 48% of
the total. These projections thus envisage Canada's exports of metals and
minerals increasing to between four and five times the 1955 level, almost
doubling in relative importance and constituting almost half of Canada's
total domestic exports in 1980.

®In all comparisons in tliis subsection, total domestic exports are taken as including domestic merchandise
exports and new gold production available for export. The 1980 total also includes the adjustment sug
gested in Subsection III (e). Thus total domestic exports for this purpose are $4,437 million in 1955
and $11,045 million for 1980.

' See Table 1. In determining the six major exports in both years, such basket items as chemicals and
sundry manufactures ^re excluded.
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The only other export groups projected as increasing their relative
importance in the face of the tremendous growth of metals and minerals
are chemicals (fertilizers, synthetic rubber and other chemicals and allied
products, but excluding uranium) and the relatively small "other domestic
exports". Under the projections, chemical exports would increase by
224%, as compared with the increase of 149% for total exports, and would
rise from 4.2% of the 1955 total to 5.4% of the total in 1980. The small
relative increase in other domestic .exports is to be explained by the antici
pated rise in' the export price of electricity and the nature of the rounding
operation performed in the projection for non-cornmercial items.

Among the export groups expected to lose ground relatively between
1955 and 1980 is'that covering forest products, the most important group
among Canada's present exports. This group is expected to rise in value
only by about 80% and to decline from 34% of total exports to 25%. Thus,
forest products would become less important than non-ferrous metals plus
iron ore. Further, part of the increase projected results from an anticipated
increase in prices. It is possible, however, that the value of exports in 1980
might exceed that projected, if lumber prices should rise more rapidly
than anticipated, if lumber should be available in Canada in larger quanti
ties, or if overseas countries were able to purchase larger quantities of
newsprint. . ^

Other relative declines-between 1955 and 1980 are anticipated in primary
iron and steel and sundry manufactures, both of which are expected about
to double in value between these years. Exports of agricultural arid animal
products are expected to increase by only 24% so that they would decline
from 21% of the total in 1955 to less than 11% in 1980. Wheat and wheat
flour are expected to drop to little more than 4% of total domestic exports,
in contrast to 9% in 1955 and 36% in 1928. Finally, the projections involve
an absolute decline of almost 20% in the value of Canada's new gold pro
duction available for export, sothat thisitemwould fallfrom3.5% ofthe total
in 1955'to about 1% in 1980.

The anticipated rise in the relative importance of metals and minerals
is greater than the relative decline in forest products, so that these two
groups together would increase their importance from about 60% of the
total of Canada's exports in 1955 to perhaps 70% or more in 1980. This
net changeis expected to be offset by the relativedeclines in agricultural and
animal products and in gold. In the field of manufactures, the increasing
share projected for chemical exports almost offsets the declines in the im
portance of primary iron and steel and sundry manufactures. While it
may be that the projection for chemicals is too optimistic, it is also possible
that an insufficient increase has been projected for sundry manufactures.

The possibility of the increased processing of the products of,Canada's
non-agricultural basic industries before export is considered in other Com
mission studies and the questions which arise need not be treated here.
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In general, however, it is expected that protectionism in other countries
and the market orientation of the processing facilities will mean that, while
there may be some increase in this activity in Canada, it will be relatively
modest in comparison with the growth anticipated for total exports. A
further reduction in foreign tariffs and other restrictions could, however,
result in considerably more processing taking place in Canada, particularly
in the conversion of ores into refined metals and in the production of higher
grades of paper. Even with anticipated commercial and financial policy
abroad, there may be a relative increase in this activity.

In any event, basic materials in raw or processed form are expected to
continue to dominate Canada's exports. Yet, for the reasons suggested
in Section II of this chapter, this fact is not felt to mean anything like the
instability in the Canadian exportpicture that was seen in the prewar period.
Indeed, Canada would seem to be very fortunate to be in a position to
export needed basic materials.

{d) The Area Distribution of Exports '̂̂
The projections for the distribution in 1980 of Canada's domestic mer

chandise exports as among the United States, the United Kingdom, and
other countries are summarized, along with the distribution in 1955, in
the following table.

Area Distribution of Canada's DomesticExports,
Excluding Gold, 1955, and Projections for 1980

(unadjusted for balance of payments purposes)

1955 1980

Without the With adjustment
"further as in

adjustment" Sec. Ill (e)
U.S. — $ million 2,559 7,045 7,300

% increase 175 185 ,
% of total 60 68 67

U.Kt — $ milhon 769 1,440 1,630
% increase 87~ 112
% of total 18 14 15-

Others— $ milhon 953 1,890 1,990
% increase 98 109
% of total 22 18 18

Total — $ milhon 4,282 10,375 10,920
% increase 142 155

It has not been possible in this study to attempt an allocation of projected exports among individual
countries other than the United States and the United Kingdom. Some qualitative judgments about
market developments in the main trading areas were made in Chapter 3 and little purpose would be served

-at this stage by attempting to go beyond those judgments.
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These projections imply that sales to theUnited States will rise more rapidly
than those to the United Kingdom or to other countries, so that there will
be a further increase in the concentration of Canada's exports on the United
States. According to the data in the table, Canada's^ domestic merchandise
exports to the United States will rise by as much as 185% and will increase
from 60% of the total in 1955 to about 67% in 1980. This increase in the
United States share is expected to be offset by declines in the shares going
both to the United Kingdom and to other overseas countries. Despite their
declining shares, however, Canada's exports to the United Kingdom and
to other overseas countries are each expected to double over the period
1955 to 1980.

The increase in the share of Canada's exports going to the United States
results in large measure from the large share of Canada's exports of metals
and minerals which are expected to be taken by that country. Considering
the figures before the adjustment in Subsection III (e), moderate increases
are expected in the proportion of exports going overseas in the cases of
nickel, uranium and iron ore. On the other hand, the United States share
is expected to rise for asbestos, aluminum, copper and other non-ferrous
metals as a group, while all of the very large exports of crude petroleum
and natural gas are projected as going to the United States. Thus, the
United States share of this group of exports is expected to increasefrom 61%
of the total in 1955 to 77% in 1980 (data before the adjustment suggested
in Subsection III (e)). As these exports are expected to rise to more than
40% of the total to all countries, the rise in the proportion going to the
United States has a significant effectupon the over-all distribution of exports.

In the case of forest products, the 1955 proportion of 80% to the United
States is expected to decline to 74% in 1980, on the basis of unadjusted data.
Although these exports are not expected to increase anything like as rapidly
as are metals and minerals, the United States market would still remain
dominant. In the case of the rapidly, growing chemical exports, a small
increase in the United States share — to half of the 1980 total — is antici
pated. For primary iron and steel and sundry manufactures, sales to the
United States are expected to continue to account for slightly more than
half of total exports. Considering the broad groups in Table 3, the United
States market is expected to account fordess than half of Canada's exports
only in the case of agricultural and animal products, where total growth
is'expected to be very modest. Even here, however, a small increase in
the United States share, from 30% of the total in 1955 to 36% in 1980, is
projected.

The increase in the share of Canada's exports going to the United States
market which is apticipated is, of course, based ultimately upon the expecta
tion of a more rapid growth in that market as suggested in Chapter 3. In
particular, the inability of United States domestic sources of supply to
keep pace with growing requirements will be of great importance in the
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determiualion of the pattern of Canada's exports. The basic expectation
is that United States demands for the goods which Canada sells will increase
more rapidly than those in the overseas world as a whole, where it is antici
pated that rates of growth will be less rapid and where, from time to time,
the necessity of limiting imports to available foreign exchange will tend to
hold down effective demand in certain areas.

Considering projected exports before the adjustment of Subsection
III (e), the very rapid growth anticipated for metals and minerals would
raise the percentage of Canada's exports to the United States, accounted
for by these commodities, from 27 in 1955 to 52 in 1980. Petroleum alone
is expected to account for 21% of Canada's 1980 exports to the United
States. The major counterpart of this increase'is an anticipated decline
in the importance of forest products exports, from 48% of the total to the
United States in 1955 to 29% in 1980. Another significant decline, from
11% in 1955 to 6% in 1980, is expected to occur in agricultural and animal
products. Under the projection, a dechne from 8% to 5% in sundry manu
factures would be partiallyoffset by an increase from 3% to 4% in chemicals.

In the caseof the UnitedKingdom, also,a substantial increase is expected
in the share of Canada's exports accounted for by metals and minerals,
making this the most important group of commodities in 1980. From 36%
of the total in 1955, the unadjusted projection suggests that this group will
rise to 47% of the 1980 total. Unlike the case of the United States, a small
increase, from 21% of the total to 24%, is expected for forestproducts.' These
increases are expected to be offset by a decline in the importance of agri
cultural and animal products from 38% in 1955 to 22% in 1980. As these
basic materials would account for 93% of the total of unadjusted exports
in 1980, as compared with 94% in 1955, it is clear that little expectation is
entertained for an increase in the exports to the United Kingdom by Canada's
manufacturing industries, apart from those engaged in the relatively simple
processing of basic materials. There may, however, be some moderate
growth in the importance of chemicals and allied products.

For other overseas countries, it is also expected that there will be an
increase in the share of Canada's exports accountedfor metals and minerals,
from 18% of the total in 1955 to 23% in 1980, and an increase in forest
product exports, from 15% in 1955 to 19% in 1980. Here, however, it is
also projected that exports of chemicals and allied products will rise from
8% in 1955 to 13% in 1980, and that sundry manufactures will grow slightly
in importance, to 17% of the total in 1980. Again these changes are expected
to be offset by the decline in a relative importance of agricultural and animal
products, from 39% of the total in 1955 to 23% in 1980. It is of some interest
that, although agricultural and animal products are expected to constitute
the largest export category in 1980, exports to these other overseas countries
are expected to show a much greater than average degree of diversification
among major commodity groups in 1980 just as they did in 1955.
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/

It should be stressed that the projections for the area distribution of
Canada's exports in 19,80 are subject to wide margins of error and the exact
figures set forth must be taken as being httle more than illustrative. They
do, however, show the broad nature of the expectations which are enter
tained. The percentages in the three preceding paragraphs have all been
calculated onthe basisofthe projections prior to the application of the adjust
ment to the export forecast described in Subsection III (e) above. In general,
the effect of this adjustment might well be to increase the already large
shares of Canada's 1980 exports which are expected to fall in the metals
and minerals group.
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Part B

THE OUTLOOK FOR EXPORTS BY COMMODITY

The framework within which it may be expected that Canada will be
exporting in the year 1980 was examined in Chapter 3 of Part A. Assuming
that something like the suggested world trading environment will in fact
obtain, what is likely to be the value, composition and direction of Canada's
exports some 25 years hence? At the heart of the attempt to answer these
questions lies an examination of the nature of and prospects for the trade,
commodity by commodity. In this consideration of particular exports, past,
•present and likely future developments have been examined with special
attention to the more dynamic elements, i.e., to those items which are ex
pected to contribute most significantly to Canada's export earnings in the
future. The examination has been based on statistical and other information

collected for this study, on the briefs submitted to the Commission, on
drafts of the various industry studies being prepared for the Commission, and
on consultations with the authors of these studies. In varying degrees,
reference to other Commission studies is necessary to complete the analysis.

The usual qualifications about the approximate nature of the projections,
•all of which are given in multiples of $25 million, apply throughout the
following sections.!

I, Wheat and Wheat Flour

(a) .General Export Position

Data on the volume, value, and area distribution of Canada's domestic

exports of wheat and wheat flour (adjusted as described in Appendix D)
are shown for the periods 1926-30, 1936-39 and 1946 to July 1956 in

Table 5. These data show"exports reaching a peak of 414 milUon bushels of
wheat and wheat flour equivalent in 1928, with a value of almost $500

1 See Section II of Chap. 4, Part A.
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the outlook for exports by commodity

million or 36% of the total value of Canada's domestic export, including
gold. In the next two years the volume fell to the neighbourhood of 250
million bushels and the value to >$223 million in 1930. In 1936 the volume

was again about 250 million bushels and the value $238 million. During the
next three years, however, both volumes and total values were substantially
lower, so that in 1937 wheat and wheat flour accounted for 15.5% of total

' exports. In the first two postwar years, exports again totalled in the neigh
borhood of 250 million bushels but total values were in excess of $400

million. The volume of exports rose irregularly to a postwar peak of 396
million bushels in 1952, when the value reached a record level of $737 million
or 16.5% of total exports.- After 1952 the volume of exports declined sharply
and average values fell-moderately until, in 1955, 229 million bushels had a
value of $413 million. More recently, poor crops in Europe and substantial
sales to the U.S.S.R. and Eastern Europe have meant that exports increased,
so that, in the crop year ended July 31, 1956, 305 million bushels were
exported with a total value of $527 million. In 1955, however, wheat and
wheat, flour exports had declined to less than 9.5% of the total value of
Canada's domestic exports including gold.

In the postwar period, as in the immediate prewar period, the United
Kingdom has been much the most important export market for Canada's
wheat and wheat flour. A similar or even greater dominance is suggested in
the late 1920's by the trade data based on customs returns. According to
Trade of Canada, 61% of Canada's exports of wheat and flour in the years
1926 to 1930 went to the United Kingdom. Almost exactly half of this
amount, however, is believed to be represented by wheat which was diverted
to the Continent, so that continental Western Europe, as a whole, was a
significantly more important market than was the United Kingdom. For
1937 to 1939, however, the Board of Grain Commissioners' data suggest
that 50% to 54% of Canada's exports went to the United Kingdom. In the
postwar period, the share going to the United Kingdom rose to 70% in 1948,
and, although the United Kingdom remained a more important market than
continental Western Europe, the share then fell to a low of 31% in 1952.
Subsequently it recovered to 40% in 1955, and in the crop year ended July

'1956 it amounted to 36%.

Footnotes to Table 5

(a) Sources are data from the the Bank of Canada and the Board of Grain Commissioners, as
indicated in Appendix D. Total values and percentage distributions for 1936-39 and 1946 are based
on the average of the results yielded by the two methods described in the Appendix. •

(&) Crop year, Augst 1955 to July 1956.

(c) Data on wheat flour converted on the basis of four and one-half bushels of wheat == 1 barrel of 196
pounds of wheat flour.

(d) Excludes Newfoundland, sterling area territories, overseas territories of Western European countries
and U.S. dependencies.

(e) Territories at present in the sterling area.

(/) Continental members of the O.E.E.C. and their overseas territories. Includes wheat originally destined
to the United Kingdom but diverted in the period 1926—30 and January^July, 1936.

(g) Albania, Bulgaria, mainland China, Czechoslovakia, Estonia, Eastern Germany, Hungary, Latvia,
Lithuania. Poland, Rumania, U.S.S.R., and Taiwan prior to 1953.
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The significance of continental Western Europe and its overseas ter
ritories has declined very greatly since the large diversions of wheat to that
market in the late 1920's. From over half of the total, the share going to the
Continent (plusrelativelysmallshipments to the overseas territories) declined
to less,than one-third in the immediate prewar period and dropped to 10%
in 1948. Since 1951, however, approximately one-quarter of Canada's ex
ports of wheat and wheat flour .have gone to the Continent, with Germany
and Belgium-Luxembourg the most important customers.

The rise in the importance of the United Kingdom has been accompanied
by an increase in the share of exports going to the remainder of the sterling
area. These exports reached their peak in 1953 when they amounted to
$100 million or 15% of the total. Of this amount, $27 million went to India,
$24 million to Pakistan, $14 million to the Union of South Africa, $11
million to the British West Indies, and $10 million to Ireland. In 1954 and
1955, however, the share of these territories was down to 9%, with exports
to India and Pakistan declining most sharply.

Exports to the United States and other Western Hemisphere countries
were 3% to 4% of the total in the late i920's, dropped from 16% to 3%
between 1936 and 1938, and rose from 3% in 1947 to 18% in 1951. Part of
the relatively high level of these sales in the early 1950's is to be explained by

. sales of lleed wheat in the United States. Nevertheless, in no postwar year
did exports to the United States amount to as much as 13% of the total, the
figure established in 1936. Venezuela has provided a growing market in the.
postwar period and exports to Brazil have been even larger in some years,
although subject to more variation.

In the years 1953 to 1955, Japan has been the second most important
country in purchases of Canadian wheat and wheat flour, although less
important than continental Western Europe as a whole. In each of these
years, exports to Japan exceeded $50 million and in 1955 amounted to 13%
of the total. In the crop year ended July 1956, however, exports to Japan
were down to 9%.

In the crop year 1955-56, exports to the U.S.S.R., Poland and, to a less
extent, to Czechoslovakia and Eastern Germany increased the share going
to the U.S.S.R. and Eastern Europe from a negligible proportion since4948
to 11%.

(Z>) Market Outlook

The forces which have determined Canada's exports of wheat and wheat
flour and which will determine them in the future are considered in the Com

mission's study on agriculture to which reference should be made.^ The
present section is based in considerable measure on material prepared for

2 W. M. Drummond and W. Mackenzie, Progress and Prospects of Canadian AgricuUtire, particularly Chap.
2, second section.
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that study and on discussions with its authors. In addition, however, some
general observations on the outlook for markets for agricultural exports
were offered in Chapter 3 of Part A.

, In the Commission's study on agriculture, it is suggested that the volume
of world trade in wheat (and wheat flour) will move gradually upward from
around 800 million bushels to about 950 million bushels a year. This would
mean a lower volume of trade than in recent years but a level somewhat
above the 1945-53 average by the end of the 25-year period under con
sideration. It is suggested that the share of the market obtained by Canada
will be at about the 30% average estabhshed over the last 35 years. The level
of wheat exports in 1980 might thus be around 255 to 285 milHon bushels,
although in the next few years it might be lower as a result of the increased
activity of Argentina and the active competition of the United States in
reducing its surplus. If, however, the United States continues to reduce the
amount available for export, Canada eould obtain a rising share of the
market so that her exports might reach or exceed 300 million bushels.

Canada can probably maintain a fairly strong export position in certain
markets. Canada's main markets in the European area have been Belgium,
Germany, the Netherlands and the United Kingdom. These markets are not
likely to be won away by competition because of the strong quality ad
vantage of Canadian wheat.3 In the rest of the European market, the future
for Canadian wheat is less certain, although Switzerland has been buying a
significant part of its total imports from Canada. In other areas, the hard
ness of Canadian wheat is not such a strong selling advantage because
milling quality is less important. Asia and Africa together, however, may
well provide a substantial and dependable market for something like 50
million bushels. In South and Central America, competition with the
United States and Argentina is likely to be strongest, but some continued
sales may be-assumed. Canada has exported about 250 million bushels of
wheat annually on the average. This level of exports can probably be about
maintained and may rise over the next 25 years to as much as 300 million
bushels as the level of world trade increases and the United States beeomes

less important in world trade.

Accepting the volur^ forecast of 255 to 300 milhon bushels in 1980
which is offered in the Commission's study on agriculture, the projection
here offered is that Canada's exports of wheat and wheat flour in 1980 will
have a value of about $450 million, as compared with $413 million in 1955
and $527 million in the crop year ended July 1956. The-average value of
Canada's wheat and flour exports in 1955 was $1.80 and in the crop year
ended July 1956 it was $1.73. The projection of $450 million is equivalent
to 250 million bushels at an average value of $1.80 or to 300 million bushels

' Research is continually taking place to develop new strains of wheat with the superior qualities of Cana
dian hard wheat but without the Canadian wheat's limitations as to where it may be grown. In December
1955, it was suggested that a superior bread wheat had been grown in the United Kingdom and that
large quantities would be sown in 1956 {TheGazette, Montreal, December5, 1955). If such strains could
be developed, Canada's export prospects might be seriously damaged.
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at $1.50. As a fall in the price of wheat would appear to be more likely than
an increase, the projection of $450 million for exports in 1980 would seem
to be a reasonable value.

Broadly, it would appear that the distribution of exports in 1980 will
be not dissimilar to that in 1954 and 1955, with the possibility of some
reduction in the share going to Japan. The extent to which wheat can
be purchased by Japan depends upon the country's ability to sell other goods
in world markets and it may be that Japan cannot continue to buy wheat
and barley in world markets in the amounts which have been purchased in
recent years. Nevertheless, with respect to Japan, India, South America
and Africa, increasing demands for wheat can be expected. Crop yields will
fluctuate and the net result may well be some increased dependence on
imports by one or the other of the group.'' In Europe, the gradual popu
lation increase is expected to be largely offset by declining per capita con
sumption and higher yields per acre.

Exports to the U.S.S.R. and Eastern Europe accounted for 47% of the
increase in Canada's exports of wheat and wheat flour between the calendar
year 1955 and the crop year ended July 31, 1956. It need not be argued that
the size of Canada's exports to these areas at the end of a 25-year period is
quite uncertain.

2. Barley, Oats and Rye

Canada's domestic exports of barley, oats and rye have fluctuated widely
in the postwar period, rising to a peak of $231 million in 1952 and then
falling to $99 milUon in 1955 — this, in comparison with exports valued at
$12 million to $14 million in the years 1937 to 1939. In both the prewar and
postwar periods, barley has generally been much the most important of these
three grains, and rye the least important. In most of the postwar years, the
United States has been the most important purchaser of Canada's exports
of barley, oats and rye, a situation similar to 1939 but unlike 1937 and 1938
when over half ofCanada's exports went to the baited Kingdom. In 1953
sales to the United States amounted to $115 million. Purchases, particularly
of barley, by the United Kingdom have risen in recent years, however, and
in 1955 totalled $47 million as compared with purchases by the United

^ Recent press reports have suggested that India was planning to export large quantities of food grains
in the next five years. At the same tirne, however, have come reports that negotiations were being com
pleted for the transfer of about $400 million worth of United States surplus farm products, mainly wheat,
to India. While it was reported that the United States asked India, to promise that she would continue
to make her normal purchases of wheat and rice in the world market, it was felt that the deal was likely
to kill whatever chance Canada had of selling wheat to India. (The Gazelle, Montreal, August 27 and
28, 1956; and The Financial Post, Toronto, September 1, 1956.)

Canada's Minister of Transport is reported to have said that some grain trade experts believed that in
the next 20 years Japan would become as large a market for Canadian grain products as the United
IGngdom had been in the past. In the meantime, however, it has been suggested that the large Japanese
rice crop might mean a substantial reduction in Canada's exports of wheat to Japan. (The Gazelle, Mont
real, September 20, 1956; and The Financial Post, Toronto, August 25,'1956.)
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States totalling $32 million. In 1952, Japan and certain continental Euro
pean countries also made heavy purchases, particularly of barley. In these
cases, however, exports had been drastically reduced by 1954 and 1955.

In the crop years 1952-53 and 1953-54, Canada was the world's largest
exporter of coarse grains (rye, barley, oats and corn), a position which has
not been subsequently maintained. The relative importance of Canada in
the postwar export picture has been associated with the disappearance of
Argentina as the large exporter of coarse grains, particularly corn. Should
Argentina recover its position, the coarse grain market could change radically.

It is noted in the Commission's study on agriculture that Canada's
production of barley in recent years has been about three times the prewar
average and, of this larger crop, about one-third has been exported as com
pared with about 14% before the war. Barley exports fall into three groups
— for malting, for feed and for food. The market in the United States has
been largely for malting barley and demand in this market is expected to
increase. U.S. producers will undoubtedly attempt to meet the expanding
demand but western Canadian barleys compete favourably. This market is
not influenced by large yields of feed grain and, when the United States
put restrictions on the amounts of coarse grains imported in 1954, the quota
for barley was large enough to allow in the amount needed for malting.^
The market for feed barley in the United Kingdom and continental Europe,
on the other hand, has typically been unstable. Barley has to compete with
other feed grains including those produced under domestic agricultural pro
grammes. If non-dollar corn should become available from Argentina,
exports of Canadian barley might be considerably reduced. For the long-
run future, it would seem that there will be a variable outlet for Canadian
feed barley but that it will be relatively small. In the postwar period Japan
has imported barley for food, as a substitute for rice.' The future of this
market also is quite uncertain but it might provide a variable but valuable
outlet for Canadian barley.®

Since 1950 Canada's exports of oats have been about 12% of production
as compared with about 4% before the war. Recent exports of oats have
been largely to the United States, where the demand has come from dairy
producers in New England who prefer Canadian grain for feeding. United
States surpluses and the related agricultural programme, however, tend to-
reduce this market. While it seems likely that the United States will import
feed grains from Canada at intermittent intervals in the future, it would also
seem that no reliable market can be counted upon. In the United Kingdom
and continental Europe, domestic agricultural programmes and the desire
to purchase from soft currency areas would seem to mean that there is little
prospect of a large market developing for Canadian oats.'^

®The quotas on oats and barley were in force from October 1, 1954 to November 30, 1955. That on rye
has continued in force since April 1, 1954.

®W. M. Drummond and W. Mackenzie, loc. cil. ^

7 Ibid.
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In assessing the long-run prospeets for Canada's major exports of coarse
grains, only the market for malting barley in the United States would seem
to be reasonably well assured, and even that is subject to some uncertainties.
Sales to this market were down sharply in 1955 as were exports generally,
with the exception of barley sales to the United Kingdom. Barley exports
to the United Kingdom, however, are unlikely to be maintained at the high
level of 1955. Yet coarse grain exports could probably increase were it not
for the great rise in domestic feed requirements which is foreseen in the
Commission's agriculture study.^ Local demands associated with the great
increase in livestock production are expected to be such that 1980 exports
are here projected at $100 million, or almost exactly the value in 1955, and
less than half the values in 1952 or 1953. The distribution of these exports
is difficult to suggest. It would appear, however, that perhaps half or more
of them might go to the United States, with important but variable markets
for the remainder appearing in the United Kingdom, continental Europe
and Japan.

3. Other Agricultural and Vegetable Products

In addition to wheat, wheat flour, barley, oats and rye, Canada exports
substantial values of other agricultural and vegetable products. In the
normal trade classification, this group excludes animal products, chemicals,
fibres and wood. For'present purposes, exports of alcoholic beverages and
rubber products are also excluded and treated with certain other manu
factures in Section 29. After these exclusions, Canada's exports of other
agricultural and vegetable products were valued at $136 million in 1954 and
$167 million in 1955, divided as shown in table on next page.

This group of commodities contains a number of items where exports
have suffered considerably as a result of Canada's inability to maintain ship
ments to the United Kingdom. Thus the 1954 and 1955 dollar values of
Canada's exports to the United Kingdom were far below those of 1937 for
fresh apples; other fruits; pickles, sauces and ketchups; canned tomatoes
and tomato juice; soups; and prepared cereal foods. For the last four of
these items, the decline in exports to the United Kingdom was paralleled by
a similar sharp decline in the value of total exports; increased exports to the
United States, however, compensated in part for the decline in U.K. ship
ments of apples, and much more than compensated for the decline in other
fruits. In these six food items, total exports to the United Kingdom fell by
,$14'million, from $17 million in 1937 to $3 million in 1955. In five non-food
items, however •— oil cake and meal, vegetable oils, red clover seed, flax
seed for purposes other than sowing, and unmanufactured tobacco —• ex
ports to the United Kingdom increased by $43 million, from $3 million in

8 Ibid, Chap. 2, first section, and Chap. S, first section. With respect to these requirements, see also Cana
dian Federation of Agriculture, Brief presented to the Royal Cotntnissioii on Canada's Economic Prospects,
Ottawa, March 5, 1956, p. 44; C. W. Mclnnis, Presentation to the Royal Commission on Economic Pros
pects on behalf of the Ontario Hog Producers' Association, January 27, 1956, p. 2; and W. F. McLean,
Canada Packers Limited, Submission to the Commission, January 27, 1956, p. 4.
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1937 to $46 million-in 1955. Much the most important items in the latter
group are unmanufactured tobacco and oil cake and meal, where sales to
the United Kingdom account for the great bulk of Canada's exports.

Canada's Domestic Exports of Other Agricultural
and Vegetable Products

(thousands of Canadian dollars)

1954 1955

Fruits 14,449 12,935
Vegetables 6,103 6,257
Other grains 5,974 6,646
Other farinaceous products 18,573 17,569
Sugar and products 6,378 6,196
Oil cake and oil cake meal 7,746 15,431
Vegetable fats and oils 2,544 5,530
Waste rubber 273 384

Seeds 31,694 48,745
• Tobacco and manufactures 18,603 27,000

Hay 4,247 3,041 -
Other fodders 9,662 7,748
Other vegetable products .' 9,741 9,579

Total 135,987 167,061

Exports in 1955 went approximately one-third to the United Kingdom, one-
third to the United States, and one-third to all other countries.

The United States provided well over half of Canada's export market in
1955 for such commodities as apples; other fruits; vegetables; alfalfa seed;
sweet clover seed; seed potatoes; peat moss and other mosses; screenings,
chaff or scourings of grain; and hay. In that year, sales of these com
modities to the United States totalled $28 milhon or half of exports to that
country in this "other vegetable" group.

The brief presented to the Commission by the Canadian Federation of
Agriculture offered some relatively pessimistic comments on the export
prospects of some of the commodities covered in this section. In summary
it was stated that, generally speaking, the only farm product for which
Canada had a very definite international comparative advantage was hard
spring wheat. Only the protection of distance enabled Canada to produce
and market other products in the volume which she did. With respect to
the United States, for some products such as seasonal vegetables and forage
seeds Canada could compete on about even terms. Only tariffs and quota
restrictions from time to time prevented a free flow of these goods across the
border. More pessimism was expressed with respect to potatoes, fresh
apples and other fruits. It may be noted, however, that the brief concen
trated on foods and coarse grains, so that it devoted little or no attention to
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Canada's two most important exports here being considered, namely, seeds
and tobacco. Nor did it consider the rapidly growing oil cake and
meal item.®

In conclusion, it would appear that only a relatively modest increase is
to be expected in Canada's exports of food items covered in this section,
with increased border trade perhaps accounting for much of what increase
does occur. On the other hand, remarkable increases have occurred in the
export of non-food items and it may be anticipated that, for at least some
of these commodities, exports may continue to increase. The United States
will continue to remain important in commodities wliich can move only
short distances and in certain special items. Overseas countries, however,

-may be expected to continue to provide the markets for the largest amount
of these exports by value. Canadian agriculture is probably much more
flexible than that in most overseas countries and thus is able to take ad
vantage of special situations, such as the recent heavy demand and high
price for flax seed. Accordingly, Canada's exports of this group of com
modities in 1980is projected at $250 million, as compared with $136 million
in 1954 and $167 milhon in 1955.

4. Live Animals and Meats

Canada's domestic exports of live animals and meats aggregated $72
million in 1954 and $57 million in 1955. The composition of these exports
is indicated by the following table.

Canada's .Domestic Exports of Live Animals and Meats
(thousands of Canadian dollars)

1954 1955

Cattle 16,602 13,388
Other live animals 2,653 1,937
Beef and veal, fresh, chilled and frozen.... 4,538 2,721
Pork, fresh, chilled and frozen 17,545 15,327
Bacon and hams, shoulders and sides, cured

or smoked ; 6,349 6,463
Hams, canned 9,932 8,787
Canned meats, n.o.p 7,653 1,167
Pork, pickled in barrels 1,099 1,252
Hams, cooked, not canned 2,377 2,926
Edible offal of beef, veal, pork, mutton and

lamb 1,418 940

Other meats 1,835 1,824
Total 72,001 56,732

5 Canadian Federation of Agriculture, op. ciL, pp. 37-38, 39 and 50,
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The United States has dominated the export market for these commodities
in recent years. In 1955 that country took 87% of total exports, including
the bulk of the cattle; other live animals, beef and veal, fresh pork, bacon
and hams, canned hams and cooked hams.

The past 20 years have seen verygreat changesin these exports. Through
out the period, exports of cattle have gone predominantly to the United
States. In 1937 and 1939 such exports were valued at about $15 million.
Somewhat the same values were re-established immediately after the war,
but, with the lifting of Canadian export controls, total cattle exports rose
to between $60 and $80 milhon in each of the years 1948 to 1951. The foot
and mouth disease embargo meant a sharp decline in exports in 1952and the
subsequent recovery has carried such shipments only to about the pre
war value.

Exports of meats, on the other hand, went predominantly to the United
Kingdom in the years immediately before the war and, in 1937-39, varied
between $34 and $41 million. During the war, these exports rose sharply
in value and the high values continued into the early postwar period. In
1948, meat exports aggregated $133 milhon, of which $77 milhon went to
the United Kingdom. The disappearance of the United Kingdom market
and the associated removal of the Canadian embargo on exports to the
United States meant that exports to the latter country rose from negligible
levels to $34 milhon in .1948 and to $66 milhon in 1951. While the value
of sales to the United States has subsequently declined, shipments to that
country now account for the bulk of Canada's export sales.

A further change over the period has taken place in the commodity com
position of the meat trade. In 1937 bacon and hams accounted for 82% of
the value of Canada's meat'exports and fresh pork for 7%. Beef and veal
rose in importance in the late war and early postwar periods, so that in 1951
and 1952 this item accounted for the bulk of the total. Since 1951, however',
these exports have dechned both absolutely and relatively. By 1955 various
pork products made up 84% of Canada's' total meat exports. In contrast to
the prewar years, .however, the most important of these commodities were
fresh, chilled and frozen pork and canned hams, with bacon and hams in
third place.i®

-The study on agriculture prepared for the Commission notes that in
1935-39 the export of pork products from Canada represented 40% of
domestic consumption whereas in 1955 it was only 10%. In addition, there
has been the shift from the export of Wiltshire sides to the United Kingdom
to the export of special cuts to the United States. While the United Kingdom
Government contracts with Denmark were to expire in October 1956, pros
pects were not regarded as favourable to Canadian exports over the long
run.ii Canada's exports to the United States have developed because the lean

" For a brief history of export movements, see Meat Packers* Council of Canada, A Submission to the Royal
Commission on Canada's Economic Prospects, pp. 18—19.

See also The Gazette, Montreal, February 29, 1956.
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hog produced in Canada provides specialty cuts which have not been avail
able from the corn-fed hog produced in the United States. Second, the
price spread between cuts makes it possible for Canadian hams and backs
to sell at lower prices in the United States than do the domestic products.
The hog industry in the United States is very efficient, however, and leaner
type hogs are being developed. It is Thus felt that over the long run the
chance of a permanent export to the United States in any sizable quantity
does not seem to be something which can be confidently expected. Never
theless, a small export of specialty cuts will probably continue.12

Among the briefs submitted to the Commission, the Canadian Federation
. of Agriculture expected that by 1980 the normal exportable surplus of pork
products would amount to 21% of production as compared with 10.5% in
1955. On the other hand, it recognized that a beef shortage might result in
increased pork consumption and cut the export surplus to about 3% of
normal production. In any event, Canada would have to take active steps
to improve hog quality if the United States market was to be maintained.
Prospects for exports to the United Kingdom were not regarded as favour-
able.13 The Ontario Hog Producers' Association indicated that, if the pork
products going into the United States were required to meet a certain
standard or were sold on a graded basis, it might give the-Canadian producer
a profitable market in that country for several hundred million pounds of
product, as compared with about 60 million pounds in recent years.i^
The brief presented by Burns and Co., Limited, saw little prospect of exports
elsewhere than to the United States.i^ The Meat Packers' Council of

Canada noted that in the United States in recent years a distinct shift in
consumer preference from pork to beef liad been in evidence. The prospect
of progressively keener competition and the necessity of attention to quahty
was referred to with respect to both the United States and the United
Kingdom markets.^®

The Commission's study on agriculture notes that Canadian beefffias not
competed easily in the world market. Before the war, exports represented
about 15% of domestic consumption, whereas in 1955 they were about one-
fifth of the prewar level and represented only 2% of domestic consumption.
Future exports are not expected to be large. Some exports to the United
States will occur at intervals as suppfies available in the two countries
fluctuate and consumers react to price changes. The volume is not likely,
however, to be significant and, in occasional years, Canada could be a net
importer of beef.i''

" W. M. Drummond and W. Mackenzie, op. cit., Chap. 2, second section. See also Chap. 5, first section.

Canadian Federation of Agriculture, op. cil., pp. 28, 29-30 and 40. See also W. F. McLean, op. cii., pp. 6-7.

C. "W. Mclnnis, oP. cit., pp. 4-S.

Burns and Co., Limited, Brief, November 24, 1955, pp. 3-4.

Meat Packers' Council of Canada, op. cil., pp. 15 and 19.

" W. M. Drummond and W. Mackenzie, oP. cil.. Chap. 2, second section.
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The Canadian Federation of Agriculture appeared to expect that in the
future Canada would have either net exports or imports of cattle and beef
in its trade with the United States.is - On the other hand, the Meat Packers'
Council of Canada suggested that the livestock potential in Canada was still
far from being realized and more optimism was suggested with respect to the
prospects of exporting cattle and beef to the United Statesd^

Market limitations and, perhaps even more important, domestic require
ments in 1980 suggest that little or no increase is to be expected in the present
level of Canada's exports of live animals and meats. The figure of $75 million
is suggested. This compares with $72 milhon in 1954 and $57 million in
1955, but is substantially below the values from 1946 to 1951.2" Almost all
of the projected exports are expected to go to the United States. This may
appear more optimistic than is the Corhmission's agriculture study where
only pork is expected to be exported in any quantity and this to dechne as a
percentage of production. Concern in that study, however, is with the net
movement, whereas the present projection relates to gross exports. Some
border trade may occur and, in addition, the flow of cattle to the United
States for finishing is likely to continue. In addition, apart from the area of/
food, Canada should continue to export purebred foundation stock. There
would seem, however, to be fairly general agreement that overseas markets
for live animals and meats are unlikely to be of much importance.

5. Fish and Fishery Products

Canada's exports of fish and fishery products (excluding fish oils) were
valued at $130 million in 1954 and at $125 million in 1955, as compared with
$28 million in 1937.21 jjje export statistics on fish and fishery products are
complex and have been subjected to many changes as the nature of the com
modities traded has altered. Subject to the dilficulty of interpreting the
statistics, it would appear that, out of total exports of $125 million in 1955,
$27.7 million consisted of cod in various forms, including $17.2 milhon of
salt cod; $23.0 million was salmon, including $16.2 million of canned
salmon; $18.6 milhon was lobster; $6.5 milhon haddock; $6.3 milhon pick
erel; $5.8 milhon whitefish; $4.9 milhon sea herring for food; and $4.7
milhon flatfish other than halibut.

The United States has been Canada's most important customer for fish
exports, both in the postwar period and in the years preceding the war. In
1954, when exports reached their highest total value, sales to the United
States amounted to $88 milhon or 68% of the total. At $11.5 milhon or 9%

Canadian Federation of Agriculture, op. cil., p. 26.

Meat Packers' Council of Canada, op. cil., pp. 10-11 and 20.

See Appendix C.

Prewar data, of course, exclude exports by Newfoundland which are included after March 31, 1949. In
1948 Newfoundland's exports of fishery products were valued at $31 million, while those from Canada,
as then constituted, amounted to $85 million (D.B.S., Review of Forgeign Trade, First Half Year, 1949;
and Trade of Canada).
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of the total, exports to the United Kingdom were in seeond place, and con
sisted almost entirely of canned salmon. Aggregating more than exports to
the United Kingdpm were sales to the islands of the Caribbean. In 1954 the
dollar markets of Cuba, the Dominican Republic, Haiti and Puerto Rico
purchased Canadian fish valued at $8.3 million, with salt cod, salt pollock
and pickled alewives dominating the total. Exports to the British West
Indies totalled $6.1 million, with salt cod dominating the trade. In addition,
exports of $2 million to $3 million went to Belgium-Luxembourg and Italy
and exports of more than $1 million to New Zealand, Brazil, the Nether
lands, and to Spain and Portugal considered together. Canned salmon
dominated the exports to New Zealand, Belgium-Luxembourg and the
Netherlands; salt cod accounted for most of the exports to Brazil, Portugal
and Spain; and both commodities were important in trade with Italy.
Between 1954 and 1955, exports to the United Kingdom fell from $11.5
million to $5.2 million or to less than the dollar value of the trade in each of

the years 1937 to 1939. At the same time (from 1954 to 1955)'exports to the
United States rose from $88 million to $90 million, so that total exports to
all other countries remained almost unchanged in dollar value.

In the study on Canada's fishing industry prepared for the Commission,
it is noted that the fishery resources available to industry in Canada are
remarkably extensive and abundant. Because of the large quantity of
certain stocks in close proximity to the coast, catching costs are low enough
to permit the Canadian fishing industry to compete effectively in the low-
cost mass food market with such products as fillets of groundfish. On the
other hand, such species as lobster and salmon have sufficient excellence of
quality to permit effective competition in the quasi-luxury food markets
when prices are often relatively high.22

Exports absorb about 70% of the Canadian fishery industry's total
production. The domestic market is the main outlet for such canned staple
products as canned salmon, tuna, etc., and for industrial products such as
meal and oil. The United States market provides the main outlets for chilled
and frozen products, both staple products and such luxury products as live
lobsters. The United States is also the main outlet for such so-called delica

tessen items as fancy herring packs, and takes substantial quantities of cured
products such as dried codfish and pickled herring. Altogether the United

.States market absorbs 50% of the total product of the Canadian fishing
industry, which is thus vulnerable to changes in the United States tariff. In
addition, that tariff encourages the importation of raw materials and hinders
that of manufactured articles as indicated by the rates recently imposed on
fish sticks. Exports to countries other than the United States account for
20% of Canadian production and consist mainly of cured products and
canned staple products such as canned salmon. In most of the countries

22 The Department of Fisheries of Canada and the Fisheries Research Board, The Commercial Fisheries
of Canada, Chap. 2.
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where salt fish is sold, incomes and nutritional standards are low and violent
changes in demand are apt to be characteristic. This instability has been
aggravated by exchange restrictions and import controls, and by the reduc
tion of the Canadian trade to reliance for supply largely on the outmoded
small-boat (trap) fishery of Newfoundland, with resultant inabihty to pro
vide adequate market service and compete on a quality basis. On the other
hand, there is evidence of a slowly expanding demand for a fancy pack of
salted codfish in North America.^^

In the submission to the Commission of the Fisheries Council of Canada,
the view was put forward that Canada's basic advantages — an abundance
of salmon making possible' commercial canning, proximity to the United
States market and the early development of a market for dried and salted
cod — would continue to exert an important influence on the Canadian
fishing industry. Aided by increasing populations, the long-term export
market outlook for Canada's fishery products was favourable, if the industry
were alert to the continuing changes in market requirements and were
sufficiently flexible. Within the next 25 years, however, it was expected that
the ratio of exports to total production would fall from 65% to about 50%.^^

Among the limiting factors to exports seen by the Fisheries Council were
Canadian production costs and the.ability of other nations to produce. It
was not felt that expanded United States production would take up the
growing market requirements, unless the United States Government initiated
tariff policies which would create an artificial economic climate for such
development. Strong pressure from New England was constantly being
exerted to achieve this objective and, as recently as January 12, 1956, a
group of New England fillet producers made formal application to the
United States Tariff Commission for relief under the "escape clause". In the
Caribbean, some development was taking place but climate, availability of
fish and trained personnel restricted it to modest hmits. On the other hand,
some countries, such as Portugal and Spain which used to be major buyers
of Canadian salt cod, had greatly increased their own fishing efforts. Japan,
Iceland and Norway were mentioned as serious competitors in export
markets. The industry felt, however, that given the proper environment
through governmental policy it could meet any such future competition.^^

The projection of the dollar value of exports of fish and fishery products
in 1980 is difficult. One uncertainty concerns the possibility of increased
restrictions to entry into the United States market. On the other hand, the
recent recommendation of the United States Tariff Commission for a 50%
increase in the tariff on groundfish fillets was rejected by President Eisen
hower. With rapid increases in population in the United States and in other

Data provided by the Department of Fisheries of Canada.

Fisheries Council of Canada, Submissioti to the Royal Commission on Canada *sEconomic Prospects, Ottawa,
February 1956, pp. 30 and 32—35,

Ibid., pp. 35-42,
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countries, the total market for fish may be expected to increase and Canadian
exports could increase at the same -time as supphes coming from other
producers also increased. Another factor difficult to appraise is the pos
sibility that, with total resources limited, the price of fish may continue to
rise relative to the price level in general. ^

In arriving at an approximation to demand in 1980, tlie authors of the
study on the fishing industry prepared for the Comiriission made projections
on the basis of 1949-55 exports plus 43%, the median increase among the
current projections of United States population. Total demand (domestic
plus export) is, however, expected to increase by 60% in volume and the
pressure of this demand on resources is suggested to imply higher prices.^®
It would seem reasonable for present purposes to suggest an increase in.

• Canada's domestic exports of fish and fishery products from $125 million
in 1955 to about $175 million in 1980, growing at about the same rate as is
expected for United States population. While price increases may be ex
pected to account for part of this growth, it is also possible that less valuable
species will constitute a somewhat larger proportion of total exports in the
future. Unless there is a sharp increase in United States protection as applied
tO'fish, most of Canada's exports will presumably continue to go to that
country.

6. Other Animal Products

Canada exports a number of other animal products in addition to live
animals, meats, fish and fishery products. The value of these exports
totalled $68 million in 1954 and $82 million in 1955, broken down as in
dicated in the following table.

Canadas Domestic Exports of Other Animal Products

(thousands of Canadian dollars)

1954 1955

Furs and products 24,313 30,225
Hides and skins, raw. 8,928 9,751
Leather and products 9,637 10,152
Cheese .- 1,544 :4,054
Other milk products 9,080 11,961
Animal oils, fats, greases, wax . 3,853 5,552
Eggs, shell and processed 3,365 1,851
Other animal products 7,248 8,065

Total 67,968 81,611 ,

Much thelargest group in the ta^jble is thatcovering furs andfurproducts,
valued at $24 million in 1954 and $30million in 1955. This compares with

The Department of.Fisheries of Canada and the Fisheries Research Board, op. cit., Chap. S.
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a_peak: value of $32 million in 1946. Most important among the furs are
undressed mink skins, valued at $16 million in 1954 and $17 million in 1955.

Of these exports, over 90% went to the United States. Similarly the United
States took most of Canada's exports of other furs and manufactures.
Mink skins have become much more important since 1937, and, with this
shift, the United States market has become much more important. Exports
to the United Kingdom were 61% of the total in 1937, with over half con
sisting of fox skins. In 1954 the U.K. share was 17% and in 1955 it was 16%.

Hides, skins, leather and leather products aggregated $19 million in 1954
and $20 milhon in 1955, a lower value of exports than was achieved in 1928
or in the years 1947 to 1951. In the hides and skins group, especially in the
important cattle hides and skins, the United States is a relatively less im
portant market than it was in 1928 or 1937. The United Kingdom, on the
other hand, has increased in importance. Exports of important leathers to
the Ujiited Kingdom, however, have declined since 1937.

Cheese and other milk products have recently had a smaller value than
they did in the late 1920's. Cheese exports, the more important of the two
items in the prewar period, were valued at $25 million in 1926 and in 1928.
In 1937 they had a value of $13 million and during the war they rose to a
peak of $28 million in 1945. Since the war they have fallen to the low levels
of $1.5 million in 1954 and $4 million in 1955. Exports of other milk prod
ucts were valued at $16 million in 1926, at $5 milhon in 1937, at $18 million
in 1948, at $9 million in 1954 and at $12 milhon in 1955. The great bulk of
Canada's cheese exports go to the United Kingdom and total exports have
fluctuated with the amount taken by that country. Most important in
explaining the relative increase in exports of other milk products in com
parison with the immediate prewar period are exports of milk powder which
were valued at $7.1 milhon in 1955, with $4.9 milhon of the total going
to Venezuela.

Exports of eggs have fluctuated widely. In the prewar period they were
negligible but, with heavy shipments to the United Kingdom during the war,
rose to a peak value of $44 milhon in 1945. Shipments continued heavy in
the immediate postwar period and in 1948 amounted to $39 milhon of which
$37 milhon went to the United Kingdom. In 1954 and 1955, however,
exports were valued at $3 milhon and $2 milhon respectively, with no ship
ments whatsoever to the United Kingdom. The United States and Vene
zuela have taken most of Canada's exports of eggs in reeent years.

The value of Canada's fur production varies widely from year to year.
In the 1945-46 season, the total value was $44 milhon. By 1953-54 it had
fallen to $19 milhon, but in 1954-55 it had risen again to $31 milhon. Of the
amount produced in 1954-55, 43% came from fur farms and 57% was of
wildhfe origin. Mink accounted for most of the fur farm production, while
muskrat and beaver were more important than mink in the furs of wildhfe
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origin. Concerning itself with furs of wildlife origin, the brief to the Com
mission by-the Canadian Conservation Associatioi^ stated that, inasmucli^
as furs were largely a luxury item depending for their use upon uneontrollable
vagaries and fashion, it was doubtful that stabihty would be obtained until
the ratio between demand and supply had changed quite radically. This
could take place with increasing population. Farm raised furs and synthetic
fur substitutes could be provided on a more flexible basis than wild-caught
furs and it seemed unlikely that the gross value of the wild-caught raw furs
entering the fur trade from Canada would increase beyond the $20 million
level of 1951. This compared with $37 milhon in 1946 and with $13 milhon
in 1954-55. On the other hand, the production of Canadian fur farms could
probably be expanded considerably. The future role of Russian competition,
however, and of substitution by synthetics make projection difficult.^''

The brief to the Commission by the Canadian Federation of Agriculture
offered some comments on export prospects in eggs and dairy products. It
stated that, with the exception of the war years, Canadian egg production
had been closely geared to domestic requirements. For the years 1950 fo
1954, exports amounted to 2.9% of production. An exportable surplus of
2% of normal production was assumed for 1980 and an increase of 63% in
total production was projected from 1954 to 1980. Thus it would appear
that exports were not expected to increase much above the 1950-54 level
when they varied between $3 million and $6 million. As regards dairy
products, it was stated that Canada cannot successfully compete on world
markets and it was assumed that there would be no exports or imports of
dairy products in 1980.^8

There would seem to be little basis for confidence in making a projection
, of Canada's exports of the miscellaneous animal products covered in this
section. While it is easy to be pessimistic about these products, Canada will
continue to be an important producer of farm and other animal products
and the strength of exports of milk powder would suggest some degree of

•optimism for the future. Declines may be suffered in some commodities
exported but there may well be increases in others. Thus it is suggested that
exports in 1980 may aggregate $125 million. This would be 84% above the
value achieved in 1954 and 53% above the value in 1955.

7. Fibres, Excluding Synthetic Fibres

Canada's domestic exports of fibres, textiles and products amounted to
$21 million in 1954 and to $23 million in 1955. Most of these exports, how
ever, can be regarded as manufactures .and are covered in Section 29; exports
of natural fibres in the group were only $1.7 million in 1954 and $1.5 million
in 1955, largely raw wool. It is not eonsidered that these exports will be

2'' D.B.S., Fur Produclion, Season 1954~JP55\ The Canadian Conservation Association, The Wildlife Resource
in Canada, a Brief presented to the Royal Commission on Canada's Economic Prospects, pp. 18-20;
and The Financial Post, Toronto, July 7, 1956.

28 Canadian Federation of Agriculture, op. oil., pp. 30, 32, 36, 40 and 41.
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important enough in the future to have a significant effect upon total exports.
Aceordingly no projection is deemed necessary for these items.

8. Lumber

(aj General Export Position

Sinee 1952 Canada's third most important export has been lumber, or
planks and boards as referred to in the trade statistics. In the years 1952 to
1954,, domestic exports of lumber averaged 3.6 billion board feet with a total
value averaging $301 million. In 1955 there was a sharp increase in volume
to 4.6 billionboard feet and in value to $385 million or 9% of total domestic
exports including gold.29

Since 1948 the United States has taken over half of Canada's lumber

exports. In 1955 exports to the United States amounted to 71% of the total
value, while the United Kingdom took 18%, the Union of South Africa
3.2%, and Australia 3.1%. Except in 1947 when France and the Netherlands
together accounted for over 6% of Canadian export sales, these four
countries have dominated the export picture in the postwar period. Similar
dominance can be seen in the immediate prewar period,when, however, the
United Kingdom took over halfi of Canada's exports.

The dominant position in Canada's lumber exports has been occupied
by softwoods which accounted for 88% of the total value in 1926, 87% in
1937 and 95% in 1955. The most valuable species in 1955 were Douglas lir,
spruce, hemlock and cedar, in that order. The volume of exports of Douglas
fir rose by 35% from 1926 to 1937, and by 142% from 1937 to 1955. Exports
of spruce declined in volume from 1926-27 to 1937-38 but, since the im
mediate prewar period, have about tripled and now considerably exceed the
1926-27 levels. The United States is the most important market for every
type of lumber exported, except for the relatively unimportant miscellaneous
softwoods. The United Kingdom, however, in 1955 purchased almost as
large values of hemlock and took significant quantities of Douglas fir and.
spruce. Douglas fir accounts for most of the exports to Australia and the.
Union of South Africa.

(b) Canadian Production - '

The volume of lumber produced in Canada (including planks and boards
and also square timber) showed a general declining trend from the end of the
first decade of this century until the 1930's. Not until 1941 did the volume of
production exceed the level of 4.9 billion board feet achieved-in 1911. Since
the war, however, production has risen sharply and in 1954 was 7.2 billion
board feet. In 1955, it would appear to have risen to about 7.8 billion feet.
From 1926 to 1954 Canada exported approximately one-half of the volume

®In the first 10 months of 1956, exports were down to $281 million from $332 million in the same period
in 1955. Almost $27 million of this decline occurred in exports to the United Kingdom but exports were
also lower to the United States, the Union of South Africa, and Australia.
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of lumber produced. Percentages have fluctuated sharply, between 37 and
58, with some evidence that exports are taking a declining share of the total
output. Between 1953 and 1954, however, exports rose from 46% to 56%
of production.®"

(c) Canada's Place in World Production and Trade
Data published by the Food and Agriculture Organization for 1954 show

Canada as the third most important producer of lumber with 7.4% of the
world total. In the world picture, Canadian production was considerably
exceeded by that of the United States and the U.S.S.R., and was followed
by Japan, Sweden and Western Germany. The same data show Canada as
much the most important exporter of lumber with 35% of total exports,
followed by Sweden with 15%, and Finland and Austria with about 12%
each. For softwood lumber, the Canadian percentages were somewhat
higher —8.8% of total production and 38% of total exports. Even in the
less important fleld of hardwood lumber, Canada was the sixth producer
(2.6%) and second to Yugoslavia among exporters (9.7%).®i

Lumber imports are important to theUnited States but, according to the
F.A.O. data, amounted in 1954 only to 8.9% of apparent consumption of
softwood lumber while exports were 1.7% of apparent consumption. Of the
United States imports, Canada supplied over 96% and Mexico 2.6%. In the
field of hardwood lumber. United States imports were 2.9% of apparent con
sumption in 1954, with 46% ofthe total coming from Canada and 29% from
the Phihppine Republic.®®

In the case of the United Kingdom, 57% of apparent consumption of
hardwood lumber was produced domestically in 1954, but imports supplied
over 95% of the softwood which was consumed.®® On the basis of United
Kingdom trade data, Canada was the most important supplier of softwood
lumber in theyears 1951, 1952 and 1954. In 1955 imports from Canada were
exceeded bythose from Sweden; in 1953 bythose from Sweden and Finland;
and in 1950 by those from the U.S.S.R. and, by volume, from Finland.

United Kingdom imports of softwood lumber from Canada have fluc
tuated widely in recent years, both in absolute amount and as a percentage
of total United Kingdom imports. Nevertheless, although the total volume
of United Kingdom imports has been running lower than the 1937-38
average, thevolume received from Canada has, except in 1953, been higher.
The fluctuations in United Kingdom imports suggest that the placing of the

30 D B S The Lumber Industry, 1954\ Production, Shipments and Stocks on Hand of Sawmillsin British
Columbia, December 1955;and Production,Shipmentsand Stockson Hand ofSawmtlls East of the Kocktes,
December 1955.

31 Food and Agriculture Organization of the United Nations, Yearbook of ForestProdtici^ Statistics, 1955,
Rome Italy, pp. 56-64. Data on total production and trade are for coniferous and broadleafed sawn-
wood,'including boxboards; the separatesoftwood and hardwood data exclude boxboards.

32 Ibid., pp. 59, 62,68 and 72. Data on imports by countryof origin include boxboards.

33Ibid., pp. 59 and 62.
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trade under the U.K. open individual licence system in 1953 had little ap
parent effect oh Canada's exports. These fell sharply from 1952 to 1953 and
have subsequently recovered only part of the loss. This situation suggests
the strength of the Canadian export position even in the face of discrimin
atory restrictions in consuming countries and that, even with restrictions, the
United Kingdom found it desirable to purchase substantial quantities of
lumber from Canada.

(d) Market Outlook

With regard to markets for Canadian lumber exports, the outlook for
the future would appear to be bright, with strong demand and prices rising
relatively to the general price level. Indeed, three studies which have ap
peared in the United States during the past five years each appear to yield'
the conclusions that prices will be higher and that the basic limitation to
Canada's exports will not be markets but Canada's ability to supply.

The Paley Report contained a mass of scattered opinion as to the future
for lumber.®'' A study prepared for the Report by the Forest Service of the
United States Department of Agriculture suggested a substantial free world
deficit in industrial wood in the period 1970-79. For. the various areas
examined, only Canada was expected to be a net exporter and Canadian
exports of 33 million cubic meters (roundwood) would fall far short of the
net total deficit ih all areas of 194 million cubic meters. Free flow of trade

throughout the world would change the outlook. But, even under the most
favourable world conditions, the volume of wood exports from the U.S.S.R.
was not expected to exceed some 50 million cubic meters or nearly five times
the, prewar peak. Other countries in the Soviet sphere would not be in a
position to export more than minor quantities, so that the gap between
estimated free world requirements and output would remain far from
closed.®®

In its more detailed consideration of the United States, the Paley Report
expected a 10% increase in both timber and sawlog requirements between
the peak established in 1950 and 1975.®® This was based upon the general
assumption throughout the Report of the continuation of 1950price relation
ships. Despite indications to the contrary which are contained in the Report,
no allowance for net lumber imports was made in estimating the situation
in 1975. Nevertheless, starting from a 1950 situation where sawlog produc-

Resources for Freedom, a Report to the President by the President's Materials Policy Commission, June
1952/U.S. Government Printing Office, Washington, D.C., five volumes, hereafter cited as Paley Report.

'5 Paley Report, Vol. V, pp. 47-62.

It should be noted, however, that press reports appear from time to time indicating strong potential
Russian competition (see footnote 99, Chap. 3).

Projections for the year 1975 in the Paley Report "should not be regarded as applying to that literal point
in time, but rather considered as a plausible shape of things in the decade 1970-1980" (Vol. I, p. 2, footnote).
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tion was only 93% of use and where the United States was using up its in
ventory of sawtimber 40% faster than growth. United States self-sufficiency
in 1975 would only be possible on a stable basis with remarkable achieve
ments in forest management and fire, insect and disease control. Indeed it
was estimated that, unless current trends were modified, the 1975 drain
might exceed the growth of sawtimber by over 50%.

The key to the Report's estimate of no net imports is perhaps contained
in the statement that "considering the world shortage of softwood timber,
it would not be wise to count on any net import of lumber in 1915"P With
respect to supplies from Canada, it was noted that Canada's ownneeds were
growing and that other countries would also have to depend upon this
source of softwoodimports. At the same time, however, it was not expected
that the vast forest reserves outside North America and Europe would
result in serious competition for Canadian exports. Except for Canada and
Alaska, the free world's undeveloped forests werechiefly tropical hardwoods
and about one-half of the productive areas of surplus countries were in
economically inaccessible areas. Further, tropical hardwoods could not
readily replace softwoods for general utility and construction purposes.

Studies issued subsequent to the Paley Report yield the same broad con
clusions. A study by Stanford Research Institute foresaw a major expansion
for most activities where lumber was consumed.®® gut the costs of producing
lumber would probably increase, so that lumber prices would rise relatively
to competing materials. Imports would not be sufficient to prevent this
increase in price, especially as thedesirable softwoods constituted only about
one-third of the total supply in productive forest areas of the world. Most
future imports into the United States were expected to come from Canada,
largely from British Columbia.

In summary, the Stanford Study expected that United States consump
tion of lumber would be unchanged between 1952 and 1960 and would then
rise by 1975 by about 10%. The increase, however, would bring 1975 con
sumption to only about 4% above the consumption level in the year 1950.
As regards net imports, the expectation was for a decline between 1952 and
1965 and, after that, for an increase which in 1975 would involve volumes
at some 20% above the 1952 level. This pattern of imports, however, de
pended on the ability of external sources (chiefly Canada) to supply lumber,
on the development of United States production, and on the re-use of sal
vaged lumber. The sharp increase in the re-use of lumber which was in
corporated in the estimate, however, was not based upon reliable data but
was given as something which "appears reasonable".®9

" Ihid., Vol. V; p. 36.

" America'sDemand for Wood, 1929-1975, Summary of a Report by Stanford Research Institute, Stanford,
California, to Weyerhaeuser Timber Company, Tacoma, Washington, 1954.

The summary of the StanfordStudy, to which reference is made here, only dealt with U.S. net iniports
of lumber, which were shown as increasing from 1.8 billion board feet in 1952 to 2.2 billion board feet
in 1975.
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More recently a United States Forest Service Study known as Timber
Resource Review has appeared in draftform.^" In considering future United
States timber requirements, the Review noted that potential demand higher
than prospective supply indicated a probability of upward movement of
timber prices. Two sets of projections were made for timber requirements.
The lower set, derived from past trends, reflected a relative decrease in
demand for timber products and a continued increase in the real price.
Upper level estimates were based on the assumption that industrial timber
products would occupy the same position relative to the consumption of all
physical-structure materials as they did in 1952. Under the lower level
estimate, the consumption of lumber would rise from 41.5 billion board feet
in 1952 to 46.0 billion in 1975.'- This estimate was close to that of the Paley
Report and somewhat above that of the Stanford Study.

Lower level demand might be reasonably well met for some time. But,
although the projected inventory of sawtimber would be slightly in excess
of the needed inventory in the year 2000, the projected growth would be
about 16% below needed growth, and growth and cut would be diverging
rather sharply. According to a chart presented, the assumed cut of saw-
timber would fall below annual growth in about 1965 but would begin to
exceed annual growth by about 1980. In addition, there would be important
deficits in eastern softwoods and western species and surpluses in eastern
hardwoods. As regards the upper level of demand, there would seem to be
little prospect that it could be maintained throughout the period under
consideration. At no time would the annual growth be as great as the
assumed cut and, by 1975, the two curves would begin to diverge sharply.

A number of factors could affect this outlook. On the one hand, timber
supplies could be larger, for example, through the use of more intensive
forestry than was assumed. On the other hand, the future demand for forest
products might have been underestimated. Among the factors which might
increase timber supplies, it was stated that imports from Canada'might be
greater than had been assumed. .In this connection, allowance was made for
a conservative increase in imports, chiefly from Canada, from 1.15 billion
cubic feet of roundwood in 1952 to 1.25 in 1975 and 1.35 in the year 2000.
This, however, applied to all timber — for lumber, it was anticipated that
net imports would decline from 1.75 billion board feet in .1952 to 1 billion
feet in 1975 and 1980.^1 The outlook for increased imports from Canada of
softwood lumber of quaUty grade was regarded as not encouraging over the
long run. At current rates of cutting there appeared to be a 25- to 50-year
supply of old growth Douglas fir which was perhaps the most important
source of high quality lumber in Canada.

Except as noted, this discussion is based on Edward C.Kraft's Chaplerl, Timber Resources for America's
Future, A Summary of the Timber Resource Review (Preliminary Review Draft Subject to Revision), U.S.
Department of Agriculture, Forest Service, September 1955.

Timber Resource Review, Chap. VI (Preliminary Draft), p. 50,
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The chapter on lumber and alUed products in the Commission's study
on the forest industry considers in some detail past developments in export
markets for Canadian lumber and the prospects for exports in the future.^^
On prospects for exports to the United States, the study assumes a 25% to
35% increase in the real price of lumber between 1952-54 and 1980.'4® It is
noted that the complete Stanford Study estimatedgrossimports of 4.3 bilhon
board feet in 1975, as compared to 2.5 billion feet in 1952. Timber Resource
Review, on the other hand, estimated net imports in 1975 at 1.0 billion board
feet compared to 1.75 billion feet in 1952. The tendency of United States
studies to limit their projections of imports on the basis of their views on
availabihty has been indicated above and, in the study prepared for the
Commission, it is suggested that if the resources are available, Canada might
in the future supply as much as 10% of United States lumber requirements
as compared with6.3% from 1952 to 1954. On the basis of the Stanford and'
Forest Service studies, it is suggested that exports of Canadian lumber to
the United States in 1980 could be between 4.5 and 5.0 bilhon board feet.

Lumber consumption in the United Kingdom in the past few years has
been at a lower level than in the prewar period. It is expected that con
sumption andimports will increase gradually over the years and that by 1980
imports will have regained their prewar level of about 4.0 billion board feet.
Canada is expected to about maintain its present share of this market and
thus to export about 1.0 billion feet to the United Kingdom, as compared
with 0.78 bilhon feet from 1952 to 1954.

Exports to other countries are expected to about maintain their present
level of some 300 million board feet per annum.

In summary, it is suggested then that the Canadian lumber industry could
export 5.8 to 6.3 bilhon board feet of lumber in 1980,*as compared with an
average of 3,589 million board feet in 1952-54.4^ As regards the value of
these exports, the study notes that the average value of exports for the period
1952 to 1954 was $70.10 per thousand board feet, in 1949 dollars. A 30%
increase in price would bring this value to $91 per thousand by 1980. Total
revenue in 1949 dollars in 1980 would thus be $528 million based on exports
of 5.8 billion board feet and $573 million based on 6.3 bilhon feet. This
compares with average revenues of $251 million (1949 dollars) for the period
1952 to 1954. Between 1949 and 1955, however, the unit value of exports
of lumber (planks and boards) rose by 13.8%. If this increase is apphed to
the figures in the study on the forest industries, it may be suggested that, at

« John Davis, A. L. Best. P. E. Lachance, S. L. Pringle, J. M. Smith. D. A. Wilson, Outlook for the
Canadian Forest Industries, Chap. 4.

** This is in line with Timber Resource Review where it wassuggested that, under the lower-level estimat^
of demand, real lumber prices wouldprobably increase by not less than 25% to 30% between 1952 and
1975 (Chap. VI, p. 40).

<< In addition to lumber as the term is used in the present section, i.e., planks and boards, these projections
also include the relatively unimportant square timber and railroad ties, exports of which in 1955 were
valued at $3 million. In the period 1952 to 1954, exports of planks and boards averaged 3,575 million
board feet as compared withexports oflumber as defined in the Commission s studyon the forest indus
tries of 3,589 million board feet.
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the 1955 generaF level of prices, its projections are for lumber exports in
1980 of $600 to $650 million.

The final question concerns Canada's abihty to supply exports of this
magnitude. In the chapter on the lumber and alhed products it is estimated
that Canada's consumption of lumber in 1980 will be 5.85 billion boai;d feet.
If this is added to exports of 5.8 to 6.3 bilUon feet, it will be seen that require
ments in 1980 would be 11.6 to 12.1 billion board feet of lumber at increased

prices. This compares with Canadian production of about 7.8 billion feet
in 1955, or it involves an increase of about one-half. There would seem to be
no difficulty with the notion that Canada could export at least the volume
of lumber which is suggested, provided- that it was available. The problem
is whether or not there can be such an increase in Canadian lumber

supphes. The Commission's study on the forest industries concludes that
resources will be large enough to supply both domestic and export needs in
the magnitudes suggested.^® Some uncertainty may be felt regarding the
magnitude of Canadian sawtimber resources. There may exist the possibihty
of technological development, such as the further production of glued-up
panels which involve the cutting of short clear sections from low-grade
lumber an4 gluing the pieces into large panels from which wide boards are
then sawn.'is Such developments, however, would enable increased produc
tion in the United States and other countries as well as in Canada.

In conclusion, subject to some qualification about Canada's sawtimber
resources, it is here suggested that exports of lumber in 1980 might be valued
at $600 million, the lower level projected in the Commission's study on the
forest industries. This would be about 56% above the value in 1955 and
almost double the average value in the years 1952 to 1954. The projection
involves an increase in both quantity and price. The distribution of exports
as suggested in the study on the forest industries would seem appropriate.

9. Newsprint

(a) General Export Position

In four of the first ten postwar years — 1948, 1950, 1954 and .1955 —
newsprint has been Canada's most important export, while in each of the
others it has been second to wheat and wheat flour. Whereas Wheat and

flour exports have fluctuated widely, newsprint has increased steadily in
value and volume since the war, even when total exports were faffing. In
1955 Canada's domestic exports of newsprint amounted to 5,763,000 short
tons valued at $666 million or 15% of total domestic exports including gold.'''^

John Davis el ah, op. cii.. Chap. 8.

It has been reported that the Abitibi Pulp and Paper Company would open a synthetic lumber plant
in 1956, using small chips of poplar to produce lumber in sheets like plywood {The Gazette, Montreal,May 10, 1956). ^
In the first ten months of 1956, exports were valued at $590 million as compared with $549 million in
the same peiiod in 1955.

157



ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

At the same time, newsprint exports to the United States accounted for 21%
of total domestic merchandise exports to that country plus new gold produc
tion available for export.

The pre-depression peak in Canada's exports of newsprint occurred in
1929 when exports of 2.5 million tons werevalued at $149 million. Exports
declined during the depression but, by 1937, the volume had risen to almost
3.5 million tons, although the value was only $126 million. After the war
total exports rose steadily to 5.8 million tons valued at $666 million in 1955.''®
In the first five years of the postwar period, the share going to the United
Statesincreased, from 86.1% in 1946 to 95.7% in 1950. Subsequently, sterling
area, continental European and Latin American sales have increased
relatively, so that exports to the United States were 87.2% of the 1955 total.
This, however, was still above the United States share of 79.9% to 83.9%
in 1937-39 and slightly above the 86.6% in 1929. Other important export
markets in 1955 included the United Kingdom which took 5% of the total
volume, Australia which took 1.3%, and Mexico, the Union of South
Africa, NewZealand, France and Brazil, each of which took less than 1%.

{b) Market Outlook

Theproduction and exportof Canadian newsprint and Canada's position
in the world picture are all treated in the brief submitted to the Commission
by the Canadian Pulp and Paper Association.^^ Further, the Association
Brief presents a carefully worked out forecast of exports in 1980. The fol
lowing paragraphs consider the Association forecast and offer some com-
-ments upon it.^"

The Association Brief forecast that by 1980 Canada's exports of news
printto the United States would rise to 7,620,000 tons or 52% above recorded
exports in 1955. Exports to all other countries in 1980 were forecast at
3,830,000 tons or 421% above experience in 1955. Using average export
values ruling in the first half of 1956, this would mean that exports to the
United States would grow from $578 milhon in 1955 to $899 million in 1980
and that exports to overseas countries would grow from $88million to $469
million.si Total exports, therefore, would rise from $666 million in 1955

<8 The inclusion of shipments from Newfoundland in Canadian export data after March 31, 1949, has
affected the exports shown for newsprint and, to a less extent for other forest products. In 1948, New
foundland's exports of newsprint were valued at $26 million and other forest products at $6 million
(D.B.S., Review oj Foreign Trade, First Half Year, 1949).

*9 Canadian Pulp and Paper Association, Suhmisston to Royal Commission on Canada's Economic Pros
pects, Montreal, January 1956, hereafter referred to as the Association Brief. (Page references are to
the printed version.)

50 Reference is to the Association Brfe/rather than to the similar material in Chap. 5 of the Commission's
study The Outlook for the Canadian Forest Industries (by John Davis, A. L. Best, P. E. Lachance, S. L.
Pringle, J. M. Smith and D. A. Wilson) as the latter was not available in final form when the present
study was finalized.

51 The Stanford Research Institute study cited in the previous section indicated that pulp and paper prices
werenot expectedto rise relative to other prices. Price increases announced late in 1955 becameeffective
between November 1, 1^5 and January 1, 1956.
No account has been taken of the further increase in the New York price of US $ 4 per ton announced
by some companies in January 1957.
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" to $1,368 million in 1980. As in the Association Brief and the Commission's
study on Canadian forest industries, it is here assumed that Canadian produc
tion can supply these exports plus the demands of the Canadian marlcet.52

Looking at the United States, the Pulp and Paper Association's projec
tion involved consumption in 1975 considerably above the Paley Report and
the study by Stanford Research Institute. It was, however, more in line
with the more recent forecast of the United States Forest Service in Timber

Resource Review. Further, the Association's forecast was in line for the
years 1960 and 1965 with shorter-run projections by the American News
paper Publishers' Association and the Economist Intelligence Unit. Finally,
as stated in the brief, the method used by the Association would appear to
result in a conservative forecast.53

The Paley and Stanford forecasts of United States production are out
dated by increases in United States capacity which have taken place recently
and which are planned for the next four years. This might result in the
creation of capacity of 2;l- million tons bjy 1960.®"! Beyond 1960, there arise
questions of further expansion from southern pine, expansion from hard
woods and the effects of governmental policy.®® The submission by the
Pulp and Paper Association examined these factors and concluded that it
might be assumed that the United States and Canadian shares of the United
States market would remain at the 1960 proportions.®®

Assuming relatively small United States exports and relatively small
imports from overseas, the Association Brief arrived at United States imports
from Canada of 6.9 million tons in 1975 and 7.6 million tons in 1980.®''

For 1-975 this was about the level of imports expected by Timber Resource
Review and about that implied by the Stanford Study on the basis of lower
United States consumption and production figures. It was, however, some
what above the Paley figure.

^The projections of overseas demand by regions showed European con
sumption with the slowest rate of increase — 64% between 1955 and 1980
as compared with 242% for the rest of the overseas world. But Europe
would still remain the largest consuming area outside the United States,
with 38% of the overseas total.®® A rate of growth in overseas production
slower than in consumption, together with a relatively small change in over
seas trade with the United States,- resulted in the projected quintupling of

Associalion Brief, pp. 53 and 82; D.B.S., Trade ofCamda; and John Davis ei al., op. cit.. Chap. 8.

53Association Brief, p. 33.

p. 48.

55 On the matter of competition from U.S. southern pine and northeastern hardwoods, see Slalement to the
Royal Commission on Canada's Economic Prospects by Vernon E. Johnson, President, Canadian Inter
national Paper Company, pp. 8—13.

55Associalion Brief, pp. 48-49.

5' Ibid., p. 48.

55Ibid,, p. 42.
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Canadian overseas exports.s^ Basic to this result were the expectations that
current relatively low levels of newsprint use would not persist and that
available forest and capital resources of the rest of the world would not be
able to provide for the projected growth of consumption.®"

Projections for Canada's overseas exports offered in the Pulp and Paper
Association Brief were described as being on the basis of "physical need",
without specific reference to the question of abihty to buy."! in addition to
the problem of foreign exchange availabihties, there arise questions of pro
tectionism, economic isolation and nationalism. The latter factors were
dealt with on the basis of an assumption that expanding newsprint imports
would form part of a general expansion of world trade contributing to
economic development. Newsprint production, however, is being expanded
abroad. Not only is it included in plans for economic development, with
suggestions that consumers be forced to mix high-cost domestic supplies
with imports, but new facilities are also being established in Europe and in
New Zealand."^ To the outsider there may arise, in addition, the question
of the possibility of the use of tropical hardwoods removing any general
problem ofavailabihty offorest resources. This question arises particularly
in the light of developments which.have permitted the use of hardwoods for
the production of pulp and paper in the United States."" Also there is the
recent report that The Times ofLondon is no longer using newsprint. These
factors may give rise to doubts that the Pulp and Paper Association's target
can be achieved with respect to overseas countries, particularly if continued
balance of payments difficulties are expected. Indeed, the use of tropical
hardwoods by potential overseas exporters could also affect Canadian ex
ports to the United States.

As has been noted, the Association's projections imply that the value of
Canada's overseas newsprint exports would more than quintuple between
1955 and 1980. In the five years following 1950, in which year overseas
exports were severely depressed, Canada's exports abroad almost quad
rupled. For the future, however, the projected increase would be a much
larger absolute magnitude— $381 million as opposed to $65 million. Will
overseas countries as a group be able and willing to pay out this much more
in Canadian dollars for a single commodity, especially in the light of the
continued possibility of restrictions on the use of newsprint and in the face
of expanded overseas produetion? While doubts may be expressed,"^ it may

59 In a subsequent section (onp. 76) the Association Briefstated that overonemillion tonsof the projected
increase in overseas exports (3.1 million tons) would go to Europe,

60Ibid., pp. 49-53.

61Ibid., p. 52.

62 See Newsprint Association of Canada, Newsprint Data: 1955, Montreal, November 1955, pp. 22—23.

6S See Association Brief, pp. 46 and 86. The question of the use of tropical hardwoods, bagasse, straw, etc.,
is considered further on pp. 49-52 of Stibmission to the Royal Commission on Canada's Econonuc Pros
pectsby CanadianPulp and Paper Association (WesternDivision), preparedby British Columbia Research
Council, Vancouver, January 10, 1956.

6< See Canadian Pulp and Paper Association (Western Division), op. cit., pp. 53-54.
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be noted that North American exports in 1955 were only moderately above
those in the period 1935 to 1937.®^

It may be suggested that, if the overseas world is viewed as a whole,
$381 million more for Canadian newsprint is not an insuperable amount in
the light of expected trade developments. The value of world trade will rise
between 1955 and 1980 and with it the value of trade between Canada and

overseas countries. While the latter increase will presumably not be fivefold
at a constant general level of prices, the above average increase in the case
of newsprint will be offset by less than average increases for other com
modities, such as wheat and wheat flour and automobiles.®® This, however,
masks the fact that the balance of payments situations of different overseas
countries will vary greatly. Some will almost certainly be exercising re
straints on their dollar purchases, even if this is through controls other than
those directly affecting imports. Further, other countries, even if they do
not have balance of payments problems, can be expected to be stimulating
the domestic production of newsprint through various devices. Conse
quently, some of the constituents of the $469 million of overseas newsprint
exports may not be realizable and it may be desirable to use a lower figure
in forecasting Canada's exports. _

It, therefore, would seem to be appropriate to reduce the figure for over
seas shipments ofi newsprint from $469 milhon to $350 million in order to
take account of the possibilities which have been suggested. For the United
States, the figure of about $900 million or 56% above the 1955 value is
retained. This would mean total exports in 1980 of $1,250 million, somewhat

.^less than double the $666 million in 1955.

10. Wood Pulp

(a) Genera! Export Position .

In recent years wood pulp has ranked fourth among Canada's exports,
exceeded only by newsprint, wheat and flour, and lumber. At $297 million
in 1955, domestic exports of wood pulp amounted to 6.7% of total domestic
exports including gold.

In 1926 Canada exported over one million short tons of wood pulp
valued at $52 million, a volume and value of exports not achieved again until
1940. After the war, pulp exports increased erratically up to 1951 when there
occurred a substantial increase in the volume of exports and an even greater
increase in average values. Thus exports of 1.9 million tons of chemical pulp
were valued at $333 million and 323,000 tons of mechanical pulp or ground-
wood at $27 million. Total exports, including screenings, were 2,243,000
tons or $365 million.

Newsprint Association of Canada, op. oil., p. 4.

The reasonableness of the suggested increase in Canada's total overseas exports is examined in Chap, 4
of Part A of this study.
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Subsequently, average values have been well below the 1951 level and
volumes also declined initially. The volume of exports of chemical pulp,
however, exceeded the 1951 level in 1954 and rose further in 1955 to 2,051,000
tons. Mechanical pulp, on the other hand, has remained below the 1951
volume and in 1955 amounted to 262,000 tons. Thus, in 1955 total wood
pulp exports were 2,366,000 tons, an all-time high, although the value of
$297 milhon was considerably below the 1951 peak. The growth in the
volume of exports between 1926 and 1955 has been entirely the result of the .
229% increase in chemical pulp. Groundwood exports have declined abso
lutely from 38% of total pulp exports to 11%. By value, groundwood
exports in 1955 were $18 million or 6% of the total.

In addition to the $18 million of groundwood, $5.9 million of pulp n.o.p.
and $366,000 of screenings, there were $273 million of exports of chemical
pulp in 1955 — 92% of the total value. The largest item in this group, both
by volume and by value, consisted of 670,000 tons of bleached sulphate or
kraft pulp valued at $91 million. This pulp is used to manufacture white
printing, tissue, tag, envelope and other papers and products where strength
is essential. Next came 457,000 tons or $59 milhon of paper grades of
bleached sulphite pulp used for book, writing and tissue papers. Most
valuable per ton were the dissolving grades of bleached sulphite pulp, exports
of which amounted to 330,000 tons and $58 milhon. This is the raw material
for rayon, cellophane, photographic film, nitro-cellulose and plastics.

The United States has long constituted much the largest market for
Canadian pulp exports. Of the total volume exported, that market took'
81% in 1926, 80% in 1937, 82% in 1951 and 79% in 1955. In 1955, the United
States purchased more than half of Canada's exports of each grade of
wood pulp.

The second largest external purchaser of, Canadian wood pulp is the
United Kingdom. By volume, the United Kingdom took 11% of total
exports in 1926 (mostly groundwood), 10% in 1937 (mostly chemical pulp),
10% in 1951 and 12% in 1955. Exports to Japan have fluctuated widely,
falling from $16.9 million or 4.6% of total pulp exports in 1951 to $5.5
milhon or 1.9% of the total in 1955. In the latter year dissolving pulp repre
sented 90% of the total value. Four Continental countries •— France, the
Federal Repubhc of Germany, Italy and Belgium-Luxembourg — accounted
for 6.3% of the value of Canada's total exports of wood pulp in 1951. Sub
sequently, exports to each of these markets have fallen sharply, although
this has been offset to a small extent by increased exports to the Netherlands
and Switzerland.

(b) Canadian Production
While Canada's production of chemical pulp has expanded more rapidly

than groundwood, the predominance of the latter as a raw material for
newsprint has meant that a larger volume is still produced. In 1955 ground-
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wood production was 5,467,000 tons while chemical pulp was 4,359,000
tons. Chemical pulp production, however, had more than double the value
of groundwood.®''

Most of Canada's pulp production is used in the domestic manufacture
of newsprint and other products, with newsprint taking approximately 65%
of the total output. Thus, in 1955, 23% of Canadian pulp production was
exported. As most mechanical pulp goes directly into newsprint, exports
took only 5% of production. In the case of chemical pulp, however, 48% was
exported. These percentages have changed with Canadian industrial pro
gress. From 1908 to 1910, 60% to 70% of pulp production was exported.
In the postwar period, exports have varied between 20% and 24% with no
clear trend being evident.®^

(c) Canada's Place in World Production and Trade

Canada has far from the dominant position in wood pulp that she has in
newsprint. According to the brief presented to the Commission by the Pulp
and Paper Association, in 1955 Canada produced 49% of the world's news
print and supplied 80% of the world's exports of this commodity. In wood
pulp, however; Canadian production in 1954 was only 23% of the world
total, apparently excluding production in the Soviet bloc, and was far ex
ceeded by the United States with 44%. World exports of wood pulp equalled
only 18% of world production and, of this amount, Canada's share was 29%
as compared with 33% for Sweden and 17% for Finland. According to data
published by the United Nations, Canada produced about the same share
of the world total in 1954 as in 1929 and 1937. The United States share,
however, rose from 27% in 1929 and 26% in 1937 to 43% in 1954.®®

Although the import of newsprint and wood pulp has been duty free
since 1913, the bulk of United States pulp consumption comes from domestic
production. In 1955 gross imports were only 10% of the total supply (produc
tion plus imports minus exports) and net imports only 7%.™ In 1954 the
United States was second in gross imports to the United Kingdom, with each
accounting for about 30% of the world totaU^

Since 1929 there has been a substantial change in the United States
position. Between 1929 and 1937, gross imports of wood pulp varied be
tween 27% and 32% of the supply available for domestic consumption. The
ratio fell to 23% in 1938 and 1939 and, since 1947, it has fallen from 16% to
10%. The absolute volume of imports increased somewhat up to 1937.

D.B.S., The Pulp and Paper Industry, 1955.

" Ibid.

Association Brief, pp. 19 and 78; and United Nations, Statistical Yearbook, 1955.

U.S. Department of Commerce, Survey of Current Business, March 1956.

" Association Brief, p. 78.
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Since then, however, it has never reached the level of that year. Meanwhile,
domestic production more than tripled between 1937 and 1955. Imports in
1955 were not only below 1937, but were also below the levels reached in
1936, 1947, 1950 and 1951, while total supply in 1955 was at an all-time
high.''2 But while total United States pulp imports have not risen. United
States import data show that those from Canada have considerably more
than doubled since 1937 as a result of their replacing supplies from overseas
sources. In 1955, 84% of United States imports by volume came from
Canada.

In 1954 the United Kingdom depended upon imports for 93% of its pulp
supply, making it the world's largest importer.'̂ ® Although pulp imports
from non-sterling area sources were subject to non-discriminatory quotas,^^
the U.K. trade data show that, from 1950 to 1955, the most important
sources of U.K. supplies were Sweden, Finland and Norway, with Canada
occupying fourth place. In 1955 the major suppliers of pulp and waste
paper were Sweden with 35% of the volume imported, Finland with 20%,
Norway with 19%, Canada with 12%, the United States with 8% and the
U.S.S.R. with 3%, the last two having increased their shares considerably
over previous years. The 12% from Canada in 1955 compared with about
the same share in 1951, 7% in 1950 and 2.8% in 1937.'̂ ®

{d) Market Outlook

Table 6 sets forth the Pulp and Paper Association's projections for wood
pulp exports and converts them into dollar values on the basis of unit values
in the first half of 1956. On this basis, the volume of total exports would
increase by 106% between 1955 and 1980 and the value would rise by 114%.
Exports to the United States would slightly less than double in volume and
fall from 79% to about 75% of the total volume and value.'?®

Projections for production, imports, exports and total supply by areas
were compared with experience in 1954in a table in the Association Brief.'?'?
There it can be seen that, while Canadian production was expected to in
crease by 116% between 1954 and 1980, production in the rest of the world,
apparently excluding the Soviet bloc, was expected to rise by only 67%.
Production in the United States would almost double, but that in Sweden,
Finland and Norway would increase by only 21%. Of the total increase in
exports expected to occur, 71% was projected as being accounted for by
Canada and 14% each by the United States and Finland. Thus Canada

U.S. Department of Commerce, Business Statistics J955, Supplement to the Survey of Current Business;
and Survey of Current Business.

Association Brief, p. 78.

See footnote 80 regarding the removal of these quotas.

'5 While the data for 1955 are for pulp and waste paper, those for previous years are for wood pulp. The
figure for 1937 includes most, if not all, imports from Newfoundland.

See also John Davis et al., op. cit.. Chap. 5.

" Association Brief, p. 78.
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would become by far the most important exporter, accounting for 43% of the
1980 total. Further, 58% of the total growth in consumption (supply) and
52% of the total growth in imports was expected to be accounted for by the
United States.

The Association Brief stated that the future of Canadian shipments to
the United States was difficult to assess but that the United States demand for

pulp and paper products was such that import needs appeared likely to
increase. Thus it assumed a doubling of total United States imports between
1954 and 1980 based on the study by Stanford Research Institute, and an
increase in the Canadian share from 81% in 1954 to 89% in 1980.''8 It may,
however, be asked if the Stanford projections might, not have been low on
both pulp consumption {e.g., in newsprint manufacture) and production as
it appears that they were in the case of newsprint. As regards Canada's
abihty to sell pulp in the United States, there again arise the various prob
lems concerning southern pine, northeastern hardwoods, tropical hardwoods
and governmental policy which were noted in the preceding section.

The Canadian Pulp and Paper Association reached one conclusion from
the Stanford Study. Management Research (Western) Ltd. reached another.
Despite the doubling of demand anticipated, the great expected increase in
United States production led this group to state in its brief to the Commis
sion for the Forest Industry Associations of British Columbia that the export
of pulp and paper products from Canada to the United States might not
increase more than about 10% in the next 20 years

Between 1954 and 1980, the Association Brief expected that United
Kingdom available supply of pulp would rise by 33% and imports by 35%.
Almost half of the increase' in consumption was expected to come from
Canada, so that Canadian exports would increase by 134% and constitute
22% of total imports in 1980:8"

Turning to continental Europe, it was expected that supply outside the
major producing areas of Sweden, Finland and Norway would increase by
21% between 1954 and 1980. As production was expected to rise even less
rapidly, imports would increase by 30%. An increase in the Canadian share
of these imports from 4% to 11% wopld mean that Canada's exports to these
countries would rise by 266%.8i The chief question here would seem to be
why the projected increase in consumption is so small — 21% as compared

" Ibid., pp. 73-74, 77 and 78.

'9 Management Research (Western) Ltd., Br/e/submitted to the Royal Commission on Canada's Economic
Prospects on,behalf of Forest Industry Associations of British Columbia, Vancouver, October 1955, p. 30.

Association Brief, pp. 77—78. ,
In July 1956, it was announced that the United Kingdom had removed import controls on wood

and other pulps, and some papers and paperboard, by placing these commodities under world open general
license. The Board of Trade, however, was reported to have stated that imports could be freed without
any "relatively substantial variation in the present ^level of expenditure" because U.K. demand had
leveled off. (United Kingdom Board of Trade, Notice to Importers No, 787, 17 July, 1956; and The Ftnancial
Post,-Toronto, July 28, 1956.)

Association Brief, pp. 77-78,
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with 96% from a much higher base in the United States. A similar question
could be asked with respect to the 30% forecast for the producing areas of
Sweden, Finland and Norway and with respect to the 33% for the United
Kingdom. The Association Brief suggested that the demand for pulp and
paper products of the Continental countries together with the United King
dom was likely to increase by 75%. In absolute terms, the demand sug
gested was 20 million tons in pulp equivalents, whereas the paper mill
capacity to use pulp was projected at 14.4 million tons. Some part of this
deficit of 5.6 million tons was covered by Canadian-exports of newsprint
(projected at over one million tons) and other grades of paper and paper-
board. If requirements did reach the equivalent of 20 million tons, however,
a further increase in market pulp demands on Canada in the order of 2 mil
lion tons'"is not inconceivable". This would be an increase above the total

of 949,000 tons in the projection.^^

Latin American production and consumption were both expected to
increase rapidly. Imports were expected to increase less rapidly than pro
duction and to drop from 56% to 42% of total supply. If Canada continued
to supply about the same proportion of total imports (24%) her exports to
these countries would double.^^

Considerable expansion was anticipated in the pulp consumption of Asia,
Africa and Oceania. However, only a 5% increase was expected to take
place in Japan, Canada's third largest pulp market — an increase which
would seem to be significantly out of line with the Japanese six-year economic
plan.S'̂ For Asia, Africa' and Oceania as a whole, Canada was expected to
have a somewhat smaller share of-the growing market, so that Canadian
exports would rise by 83% between 1954 and 1980. If, however, the expecta
tions for the underdeveloped countries were approximately right, Canadian
exports might grow more rapidly than this because of the underestimation
of the Japanese situation and the assumption that no Canadian pulp at all
would move to Australia, New Zealand or the Commonwealth countries
in Africa.85

In conclusion, the best approach to a forecast would seem to be to accept
about the dollar values derived from the projections by the Canadian Pulp
and Paper Association. iAs with those projections, it is assumed that Canada
can supply anticipated domestic and export requirements. It should, how
ever, be stressed that the figure for exports to the United States may turn
out to be too high and those for exports to other countries may be too low.
The projection for the United States involves future stability in what has
been a declining ratio between gross imports and supply and thus a doubling

« Ibid,, pp. 76-77.

8' Ibid., pp. 77-78.

"A Gisl of Integrated Economic Plan, drafted by the Economic Council and submitted to the government
for its consideration", November 5, 1955.

85Association Brief, pp. 77-78.
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of total imports between 1954 and 1980, whereas since 1937 imports have
actually fallen in volume. As Canada is already supplying over 80% of this
import market, the historical development may give rise to some doubts as
to the future. The trend in the United States has been to integrated produc
tion of forest products and to greater self-sufficiency in wood pulp. It has
beenreported, however, that "a furious scramble for pulpwood is prbpelhng
Southern timberland prices skyward".86 jn these circumstances, it may be
that a doubling of consumption would involve a doubling of imports. The
conservative nature of the projections of growth in pulp consumption in
overseas countries, however, may offset some of the concern with respect to
the United States forecast. Accordingly, the following projections are
offered for exports in 1980; United States, $475 million; United Kingdom,
$85 niillion; other Europe, $50 million; other countries, $40 million; total
exports of wood pulp to all countries, $650 million.

11, Other Forest Products

(a) General Export Position

In addition to exports of the three major products of her forest industries
— lumber, newsprint and wood, pulp — Canada also exports a number of
other forest products. While the total value of these exports falls far short
of that aehieved by any one of the major items, it is nevertheless significant,
and amounted to $172 milhon in 1955. The nature of these exports in the
years 1937, 1954 and 1955 is indicated in the following table.

Canada's Domestic Exports of Other Forest Products
(thousands of Canadian dollars)

1937 1954 1955

Shingles 6,188 24,182 29,145
Plywood 1 1293 A'̂ '483 - 16,273
Veneers j--"' 111,072 1,3,831
Christmas trees 522 4,816 5,864
Pulpwood 12,088 45,766 48,655
Other unmanufactured- or partially

manufactured wood (a) 13,970 20,599 19,507
Other manufactured wood (Zi) 4,496 5,862 7,164
Building board, paperboard, etc— 5,085 6,231 10,729
Other paper (c) 4,613 14,038 17,633
Books and printed matter 981 3,495 3,625

Total 49,236 146,544 172,426
(а) Also excludes planks and boards.

(б) Excludes wood pulp.

(c) Also excludes newsprint paper. _

The Wall Street Journal, New York, March 26, 1056.
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Much the most important in the group is pulpwood. These exports grew
in yalue from about $12 million in the years inimediately preceding the war
to $68 milhon in 1951 and then declined, amounting to $49 million in 1955.
In 1955, 81% of Canada's exports of pulpwood went to the United States,
9% to the United Kingdom, 4% to France and somewhat over 3% to the
Netherlands. Throughout the period, the United States has taken the bulk
of the exports, although the United Kingdom has increased in importance
since the prewar and early postwar years.

The shift which took place in Canada's trade, from exporting pulpwood
to exporting wood pulp and newsprint, is well known. In 1908, -64% of
apparent Canadian pulpwood production was exported and exports ex
ceeded Canadian consumption until 1912. Subsequently, Canadian use of
pulpwood has grown rapidly and exports in 1955 accounted for only 11.4%
of production. Despite the magnittide of the demand of Canadian pulp and

• paper mills, exports of pulpwood have shown some increase in volume over
the period, although in each year 1953 to 1955 they were only slightly higher
than they had been in 1937.^''

Almost all of Canada's exports of shingles are red cedar and these are
shipped virtually entirely to the United States. Exports reached a peak
value of $32 milhon in 1950. Subsequently they dechned, but in 1955 had
recovered to $29 million. In that year, however, they were only 19% above
their. 1937 volume.

Three-quarters or more of Canada's small exports ofplywood and veneers
in the immediate prewar years were taken by the United Kingdom. In 1955,
however, the United States market accounted for 88% of these exports.
Most of the remainder, or 10% of the total, went to the United Kingdom.
Of the $30 million of exports in 1955, $3.6 milhon consisted of softwood
plywood. The bulk of this commodity went to the United Kingdom but
sales to New Zealand, Arabia and Cuba exceeded those to the United States.
On the other hand, the $12.6 milhon of hardwood plywood, the $4.2 milhon
of softwood veneers and the $9.6 milhon of hardwood veneers went almost
entirely to the United States. Since 1947 the volume of plywood exports to
all countries has dechned 10% while that to the United States has quadrupled.
Over the same period, the volume of exports of veneers has gone up by 317%
while exports to the United States have risen by 1,350%.

In addition to the export of Christmas trees, largely but not entirely to
the United States and valued at $6 milhon in 1955, Canada sells abroad a
number of other items in the unmanufactured or partially manufactured wood
group. These include logs, pit props, telegraph and telephone poles, railroad
ties and square timber. The value of these exports has not increased in step
with the value of exports of other forest products, amounting to $14 milhon
in 1937 and to $19.5 million in 1955. Trade in a number of these items has

f D.B.S., The Pulp a>id Paper Industry, 1954 and 1955.
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/

V

been subjected to severe fluctuations in the" postwar period. Thus United
Kingdom purchases of pit props have fallen from 338,000 cords in 1947 to
96,000 cords in 1955. Over the same period, U.K. purchases of Douglas
fir railway ties declined .from 741,000 to 505,000 ties; shooks of wood for
boxes fell in value from $1.7 million to less than $3,000; and spoolwood fell
from 15 million feet to less than four million feet. For these items, 58% of
1955 exports went to the United States.

Exports of manufactured wood other than woodpulp and paper have in
creased only modestly in dollar value from 1937 to 1955, in which year they
totalled $7 million. In part, this can be explained by such developments as
the disappearance of the export of wood doors to the United Kingdom
which in 1937 had a value of $2.7 million. On the other hand, U.K. pur
chases of match splints rose in value from $300,000 in 1937 to $1.1 million
in 1955. Of this group of exports as a whole, sales to the United States
accounted for 57% of total exports in 1955.

In 1955 the United States took 82% of Canada's $4.3 million of exports
of building and' insulating board, 97% of the $1.5 million of pulpboard for
wallboard, and 42% of the $5.0 million paperboard, n.o.p. In the cases of
building and insulating board and paperboard, n.o.p., these percentageswere
up very sharply from 1947. The United Kingdom, however, accounted for
53% of Canada's 1955 bxports of paperboard, n.o.p. While 1955 exports
of building and insulating board were considerably above 1947 levels, those
of the other two items in this group were below 1947 in both volume
and value.

Exports of other paper in 1955 were valued at nearly $18 million and
included $5.9 million of book, printing and lithograph paper ($4.4 million
to the United States); $3.2 million of wrapping paper ($1.4 million to the
United States, and about $700,000 each to the United Kingdom and the
Union of South Africa); $2.4 million of uncut bond and writing paper to a
number of countries other than the United States; $2.9 million of mutilated "
newsprint paper and other waste paper, almost entirely to the United States;
and smaller values of other types of paper and paper manufactures. The total
value of these exports shows a substantial increase over 1937. Finally,
exports of books, newspapers, magazines and other printed matter go to many
countries but principally to the United States.

(6) Market Outlook

Turning to the export prospects for the various commodities considered
in this section, and first to shingles, the chapter on lumber and allied products
in the Commission's study on the forest industries notes that the British
Columbia industry has in recent years shipped to the United States about
the same quantity of red cedar shingles as have been produced in the United
States. Canada as a whole has supplied 35% to 40% of the total United
States consumption of shingles and shakes. The declining trend in shingle
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consumption is noted, as is also the efforts of the industry to improve and-
to make more acceptable its product. The large resource of cedar in British

^Columbia compared with that in the United States would seem to make
possible exports in 1980 at least at the level of recent years. If the promo
tional work proves successful, exports of cedar shingles to the United States
could increase substantially. The forces of competition are expected to mean
that shingle prices do not rise relatively to other prices. On the other hand,
a higher degree of manufacturing at the factory would seem a likely develop
ment, increasing the average value of shingles exported.^®

The Commission's study notes the estimate of Stanford Research Insti
tute that total United States consumption of shingles and shakes would fall
from 6.2 million squares in 1952 to 4.4 million squares in 1975, of which
2.4 million would be imported.89 In 1955 Canada exported 2.4 million
squares of red cedar shingles,to the United States, although United States
trade data show imports of 2.8 million squares of shakes and shingles in 1955
coming almost entirely from Canada. .The brief submitted to the Commission
on behalf of the Forest Industry Associations of British Columbia predicted
that the industry might succeed in keeping the demand for shingles and
shakes at the same quantity level that has existed over the past ten years.^®

In the chapter on lumber and allied products in the forest industries
study, a relatively pessirnistic view is taken of the prospects of further in
creases in Canada's exports of plywood and veneers. Exports take up only a
small proportion of Canadian softwood plywood production. Softwood
plywood entering the United States is subject to a 20% tariff and it is felt
unlikely that the Canadian industry could compete successfully with the
United States plywood industry with such a tariff. In the United Kingdom,
Canadian softwood plywood competes with low-cost building board from
Sweden and Finland and, unless Canadian prices arepowered relative to
European hardboard, it would not appear that any marked expansion of
exports to the United Kingdom could be expected. Nor is it felt that exports
to other countries could be increased significantly. In the relatively new
har^dwood plywood industry, exports of yellow birch plywood to the United
States have taken an important share of Canadian production. Canada will
probably continue to have an export market in the United States where it is •
noted-that Timber Resource Review estimated that demand for hardwood

plywood and veneer would double between 1952 and 1975. Nevertheless,
large quantities of hardwood raw material are available in the United States,
while readily accessible supplies of high quality birch have been diminishing
in Canada. Also there is growing competition in the United States market
from imported plywoods made of tropical woods. Japan has been the chief

John Davis et al., op. oil.. Chap. 4.

89Stanford Research Institute, op, cil., p. 70, and appended table.

99 Management Research (Western) Ltd., op. cil,, p. 26.
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source of this plywood in the last few years. Thus it is assumed in the study
that 1980 exports will be no larger than average exports in 1952-54.

Softwood veneer is exported mainly by one company in British Columbia
which has a plywood plant in United States. It is felt that it would not seem
likely that any great increase in exports will occur unless other Canadian
companies establish plywood plants in the United States. As regards hard
wood veneer, with growing demand for plywood and veneer in the United
States, the opportunity for sales of veneer in that market should increase
in the future. Again, however, the supply of birch veneer logs may be the
limiting factor and may not allow increased exports of birch veneer.

In considerable measure, future exports of Canadian plywood and veneers
would seem to turn on developments in the United States tariff and on the
availability of birch peeler logs. It may not be unreasonable to anticipate
some increased United States willingness to accept imported construction
materials including plywoods, but it would be dangerous to predict a sub
stantial increase in Canadian exports upon this basis. Unless it can be estab
lished that the supply of birch logs is adequate, only a moderate increase in
Canada's exports of plywood and veneers can be predicted.

Turning to the future of Canada's exports of the other wood (as opposed
to paper) items, it may be suggested that, with growing United States popu
lation and pressure upon domestic resources, it is to be presumed that it will
be possible to increase exports of Christmas trees. In pulpwood, exports
will reflect the pull of demands by the pulp and paper industries in Canada
and the United States. While exports may not increase, the assumption of
continued border trade is perhaps reasonable. If is, however, to be recalled
that since 1937-38 there has been very little increase in the .volume of
Canada's exports of pulpwood.^i Pulpwood and some of the other wood
items may well increase in price in much the same fashion as does lumber.
Special factors, however, affect other of these exports, such as pit props to
the United Kingdom. Manufactured wood products may be expected to
continue to face protectionism in many markets in which they might otherwise
be sold in larger volume.

The chapter on lumber and allied products in the Commission's forest
industries study is as pessimistic on export prospects in hardboard and
insulating board as it is on plywood and veneers. Canada's hardboard in
dustry is primarily a domestic one; in 1952-54, 27% of production was
exported. The quantity of sawmill waste and low-cost wood available in
the United States for the manufacture of fibreboard would suggest that that
country will be able to supply its own requirements and that Canadian
producers could not effectively compete in the market where they are faced
with a 7.5% duty-. While Canada's exports to the United States in 1955 were
considerably larger than the average figure for the three previous years.

SI Stanford Research Institute appeared to suggest a decrease in U.S. imports of Canadian pulpwood {op,
cit., pp. 25 and 58). —
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capacity in the United States is being expanded and it is stated that exports
to the United States could be reduced in the next few years. In the United
Kingdom and other markets, Canadian hardboard has been unable to com
pete on a price basis with low-cost board from Europe. Exports, therefore,
may-be about equal to the 1952-54 average, or below 1955. The price of
hardboard is expected to remain constant relative to the general level of
prices.

The insulating board industry serves mainly the domestic market with
exports in recent years being only about 1% of production, although they
increased in 1955. There is a tariff of 7.5% on shipments to the United
States and Canadian producers have not developed a permanent market in
that country. It is conceivable that a larger and steadier market in the United
States could be developed but, because the industry is able to use a wide
variety of raw materials. United States producers should be able to supply
the domestic requirements. In overseas markets Canadian board meets
competition from low-cost board from Europe and it is unlikely that a large
overseas market could be developed.

The brief to the Commission by the Canadian Pulp and Paper Associ
ation discussed paperboard along with other pulp and paper products',excluding
newsprint. That discussion noted certain general factors which affected this
branch of the industry and which helped to account for the fact that the bulk
of its production went to the domestic market. Included are the facts that
these products must generally face tariff barriers, and the smaller volume
of operations in Canada as compared with those in the United States.
Generally, however, it was assumed that the export and the domestic market
would grow together.93

As regards paperboard (containerboard and boxboard), the Association
Brief noted that before the war 16% of Canadian production was exported.
Since the war the figure had been about 10%. It was, however, assumed that
growing world requirements over the next 25 years might be'^expected to

•result in a relative increase in export demands on the Canadian industry and
that exports might about double. The Pulp and Paper Association also
treated building boards and building papers, including hardboard and insul
ating board, in this section of its brief. Projections on these items were
offered only very tentatively but allowance was made for increased exports.^''

Turning to book, writing and groundwood papers, the Association Brief
noted that 50% of Canada's production of groundwood papers was exported,
but only about 5% of the book and writing papers. Canadian consumption
of these papers was expected to do more than double between 1954 and 1980

92 Stanford Research Institute (pp. cit., pp. 26, 40 and 66) suggested the possibilities of price declines and
a tripling of the U.S. use of hardboard.

93Association Brief, pp. 54-58..

" Ihid., pp. 62-66,
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and exports about to double. The export projections were based on the
assumption that exports would equal 15% of total demand for these grades,
which was regarded as being probably a conservative figure. Exports of
wrapping or kraft papers amounted to about 15% of Canadian production
in the late 1920's and during the 1930's. The volume, however, was not large.
Since'the war, the volume had dechned somewhat to about 5% of production.
Currency restrictions had operated to reduce exports to traditional Common
wealth markets which could be reached under the Commonwealth prefer
ential tariff, while the United States tariff prevented substantial entry into
that market. For the future it was expected that Canadian production
would about double and exports almost tripleby 1980. Production of tissue
and sanitary papers had been almost entirely for domestic consumption and,
while production of these papers was expected to continue to grow, no
attempt was made to project exports or imports.^®

Canada's fine and specialty paper industry was dealt with in a submission
to the Commission by the President of Howard Smith Paper Mills Limited.
The grades covered in this submission included book, writing and ground-
wood papers, tissue and sanitary papers, and certain grades of bleached and
semi-bleached wrapping papers. Sixteen per cent of Canadian production
of these grades was exported and no reason was seen to expect any sub
stantial increase in the export of any of the grades covered, except ground-
wood printing and specialty papers. Various reasons were noted why
Canadian costs in this field tended to be above those of United States mills.

While power might be reasonably cheap in Canada, power was a much less
important, factor in the manufacture of fine paper than in the manufacture
of newsprint. Because of the limited Canadian markets, white paper prod
ucts could not be mass produced in Canada. The submission, however,
included data prepared by the staff of the Canadian Pulp and Paper Associ
ation covering fine paper and book papers. These projections indicated that,
by 1980, the demand for the grades in question would be about two and one-
quarter times what it was in 1955 and it was stated that, if this occurred,
Canadian mills would have taken a long step toward attaining mass produc
tion with its attendant benefits. The projections showed exports of each of
these grades approximately doubling between 1960 and 1980.®®

Projections for the individual items covered in this section suggest that
Canada's exports of "other forest products" may increase from $147 million
in 1954 and $172 million in 1955 to about $250 million in 1980, although
little confidence can be placed in the constituent items. While this is a,
relatively modest increase in comparison with other items in the forest
products group, it will be recalled that little or no volume increase can be
anticipated in the two largest items, namely, pulpwood and shingles.

Ibid., pp. 58-62 and 66-71.

E. Howard Smith, President, Howard Smith Paper Mills Limited, Canada's Fine and Specialty Paper
Industry, Submission to Royal Commission on Canada's Economic Prospects, January 19, 1956,
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12. Asbestos

(a) General Export Position

Canada's domestic exports of unmanufactured asbestos,have risen from
292,000 short tons in 1929 to 391,000 tons in 1937 and to just over a million
tons in 1955. The total value of exports of asbestos and its products in
creased from $13 million in 1929 to $15 million in 1937 and to $98 million

in 1955.9'̂ Imports, consisting entirely of asbestos manufactures, amounted
to $4.1 million in 1955 — somewhat greater than the value of manufactures
included among exports.

Much the most important market for Canadian asbestos is the United
States. In 1955 exports to that country amounted to 57% of the total and
were followed by those to the United Kingdom, amounting to 10%. Other
important markets were the Federal Republic of Germany, France, Aus
tralia, Belgium-Luxembourg,'Japan, and certain Latin American countries.

Sixty-five per cent of the value of Canada's 1955 exports of asbestos and
its products was in the form of milled fibres. Larger in volume, but account
ing for only 32% of the value, was asbestos waste, refuse or shorts. Crude
asbestos accounted for 0.5% of the total and asbestos manufactures for 3%
(considerably higher than in recent previous years). Exports to the United
States were about evenly divided in value between the two major categories,
with milled fibres somewhat more important. Milled fibres, however, were
considerably more important in exports to the more distant major markets,
although the United Kingdom and the Federal Republic of Germany took,
about an equal volume of waste, refuse or shorts.

(Z)} Canadian Production

A high proportion of Canadian asbestos production is exported. In
1954 and 1955 exports accounted for 96% and 94%, respectively, of all ship
ments of unmanufactured asbestos by Canadian mills. Production in
Canada has risen rapidly over the past 30 years. In 1937 shipments were
47% above those of 1926, and from 1937 to 1955 they rose by 159%.®®

(c) Canada!s Place in World Production and Trade

In terms of total tonnage shipped, Canada is much the largest producer
of asbestos in the world. On the basis of data from the United States Bureau

of Mines, Canada accounted for 61% of world production in 1954, followed
by the„U.S.S.R. with an estimated 16%, the Union of South Africa with 7%
(not' including the 2% from Swaziland), Southern Rhodesia with 5%, and
the United States with 3%.®®

9' In the first ten months of 1956, the volume of exports was down by 2% and the value up by 9% over
the same period of the previous year.

D.B.S., Asheslos, January 1956; The Asbestos Mining Indtistry^ 1955\ and Annual Report on the Mineral
Production of Canada, 1935 and 1945.

Data presented by D.B.S. in The Asbestos Mining Industry, J955. "While data in general represent pro
duction, the figure for Canada is for sales.
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Asbestos is not a homogeneous commodity but varies in chemical com
position and in length of fibre. Long-fibre asbestos can be spun and is used
in making clutch facings, brake linings, fireproof curtains, clothing and other
textiles, electrical tape, sheet packings, insulating blankets for steam turbines,
gaskets and acid filters. Short fibres are used principally in the production
of numerous types of building materials, e.g., combined with cement in the
making of roofingand sidingmaterials. Relatively little of Canada's asbestos
(chrysotile) production has been classified as being in the spinning grade,
the chief export sources of which have been in southern Africa. In addition
to the matter of the length of the fibre, Canadian asbestos has had too much
iron for use where high electrical resistance is required and Southern
Rhodesia has been the chief source of such asbestos. But at the same time
as long-fibre and low-iron asbestos have been more desirable for a number
of purposes, including strategic uses, short-fibre asbestos is used in much
larger volume. Thus, in 1950 the United States consumed about 700,000
tons of short fibre as against 30,000 tons of the spinning grades. Further,
this picture has been altered by the development of the deposits in the
Cassiar district "of British Columbia which contain an exceptionally large
proportion of low-iron spinning fibre.i'"'

The United States, although the world's largest consumer and manu
facturer of asbestos products, depends upon imports for 92% to 96% of its
total needs of asbestos and for at least 99% of its requirements of spinning
grades.ioi United States trade statistics show that imports of unmanu
factured asbestos, which enters free of duty, amounted to 705,000 short
tons in 1950 and 740,000 tons in 1955. Of this latter amount 699,000 tons
came from Canada, 37,000 tons from southern Africa and 4,000 tons from
other countries.

In 1955 Canada supplied 48% of the volume and 37% of the value of
United Kingdom asbestos imports, with almost "all of the remainder coming
from southern Africa. This compares with a 1937 Canadian share of 37%
of the volume and 27% of the value. Thus, Canada has achieved a higher,
postwar share of an import volume which almost tripled. Shipments from
southern Africa, however, still exceed those from Canada and, because of
the cheaper grade product produced in Canada, the excess is greater in value
than in volume.

{d) Market Outlook

As regards the future demand for asbestos, the Paley Report expected
that United States consumption would continue to grow but at a slower
rate than had been experienced in the past. In 1975, the demand for spinning
grades was expected to be about 50,000 short tons and that for short-fibre

100 Paley Report, Vol. II, p. 91; and U.S. Department of the Interior, Bureau of Mines, Mineral Facts and
Problems, Bulletin 556, U.S. Government Printing Office, Washington, D.C., 1956, pp. 77-85.

101 U.S. Department of the"Interior, Bureau of Mines, op. cit., p. 81.
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grades about one million tons. This would mean an increase in the use of
short-fibre asbestos of 43% above 1950. United States domestic resources
were not expected to meet more than the small fraction of the demand that
they had in the past. For other countries of the free world,'the same rates of
growth were assumed. Reserves in Canada and' southern Africa appeared
adequate to support this increase.i^^

The Paley Report rioted, however, that substitution for asbestos was a
possibility. Glass fibres were already providing some competition, but
general substitution was'not in sight as long as the production costs of
chemically stable glass fibres continued to be high. Not much headway
had been made in the development of synthetic asbestos. More favourable
to Canadian prospects, the Report also noted that the future might welF
bring increasing intensification and diversification of processing methods for
natural asbestos, ultimately permitting the production of a variety of grades
from one stock.i®3

The more recent study by the United States Bureau of Mines stated that
until recently the major problems in asbestos were procurement of adequate
supplies of both ordinary and low-iron chrysotile; purification of ordinary
asbestos to render it acceptable as a low-iron type; substitution of other
materials (such as fibre glass) for both low-iron and ordinary asbestos; and
development of substitutes for amosite (produced exclusively in Africa).
With increasing Canadian mill capacity, the production of low-iron chryso
tile in British Columbia and the development of substitutes for amosite, the
situation had changed sharply in 1954.10^

The Bureau of Mines stated that the trend in United States asbestos

consumption followed the trend of industrial production and building con
struction. Because of its fire resistant, fibrous structure, asbestos was con
stantly finding new uses where satisfactory substitutes were uncommon, and
a strong and growing demand for asbestos was anticipated by the industry.
To meet these needs, production facilities were increasing. In the Quebec
asbestos area, a large new mill has recently come into production and another
one was ready for operation early in 1955. A new asbestos mining project
involving the expenditure of many milhon dollars would probably reach the
production stage in four or five years.i®® in northern British Columbia, a new
mill went into regular production in July 1954. The deposit contained an
exceptionally large proportion of low-iron spinning fibre. Annual produc
tion, beginning July 1, 1954, was estimated by the company at 10,000 tons of
spinning fibre. Several mines in the Union of South Africa and Southern

Paley Report, Vo], II, pp. 91-92.

"3 Ihid., Vol. II, p. 92.

10* U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 77-85.

105 Tiie press has contained a number of reports on the expansion of Quebec facilities. See for example The
Financial Post, Toronto, January 21, February 4, and May 26, 1956; and The Gazette, Montreal, May
22, June 25, July 20, and September 10, 1956.
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Rhodesia were expected to reach the production stage in the near future.
No significant new sources of asbestos, however, were in sight in the
United States.

One of the most critical situations in asbestos had been the shortage of
low-iron chrysotile used by the United States Navy for electric cable insul
ation. Conditions had, however, changed greatly with the new development
in British Columbia which would evidently produce about five times as much
as had been obtained from Southern Rhodesia and as a result of new designs
of shipboard cable which did not require non-ferrous asbestos fibre. At the
same time, it was noted that research was continuing'on removing iron from
Canadian asbestos to make it suitable for electrical insulation.

The future of the Canadian asbestos mining industry was considered in a
submission,to the Commission by Mr. A. L. Penhale, President and Manag
ing Director of Asbestos Corporation Limited. This consideration was
based upon the assumptions, inter alia, that synthetic asbestos would not
become a commercial reality and that Canadian asbestos ore reserves, though
already adequate to sustain production at present or even greatly increased
rates of production for at least 25 years, would be substantially augmented
during that period. With respect to the latter of these assumptions, Mr.
Penhale examined the matter of ore reserves and their replacement and con
cluded that, from this examination, "it will be surmised that the Canadian
asbestos mining industry has little to fear from depletion of its deposits
during this century or -even beyond."!"® With these assumptions, it was
stated to be confidently expected that production and sales of Canadian
asbestos'would increase 80% between 1955 and 1980. This outlook was
primarily predicated-on the projected economic trends for industrial coun
tries, notably the United States. The geographical distribution of Canadian
asbestos fibre sales was not expected to vary appreciably from the present
pattern, although the relaxation of trade barriers would likely result in in
creased shipments to some areas, notably certain countries in South America.
The industrialization of other countries would also give rise to expanding
markets for asbestos products. Various reasons were given why the large
scale processing in Canada of asbestos for world markets was not con
sidered economically feasible under present conditions: asbestos is usually
only a minor component of the manufactured article; competition is severe
in the field of building materials and the freight on asbestos cement products
rules out their manufacture at a distance; manufactures bear duties whereas
raw asbestos generally moves free of duty; and the capital investment re
quired would be huge. It was felt that export duties on raw asbestos, to
encourage and enlarge domestic manufacturing industry, would jeopardize
the competitive position of Canadian asbestos. In the course of his sub-

10® A. L. Penhale, President and Managing Director, Asbestos Corporation Limited, Thetford Mines, Quebec,
and President of the Canadian Institute of Mining and Metallurgy, Memorandum to the Royal Commission
on Canada's Economic Prospects on the SuljeU of The Canadian Asbestos Mining Industry, Montreal,
February 22, 1956.
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mission, Mr. Penhale also noted that, apart from any other_considerations,
competition from South African and Rhodesian fibre was more pronounced
in countries whose economies were oriented-toward sterling. Russian asbes

tos was generally sold more cheaply than Canadian .and often for payment
in local currencies under barter or trade agreements. Its quality was
intrinsically as good but its preparation for market had lacked the care and
uniformity of treatment accorded to Canadian production.

With respect to deposits outside the Province of Quebec, asbestos is also
mined near Matheson in Northern Ontario. There have recently been

favourable reports on developments in Newfoundland and the suggestion
that one mine might be producing within three years.i"'' The Mining Associ-

^ation of British Columbia noted that the Cassiar Asbestos Corporation, the
property of which came into production in 1953, had plentiful ore reserves of
a high quahty, although heavy transportation costs and the cost of energy
in use made the mining of anything but the higher grades impossible.!"®

The Paley Report anticipated that free world demand for asbestos would
increase by 43% between 1950 and 1975. Between 1950 and 1955, however,
Canada's exports of unmanufactured asbestos increased by 21% in volume.
The United States Bureau of Mines 'study offered no exact projection of
consumption but would appear to be relatively optimistic, especially for con
sumption of Canadian asbestos. Mr. Penhale has suggested that Canada's
exports might increaseby 80% between 1955 and 1980, although he indicated
that his optimismmust be temperedby the possibility of asbestos from other
sources, substitutes and synthetics. If these exports were valued at 1955
average values, this would mean exports in 1980 amounting to about $175
million. The past has seen a tendency for a more rapid growth in exports of
asbestos waste, refuse or shorts, the least valuable of Canada's various
asbestos exports. On the other hand, developments in British Columbia
should make possible increasing exports of long-fibre, low-iron asbestos and
it is also possible that asbestos manufactures may make up an increasing,
although still small, proportion of Canada's exports. Further, asbestos
prices have risen between 1955 and 1956, more than offsetting the small
(2%) decline in production between the two years.!"" Iq the light of these
considerations, Canada's exports of asbestos and products are projected as
rising-from $84 million in 1954 and $98 million in 1955 to $175 million in
1980, distributed about as in recent years. This forecast could be upset by
the development of cheap substitutes or synthetic asbestos, or, if demand
continues to grow at something like recent rates, it could prove to be too low.

107 The Financial Post, Toronto, July 14, 1956, and January 7. 1957; and The Gazelle, Montreal, July 16,
1956, and January 3, 1957.

Mining Association of British Columbia, Submission to the Royal Commission on Canada's Economic
Prospects, December 31, 1955, p. 12.

100 p.B.S., Preliminary Esltmale of Canada's Mineral Production, J956.
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13. Petroleum and Products^^^

(a) General Export Position

In 1937-38, Canada had virtually no domestic exports of crude oil.
Exports of petroleum products averaged only slightly more than $1 milhon,
with somewhat over half going to Newfoundland. After the war, petroleum
and products exports reached a temporary peak of $9.3 million in 1948.
Of this amount, $5.2 million went to Newfoundland and $1.2 million to the
United States. Crude oil exports were valued at less than $3,000 and dis
appeared completely in the next two years. Beginning with 1951, however,
exports of crude oil to the United States have become important and total
exports of petroleum and petroleum products have grown rapidly. From
$300,000 in 1950, they rose to $9 million in 1954„ to $40 million in 1955, and
to $94 million in the first 10 months of 1956. Of this last amount, $84 million
consisted of crude oil, $300,000 to Japan and the balance to the United States.

In 1955, 98.9% of the $39.9 million of total exports of petroleum and
products went to the United States, 0.6% to St. Pierre and Miquelon, 0.4%
to Brazil, and only 0.1% to all other markets. Of the $39.5 million to the
United States, almost 92% was in the form of crude oil, almost 5% was
gasoline and naphtha," and over 3% fuel oil.

Petroleum and products have long been important among Canada's,
imports and from 1947 to 1951 were the most important commodity under
the Bank of Canada's import classification. These imports have risen in the
postwar period but the rise, particularly since 1948, has been less rapid than
the rise in total imports. Nevertheless, total 1955 imports of $374 milhon
were more than nine times total exports.

(b) Canadian Production

As a result of the discovery of new oil fields in Alberta and of the increase
in production there, and to a less extent in Saskatchewan and Manitoba,
Canada's crude oil production has grown from seven milhon barrels in 1947.
to 129 milhon barrels in 1955.1" of the 1955 total, almost 88% came from
Alberta, almost 9% from Saskatchewan and 3% from Manitoba. In the late
1940's, Canadian oil production lagged behind discoveries, so that the
production of crude oil fell from 4.8% of proven year-end reserves in 1947
to 2.3% in 1948 and 1949. By 1955, however, the ratio had risen to 5.1%."2

In this section it is assumed that Middle Eastern oil will, after the present interruption, become avail
able, particularly to Western Europe, in the quantities and under the conditions which might have been
expected in the first half of 1956. If this should not be the case, however, the requirements for Canadian
oil might be considerably increased. On Western Europe's future oil requirements see Oil: The Outlook
for Europe, a study by the Oil Committee, Organisation for European Economic Co-operation, Paris,

- September 1956.

Pr9duction rose further in 1956, to about 170 million barrels (D.B.S., Preliminary Estimate of Canada's
Mineral Production, 1956). During 1956 British Columbia became a producing province as a result of
developments m the Fort St. John area {The Fiiiancial Post, Toronto, September 29, 1956).

"2 Bank of Canada, Statistical Summary, August 1956. When the Paley Report was written, production
of crude oil in the TJnited States was 1% to 8% of proven reserves (Vol. Ill, p. 11).
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While Canadian consumption of petroleum products more than doubled
between 1947 and 1955, Canadian production of crude oil rose from 7% of
domestic consumption to 56%. Most Canadian output has, in fact, gone into
domestic consumption. In 1954 exports accounted for only 3% of produc
tion and, ih 1955, 14% of production was exported.n^

(c) Canada's Place in World Production and Trade

The pubhcation World Oil has estimated that in 1955 the United States
accounted for 44% of the world's crude oil production. Venezuela produced
14% of the total, other countries in the Western Hemisphere 6%, the coun
tries in the Persian Gulf area 21%, the U.S.S.R. and Eastern Europe 11%,
and other countries in the Eastern Hemisphere 4%. Within the other
countries of the Western Hemisphere, Canada accounted for 2.25% of the
world total. From 1947 to 1955, world production of crude oil increased by
84% while that in the United States rose by only 33%. The greatest absolute
increase occurred in the Persian Gulf area (Bahrein, Iran, Iraq, Kuwait,
Qatar and Saudi Arabia) where production increased by 280% from 10% to
21% of the world total. Production in the U.S.S.R. and Eastern Europe
(including Austria but accounted for mostly by the U.S.S.R.) increased by
161%.ii4

On the basis of 1955 data pubhshed by the United Nations,-the United
States, despite its vast production, was the world's largest importer of
petroleum and products. United States imports of over US$ 1 bilhon were
followed by those of the United Kingdom at $940 million. France was in
third place with about $570 million and Canada,fourth with $375 million.
Middle Eastern sources dominated the important markets in the United
Kingdom and Western Europe, while the United States relied on the Carib
bean area for 59% of its imports of crude and partly refined petroleum and
for 61%, of its imports of products.n^ ^

United States imports of crude oil exceeded exports in every year from
1946 to 1955 and, since 1950, the same was true for petroleum product^.
In 1955, United States imports of crude oil were 285 million barrels, while
imports of refined products were 169 million barrels and total net imports
amounted to 319 million barrels. It has been estimated that the total United
States demand for petroleum products in 1955 was 3,183 million barrels,
3,048 million domestic demand and 135 million exports. As stocks rose by
6.5 million barrels, the total new supply was 3,189.5 million barrels. Of this
supply, 86% came from domestic production of crude oil and other oils and
14% was imported (9% as crude oil and 5% as refined products).ii®

Bank of Canada, op, cil.

in World Oil, February IS, 1956, p. 186; and Bank of Canada, oP. cil.

115 United Nations, Commodity Trade Statistics, January-December 1955. The listing in the text excludes
the heavy imports of Venezuelan oil for refining in the Netherlands Antilles.

115 Data from the U.S. Bureau of Mines published in World Oil, February 15, 1956, pp. 76 and 80-83,
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As noted, the United States obtained most of its 1955 petroleum imports
from the Caribbean area. United States trade data show imports of 467 mil
lion barrels of petroleum and products valued at $1,024 million. If paraffin,
paraffin wax, petroleum jelly and asphalt are added, the value was $1,032
million. Of these imports, 44.5% by volume and 47% by value came from
Venezuela. -Next in importance was the Netherlands Antilles with 21% of
the total volume, followed by Kuwait (12%), Saudi Arabia (6%), Mexico,
Canada, Indonesia, Colombia, Iraq and Arabia. Canada provided 3.6% of
the total volume and 4.3% of the value, as compared with 0.7% and 1.0%
in 1954. Of the total imports of crude oil, Canada's share was 5.5% by
volume and 6.3% by value in 1955.

An article in the Survey of Current Business has noted that, during the
1948-49 period of adjustment in United States business activity, the demand
for petroleum remained stable and imports increased, so that part of the

•dechne in imports of most other types of raw materials was offset. From
1953 to 1954, United States consumption of petroleum increased and oil
imports were maintained, although imports of a number of other industrial
materials again declined. By the first half of 1955, imports of petroleum and
productshad reached 9% of total United States importsof allcommodities.!!'̂

{d) Market Outlook

In the Paley Report study on oil, which appeared as Chapter 1 of
Yolnme III, a vigorous growth in the free world's demand for oil products
was expected;!!^

Between 1950 and 1975, United States consnmption of petroleum prod
ucts was expected to increase by 110%. This increase was slower than in the
past, but the number of passenger cars was expected to increasemore slowly
and they were projected to consume only about 75% more fuel in 1975.
With a stringent supply situation in 1975 consumption could be less; with
technical advances it could be greater. A forced shift away from liquid fuels
would be particularly difficult in transportation. This, however, need never
occur. After United States crude, foreign crude was available and recourse
could' be had to synthetics produced from oil shale and coal, of which the
United States had large supplies.

In 1950 the rest of the free world consumed only a fittle more than half
as much oil as did the United States and its consumption could be expected
to increase more rapidly than that in the United States. Thus an increase
by 275% was projected for 1975. Adequate supplies of crude oil should be
available to meet this increased consumption. While United States produc-

•17 Mane T. Bradshaw^ Daniel Roxon and Max Lechter, "Imports and Domestic Business", Survey of
Current Business, U.S. Department of Commerce, November 1955, pp. 18-20.

•'8 In addition to the chapter cited in the text, oil is considered elsewhere in the Paley Report. See especially
Vol. I. pp. 107-111; Vol. II. pp. 129, 165-169, and 198-199; Vol. IV, pp. 16-17, 171-178, and 193-212;
and Vol. V, pp. 99-106.

See also U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 601-680.
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tion in 1950 was 8% of known reserves, that of the rest of the free world whs
only 3.2%.ii® The Middle East and Venezuela could greatly increase their
production; Canadian production might soon support net exports.

The Paley Report suggested that a hypothetical balance sheet of 1975
world oil supplies might look somethinglike that presented in the following
table. This pattern would involve United States net imports increasing to
almost five times their 1950 level. Exports from the rest of the Western
Hemisphere, however, were not expected to keep pace with United States
imports, so that in 1975 about half of the United Stateŝ deficit would be
covered by net imports from the Eastern Hemisphere.

World production and consumption of petroleum products have in
creased greatly since the Paley Report was written. Between 1950 and 1955,
crude-oil production grew from 10.4 million barrels to 15.3 million barrels
per day. Outside the Soviet bloc, 1955 crude oil production was 13.7million
barrels daily, up 41% from production of 9.7 million barrels in 1950. Mean
while, United States demand reached 8.4 million barrels per day in 1955.120

Hypothetical Pattern of Free World Oil Supplies and
Demand in 1975 Compared with 1950

(millions of barrels per day) j

Apparent Net imports —
Region Production consumption Net exports-f

1950 1975 1950 1975 1950 1975

United States 5.9 ,11.2 (a) 6.4 13.7 —6.5 , —2.5
Other Western

Hemisphere 2.0 5.9 1.2 4.6 -fO.S -|-1.3
Total Western-

Hemisphere 7.9 17.1 7.6 18.3 -fO.3 —1.2

Europe 0.1 0.3(a) 1.2 4.0 —1.1 —3.7
Middle East and other

Eastern Hemis

phere 2.0 9.4 1.1 • 4.5 -1-0.9 -|-4.9
Total Eastern Hemis

phere 2.1 9.7 2.3 8.5 —0.2 +1.2

Free world excluding
U.S.,. 4.1 15.6. 3.5 13.1 -fO.6 -+-2.5

Total free world.... 10.0 26.8 9.9 "26.8 -fO.l —

(a) Crude oil, natural gas liquids, shale oil and other synthetics.

Source; Paley Reporl, Vol. Ill, p. 10. The 1950 data were from the U.S. Bureau of Mines.

PaieyReporl, Vol. I, p. xii. More recently it has beennoted that 87% of U.S. wildcat drilling in recent
ye^r§'had resulted in dry holes {World Oil, February 15, 1956, p. 109).

120 World Oil, February 15, 1956, pp. 76 and 186-189.
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A more recent study published by the Petroleum Department of the
Chase Manhattan Bank suggested that, for both the United States and the
rest of the free world as a whole, the Paley targets for consumption in 1975
would have been almost reached by 1965. It further suggested that United
States net imports in 1965 would exceed the Paley projections for 1975.
The approach employed in the study yielded some 20 different estimates,
from which a selection of plausible demandfigures was made. On this basis,
it was anticipated that, from 1955 to 1965, United States oil consumption
would rise 53% to 12.8 million barrels daily. Consumptionin the rest of the
free world was expected to rise 103% to 12million barrels daily.i^i

While the study suggested that there were ample proved oil reserves in
the world to meet the anticipated needs of the next decade, these reserves
were unequally distributed relative to the areas of greatest consumption.
In the Middle East, the United States (offshore), Canada and a few other

Table 7

CALCULATION OF FREE FOREIGN WORLD CRUDE OIL
PRODUCTION REQUIRED TO BALANCE TOTAL DEMAND

(thousand barrels a day)

1950 1955 1960 1965

United States

Domestic use.-. 6,507 8,380 10,300 12,800

Exports • 305 365 275 200

Total demand 6,812 8,745 10,575 13,000

Inventory change - 56 - 17 + 75 + 75
Production — crude oil 5,407 6,775 7,860 8,700

nat. gas liquids 499 720 1,010 1,170

Total production 5,906 7,495 8,870 9,870

Excess requirements over
production 850 1,233 1,780 3,205

Free foreign
Domestic use 3,578 5,900 8,400 12,000

Exports 850 1,233 1,780 3,205

Total demand 4,428' 7,133 10,180 15,205

Inventory change — + 162 + 75 + 75

Imports from U.S 305 365 275 200

Other sources (a) —
100 200 400

Required crude oil production
to meet demand 4,123 6,830 9,780 14,680

(a) Includesproductionof synthetics and natural gas liquids and imports from Soviet-controlled countries.

Source: Joseph E. Pogue and Kenneth E. Hill, Future Growth and Financial Requirements of the World
Petroleum Industry, Petroleum Department, the Chase Manhattan Bank, New York, February
21, 1956, p. 28.

I'l Joseph E. Pogue and Kenneth E. Hill, Future Growth and Financial Requirements of the WorldPetroleum
Industry, Petroleum Department, the Chase Manhattan Bank, New York, prepared for presentation
at the Annual Meeting" of the American Institute of Mining, Metallurgical and Petroleum Engineers,
Petroleum Branch, February 21, 1956. In the introduction to the study, it was noted that the objectives
sought were not specific forecasts as such, but rather growth patterns from which practical deductions
might be drawn.
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areas, reserves were large in respect to'requirements and output could be
increased freely by drilling more wells. On the other hand, in the United
States (onshore), Venezuela and most small-producing countries of the world,
the ratio of reserves to needs was moderate and output would have to 'be
more closely attuned to the rate of discovery of new oil.

Various approaches suggested the result that, from 1955 to 1965, United
States production of crude oil and natural gas liquids would rise 32% to 9.9
million barrels daily. If the rest of the free world was to supply its own net
requirements and the net import requirements of the United States, its
production would have to increase by 115% to 14.7 million barrels daily.
These estimates and .the calculations leading up to them are presented in
Table 7. There it is indicated that, perhaps except for the possibility of
synthetics. United States net imports were expected to rise from less than
one million barrels daily in 1955 to three million barrels daily in 1965. In
the study's consideration of the sources of supply to meet the requirements
which have been indicated, the Middle East became the balancing factor in
equating world supply and demand. Canada appeared as the fastest growing
major supplier of crude oil with production almost tripling between 1955
and 1965 when it was estimated at a million barrels daily.

The Commission received a number of valuable briefs from the Canadian

oil industry.122 Of these, the carefully worked out presentation by Imperial
Oil Limited was generally the most optimistic on exports and Canadian
production. At the outset, the Imperial Brief emphasized that its purpose
was solely to outline the broad course which might be anticipated for the
Canadian petroleum industry, under assumed conditions, rather than to pro
vide specific forecasts of future economic activity. On the basis of a 1980
G.N.P. in excess of $60 billion (1955 dollars) and a population of 24.5
million, Canadian requirements for petroleum were seen as growing from
623,000 barrels daily in 1955 to 1,753,000 barrels daily in 1980.123 The sub
stantial volume of crude oil required to supply Canadian refineries would be

122 Canadian Petroleum Association, A Submission io Ihe Royal Commission on^Canada's Economic Future
•with respect to tlu Potential Development of the Oil and'Gas Industry in Canada, filed November 18, 1955,
for Hearing November 24, 1955;

Brief Presented by Bailey Selburn Oil and Gas Ltd, before the Royal Commission on Canada's Economic
Prospects, Toronto, January 26, 1956 (the brief was presented to the Commission in Ottawa on March

•'6,1956);

M. S. Beringer, President, the British American Oil Company Limited, Toronto, A Submission to the
Royal Commission on Canada's Economic Prospects, January 23. 1956;

The California Standard Company, Submission to the Royal Commission on Canada's Economic Prospects',

E. D. Loughney, Vice-President, Canadian Gulf Oil Company, Calgary, A Submission to the Royal Com
mission on Canada's Economic Prospects, November 24, 1955;

Glenn E. Nielson, President of Husky Oil and Refining Ltd., Statement before the Royal Commission
, on Canada's Economic Prospects, Calgary, November 25, 1955;

Imperial Oil Limited, Prospects for Canada's Oil Industry, 1955—1980, December 1955; and

W. M. V. Ash, President, Shell Oil Company of Canada, Limited, Petroleum in Canada's Economy, A
Submission to the Royal Commission on Canada's Economic Prospects, January 30, 1956,

125 The Commission's forecasts are for a G.N.P. of $76 billion and a population of 26.65 million. The Cana
dian Petroleum Association's brief put Canadian demand in 1980 at 1,762,000 barrels a day, while that
of the British American Oil Company suggested 2,082,000 bbls. daily.
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predominantly from domestic crude oil production, although some imports
would continue to be required.i^i Calculations were based on supplying
Canadian crude to existing markets through' 1960, with Montreal refineries
included by 1980.

Crude oil exports, which were expected to approximate 52,000 barrels
daily in 1955, might reach 175,000 barrels daily by 1960 with further expan
sion in those markets being served by Canadian oil.i^s These markets —
the Lakehead /Minneapolis area and the Puget Sound area— might require
at least 600,000 barrels daily by 1980 and possibly more. If crude oil
deficiencies of the order anticipated in the Paley Report were to develop
before the end of the period, Canada might reasonably expect to export up
to a million barrels per day of additional crude. As indicated in the following
table, these various possibilities lead to a required Canadian production of
crude oil and natural gas liquids of 352,000 barrels daily in 1955, 605,000
barrels daily in 1960 and from two million to three million barrels daily
in 1980.126

Canadian Crude and Product Supply and Demand
(thousands of barrels daily) .

1980

1955 1960 Case A Case B

Crude production 359 (a) 598 (fo) 2,000 3,000
Crude imports 226 260 110 110
Product imports .-. 93 125 253 253
Crude exports 55 175 610 1,610

Crude and product demand 623 808 1,753 1,753
(a) Includes 7,000 b/d withdrawal from inventory.

(&) Excludes 7,000 b/d of surplus field^plant production.

Source: Imperial Oil Limited, Prospects for Canada's Oil Indxistry, 1955-1980, December 1955, p. 14.

The nextquestion raisedin theImperial OilBriefconcerned the possibility
of Canada producing crude oil in the magnitudeindicated in the above table.
In"the light of various considerations, two projections of reserves weremade;
Case A, based on current proven reserves of three billion barrels, and Case B
on Iproven and probable reserves, totalling 4.5 billion barrels.i27 These
estimates indicated that, by 1980, 23.6 billion barrels would have been found
in Case A and 30.4 billion barrels in Case B. Taking into account the two
projected producing rates in the preceding table, this meant that remaining

Imports of certain products, predominantly heavy fuel oil in the later years, would also be required.
125 The trade statistics show that in 1955 crude oil exports reached only about 41,000 barrels daily. In the

first ten months of 1956, however, they rose to 114,000 barrels daily.

126 In contrast to the export surplus foreseen here for 1980, the Canadian Petroleum Association expected
the import gap to remain almost unchanged and the British American Oil Company appeared to assume
little more than net self-sufficiency.

At the end of 1955, proven reserves were 2,510 million barrels of crude oil and 247 million barrels of
natural gas liquids (Bank of Canada, op. cil.).
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reserves would amount to 13.3 billion barrels for Case A and 17.4 billion
barrels for Case Comparisons with the oil finding history in the United
States and other oil producing regions indicated that such volumes of oil
were quite reasonable. The estimates are summarized in the following table.

Production, Producibility and Reserves

Year end

Produc- Product- Prod, as % remaining
tion biiity of pro- reserves

M b/d M b/d ducibility MM bbls.

1955 352 655 54 3,000
1960 605 1,380 44 6,600
1980 Case A 2,000 2,800 71 13,300

Case B 3,000 3,800 79 17,400
Source; Imperial Oil Limited, Prospects for Canada's Oil Industry, 1955-1980, December 1955, p. 17.

During the 1960's, it was felt likely that there would be a substantial
excess of potential over actual production. This problem of excess capacity
in the mid-term might act as a deterrent to increased exploration activity to
the extent that Case B might be difficult to approach by 1980. However,
pressures of competition and the favourable circumstances existing sug
gested that the present level of activity was reasonable and that a modest
rate of growth could be expected in spite of short-run adversities. It was
assumed that activity would start to increase more rapidly as soon as more
favourable markets appeared on the horizon, and that the expansion might
take place a year or two before being really justified by the size of the market.
This would have a tendency to prolong the excess producibihty but also
would provide the capacity required for the more rapid expansion anticipated
in the 1970's.

The figures discussed in the Imperial Oil Brief did not include the reserves
in the McMurray Tar Sands deposit which had been variously estimated at
from 100 billion to 300 billion barrels. The development of these reserves
posed some very difficult technical problems and both the location and the
quality of the oil had been major deterrents to development.i^a Recently,
however, Royalite Oil Co. Ltd. announced plans for the spending of $50
million on development of these resources.

The Imperial Oil Brief forecasts crude oil exports rising to 610,000 barrels
daily in 1980, assuming oil flows only to existing markets, or to 1,610,000
barrels daily, assuming a larger share in supplying the United States petro-

^28 The brief of the Canadian Petroleum Association forecast liquid hydrocarbon reserves in 1980 at 10.8
billion barrels of which 8.6 billion would be crude oil, while that of the Canadian Gulf Oil Company
expected remaining reserves of crude oil and natural gas liquids to rise to 9.5 billion barrels in 1980.

See also The Athabasca Oil Sands, a Submission to the Commission by S. M. Blair; and Government of .
the Province of Alberta, Alberta's Economic Prospects (revision of the Brief to the Commission), Ed
monton, December 1955, pp. 137—143.

ISO The Gazette, Montreal, January 14, 1957.
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leum deficiency. At 1955 unit values (Can. S2.44 per barrel) this would
mean exports valued at $544 million or at $1,436 million, not allowing for
additional exports of petroleum products or' for the fact that some of the
exports taken into account might be in the form of the higher priced
products.181

Assuming, as Imperial Oil would appear to believe, that this crude oil,
plus the amount needed to satisfy Canadian demands not met by imports,
can be produced in Canada, the basic question becomes how much the
United States will be prepared to take. Forecasts examined earlier in this
section point to a United States oil deficit of far greater magnitude than the
projected Canadian exports, and the Commission's study, Canadian Energy
Prospects, suggests that United States demand (and Canadian export supply)
can safely be projected at something like 1.6 million barrels daily. The
desire to get this oil from nearby sources for security reasons is already strong
and "will be further strengthened if difficulties continue in the Middle East.
Recent United States restrictionist action may delay developments but, un
less there is a large shift to synthetics, this could hardly have signiffcant
long-run effects in holding down Canadian shipments. Nor.is the United
States tariff of 10.5c. a barrel on most Canadian crude expected to interfere
with the achievement of these results.

It would.thus seem that results in 1980 might be close to the second-case
presented by Imperial Oil Limited, a conclusion also reached after the
lengthy analysis in the Commission's energy study.i^^ 1955 export
price, 1.6 million barrels daily would mean annual exports of $1,425 million.
Adding a conservative allowance for exports of petroleum products, which
yielded $3.7 million in 1955, the projection for exports of petroleum and
products-in 1980 is offered here at $1,450 million. These exports are valued
at the point of lading which is the entrance to the pipeline, so that, in addi
tion, there will be a great increase in the earnings of the carriers.i^s

14. Natural Gas

(a) General Export Position

Although a special United States permit has allowed natural gas to be
piped from Alberta to a copper smelter in Montana since 1952, Canada's
trade statistics do not at present show separate data on these exports.
United States trade data, however, show imports of natural gas from Canada
amounting to 7.7 billion cubic feet and US$ 913,000 in 1954 and to 10.9
billion cubic feet and $1.3 million in 1955. For the future, arrangements
have been made for the export of natural gas to the United States Pacific

"1 No account is taken of the increase of 18c. a barrel in the wellhead price announced by Imperial Oil
Limited in January 1957 (The Ottawa Journal, January 16, 1957).

1'- The Imperial brief (on p. 17) states that the first case "is regarded as a conservative piojection of probable
minimum demand".

"5 See Part A, Chap. 4, Section III (&) of this study.
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Northwest and, as is well known, the question of the export of Alberta
gas at Emerson, Manitoba, is before the United States Federal Power
Commission.!®''

(b) Canadian Production and Reserves

Associated with the oil developments in the West, Canada's production
of natural gas has increased rapidly in the postwar period. In 1945 and in
1946, 48 billion cubic feet of natural gas were produced. By, 1955, the figure
had risen to 151 billion cubic feet and in 1956 it was 173 billion. Of the 1955

total, 88% was produced in Alberta, 7.5% in Ontario and about 4.5% in
Saskatchewan. Minor amounts were also produced in New Brunswick and
the Northwest Territories.'®®

As presently known, Canada's major gas reserves are located in the
Province of Alberta. Substantial reserves, however, also exist in the Peace
River district of Alberta and British Columbia and a pipeline is being built
to move this gas to the Pacific Northwest. Gas also occurs elsewhere in the
country. What has been described as a major find has occurred in British
Columbia north of the Peace River, and it has been reported that some suc
cess was achieved from offshore drilling in the Ontario waters' of Lake Erie,
Lake St. Clair and Lake Huron in the summer of 1956.'®®

The problems of the estimation of gas reserves and the magnitude of the
amount in various estimates need not be spelled out in this study. Estimates
were suggested in the briefs to the Commission by the Provinces of Alberta
and British Columbia and the vice-president of Canadian Gulf Oil Com-
pany.!®'! The matter is reviewed in the Commission's energy study which
takes a more optimistic view of the size of remaining marketable reserves in
1980, suggesting that they will be sufficient to support annual marketed
production of three trillion cubic feet for 25 years, allowing for a growth of
4% per annum with respect to two trillion cubic feet of this production.'®®

(c) Market Outlook

In the Paley Report, it was stated that it was expected that new discoveries
of natural gas in the United States would run at about 6,000 cubic feet of

•recoverable gas per barrel of recoverable oil. While substantial imports of
natural gas might eventually come in from Canada and Mexico, these were
likely to be small relative to the total future United States demand. Existing

U.S. Department of the Interior, Bureau of Mines, op. cil., p. 665; Government of the Province of Alberta,
op. cit., pp. 117—118; and Canadian and U.S. trade data.

135 D.B.S., Crude Petroleum and Natural Gas Industry, 1954; Crude Petroleum, Natural Gas and Manufactured
Gas, December 1955; and Preliminary Estimate of Canada's Mineral Production, 1956. Production data
do not include waste gas burned in the field.

15® The Financial Post, Toronto, March 31, April 28, and August 25, 1956.

137 Government of the Province of Alberta, op. ctt., pp. 116-119; Government of the Province of British
Columbia, Documentary Suhinission to the Royal Commission on Canada's Economic Prospects, Victoria,
August 1, 1956, p. 32; and E. D. Loughney, oP. cit.

155 John Davis, Canadian Energy Prospects, Chap. 4, fourth section.
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and currently prospective costs of deriving gas from coal were so high that
the processes did not promise to be economic for any but very high-grade
special uses, such as household cooking. Improved methods of obtaining
gas from coal were being sought, however, and the prospects might be con
siderably improved by 1975. Even if long-run petroleum output settled down
to 2.5 billion barrels a year, natural gas production might in the meantime
reach a peak of say 18 trillion to 20 trillion cubic feet and then gradually
decline to the long-term level of 15 trillion, later to fall off from that level as
domestic petroleum production fell off from the 2.5 billion barrel annual
level. How much gas would be consumed would depend fundamentally on
the available supplies and more immediately on the price structure likely to
result from the relation of those available supplies to future demand. The
Report, nevertheless, offered the projection that the consumption of natural
gas would increase by 138% from 6.3 trillion cubic feet in 1950 to 15 trillion
feet in 1975. Because of the responsiveness of the undifferentiated energy
markets to price differentials, this projection was stated to be subject to a
particularly wide margin of error.^^®

According to the more recent study by the United States Bureau of
Mines, future consumption and production of natural gas would depend
largely upon the success of future exploration in providing adequate supplies.
The United States economy in 1975 should easily find use for twice as much
natural gas as was consumed in 1950.1^"

Export prospects for Canadian natural gas may be considered in terms
of three potential market areas. These are the United States Pacific North
west, the Rocky Mountain area and the Middle West (the area south and
west of the Great Lakes). With respect to the Pacific Northwest, the sub
mission to the Commission by the Government of British Columbia stated
that the first pipeline of the Westcoast Transmission Company, to be com
pleted by November 1957, would have a capacity of 660 million cubic feet
a day at full capacity, with 300 million cubic feet or 110 billion cubic feet a
year (at 90% load factor) destined to the United States. By 1960, it was
stated, actual demand might be sufficient to justify a second 30-inch pipeline
to the international border.i^i" In the Commission's energy study it is stated
that the Pacific Northwest is potentially perhaps the best single outlet for
Canada's surplus-gas. By the mid-1960's, sales to Washington and Oregon
might reach 250 billion cubic feet a year.

For the United States Rocky Mountain area, the energy study states that
exports from Alberta, which now exceed 10 billion cubic feet a year, are
expected to reach a total of 20 billion cubic feet annually by 1957 or 1958.
For 1965, these exports are projected at 30 billion feet.

1S9 Paley Report, Vol. Ill, pp. 20-21 and 23; and Vol. II, pp. 118 and 130. Natural gas also received atten
tion at many other points in the Report.

U.S. Department of the Interior, Bureau of Mines, op, cit., p. 674.

HI Government of the Province of British Columbia, op. cit., pp. 32—33.
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As regards the United States Middle West, Tennessee Gas Transmission
Company is seeking the United States Federal Power Commission's per
mission to import 200 million cubic feet of gas daily (73 billion feet per year)
at Emerson, Manitoba, for 25 years. Tennessee is also seeking the export
from Canada of a further 100 million cubic feet daily near Niagara Fails,
reducible to no export at the option of Trans-Canada Pipelines Limited and
associated with the import near Niagara Falls of up to 90 million cubic feet
daily for the period until Alberta gas is available in central Canada. In
January 1956, the president of Tennessee was reported to have stated that
the unfilled or potential market for natural gas in the United States Midwest
(Minnesota-Wisconsin, Chicago area. New England and New York) would
by 1961 aggregate 410 billion cubic feet per year.i''^ If half of this market
were supplied by Canadian gas, this would mean exports greater than those
which have been suggested. It is, however, as yet uncertain whether there
will be United States approval for the present request to import Canadian
gas into the Middle West. It has been suggested by a vice-president of Trans-
Canada that larger Canadian markets than had been anticipated had given
the company an opportunity to finance its operations on Canadian sales
alone.i^^ In September 1956, however, the company was reported to have
said it would continue with plans for the export of gas."® In the Com--
mission's energy study it is suggested that, exclusive of any allowance for
supplementary sales in Michigan and Illinois, it is quite possible that exports
in this area might approach 150 billion cubic feet annually by the mid-1960's.

The difficulty of arriving at an over-all projection for Canada's exports of
natural gas need hardly be stressed. The material referred to above sug
gests that over the next ten years or so exports might reach 400 billion to
500 billion cubic feet annually, although this range cannot be regarded as
providing the outside limits.

To estimate export demand in 1980, the Commission's energy study
assumes that Canadian natural gas would be in demand to the extent of some
two-thirds of the growth requirements of the United States Pacific North
west after 1958; all of the supplementary requirements of Montana after
1955; one-third of the incremental demands of the Middle West, including
Michigan but not Illinois, etc., after 1960; one-quarter of the growth require
ments of Ohio, northern New York and New England after 1965; and one-
quarter of the growth requirements of California after 1965. This adds up
to some 3.5 trillion cubic feet a year by 1980, an amount substantially above
that likely to be available.!**® Canadian requirements of about two trillion

Statement by the Minister of Trade and Commerce in the House of Commons, House of Commons
Debates, Official Report, Thursday, March 15, 1956, p. 2165.

The-Financial Post, Toronto, January 7, 1956.

The Gazette, Montreal, June 28, 1956.

The Gazette, Montreal, September 20, 1956.

A possible limitation to Canadian exports might result from the intense exploration for gas in the Williston
Bftsin of North pakota e^nd elsewhere in the United States.
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cubic feet in 1980 are anticipated, and exports of around one trillion cubic
feet annually are assumed. With remaining reserves at the level suggested,
these exports could last for 25 years, while Canadian sales grew 4% per
annum over that period.

The forecast of exports of a trillion cubic feet depends on many factors.
It involves the finding of vast quantities of gas. It involves Canadian provin
cial and federal policy letting gas out of the country and United States
policy accepting it. Since the technique in the present study is, for presenta
tional purposes, to avoid the use of ranges (although, in fact, ranges are
implied) a figure must be selected. If a trillion cubic feet be chosen, this
might be valued at 15c. to 20c. per thousand feet at the field (wellhead price
plus gathering charges). The exports in the trade data would be valued at
such a price, with about an equal value appearing as freight receipts in the
balance of payments. This would mean exports in 1980 valued at $150
million to $200 million, say $175 million. From what has already been said
and from the Commission's energy study, it will be apparent that little con
fidence can be placed in any figure which might be selected.

It should finally be noted that the production of natural gas will be
associated with the production of sulphur and natural gas liquids. The
export of these commodities, or of commodities made from them, may also
be of importance in Canada's trade in 1980. These exports, however,^ are
taken into account elsewhere.

IS. Other Non-metallic Minerals and their Products

In addition to asbestos, petroleum and natural gas, Canada's domestic
exports of other non-metallic minerals and their products were valued at
$52 million in 1954 and $67 million in 1955. Crude artificial abrasives

accounted for 52% of this export value in 1954 and for 40% in 1955, but no
other commodity bulked very large in the total export picture. The composi
tion of the group is shown by the table on the following page. Between the
first ten months of 1955 and the same period in 1956, exports (including
natural gas) rose in value from $56.2 million to $60.6 million. The largest
change was an increase in crude gypsum or plaster from $4.0 million to
$6.1 million.

With natural abrasives and abrasives manufactures constituting only
about $500,000, the great bulk of Canada's domestic exports of abrasives is
in the form" of the crude artificial product, valued at about $27 million in
both 1954 and 1955. At somewhat over 250,000 tons in these years, the
export volume was more than double that in 1937 when the value was less
than $7 million. In both 1954 and 1955, exports went alrnost entirely
to two countries, with sales to the United Kingdom of about $4 million and to
the United States of about $23 million. More detail as to the nature

of these exports is obtainable from the United States import statistics,
which show imports from Canada of silicon carbide at $5 million in 1954
and $8 million in 1955; aluminous abrasives, etc., at $18 million in
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Canada's Domestic Exports of Other Non-metallic Minerals
and' their Products (a)

(thousands of Canadian dollars)

1954 1955

Clay and products 2,223 2,654
Coal and coal products "4,357 7,843
Glass and glassware 1,368 2,706
Crude artificial abrasives 27,222 26,942
Other abrasives 560 , 519
Gypsum or plaster, crude 4,205 .'4,931
Portland cement 496 " 3,139
Barite n.a. 2,275
Fluorspar ; n.a. 1,461
Nepheline syenite ' 1,269 1,753

- Carbon and graphite electrodes 1,251 2,946
Sulphur contained in pyrites 1,567 2,002
Sulphur n.o.p 90 94
Salt 26 1,001
Other (Z)) 7,593 7,210

-Total - '. • 52,227 67,476
(а) Excludes fertilizers, synthetic rubber and other chemicals.

(б) Excludes natural gas, estimated from U.S. data at 800 in 1954 and 1,100 in 1955.

1954 and $14 million in 1955; and other crude artificial abrasives at $80,000
in 1954 and $110,000 in 1955. Canadian supplies constituted almost all
United States imports in each of these three categories.-

In the study by the United States Bureau of Mines, it was noted that since
1900 aluminum oxide and silicon carbide had largely superseded natural
abrasives in wheels, but that some consumers still preferred corundum (a
natural oxide of aluminum) for a few grinding operations. Corundum also
continued to hold a place in the optical industry, particularly for lens grind
ing. Although Canada was once an important source of corundum, the
most important supplier had become the Union of South Africa.i'''^ United
States import data, however, show corundum imports as far less important
than those of artificial abrasives.

Silicon carbides are produced by the fusing of sand and coke with saw
dust, with salt as a flux. In the production of artificial alumina, bauxite is
fused in an eleetric furnace. Canada may be expected to continue to be an
important producer of both of these artificial abrasives. It would, however,
seem unlikely that the export in crude form will be replaced by the export of
manufactures, since the variety of forms in which abrasives are used would
suggest that the Canadian scale of operations is unlikely to be large enough

U.S. Department of the Interior, Bureau of Mines, op, cil., pp. 247-250.
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to be economic. Recognizing that artificial abrasives must compete not only
with natural corundum but also with industrial diamonds, Canada's exports
may be projected as increasing approximately with United States G.N.P.
This would mean exports in 1980 of some $60 million or more.

The largest use of barium sulphate or barite is in oil-well drilling fluids
in high pressure geologic formations, such as some of those in Texas,
Louisiana and California. Thus, of Canada's exports of $2.3 million in 1955,
$1.3 million went to the United States, $0.5 million to Trinidad and $0.4
million to Venezuela. Barite is also used in lithopone, an intimate mixture
of zinc sulphide and barite, which is used as a white pigment, principally
in paints. Barite is also used in the manufacture of glass and in manufactur
ing various barium chemicals.

The,recent study by the United States Bureau of Mines noted that barium
consumption doubled in the ten years prior to 1953, principally because of
increased use in oil-well drilling fluids. The United States was potentially
self-sufficient in barite but certain factors favoured its importation. The
principal source of such imports was Nova Scotia where high-grade, easily
worked deposits near tidewater could compete successfully with United
States barite on the eastern seaboard and the Gulf coast despite a tariff of
$3 per long ton on a price of about $13 a-ton. The Bureau reported that
several new plants had been built along the Gulf coast to grind imported
barite. The trend in petroleum and natural gas drilling toward more wells
and greater depths increased the possibilities of encountering high pressure
formations with a consequent increase in the requirements for such a weight
ing agent as barite, and no other material so satisfactorily met the require
ments. Large tonnages of barite might also be used as an aggregate in
concrete shields in atomic power plants, as well as in military installations
and shelters. The short-term reserve outlook for barite was regarded as
satisfactory in the United States, but the long-range outlook might not be
quite so favourable. With an anticipated annual requirement of at least
1.6 million tons by 1965 (apparent consumption was less than 1.3 million
tons in 1953) known domestic reserves did not appear to be large. Chances
of finding new deposits of barite or extensions of known deposits were con
sidered to be good, but it would, appear that substantially increased imports
of Canadian barite into the United States might be expected.i^®

Like barite, exports of fluorspar were first identified in the Canadian
exports statistics in 1955. In that year exports amounted to $1.5 million,
entirely to the United States. According to the Paley Report, the growing
demand for aluminum, plastics, ceraniics, steel and other fluorspar-using
products in the United States could, by 1975, be expected to increase the
demand for fluorspar to nearly three times the 1950consumption. Domestic
reserves and likely discoveries, on the other hand,'were not expected to sup
port much more than a 10% increase in production at existing prices. As it

U.S. Department of the Interior, Bureau of Mines, oP. cil., pp. 87-93.
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was felt that imports could not be relied on over the long run to close the gap
between United States demand and domestic supply, it was also felt that the
United States must expect to turn to another source of fluorine, namely
phosphate rock. Certain obstacles needed to be overcome, but the projec
tion for 1975 involved a very large expansion in fluorine production from
phosphate rock, so that imports needed to grow only from 165,000 short
tons in 1950 to 200,000 tons in 1975. Even this, however, would involve
fluorspar production in the rest of the free world increasing to two and one-
half times the level of 1950 (rather than to four and one-half times which
would be required if the United States were unable to produce fluorine from
phosphate rock). Expansion seemed feasible from existing reserves in
Mexico, Newfoundland and Spain, but production might no more' than
double the level of 1950.i^®

The more recent study by the United States Bureau of Mines was less
optimistic about the production of fluorine from phosphate rock and thus
would seem to suggest a growing level of trade in fluorspar. Although the
United States was the world's largest fluorspar producer, imports exceeded
domestic production in 1952 and 1953. About half of the imports came from
Mexico and important tonnages were also received from Canada, Spain,
Italy and Germany. Several domestic producers had voiced concern, how
ever, over the increased volume of imports and attributed the current low
rate of domestic output in large part to heavy competition from imported
material. Thus the United States Tariff Commission had initiated a study
on fluorspar. Fluorspar was subject to a duty of $1.87^ per short ton for
material containing over 97% fluorite. (Prices reached an all-time high of
$49.48 in 1953 but declined sharply in 1954.) The Bureau saw new and
expanded uses of fluorine chemicals and increases in steel and aluminum
production indicating a substantial upward trend during the next decade in
fluorspar consumption in the United States. A long-range increase in
domestic production of fluorspar might occur-, but to a large degree future
United States output was conditional on the quantity imported and the price
structure. Recovery of fluorine from waste gases evolved in processing
phosphate rock was limited at the time of writing by technologic and
economic problems.^®®

Canada would appear to have substantial quantities of fluorspar avail
able and, despite the increases projected for Canadian production of alumin
um and other uses of fluorspar, production in Newfoundland would appear
to be capable of supporting increased exports. Even if there should be
substantial progress in the recovery of fluorine from phosphate rock, it
would appear that the demand for fluorspar will be such that a significant
increase in exports should occur.

Pfl/gy Re-port, Vol. II, pp. 88-91, 118, ^2 and 145. In 1955 the U.S. imported 324,000 long tons of
fluorspar. Of this amount Canada supplied only 35,000 long tons.

'5° U.S. Department of the Interior, Bureau of Mines, op, cit., pp. 279-290.
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Of Canada's exports of nepheline syenite amounting to $1.8,million in
1955, $1.7 million went to the United, States. According to United States
trade statistics, virtually all United States imports of this commodity came
from Canada. The United States Bureau of Mines noted that nepheline
syenite was used as a substitute for feldspar in the manufacture of glass and
pottery. American Nepheline Limited, Lakeiield, Ontario, was the only
producer of crude and ground nepheline syenite in the Western Hemisphere.
Exports to the United States were all, of virtually all, in ground form and
increased greatly from 1944 through 1953, owing mainly to increased use
in the glass container industry which grew phenomenally over the period.
The development of the ceramic industry, the high cost of transporting feld
spar long distances and the prospect of diminishing domestic United States
supplies of low-cost, high-grade potash feldspar had caused all branches of
the United States ceramic industry to make a considerable effort to develop
and use low-potash domestic feldspars and substitute materials. One of the
substitutes was provided by imports of nepheline syenite; yet the Bureau of
Mines stated that there were indications that future imports of nepheline
syenite would not greatly exceed the -1953 level, unless its competitive posi
tion improved or there was an unexpectedly large increase in the demand
for glass and other ceramic products.i^i It may be noted that, from 1953
(the last year for which data are givenin the Bureau of Mines study) to 1955,
Canada's exports of nepheline syenite to the United States increased from
72,000 tons to 114,000 tons. A recent newspaper article noted that American
Nepheline Limited had increased production from 400 to 600 tons daily and
that expanding markets might bring another increase to 1,000 tons daily.i®^

In 1955 Canada exported $2 million worth of sulphur in pyrites, of which
$1.3 million went to the United States, plus $94,000 of other sulphur.153
For the future, Canada has vast sources of sulphur, including recovery from
stack gases associated with smelting operations, recovery from pyrites and
recovery from natural gas. In addition, the tar sands of northern Alberta
constitute a huge potential source of sulphur. Twenty-five years hence,
Canada will undoubtedly be in a position to export very large quantities of
sulphur, in virtually whatever form desired, if there exists a ,market for
such exports.

Between 1950 and 1975, the Paley Report expected that the consumption
of sulphur would increase by 110%, both in the United States and in the rest
of the free world. Most of the increase in United States use was expected to
be in fertilizers and chemicals. Since the United States production of low-cost
Frasch-process sulphur from salt-dome deposits was not expected to keep

U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 263-271.

152 The Financial Post, Toronto, August 11, 1956. See also the issue of September 22, 1956, where
it was also stated that a second company had begun producing in the Peterborough area.

1^' In addition, exports of sulphuric acid were valued at $550,000, almost entirely to the United States,
and substantial exports of fertilizer were based upon the availability of sulphuric acid. Further, Canada's
greatesj exporter, the pulp and paper industry, required large quantities of sulphur.
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pace with the growing demand, it was expected that by 1975 the United
States might be securing the major portion of its sulphur from other than
salt-dome deposits. In the absence of significant technological change, the
real cost of sulphur might be 25% to 50% above the level at the time the
Report was written. This would probably bring forth ample amounts of
sulphur to supply the estimated United States demand well beyond 1975.1®"'

The sources examined are of relatively little assistance in developing a
projection of Canada's exports of sulphur in the future. To some extent,
however, it can be anticipated that exports of sulphur will increase merely
as a result of availability in Canada. Further, increasing exports of metallic
ores will presumably mean increasing exports of sulphur in pyrites (although
this does not apply to iron ore from the Labrador-Quebec deposit).

Space does not permit as detailed comments on the remaining non-
metallic minerals as were provided for the foregoing. Some of the charac
teristics of present exports may, however, be noted. The most important
constituent of the $2.7 million of exports of clay and products in 1955 was
$1.7 million of firebrick, of which $1.0 million went to the United States.
Of the $7.8 million of exports of coal and coal products in 1955, $4.8 million
consisted of coal other than lignite. The size of this item was largely ac
counted for by inpreased exports to the United States amounting to $2.6
million and by the appearance of exports to the United Kingdom at $2.0
million in 1955. Also important in the coal and coal products group in 1955
were petroleum coke at $1.3 million ($0.5 million to the United Kingdom)
and other coke at $1.2 million (all to the United States). Common colour
less window glass at $2.1 million, almost entirely to the United States, was
the major itein in the .1955 exports of $2.7 million of glass and glassware.
The 1955 exports of $4.9 million of gypsum or crude plaster and the $3.1
million of Portland cement went almost entirely to the United States. The

•increase in exports of carbon and graphite electrodes from $1.3 million in
1954 to $2.9 million in 1955 was almost entirely explained by an increase in
exports to the United Kingdom, to $1.8 million. Salt exports, which in
creased from $26,000 in 1954 to $1.0 million in 1955, went almost entirely
to the United States. The remaining miscellaneous non-metallic minerals,
exports of which amounted to about $7 million in 1955, went largely to the
United States.

Exports of the non-metallic minerals and their products considered in
this section amounted to $52 million in 1954 and to $67 million in 1955.

For the largest item, crude artificial abrasives, it has been suggested that
exports might increase from $27 million in 1955 to $60 million or more in
1980. As at least some items in this group may well increase considerably
more rapidly, a faster rate of increase for the group as a whole is probably

Paley Report, Vol. II, pp. 83-87, 118, 127 and 132. See also U.S. Department of the Interior, Bureau
of Mines, op. cil., pp. 843 and 850.
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appropriate. Accordingly, 1980 exports are projected at $175 million,-about
160% above the 1955 value and 235% above 1954.

16. Aluminum and Products

(a) General Export Position

One of Canada's most important metal exports, aluminum, is based not
upon the availabihty of the ore, all of which has to be imported, but upon
cheap hydro-electric power. Domestic exports of unmanufactured alumin
um (scrap, primary and semi-fabricated) rose in volume from a pre-depression
peak of 38,000 tons in 1929, and 66,000 tons in 1938, to a wartime peak of
391,000 tons in 1945. After a brief postwar decline, they reached 537,000
tons in 1955. In value, exports of aluminum and its products were $15
million in 1929, $24 million in 1938, and have since grown to $213 million
in 1955.

The bulk of Canada's aluminum exports are in primary forms (bars,
blocks, ingots and blooms) which accounted for almost 93% of the total
value in 1955. Semi-fabricated aluminum (rods, sheets, circles, plates, and
wire and cable) accounted for over 4%; scrap for about 2%; and aluminum
manufactures for under 1%. Since the end of the war, there has been a
tendency for exports of aluminum in primary forms to increase in relative
importance — from 82% of the total value in 1947 to 93% in 1955.^^®

In the late 1920's, the United States was Canada's most important market
for unmanufactured aluminum. From 1931 to 1944 and in most of the
postwar years, however, a larger volume has been shipped to the United
Kingdom. In 1954, exports to the United States and the United Kingdom
each amounted to about 211,000 tons while all other countries took 77,000
tons. In 1955, the United Kingdom took 259,000 tons, the United States
210,000 and other countries 68,000 tons. By value, exports of aluminum
and its products in 1955 amounted to $99 "million to the United Kingdom,
$84 million to the United States and $29 million to all other countries.^®®

(b) Canadian Production

Canada's production of aluminum has increased enormously since pre
war, rising more than tenfold from 1937 to the wartime high established in
1943. Production declined after the war but soon began to rise again and,
in 1955, was 23% above the 1943 level. Exports account for a very high
percentage of Canadian aluminum production; in 1955 exports of scrap

An increasing projjortion of primary metal sales has been made in the form of rolling or extrusion ingots
to customers' specification for size and alloy composition.

'5* Between the first ten months of 1955 and the same period of 1956, exports to the United Kingdom fell
from S81 million to §79 million, while those to the United States rose froni §73 million to §80 million,
and total exports were about unchanged at §179 million.
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(including new scrap), primary and semi-fabricated aluminum were around
90% of primary production.

Ail Canadian production of primary aluminum is in the hands of the
Aluminum Company of Canada, Limited (Alcan) — the principal sub
sidiary of Aluminium Limited. Alcan and Aluminium Limited have ex
tensive interests in many countries. The capacity of Alcan's Canadian
smelting plants at the end of 1955 was 650,000 tons per year or about 7%
above 1955 production reported by the company. This capacity included
90,000 tons at the Kitimat plant which was placed in operation in August,
1954.158

The company has embarked upon an expansion programme to raise
Kitimat capacity to 180,000 tons by the end of 1956 and to 330,000 tons in
1959. The ultimate capacity of this project is 550,000 tons. In addition,
22,000 tons were being added to' the capacity at Isle Maligne.i59 Press
reports have stated that Alcan has also completed arrangements for a new
power development which will mean construction of an additional 120,000
tons of aluminum, smelting capacity in the Saguenay region, raising 1959
total capacity to over one million tons. Also involved would be the reduc
tion of chances of a recurrence of a power shortage which, in the winter of
1955-56, caused primary production cutbacks of an estimated 65,000 tons.ifi"

A new development was the announcement that a subsidiary of the
British Aluminium Company, Ltd., planned to construct facilities at Baie
Comeau, Quebec, with a capacity of 160,000 tons by 1965. It is reported that
the first stage of the project will be completed in 1957. There have also been
reports that Reynolds Metals Co. was considering a plan to produce about
100,000 tons of ingot annually at Baie Comeau, and rumours concerning a
development by Kaiser Aluminum and Chemical Corp. at Seven Islands
have been published.

(c) Canada's Place in World Production and Trade

The world's most important producer of aluminum is the United States
with about 47% of^total primary production in 1954. Next came Canada
with about 18% of the total, the U.S.S.R. with an estimated 13% and the
Federal Republic of Germany and France with about 4.5% each. In 1955

Aluminum Company of Canada, Ltd., Submission lo ike Royal Commission on Canada^s Economic Pros-,
pects, Montreal, February 22, 1956, hereafter cited as Alcan Brief, p. 15, showed 1955 production at
608,300 tons, suggesting exports of 88%. The D.B.S., Preliminary Report on Mineral Production, 1955,
gave a production figure of 584,153 tons, on which basis exports would be 92% of production. Subse
quently the Bureau appears to have revised its figure to 612,543 tons {The Miscellaneous Metal Mining
Industry, 1955).

Alcan Brief, pp. 1, 6-8, 12, 14, 15 and 16.

'55 Ibid., pp. 14 and 16.

'55See, for example. The Financial Post, Toronto, August 18 and September 29, 1956.

The Financial Post, Toronto, November 19, 1955; and February 4 and 11, March 31, April 21, May 19,
June 16 and October 20, 1956. More recent reports have indicated that Reynolds would build near
Massena, New York {The Gazette, Montreal, September 11, 1956, and The Financial Post, Toronto,
December 29, 1956),
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Canada's share of output outside the Soviet bloc was_21%, the same as in
1954. In 1935-38 the United States accounted for about 24% of total world
production and Canada for about 8%. But, while Canada's share of. the
totalhas increased since prewar, it has fallen during thepostwar peripd.i®^ ,

With consumption such a small fraction of domestic production, Canada
is much the largest, exporter of primary aluminum,-supplying 75% of the
world exports. Norway, Canada's largest competitor, exports only about
one-eighth as much. Norwegian exports, however, are less concentrated
than those of Canada.!®^

Both the United Kingdom and the United States receive the bulk of their
aluminum imports from Canada. In 1954, imports into the United King
dom amounted to about 85% of consumption of primary aluminum or to
58% of consumption of primary plus secondary. Almost all United Kingdom
postwar imports have come from Canada which supplied 98% of the total
volume in 1954 and 92% in 1955.i®'' Imports constitute a much less im
portant proportion of total United States consumption— 13% of primary
and 12% of primary plus secondary consumption in 1954.1®® According to
United States trade data, Canada suppUed 89% of total 1955 imports of
"crude" and semi-fabricated aluminum, 72% of the imports of scrap and
9% of imported aluminum manufactures.

(d) Market Outlook

In Chapter 13 of Volume II which is devoted to aluminum, the Paley
Report noted that aluminum and its alloys had the advantages of strength,
lightness and resistance to corrosion. Compared with the older base metals,
the industry in 1950 was still in its infancy, •especially as supply could be
increased greatly without serious increase in cost. Aluminum had become
cheaper, even by weight, than copper, lead or zinc and the future cost out
look favoured aluminum. Substitution, however, would not be limited to
the displacement of other non-ferrous metals but would also be at the ex
pense of wood and steel.^®® The Report's projections are indicated in the
table on the following page.

The Report foresaw ample supplies of bauxite in the Caribbean, area and
West Africa and, if these should be unavailable, techniques being developed
could probably permit economic recourse to highly abundant aluminum
clays and rocks, the use of which was not yet economic. Further, ample
quantities of power could be made available in the United States to enable

Minerals et Metaux, Stalisliques 1954, Paris, July 1955, p. 118; and Alcan Brief, p. 15.

Minerals et Metaux, op. oil., pp. 123 and 126; and Alcan Brief, pp. 4-5.

Minerals et Metaux, op. cit., p. 124; and Accounts relating to Trade and Navigation of the United Kingdom,
London, H.M.S.O., December 1955.

Minerals et Metaux, op. cit,, p. 125. . .

166 A. possibility which must not be_ ignored concerns the substitution for aluminum of plastics and such
other metals as magnesium' and titanium.
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Anticipated Increase in Aluminum Consumption
(thousands of short tons)

Projected
- i • 1950 consumption Projected %

- Consumption about 1975 increase

United States

Scrap, excl. new scrap 63- 900 1,329
New 920 3,600 291

Total U.S 983 4,500 358

Rest of free world

' • (new only) 465 • • 2,400 416

' Total free world.' ". • 1,448 6,900 377

Total, excl. scrap , , 1,385 ' 6,000 333

Source: Paley Report, Vol. II, pp. 66, 118 and 132. These data are contained in Chap. 22 by Arnold 0.
; Harberger, Johns Hopkins University, but were accepted by the Paley Commission elsewhere

in the Report.

the production of the whole of the projected 1975 demand for aluminum and
with but modest increase in the total real cost of production. In this con
nection, the Report noted that improved techniques were reducing power
requirements and that dependence upon hydro power was decreasing with
the decreasing cost of steam generated power and the higher cost of hydro
electric installations. Other necessary materials would also be available,
although, with the, depletion of the Greenland supply, the aluminum industry
would probably soon be dependent on synthetic cryolite produced in part
from fluorspar.

Despite this situation, however, the Report suggested that, security con
siderations permitting, it was likely that during the next 25 years the United
States would obtain an increasing part of its aluminum supply from Canada
and possibly from overseas sources where abundant low-cost power was
potentially available near large bauxite deposits. On the basis of available
evidence, Canadian operating costs (excluding depreciation) were 27% to
34% lower than those of the United States in 1949. About one-third of this
was due to lower power costs and the balance to lower-material, transporta
tion and labour costs. The cost of potential power in Canada was also below
that in the United States.

The Bureau of Mines study noted the substantial increase in Unitedy
States aluminum consumption and productive capacity which occurred in '
The years following 1950. According to this source, apparent consumption ,
of primary aluminum rose from 896,000 short tons in 1950 to 1,542,000 tons
in 1953, while total consumption of primary and secondary aluminum rose
from 1,199,000 tons to 1,931,000 tons. While these data are not comparable
with those in the Paley Report, they show the magnitude of the increase.
At the end of 1950, primary aluminum capacity of the United States was
estimated at 860,000 short tons per year. Planned expansion, all of which
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was repieseated by installed capacity by 1955, raised this figure to l,523,OO0
Ions. In 1953 United States primary and secondary production amounted
to 1,621,000 tons while net imports were 345,000 tons. In the war, govern
ment financial aid was provided for the construction of plants. In the
Korean emergency, government aid was furnished in the form of accelerated
amortization for tax purposes, guarantees for private loans, market guaran
tees, and priorities for equipment and construction material.i®'̂

Although recognizing the possibility of a faster rate of growth, the Paley
Report forecast that between 1950 and 1975 the free world's consumption
of primary aluminum would increase by 333% to six million short tons. If
this rate of growth were extrapolated it would mean that in 1980 the free
world would be consuming some eight million tons of aluminum per annum.
In the five years from 1950 to 1955, however, free world production and
consumption of aluminum approximately doubled, a rate of growth which,
if continued over 25 years, would mean an increase of about 31 times, a
rate of growth which obviously could not be maintained.^®® Together with
the fact that there appears to be no letup in the growth in clemand, however,
it suggests that it would be appropriate to forecast higher absolute growth
for the next 25 years than did the Paley Report for the period 1950 to 1975.

Obviously world consumption of aluminum may be expected to increase
severalfold over the next 25 years. To what extent will Canadian exports
keep pace with expanded consumption? On this question, Alcan has stated
that Canada's position as producer of some 20% to 25% of the free world
supply (21% in 1954 and 1955) will likely only be maintained if expansion
in Canada continues at a rate greater than that presently scheduled. Canada
is a good place to produce aluminum and will likely continue to be so, but
has no natural monopoly. As long as Canada has economic power and
smelter sites available for aluminum production, and as long as Canada
has access to international markets that wish to obtain aluminum at prices
as low as, or lower than, they can produce it themselves, it may be expected
that primary aluminum production will expand in Canada. Available power
could sustain aluminum production of some six million tons or roughly
ten times present capacity. If, on the other hand, other nations are prepared
to subsidize less economic domestic production, whether by tariffs or other
means, or are prepared to divert to aluminum smelters electricity which
they could use for more profitable purposes, the rate of growth in Canada
will be retarded. The company noted that Canada has a natural market
in supplying United States fabricators who operate in competition with
the major producers.' The reduction of the United States tariff on primary
aluminum in the postwar period had undoubtedly benefited the Canadian
company. In connection with international sales, the company, stated

"7 U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 17-35. It should also be noted that Cana
dian expansion was aided by U.K. loans and contracts.

Alcan Brief, pp. 15, 35 and 40.
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that it was not a member of any international cartel of aluminum producers
and, to the best of its knowledge, the only impediments to the sale, produc
tion and pricing of primary aluminum were those imposed by governments
in the form of tariffs, quotas and exchange controls.

Discussing the factors affecting location, it is noted in the section on
aluminum in the Commission's mineral study that thermal power is much
more competitive with water power than it once was. Added to this, in
the United States advantage can be taken of the tariff, fast tax write-offs,
and a ready supply of capital contingent upon assured long-term defence
contracts. Thus capacity has shown a tendency to increase more rapidly in
the major consuming countries-in recent years, and the Canadian industry
will have difficulty in increasing, if not maintaining, its present share of total
United States aluminum sales. Overseas production prospects are less
attractive. With the exception of a few countries like Norway, Austria
and Yugoslavia, low-cost power is not available in Western Europe. Nor
is the use of nuclear energy expected to have a significant effect upon the
position. Readily developable hydro-electric resources exist in less de
veloped parts of the world. In some areas such as the Gold Coast, French
West Africa and Indonesia" suitable reserves of bauxite are found close
by. Labour costs might well be lower than in Canada, and the sale of
aluminum on a soft currency basis might have obvious advantages. On
the other hand, these countries would be faced with higher rates of interest
and other carrying charges and costs of a less tangible character typical
of investment in areas of uncertain political stability. Canada, meanwhile,
has enough cheap power to ensure tremendous expansion in output. Sites
ensuring minimum transportation costs are available, as is industrial know-
how arid the political climate necessary for raising large sums of money
at, comparatively low rates of interest. Thus Canada may well continue
among the first two or three of the world's primary aluminum producing
nations.""

With respect to the possibility of increased production in underdeveloped
countries, the forces at work include" both the desire for industrialization
and the importance of transportation costs which would tend to the pro
duction of aluminum closer to the sources of bauxite. Approximately four
tons ,of dry bauxite are required to produce two tons of alumina necessary
for the production of one ton of aluminum."! Already Aluminium Limited
has developed and is expanding facilities for the production of alumina
in Jamaica. It has also been announced that alumina is to be produced
in French West Africa and in British Guiana."^ Although it is not yet

Alcan^Brief, pp. 5, 6, 38-39, 45 and 46. In 1956 tlie United States agreed to a further tariff reduction
oi 0.25o. per pound (from 1.5c.) spread over three years.

"0 John Davis, Mining and Mineral Processingin Canada. The forecast m the mineral study was substantially
changed after the present volume went to press.

U.S. Department of the Interior, Bureau of Mines, op. cit., p. 23.

The Gazette, Montreal, November 16 and December 13, 1956; and The Financial Post, Toronto, November
24, 1956.
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known how quickly the Volta River project in the Gold Coast may become
a<reality, Aluminium Limited and British Aluminium Limited are interested
in this project which could involve the production of from 210,000 to 230,000-
tons of aluminum annually.i''3 In addition, press reports have indicated
that Aluminium Limited and the three United States producers of aluminum
were studying the feasibility of building an aluminum reduction plant in
Venezuela; that Aluminium Limited had announced plans to construct a
10,000-ton smelter in India, thus doubling Indian capacity; and that Alu- .
minium Limited was interested in a project in French West Africa where
hydro-electric power might support production of 200,000 to 250,000 tons
of aluminum annually.i''^

Interest also attaches to the bauxite discovery in northern Queensland
and it has been suggested that smelting might take place in New Guinea.

The section on aluminum in the Commission's mineral study concludes
that it would appear unlikely that Canadian production could do better
than maintain its present 20% relationship to world consumption, and it is
assumed that Canadian participation will fall to 17% in 1965 and to 15%
in 1980. The Aluminum Company of Canada has stated that it seemed
likely that, with growing domestic demand and stronger competition abroad,
export markets for Canadian semi-fabricated products might decline in
relation to total sales, although growing in absolute amount.Qn the
other hand, exports of scrap may increase relative to total exports, so that
perhaps the best assumption is that the value of exports in other than primary
form will increase parallehwith the increase in exports of primary aluminum.
Assuming an increase of 300% between 1955 and 1980, Canada's exports
of aluminum and products would rise to $850 million in the latter year,
valued at 1955 prices. As regards prices, in 1955 the average value of
Canada's exports of primary aluminum was 19.5c. a pound and the
Commission's mineral study uses a rounded price of 20.0c. a pound.
Prices, however, increased considerably more than this during 1956. In
the first half of the year, the average export value was 21.5c. a pound and
in June 1956 it was 22.3c. In August 1956, it was announced that Alcan
was increasing the price in domestic and overseas markets by a further Ic. a
pound.i''®

At a price of 23.3c. a pound, an-increase of somewhat less than 300%
would produce a 1980 export value of $1 billion. In the light of the probable
total exports to and imports from the United Kingdom and other overseas
countries as considered in Chapter 4 of Part A, together with the possibility
of the production of aluminum in soft currency countries, it is assumed

The Financial Post, Toronto, August 4 and 11, 1956; and The Ottawa Journal, August 14, 1956.

The Financial Post, Toronto, November 19, 1955, January 7 and 21 and March 17, 1956; and The Globe
and Mail, Toronto, January 16, 1956.

Alcan Brief, p. 31.

775 The Financial Post, Toronto, August 18, 1956.
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that exports to the United States will increase more rapidly than those to
overseas markets. Accordingly, it is suggested that exports to the United
States will grow from $84 million in 1955 to $525 million in 1980, those to
the United Kingdom from $99 million to $350 million, and those to other
countries from $29 million to $125 million.

The increase in the volume of exports being projected would raise
Canada's exports of primary, semi-fabricated and scrap, (including new
scrap) aluminum from 537,000 tons in 1955 to 2,110,000 tons in 1980.
Adding 550,000 tons for Canadian consumption in 1980 as suggested in the
Alcan Brief, required Canadian production in 1980 would approach 2,660,000
tons, more than four times the production in 1955. Earlier in this section
it was noted that Alcan's present plans involve an increase in capacity to
1,252,000 tons, including the full development at Kitimat and the new
capacity planned for the Saguenay region. Adding that of the Canadian
British Aluminium Company, planned capacity aggregates 1,412,000 tons.

,Beyond this base, a further 88% increase in capacity would be required to
support projected exports and domestic consumption.

17. Copper and Products

(a) General Export Position

While the value of Canada's copper exports has more than tripled since
the late 1930's, the volume has remained below the prewar peak. Between
1929 and 1938, exports of unmanufactured copper rose from 123,000 short
tons to 280,000 tons. While postwar expansion^as carried the figure to
232,000 tons, this is still substantially belowthe 1938 level. By value, copper
exports, including manufactures, have risen from $37 million in 1929 to
$53 million in 1938 ($56 million in 1937) and to $175 million in 1955. For
the first time in 25 years, 1955 copper exports exceeded the value of gold
production available for export."'^

The $175 million of exports in 1955 were divided by value as follows:
copper in ore, matte and regulus, 16%; scrap, slag, skimmings and sludge,
7%; ingots, bars, cakes, slabs and billets, 63%; rods, strips, sheetsand plates,
8%; copper tubing, 1%; insulated wire and cable, 4%; and bare wire, 1%.
In addition, there were small exports of copper wire screen and miscellaneous
copper manufactures.

The area distribution of Canada's exports of copper over the past 30
years shows considerable change. Considering the value of exports of
copper and manufactures, the United States took between 85% and 88%
in the years 1926 to 1929. In 1930, the figure rose to 95.5%, but from 1933
to 1943 it fluctuated between 6% and 24%. Since 1949 the United States
has taken between 36% and 56% of Canada's copper exports. In 1955 the

In the first ten months of 1956, higher average copper prices and an increasein the volume of exports
carried exports of copper and products to $168million,as compared with $138million in the same period
of 1955.
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figure was 47%. According to the brief presented to the Commission by
the International Nickel Company of Canada, Limited, the United States
imposition of an excise tax of 4c. a pound on the importation of copper in
1932 virtually destroyed the market outlets for copper in that country.
Since April 30, 1947, the excise tax which has been cut to 2c. a pound has
been suspended, reintroduced, and then suspended again. Unless further
action is taken, this tax will become effective again on July 1, 1958."®

Exports of copper to the United Kingdom have to some extent varied'
inversely with those to the United States, rising from under 2% of the total
in 1930 to 64% in 1934, 1936 and 1937, and reaching a peak of almost
75% in 1940. In 1952, the United Kingdom share was 21%, and in 1955
it stood at 30%, almost all in the form of ingots, bars, cakes, slabs and
billets. Since 1953, copper has been under the United Kingdom open
individual licence system and is traded under the organized commodity
market arrangements. It may be re-exported from the United Kingdom
on a sterling basis regardless of its origin.

In 1955 other countries took 23% of total exports, with relatively heavy
purchases by Norway, the Federal Republic of Germany, France and
Switzerland, and smaller purchases (but still over $1 million) by Australia,
India, New Zealand, Cuba and Venezuela. Exports to Norway accounted
for 4.4% of the 1955 total. As noted in Section 19, the refinery of Falcon-
bridge Nickel Mines, Limited, is located in Norway and exports were
entirely in the form of ore, matte and regulus, accounting for 27% of total
exports of this item. ,

It may be noted that, taking copper, brass and bronze together, 1955
exports totalled $183 million, imports $24 million, and net exports $158
million. In trade with the United States, total exports were $86 million,
imports $22 million, and net exports $64 million.

(i) Canadian Production

Primary copper production in Canada amounted in 1955 to almost
326,000 short tons. In 1956 it rose to a record level of 353,000 tons. In
1955 Ontario produced 45% of the total copper output, Quebec 31%, Sas
katchewan 10%, British Columbia 7%, and Manitoba 6%. Almost all of
the copper production in Ontario and part of that in Manitoba was from
nickel-copper ores. Most of the remainder (51% of Canadian production)
came from copper-gold-silver ores.i™ Comparing all exports for which
quantity data are presented in the trade statistics (i.e., all exports except
copper wire and cable, copper wire screen and miscellaneous copper manu-

The International "Nickel Company of Canada, Limited, I'he Nickel Industry in Canada, Toronto,
January 25, 1956, hereafter cited as Inco Brief, p. 39. x

179 D.B.S., The Canada Yearbook, 1939 and 1947\ The Nickel-Copper Mining, Smelling and Refining Indushy,
1955; and Preliminary Estimate of Canada's Mineral Production, 1956. Primary copper is blister copper
produced, plus recoverable copper in matte and concentrates exported,
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factures) with production of primary copper, exports were 71% of pro
duction in 1955.

Mr. H. L. Roscoe, Vice-President of Noranda Mines, Limited, suggested
in his submission to the Commission that the existing price of copper would
bring some further increase in Canadian production in the next few years.
For the long term, however, a sustained search would be necessary in order
to maintain present production. In the Hearings of the Commission, Mr.
Roscoe stated that he was reasonably optimistic about the results of the
searchfor copper, but that a lot of looking was required.i^" More optimism
for the future was expressed in other Briefs presented to the Commission.isi

(c) Canada's Place in World Production and Trade

The United States is much the world's largest producer of copper in
mineral form with 27% of the estimated production in 1954 (31% in 1953).
In 1954 the second largest producer was Northern Rhodesia with 14% of
the total, followed by the U.S.S.R. with an estimated 13%, Chile with less
than 13%, Canada with under 10%, the Belgian Congo with 8%, and a
number of other much smaller producers. Between 1935-38 and 1954,
production increased- by 54%, but the most rapid increases were in Africa
and the U.S.S.R. In 1935-38, the three largest producers were the United
States with 43%, Chile with 17% and-Canada with 12%.i82

On the consumption side, the United States in 1954 accounted for
34% of the estimated world total (43% in 1953). Following the United
States in 1954 were the United Kingdom with 14%, the U.S.S.R. with an
estimated 13%, and the Federal Republic of Germany with 10%. Other
important consumers were France, Japan, Italy and Canada (with about
3%).i83

In 1955 United States mine production of recoverable copper amounted
to 993,000 short tons, somewhat above the five previous years but below
the 1,091,000 tons of 1943 and 998,000tons in 1929. As domestic production
has not grown with consumption, imports have become more important.
Imports of refined, unrefined and scrap copper in 19'55 were 601,000 tons
or 61% of the United States mine production of copper, and 39% of the
consumption of refined copper.184

Submission to RoyalCommission on Canada's Economic Prospecishy'R. L. Roscoe, Vice-President, Noranda
Mines, Limited, January 24,1956; Royal Commissionon Canada's Economic Prospects, Hearings, p. 4928.

See Submission of the Mining Association of British Columbia to the Royal Commission on Canada's
Economic Prospects, December 31, 1955, p. 11; Submission of Ontario to the Royal Commission on Canada's
Economic Prospects, January 26, 1956, p. 154; Northwestern Ontario Associated Chambers of Commerce,
Northwestern Ontario Municipal Association and Northwestern Ontario Development Association,
Northwestern Ontario Brief presented to the Royal Commission on Canada's Economic Prospects; Canadian
Metal.Mining Association, Submission to Royal Commission on Canada's Economic Prospects, Toronto,
January 1956, p. 4; Submission by the Government of the Province of Neiofoundland to the Royal Commission
on Canada's Economic Prospects, October 1955, pp. 48—50.

182 Minerais et Metaux, op. cit., p. 13.

18S Ibid., p. 16.

18* U.S. Department of Commerce, Business Statistics, 1955. Supplement to the Survey of Current Business;
and Survey of Current Business, March 1956.
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Canada is the second most important foreign supplier of copper to the
United States. According to United States trade data, in 1955 Canada
supplied 18% of the volume and value imported into the United States.
Most important was Chile, with 37% of the volume and 36% of the value.
Other significant sources were Rhodesia-Nyasaland with 12% of the total
value, Mexico with 8.5%, and the United Kingdom and Peru with about
5% each.

Since 1950 Chile's share of the United States market has decreased
while that of other major suppliers has risen. By value, Chile's share fell
from 47.1% to 35.7%. The share of Canada rose from 15.7% to 18.4%,
that of Rhodesia-Nyasaland froni 7.6% to 11.6%, that of Mexico from
7.4% to 8.5%, that of the United Kingdom from 0.7% to 5.3%, and that
of Peru from 2.8% to 4.8%. The volume of total imports (except finished
manufactures) showed a slight decline between 1950 and 1955. ,

The data pubhshed by Minerals et Metaux show that the United King
dom relies heavily on imports. In 1954, production of refined copper was
50% of consumption but total imports, including the raw materials for
United Kingdom refineries, were 91% of consumption. Imports less re
exports were83% of consumption plus domesticexports.i^^ United Kingdom
import data suggest that Canada and Chile, especially Chile, have been
improving their positions over recent years relatively to Rhodesia and
Nyasaland, at least with respect to the copper which is identified as to
source. Between 1953 and 1955, the share of total imports provided by
Rhodesia and Nyasaland declined from 65% to 53%, while the share supplied
by Canada rose from 14% to 16% and the share supplied by Chile went up
from zero to 14%.

{d) Market Outlook

"The widespread use of copper stems from its excellent con
ductivity of electricity and heat, its resistance to corrosion, and its
properties of ductility, malleabihty, and strength. Nearly half is used
by the electrical industry in virtually pure metalhc form and most of
the remainder in the manufacture of brass, bronze, and other alloys,
for ultimate use in buildings, automobiles, ships, and other apphca-
tions. During times of mobihzation and war, copper's most important
use is in ammunition and in communications, although there are many
other vital uses. Steel has replaced copper for some ammunition
purposes, and aluminum is acceptable for some electrical uses. On
the whole, however, copper is expected to be consumed in increasing
quantities in future, following much the same growth pattern as in
the past."!®®

Minerals et Metaux, op. cit., p. 22.

J86 U.S. Department of the Interior, Bureau of Mines, op. cit., p. 219. The matter of substitutes for copper
is discussed on p. 236.
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The Paley Report's forecast for copper is indicated by the following
table. - . .

Copper Position, 1950, and Projected, 1975.
{thousands of short tons)

1950 1975 %,increase

U.S. consumption (inch scrap) 1,730 2,500 45

U.S. production — mine 907 800 —12

— secondary 475 700 47

U.S. net imports 448 {a) 1,000 {b) 123

Other free world consumption '

(excl. scrap) 1,343 2,050 53

Other free world mine production 1,608 («) 3,050 ib) 90

(a) Variation from calculated result reflects changes in stocks.

(&) Required.

Source: Paley Reporl, Vol. II, p. 36. See also Vol. 11, pp. 118-120 and 132-133.

• Reserves in other free countries were regarded as adequate to support
the required production. At a minimum estiinated at 190 million tons,
they were over 60 times the "required" 1975 level of production. Moreover,
the great bulk of the reserves occurred in a few very large deposits and thus
could support a large expansion. Adequate reserves, however, did not
mean that expansion could be taken for granted, even allowing for the
stimulus given by United States demand to the expansion of United States
controlled output. Obstacles included policies on taxes, exchange rates,
foreign investment; capital transfers, labour and expropriation. Further,
foreign producers were faced with shortages of fuel, power, transportation
and labour, and it would seem that $2 billion to $3 billion would be needed
to bring about the necessary expansion. Continued efforts would have
to be made to overcome the obstacles, but if sufficient expansion was
achieved, the cost of copper in 1950 dollars was expected to stay at about
the 1950 price (24.20c. per pound). Nevertheless, the obstacles noted
were felt to mean that a steady tendency for demand to run ahead of supply
was "a strong possibility" for the foreseeable future.i^''

A discussion of reserves suggested both that Canadian reserves were
small and that they were relatively low-grade. With respect to the latter
aspect, the Report made the comment that few if any of the large United
States deposits could be worked profitably if situated in Northern Rhodesia
or Chile. Political stability, nearness to markets, adequate power, trans
portation, skilled labour and competent management made the difference.^®®
The same factors are important with respect to Canadian production. Also,

>S7 Paley Report, Vol. II, pp. 36-38 and 33. ^

•»! Ibid., Vol. II, pp. 36-37 and 144-14.3.
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Canadian ores are relatively complex, although the necessity of producing
and marketing co-products brings disadvantages as well as advantages.

A more recent consideration of the outlook for copper was contained
in an article by William P. Shea, published in the August 1955, issue of
Engineering and Mining Journal. Starting from 1954, a somewhat depressed
year in the United States but not in overseas countries, Mr. Shea would
appear to have expected about the same rate of growth in United States
copper consumption as did the Paley Report, but a slower rate of growth
in consumption in countries other than the United States. United States
production of new copper in 1975 would be somewhat above that suggested
in the Paley Report, and required United States imports would rise some
what less. The great difference, however, resulted from the relatively-modest
increase in copper production which Mr. Shea saw taking place outside the
United States. Mine production of copper" was expected to increase by
only 19% as against the 90% increase which the Paley Report regarded
as necessary.

Moving from the tight situation in 1954 when there was little margin for
stockpiling, Mr. Shea expected that, between 1955 and 1960, it was likely
that the supply of-new copper would tend to exceed both industrial and
governmental requirements. For the period 1960 to 1975, however, present
sources of supply seemed inadequate for rising industrial requirements
throughout the world. New sources would have to be developed. Thus
his data showed a deficit of industrial use over production of 420,000 tons
in 1975. The restoration of equilibrium in the period 1956 to 1960 lead to
the expectation that copper prices would revert to a level of about 30c. a
pound. At this level copper producers generally enjoyed a satisfactory
profit margin. Beyond L960, the long-term price of copper would depend
on how adequately sources of supply were expanded to meet rising demand.
Based on prospects for both demand and supply, a reasonable expectation
seemed to be a long-term price level of 30c.,

The section on copper in the study by the United States Bureau of Mines
noted that, while copper occurred widely in nature, most of the world's
mine production was in a few places and from very large production units.

.About 90% of the unmined world copper resources was in five regions —•
South-Central Africa, Chile, the western United States, eastern Ontario
and southern Quebec, and Kazakhstan in the U.S.S.R.^®^

In response to the strong postwar demand, the major producers had
undertaken new production and expansion projects. Some, but not" all,
of the United States projects have received government assistance, through
loans, purchase contracts and tax amortization benefits. Also Export-
Import Bank credits were made available to assist in financing the United
States dollar cost of bringing one of the Peruvian properties into production.

U.S. Department of the Interior, Bureau of Mines. ot>. cil., pp. 220 and 223-4. Subsequent data suggest
the addition of large Peruvian deposits.
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and a company operating in Northern Rhodesia received a United States
Government loan. Various Canadian developments were listed.

Only under such abnormal conditions as a major depression were United
States mines seen likely to fill total domestic demand, and then only if
prices remained high in relation to costs. Growing dependence upon im
ports, however, resulted more from the increase in United States consump
tion than from the exhaustion of domestic reserves, and was met in part by
increased imports from Africa and Canada, but principally from Chile.
Of supplies from Chile, virtually all were received from properties controlled
by two United States companies. Western Hemisphere production was'
held to be adequate to take care of Western Hemisphere requirements,
but United States dependence on imports had lead to the establishment of
a large national strategic stockpile objective. At the end of 1954 the objec
tive was still incomplete.!®!

In attempting to assess the future value of Canada's copper exports,
a problem of considerable magnitude concerns the likely development of
copper prices. In about 14 months, the New York price of copper rose
from about 30c. a pound to 46c. and over. Thus in February 1956, the
major United States producers raised their prices to 46c. United States
custom smelters, however, were soon quoting prices as high as 55c. and
comparable prices were achieved on the London Metal Exchange. Subse
quently, the premium over the 46c. price of the major United States pro
ducers disappeared and was replaced by a discount. After a move by
International Nickel early in July, the price of major United States producers
was cut to 40c. In January 1957, this price was 36c. and that of the custom
smelters 35c.!®2

In the face of considerable uncertainty, the best assumption is perhaps
that Canada's copper exports in 1980 will take place at the same average
value as was registered in 1955. In that year Canada's exports of copper in
ingots, bars, cakes, slabs and billets had an average f.o.b. value of 35.Be. a
pound. This corresponded to a New York price which during the year
averaged about 37.5c.

The next question concerns access to the United States market. Refer
ence has been made to the possibility of the reimposition of the United
States excise tax of 2c. a pound on copper imports. Aceording to the Inter
national Nickel Company, "this constant overhanging risk of the United
States duty has clouded the outlook for Canadian copper and prevented
sales development in this adjacent and logical large market."!®^ Neverthe
less, all indications are that, if the United States remains moderately pros-

1™Ibid., pp. 229-231.

'"1 Ibid., p. 239.

- 132 j'/jf Gazette, Montreal, May 28, June 11, July 16, August 20 and 23, and September 17, 1956, and January
21, 1957; and The Financial Post, Toronto, July 7, 1956,

13' Inco Brief, p. 39,

211



ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

perous, it will have to import very large quantities of-copper. TherPaley
Report projected, an increase of -123% in United States .copper imports
between 1950 and 1975 and an examination of the situation suggests the
reasonableness of the expectation that the increase between 1955 and 1980
will be at about this rate. The significance of the costs of bringing new
properties into production, and the various,problems which face producers
outside North America, suggest that, despite the probability of lower total
ore reserves, Canada can probably hold its own in competition with other
producers in the United States market. " '. \

In overseas markets, it seems less likely that Canada ;Will share fully
in the growth in consumption. Thus, while the Paley Rep.ort predicted that
other free world consumption would increase by 53% between 1950 and
1975, it is here assumed that Canada's overseas exports, .will rise between
1955 and 1980 by about 25%. The forecasted growth in pYcrseas consump
tion may, however, considerably understate the possibilities, if adequate
supplies are available. While the United States consumes anhufilly about
17 pounds of copper per head, the balance of the world appears to use
less than two pounds per head.

On the basis of these considerations, the following projection, .is offered
for Canada's copper exports.

Projection of Canada's Copper Exports

1950 1955 ' ^ 1980

Thousands of tons '•

U;S. ; .......... 90 106 - ' 235-

Overseas 99 126 ' 160

Total . 189" 232 ' .395

Millions of, dollars, . .
U.S 42 82 , 182

Overseas. 46 93 • 118

Total 88 175 300

Can, Canada supply exports of copper aggregating 395,000 tons in,
1980? The vice-president of Noranda Mines, Limited, has suggested that
annual Canadian' consumption might rise from 138,000 tons to 215,000
tons over the 25-year period.i^i Exports plfe consumption aggregating
610,000 tons in 1980 compare with 370,000 tons in 1955. The latter figure
exceeds Canadian production of 326,000 tons, 'there is, however, some
double counting resulting from exports of manufactures and scrap. Also,
part of Canadian consumption is supported by imports. The appropriate
question, therefore, would seem to be whether Canadian production can
keep pace with an increase in consumption plus exports from 370,000 tons
to 610,000 ^tons. This, would, be ap increase of 65%.

H. L. Roscpe, oP. cil. ;
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The press has contained article after article about the discovery and
development of new supplies of copper in Canada. The bringing into pro
duction of new copper properties requires both time and money. Neverthe
less, given the demand which is expected and a New York price of 37.5c.
or more, it would seem that an increase in Canadian production of some
65% is not an unreasonable expectation. .Canada would appear to have
the copper resources available and, in the circumstances anticipated, pro
duction should be able to support exports of close to 400,000 tons in 1980.

18. Lead and Products

As in the case of copper, Canada's exports of lead have been lower in
recent years -than they were in 1937 (or 1938 in the case of copper) when
lead in ore and pig and refined-lead amounting to 185,000 tons were ex
ported. In 1954 these exports aggregated 176,000 tons, but in 1955 they
were down to 151,000 tons. In 1937 these exports had a value of $18 million.
The peak was established in. 1952 when 154,000 tons were valued at $49^
million. In 1954,. however, the value was $40 million and in 1955 it was
$37 million.!®® • • "

Almost all of Canada's lead exports are in ore or in pig and refined
form. Since the prewar period the relative importance of these two cate
gories has altered significantly. With the increase in lead mining in eastern
Canada, the export of lead in ore has risen substantially, from 8,000 tons
in 1937 to 24,000 tons in 1952 and to 58,000 tons in 1955. Meanwhile, there
has been a decline in the export of pig and refined lead —from 177,000
tons'in 1937 to 130,000 tons in 1952 and to 93,000 tons in 1955. .Minor
quantities of lead are exported in other forms. In 1952 exports of lead
scrap were valued at $1.2 million but in 1955 the value was down to $81,000.
Lead manufactures in 1955 aggregated only $24,000. Exports of the two
ihajor categories were valued at $15 million and $22 million, respectively,
in 1955, so that lead in ore had a slightly higher average value than did pig
and refined lead.

The United Kingdom was Canada's most important market for lead in
the prewar period, taking well over half of total export in the years 1937
to 1939. Next in importance in these years was Japan. The United King
dom has remained an important market in the postwar period but, in each
year since 1947, has been less important than United States. Other con
sistently important markets in-recent years have been Belgium-Luxembourg
and the Federal Republic of Germany. Of total exports of lead and products
in 1955, 45% of the total value went to the United States, 35% to the United
Kingdom, 12% to Belgium-Luxembourg, 6% to the Federal Republic of
Germany, and 1% to Japan. The value was above that in 1952 in each case

195 Between the first eleven months of 1955 and the same period in 1956^ exports of lead and products
declined from $34.7 million to $33.1 million, despite higher prices.
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except that of United States where it was less than half of the $36 million
of the earlier year.

As a producer of lead ore, Canada with 10% of the world's total in 1954
followed the United States and Australia with about 15% each, and Mexico
and the U.S.S.R. with about 11% eaeh.i®® While Canada has a relatively
large share of the-world's ore reserves, recently discovered potential lead-
zinc producers both in eastern and northwestern Canada are relatively
low in lead as compared with zinc.

The Paley Report was relatively optimistie about the future of lead.
Between 1950 and 1975, total United States demand for lead was expected
to increase by 61%, and demand for new lead (as opposed to scrap) by 53%.
In the rest of the free world the increase in demand was expected to be 78%.
As United States mine production'was expected to decline, required United
States imports were expected to grow over the period by at least 59%, taking
account of an increase in secondary production. To meet demands outside
the United States and United States import requirements, mine production
in the rest of the free world would have to double between 1950 and 1975.

Despite a relatively good reserve outlook, however, the outlook for a doubled
production was stated not to be good. Demand was unlikely to be satisfied
over much of the 25-year period at prices near the existing level, so that
the price of lead might be expected to show a marked tendency to rise
relative to general prices. Some major adjustment was expected to have
to come on the demand side.i®''

The recent study of the United States Bureau of Mines took a somewhat
different position. It noted that world production of primary and secondary
lead in the period 1948 to 1954 was well in excess of world requirements
so that large stocks were accumulated. In 1950 and 1951 consumer demand
and the stockpiling programme not only stimulated further production
but absorbed mueh of the excess output. In 1952 stockpiling and world
consumption were both cut back so that prices began to fall. Mueh of
the excess production was shipped to the United States where prices fell
and mines were closed. In the second half of 1954, resumption of United
States stockpiling and increased world consumption tended to alleviate
the market situation somewhat and there were indications that United

States production was reviving.•

In the section on the outlook for lead, the Bureau stated that world
reserves of developed and inferred ore were adequate to meet foreseeable
uses for the next 30 years and that the potential reserves of undeveloped
areas were believed even greater. Future United States supply, however.

Data from the Annual Report of the American Bureau of Metal Statistics appearing in D.B.S., The
Silver-Lead'Zinc Mining Industry, 1954.

Paley Report, Vol. II, pp. 118 and 132, and Chap. 6, pp. 39-45.

U.S. Department of the Interior, Bureau of Mines, op. cit., p. 418.

214



THE OUTLOOK FOR EXPORTS BY COMMODITY

would be derived in even larger part from imports and secondary sources,
as consumption was expected to increase while domestic mine production
remained relatively constant. United States consumption of lead was
expected to be about 1.2 million tons in 1955 and to rise to about 1.45
million tons,by 1975. Elsewhere in the world, consumption should increase
considerably owing to improved standards of living as well as increased
population in many areas. As regards the problems facing lead, it was
stated that the distress caused by the current oversupply could best be met
by action to reduce cost of production and by greater development of
markets. In the long run, however, the problem in supply would be one
of shortage. The easily discovered deposits had been found. Those yet
to be found required intensive search.'^^

Looking forward to 1980, it is here suggested that Canada's exports of
lead and products will amount to $50 million. This would represent an
increase of 35% in value over exports in 1955, but would be merely a return
to the 1952 value of exports. It is recognized that this projection may
understate the future of Canada's lead exports. The market related to
nuclear processes may increase and other overseas consumption may grow
relative to that in the United States. On the other hand, the use of lead in
pigments has declined and there hangs over the industry the possibility of
a substantial decline in consumption resulting from the disappearance of
the use of lead in the production of gasoUne accompanying the switch to
gas turbine engines. In other uses, recovery as scrap is high relative to
most metals. Accordingly, it seems desirable to employ a relatively modest
projection.

\

19. Nickel

(a) General Export Position

Ranking about equal to aluminum in the postwar period, nickel was
Canada's most important mineral export in 1955, other than manufactures
of iron and steel. At $215 milHon, domestic exports of nickel accounted
for 4.8% of total domestic exports including gold.

All the nickel exports identified in the Canadian trade statistics are in
primary form, although United States import data show minor quantities
of nickel in bars, rods, plates, sheets, strips, etc., as coming from Canada.
Of the $215 milhon of nickel exports in 1955, $135 million consisted of
fine nickel (nickel in pigs, ingots, etc., in the United States import statistics).
The nickel content of exports of matte or speiss amounted to $79.million,
and nickel content of oxide was valued at $1 million.

Domestic exports of nickel rose from 55,000 tons in 1929 to 111,000
tons in 1937 and to 174,000 tons in 1955. The value of these exports rose

' Ibid., p. 443. The projection of 1.45 million tons of U.S. consumption by 1975 compared with a projection
in the Paley Report of 1.95 million tons in the same year, of which 750,000 tons would be scrap and 1.2
million tons would be new lead.
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from $26 million in 1929 to $59 million in 1937 and, as noted, to $215
million in 1955. Fine nickel has constituted the largest quantity, as well
as the largest value, in each of the years. Nickel oxide, consistently the
smallest of the three items, has declined in relative importance, falling
from 10% of the total volume and 14% of the total value in 1929 to less
than 1% of both volume and value in 1955. Another marked change has
been the rise in the unit value of nickel in matte or speiss relative to fine
nickel, particularly since 1937.

Although Canada dominates the free world mine production of nickel,
its exports are very highly concentrated on three countries. In 1954 and
again in 1955, 68% of the value of total domestic exports went to the United
States, 19% to the United Kingdom and 12% to Norway. This heavy con
centration has existed in every year since 1948, but was somewhat less
marked before the war. In 1937 the United States took 38% of total do
mestic exports, the United Kingdom 42% and Norway 4%.

In 1955 the United States took 92% of Canada's fine nickel exports by
volume but only 27% of the matte or speiss. The total volume of shipments
to the United States increased by 145% from 1937 to 1955. Most of the
recent nickel exports to the United Kingdom have been in the form of
matte or speiss for which the United Kingdom is the largest market (as it,
also was in the late 1920's and in the late 1930's). Part of the production
of the International Nickel Company of Canada, Limited, is refined in^
Wales by its subsidiary, the Mond Nickel Company, Limited. As a result
of the decline in fine nickel shipments, however, the total volume of Canada's
nickel exports to the United Kingdom in 1952-55 was only 70% of that
in 1937-38. Exports to Norway were negligible in the late 1920's and have
more than doubled in volume since the late 1930's. These exports consist
entirely of nickel in matte.or speiss, Falconbridge Nickel Mines; Limited,
having a refinery in Norway. The re-export of Canadian nickel after refining
in the United Kingdom and Norway helps to explain the heavy concentra
tion of Canada's exports.

(b) Canadian Production

The mining of nickel in Canada is associated with the recovery of a
number of other metals. The same ores produce nickel, copper, the platinum
metals, silver, cobalt, gold, selenium and tellurium. In addition, sulphur
dioxide is also recovered.^oo Recently, the recovery of iron ore has been
put on a commercial basis.

After a sharp decline following the first world war, Canadian nickel
production grew to 55,000 tons in 1929. It fell during the depression to
15,000 tons in 1932 but by 1937 it had exceeded 112,000-tons. During
World War II, output rose to 144,000 tons in 1943 and then declined, Since

200 D.B.S., The Nickel-CoPPer Mining, Smelling and Refining Industry, 1955
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1950 there has been, a considerable further increase, from 124,000 tons in
that year to 161,000 tons in 1954, 175,000 tons in 1955 and 178,000 tons
in 1956.201

Consumption of refined nickel in Canada was less than 3,000 tons
in each postwar year up to 1954 and in 1955 was 5,000 tons. Thus the bulk
of Canada's nickel production has been exported; in 1955 exports were
99% of production.202

Canadian nickel reserves would appear to be adequate for the foreseeable
future. The International Nickel Company's proven ore reserves in 1954
were stated to have a nickel-copper content almost 30 times 1954 production.
Despite the high level of production, the total of these reserves had risen
gradually since the war and in 1954 was at a new high.203 Falconbridge also
had large and increasing developed and indicated ore reserves relative
to production.2'''i At the recent rate of output, Sherritt Gordon reserves
at Lynn Lake would last ~20 years, and prospects of doubling this figure
were regarded as reasonably good.2')5 Manitoba also has large additional
lower grade nickel reserves at Mystery Lake and at Moak Lake (where
International Nickel has announced that it will develop mines). Further,
at least one deposit of copper-nickel ore has been outlined in southeastern
Manitoba.2''6 Development work is not limited to Ontario and Manitoba
but is also being carried out in Quebec, British Columbia, the Northwest
Territories and the Yukon, and a new smelter is expected to be producing
at Chicoutimi in 1958.207

(c) Canada's Place in World Production and Trade

Although losing ground recently to other producers, Canada is still
much the largest of the world's producers of nickel. In 1955, 64% of the
estimated total world production or about 78% of the production outside
the U.S.S.R. came from Canada. The U.S.S.R. was probably the second
largest producer with an estimated 17% of the world total, followed by
New Caledonia (10%), Cuba (6%), the United States (2%) and the Union
of South Africa (1%).2''8

201/kco 5nV/, p. 47; and D.B.S., The Nickel-Copper Mining, Smelting and Refinery'Industry, 1955\ and
Preliminary Estimate of Canada's Mineral Production, 1956.

202 D.B.S., The Nickel-CoPPer Mining, Smelting and Refining Industry, 1955\ and Trade of Canada.

208 Inco Brief, pp. 3 and 7. See also Royal Commission on Canada's Economic Prospects, Hearings, p. 4969
(statement by Inco president).

20* Ontario Mining Association, Brief to Royal Commission, on Canada's Economic Prospects, January
1956; and 7mco Bm/.

205 Prospects for Development in Manitoba, a Submission presented to the Royal Commission on Canada's
Economic Prospects by the Government of the Province of Manitoba, Winnipeg, November 14, 1955,
p. 47.

200 Ibid,, pp. 47-49. See also The Gazette, Montreal, July 27, 1956; and The Financial Post, Toronto, July 28,
1956.^

207 D.B.S., The Nickel-Copper Mining, Smelting and Refining Industry, 1955\ and The Financial Post,
Toronto, September 15, 1956,

202 D.B.S., The Nickel-Copper Mining, Smelting and Refining Industry, 1955 (data from the Annual Report
of the American Bureau of Metal Statistics).
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In 1954 the United States appears to have consumed about half of the
free world's metallurgical production, the United Kingdom 11% and France
4^ 209 These data, however, would not seem to reflect deliveries for the
U.S. stockpile. International Nickel has estimated that in 1954 the United
States received 68.5% of total free world deliveries and the United Kingdom,
13%.2H'

Until recently the United States produced only about 1% of its nickel
requirements, although it was expected to be producing nearly 5% by mid-
1955.211 United States trade data show that in 1955 Canada supplied 79%
of United States nickel imports by value and 81% by volume. Most impor
tant in the imports fronr Canada were nickel in pigs, ingots, etc. ($127

Nmillion). At $14 million, nickel oxide was more important than indicated
in the Canadian trade data and, at $3 million, nickel ore and matte con
siderably less important. The balance of nickel imports into the United
States in 1955 came largely from Cuba (9% by value, in the form of oxide),
Norway (10%, in pigs and ingots), and France (1%, almost all in pigs and
ingots). The concentration of imports in the form of pigs and ingots occurs
despite,the fact that these bear a duty of 1.25c. a pound, while ore, matte
and oxide enter the country duty free. The tariff on fabricated nickel alloy
products varies from 6.25% to 17.5%.2i2

The United Kingdom imports nickel ore, concentrates and matte for
local refining. According to U.K. trade statistics, in the years 1952 to 1955,
these imports came almost entirely from Canada. Of less importance in
U.K. imports is refined nickel. The U.K. trade data do not show the source
of these imports, but, according to figures published by the United Nations,
46% of such imports in 1955 came from Canada, 16% each from Norway
and from the United States and 14% from Japan.2i3

(d) Market Outlook

The Paley Report projected a doubling of the demand for nickel between
1950 and 1975, both in the United States and in the rest of the free world.
Because of the possibilities of shifts in response to technological change
and comparative supply conditions, however, the projections offered for
the additive or alloying metals were regarded as subject to an unusually
wide margin of error. Nevertheless, United States production of alloy
steels would probably increase faster than that of carbon steel, so that the
use of nickel and other additive metals was expected to increase faster
than the 50% rise projected for steel. Other uses of nickel included alloying

209 Minerals et Metaux, op. cil., p. 108.

210 Inco Brief, p. 18.

211 U.S. Department of the Interior, Buieau of Mines, op. cil., p. 557.

212 Ibid., p. 564; and hico Brief, p. 38.

213 United Nations, Coniviodity Trade Slaiislics, January-December 1955. Part of the nickel production
of New Caledonia goes to Japan for smelting {Inco Brief, pp. 13-14).
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with cast iron and non-ferrous metals, use in unalloyed form, in plating
and as chemical agents! These uses were expected to grow at a rate similar
to that in alloy steels-^w

The Western Hemisphere was held in the Report to have ample reserves
of nickel, account being taken of the lateritic ores of Cuba where operations
were being resumed, and of the unexploited deposits — chiefly laterites
and low-grade silicates — in Brazil and Venezuela, and also in Tanganyika,
Celebes, Borneo and the Philippines. While the deposits in the Sudbury
district constituted by far the largest concentration of nickel in sulphide
ores known in the world, the lateritic ores — rock formations, rotted by
the weather of the tropics — were the world's greatest potential sources of
nickel and chromium, as well as being rich sources of iron and cobalt.
These ores had been used as a source of iron from time to time and cur

rently, as in the war, were being used as a source of nickel. If metallurgy
could solve the problem of how all four of the metals, or even three or two
of them, could be economically recovered in one operation, they would
become commercial sources of great importance. Cuba, for example, was
estimated to have reserves of 25 million tons of nickel as compared with
four million tons for Canada. In the face of the metallurgical problems,
however, nickel, like most non-ferrous metals, was regarded as scarce in
relation to its use and it was felt that the projected requirements for 1975
would be difficult to meet.^is

In examining the situation with respect to nickel, the United States
Bureau of Mines reached the conclusion that "world production of nickel
for many years will, as in the past, continue to come chiefly from Canada,
where expansion programmes have been under way". United States de
pendence on imports could be reduced if further exploration of certain
sulphide deposits disclosed substantially larger reserves and an economic
process was developed for treating extremely low grade nickeliferous iron
ores. But, despite the fact that there were enormous potential reserves of
nickel throughout the world, economic ore deposits were exceedingly rare.
The Sudbury district provided a notable exception. Whether or not Cuban
nickel could compete in a peacetime economy would still seem to depend
on the economic recovery of the associated minerals or on the development
of an improved and lower-cost method for extracting nickel.^is

According to the Bureau of Mines study, the foremost problem con
fronting the nickel industry was the great disparity between peace and war
requirements. The recent expansion programme in Canada, in the United

Paley Report, Vol. II, pp. 25-26. On p. 9 of Vol. I, it is indicated that the projected doubling of demand
for nickel refers to new material exclusive of scrap. With respect to the relative growth in the demand
for nickel and steel, the Inco Brief indicated on p. 50 that the U.S. consumption of nickel since 1935 had
increased only slightly more rapidly than steel production.

2'^ Ibid., Vol. I, pp. 91, 93 and 135; Vol. II, pp. 26-27; and Vol. IV, pp. 2 and 11.

216 U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 557, 560 and 567. The quotation is from
p. 567.
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States and in the United States Government facilities in Cuba meant that
the capacity to produce nickel would exceed peacetime needs, i.e., needs
following the fulfilment of the United States stockpile objective. Neverthe
less, new uses were being developed and would have peacetime application.
The industry's aggressive research would also enlarge peacetime uses,
although restrictions and the recent emphasis on scarcity had retarded the
development of additional markets. Within 10 to 15 years, it was believed,
markets would be found for most of the output of the current defence
programme. Scarcity had meant the development of substitutes, but many
of these had not proved wholly satisfactory. With plentiful supplies, users
would return to nickel and downgrading would become unnecessary.^!'?

The brief presented to the Commission by International Nickel stated
that it was estimated that 40% of the free world's available supply of nickel
was currently absorbed by defence and United States stockpiling require
ments. It was noted that a United States source on government procure
ment requirements published on March 31, 1955, gave a figure for nickel of
840 million pounds, 390 milhon pounds contracted for at over-market
prices and 450 million pounds at market prices. The brief then quoted
from a United States Department of Commerce review of nickel in the
United States dated December 1955. Inter alia, this review stated that to
use the nickel supply anticipated on completion of stockpiling, consumption
would have to rise by 50%.2i8

The projection in the Paley Report was for a 100% increase in United
States and other free world nickel consumption over the period 1950 to
1975. Projected another five years, this would mean consumption in 1980
at about 130% above the 1950 level. Since 1950, however, total free world
production as well as Canadian production and exports have risen much
more sharply than this long-term rate of growth would imply. Between
1950 and 1955 the volume of Canada's exports rose by 43%. Despite the
increase in production, supplies have been tight and many instances of
prices far above that quoted by International Nickel have been reported.
The United States Bureau of Mines, however, was worried about non-
defence uses in the future, although it seemed relatively optimistic about
the ability of the industry to create markets.

Recently, however, there have been optimistie forecasts of the future
of world demand for nickel. Tjie United States Department of Commerce
and Office of Defense Mobilization are stated to have reported to Congress
that, between 1955 and 1960, free world production would rise by 40%.
Such an increase, however, would still be primarily to meet defence require-
ments.2!9 A similar increase has been suggested by the chairman of the

Ibid., pp. 557, 564, 567 and 568. See Inco Brief, pp. 32-34 &nd 43-46 for a discussion of the competi
tion of other materials with nickel.

Inco Brief, pp. 22-25. In June 1956, it was reported that the U.S. stockpiling programme had reached
only 50% of its objective (The Financial Post, Toronto, June 9, 1956).

219 xhe Financial Post, Toronto, September 22, 1956.
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board of International Nickel.^^® The Vice-President and General Manager
of Falconbridge predicted that world consumption in 25 years would rise
to one billion pounds annually (perhaps double 1955 production). Such an
increase would require the equivalent of a new International Nickel Com
pany every 14 years.^^i jn any event, the demand anticipated has been such
as to lead International Nickel to announce the development of new mines
and processing plants in the Mystery-Moak Lakes area of Northern Mani
toba and it is reported that this, together with progress under way at Sudbury,
will increase Inco's nickel producing capacity by about 130 million pounds
or 50% (of which some 24 million pounds will replace existing temporary
premium-priced production for the United States stockpile).222 It is also
reported that one of the new mines has an ore grade above that at Sudbury.223
In addition to this development, the press has reported very active search
for new supplies and has indicated some success, as in the northern Ungava
district of Quebec.224 Further, there have been reports of export contracts
or offers with prices at substantial premiums being received by smaller
producers.225

While it appears likely that Canadian nickel supplies will continue
adequate for almost any non-war situation over the next 25 years, supplies
available from non-Canadian sources are difficult to judge. Presumably
the metallurgical problem of the lateritic ores will be overcome, although it
is impossible to say when. Similarly, it is not possible to foretell whether
the costs of production for nickel from this source will be above or below
Canadian costs.226 Over the long run, however, it would appear necessary
to assume that the Canadian share of the world export market will decline.
How rapid such a decline is likely to be is a matter of considerable uncer
tainty.

Another area of uncertainty relates to the future of nickel prices. In
- December 1956, International Nickel announced an increase in the price

by 9.5c., to 74c. a pound. But, as has been noted, there have long persisted
premium prices substantially above this level. Yet what will happen when
stockpiling activity ceases is difficult to predict.

For 1980 it is suggested that Canada's nickel exports might grow in
value to something like $350 million or more than 60% above the 1955

220 The Gazette, Montreal, January 15, 1957,

221 The Globe and Mail, Toronto, September 14, 1956; and The Financial Post, Toronto, October 20, 1956

222 The Gazette, Montreal, December 6, 1956.

223 The Globe and Mail, Toronto, December 24, 1956.

221 The Financial Post, Toronto, December 29, 1956, and January 5 and 26, 1957; and The Gazette, Montreal,
January 12, 1957,

225 The Financial Post, Toronto, October 20, 1956; and The Gazette, Montreal, December 14, 1956, and
January 11, 1957,

225 Falconbridge Nickel Mines, Limited, has indicated an interest in lateritic ores in the Dominican Republic
{The Financial Post, May 12, 1956). See also Royal Commission on Canada's Economic Prospects,
Hearings, pp. 4984-4987.
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level. The various uncertainties reviewed in this section mean that the

figure is reached with considerable hesitancy.

20. Precious Metals (Excluding Gold)

{a) General Export Position

The value of Canada's domestic exports of precious metals other than
gold rose from a prewar peak of $23 million in 1938 to $49 million in 1951.
Subsequently the figure has been somewhat lower; in 1955 exports amounted
to $47 million. As is indicated in the following table, these exports consist
largely of platinum metals contained in concentrates or other forms, silver
bullion and silver in ore and concentrates.

The table shows that exports of platinum and other metals of the plat
inum group (palladium, rhodium, iridium, etc.) have become relatively
more important since 1937. Quantity data are not given for these exports,
but in value they rose from $8 million in 1937 to $26 million in 1955. In
1937 exports of platinum and platinum metals went largely to the United
Kingdom; in 1955 the United Kingdom accounted for 55% of these exports
and the United States for 44%. Exports of silver, which have increased
slightly in volume and have about doubled in value, went largely to the
United States in both 1937 and 1955.

Canada's Domestic Exports of Precious Metals (Excluding Gold)
(thousands of Canadian dollars)

1937 1954 1955

Jewellers' sweepings and scrap 1,338 1,395 1,119

Platinum and other metals of the

platinum group in concen
trates, etc. 8,375 27,630 26,303

Old and scrap platinum 28 10 12

Silver in ore and concentrates 2,567 6,961 4,858

Silver bullion 6,556 11,992 14,485

Silver manufactures, n.o.p. n.a. 54 54

Total 18,865 48,042 46,832

(b) Canadian and World Production

Nearly all of the platinum group metals produced in Canada come
from the nickel-copper ores in the Sudbury area. Production has risen in
the postwar period. In 1955, 170,000 fine ounces of platinum were pro
duced, as compared with 122,000 ounces in 1946. For the other platinum
metals, 1955 production of 214,000 fine ounces compared with 118,000

227 Between the first ten months of 1955 and the same period in 1956, exports of this group of metals rose
from $39 million to $47 million, a change accounted for almost entirely by an increase in the value of
platinum and the platinum metals. ^
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ounces in 1946. In 1956, however, production of platinum was down to
150,000 ounces and that of the other metals fell to 162,000 ounces.^^s

Data published by the United States Bureau of Mines showed that
Canada has been the world's most important producer of the platinum
group metals. In 1952, the most recent year for which data were published
in the Bureau's recent study, Canadian production accounted for 41% of
the estimated world total. Next came the Union of South Africa with 35%,
the U.S.S.R. with an estimated 15%, and the United States and Colombia
with about 5% each. Between 1952 and 1955 Canadian production increased
by 38%, but between 1952 and 1956 the increase was only U%™

Canada's maximum annual output of silver occurred in 1910 when
32.9 million ounces were produced. In 1940 production amounted to 23.8
million ounces and, after a wartime decline, it increased to 31.1 million
ounces in 1954 but dropped to 28.0 million ounpes in 1955 and 28.8 million
ounces in 1956. According to data from the Annual Report of the American
Bureau of Metal Statistics-published by the D.B.S., Canada was the third
most important producer of silver in 1953 when Mexico produced 22% of
the estimated world total, the United States 16%, Canada 13%, the U.S.S.R.
an estimated 11.5%, Peru 9% and Australia 6%.23<'

(c) Market Outlook

The Paley Report estimated that United States consumption of platinum
might increase by 30% between 1950 and 1975. Platinum was listed among
the minerals where there were little or no known United States economic

reserves, where significant discoveries were not expected, and where signifi
cant beneficiation or synthesis was not expected. About 90% of United
States consumption of the platinum metals was imported.^si

The study by the United States Bureau of Mines stated that South
Africa was expected to lead substantially in the production of platinum
group metals in the near future.232 Available data indicated that Canada
had reserves of about 6.5 million ounces of platinum group metals in copper-
nickel ores, which would be produced during the next 20 years and that
about 45% of this output would be platinum and the balance largely pal
ladium. Recoverable reserves of 10 million ounces in Africa appeared to
be a reasonable expectancy. Reserves in the Soviet Union were estimated

D.B.S., The Nickel-Copper Mining, Smellhig and Refining Industry, J955\ and Preliviinaty Estimate
o] Canada's Mineral Production, 1956.

229 ihidy, and U.S. Department of the Interior, Bureau of Mines, op, cii., p. 700. It is suggested in the fol
lowing subsection that Canada is no longer the largest producer.

D.B.S., Annual Report on the Mineral Production of Canada, 1945, p. 94; Preliminary Report on Mineral
Production, 1955, The Silver-Lead-Zinc Mining Industry, 1954\ and Preliminary Estimate of Canada's
Mineral Production, 1956.

22' Paley Report, Vol. I, pp. 24, 26 and 157.

222 In January 1956, the President of International Nickel stated that South Africa was probably a more
important producer of platinum metals than was Canada (Royal Commission on Canada's Economic
Prospects, Hearings, p. 4962).
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to amount to some four million ounces. As regards Canadian production,
it was not^ that the principal producer. International Nickel, shipped its
crude platinum-bearing products to a subsidiary plant in England for
reduction to refined metals. The greater proportion of the output was
returned to Canada, whence most of it was exported to the United States.
A minor part of the Canadian output of platinum metals was produced
by Falconbridge and refined in Norway.^33

The Bureau of Mines study also stated that, during the years 1941 to
1952, United States production of primary platinum group metals averaged
only 7% of domestic consumption. Unless new deposits were discovered
in the early foreseeable future this would decline to about 2%. The world
outlook for platinum group metals was for greater production and con
sumption. During the past 20 years, the annual consumption of platinum
metals in the United States for decorative uses had increased roughly twofold
and that for industrial uses, fourfold. The production trends seen were for
declining output in the United States and Colombia, slightly greater output
in Canada, and moderately greater output in the Union of South Africa.
Additional output was also possible in Southern Rhodesia and Ethiopia.334

In 1954 when Canadian silver production reached the highest level in
recent years, 69% was produced from silver-lead-zinc ores, 13% from
copper-gold-silver ores, 4% from nickel-copper ores, 2% from auriferous
quartz ores, and 12% from silver-cobalt and other ores. Thus Canadian
silver, like the platinum metals, is produced largely as a by-product or
co-product.335

The study by the United States Bureau of Mines noted thatj since 1933,
United States output of newly mined silver had been bought by the United
States Treasury at fixed prices. Normally, the domestic supply of silver
for industrial needs consisted of imports and secondary production pur
chased at open market prices, sources which were adequate for trade require
ments. As it seemed logical to anticipate that, in an emergency, legislation
would be enacted to release silver for military needs from the vast stocks in
Treasury holdings, no shortage of silver in the United States was felt to
be in prospect. No duties were imposed by the United States on the import
of silver in ores, bullion or coins, but silver manufactures were subject to
duties ranging from 17.5% to 55%. Unlike most other metals, the postwar
production of silver in the United States and the world had been below
prewar. Consumption and average prices, however, had been higher. The
increasing proportion of silver being consumed in industry and the arts
promised a more dependable demand than when politically controlled
monetary uses predominated. Continuance of international tension and

288 U.S. Department of the Interior, Bureau of Mines, op, cit., pp. 696 and 698.

"8 Ibid., pp. 695 and 701-702.

285 D.B.S., The Silver-Lead-Zinc Mining Industry, J954, p. 9.
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maintenance of strong industrial activity would sustain the production and
consumption of silver at levels somewhat higher than would otherwise
be so.2^®

Despite the somewhat pessimistic views expressed in the study by the
United States Bureau of Mines, it is felt that Canadian production of both
the platinum metals and of silver can increase and that exports should rise
by about 50% between 1955 and 1980. Accordingly, exports of precious
metals other than gold are projected as growing from $48 million in 1954
and $47 million in 1955 to $75 million in 1980.

21. Uranium

{a) 'Canadian Production and Exports

While export data on uranium are not yet published, the D.B.S. has
reported that production was valued at $26 million in 1955 and $40 million
(preliminary) in 1956.237 All uranium produced is exported in the form of
oxide to the United States Atomic Energy Commission and it would appear
that 1955 exports can be put at about $25 million. Mr. W. J. Bennett,
President of Eldorado Mining and Refining Limited and of Atomic Energy
of Canada Limited, stated in October 1955, that it was estimated that the
rate of uranium production in Canada at the end of 1955 would be eight
times as great as it was at the end of the war.238

{b) Sales Arrangements

In March 1948, Eldorado Mining and Refining Limited, a Crown
company, was made responsible for the procurement of all uranium pro
duced in Canada. Under the purchase pohcy there has existed, first, a
guarantee that Eldorado would purchase all uranium which was offered
under a pubhshed price schedule and, second, a guarantee that Eldorado
would purchase uranium under a special price formula. In the latter case,
the guarantee was subject to certain conditions — that applications for
special price contracts would be submitted by March 31, 1956, and assurance
that production would commence not later than September 30, 1957. All
purchases made to mid-June 1956 had been made under the special price
formula and it appeared at that time that this situation was likely to con
tinue. By mid-June 1956, special price contracts had been written for a
total value of about $700 million and it was expected that the amount
would reach more than $1,250 million when the negotiation of contracts

U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 790-792.

237 D.B.S., Preliminary Estimate of Canada's Mineral Production, J956. It is anticipated that the D.B.S.
will soon be publishing data on uranium exports which increased substantially in 1956.

288 xhe Atomic Energy Programme in Canada, address by W. J. Bennett, President, Atomic Energy of Canada
Limited, to Annual Meeting of National Industrial Conference Board in New York, October 27, 1955.
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ill process had been completed. Deliveries under both purchasing arrange
ments, however, were to terminate on March 31, 1962.2^9

Subsequent press reports have suggested that, if production from El
dorado's own mines is taken into account, total contracts will be near, and
may exceed, $1.6 billion. In October 1956, it was reported that, in order
to provide a full write-off of preproduction and capital expenditures for
certain producers, the quantities in the contracts would be increased and
the termination date for deliveries of the total contract quantity would be
extended to March 31, 1963. These increases and $202 million reported
for Eldorado raised the total to nearly $1.6 billion. In addition, one con
tract was reported without an amount being stated. '̂io

On May 24, 1956, it was announced that the United States Atomic
Energy Commission would continue its uranium purchasing programme
from the previous expiration date of April 1, 1962, to December 31, 1966.
The next day, the Minister of Trade and Commerce stated in the House
of Commons that it was not the intention of the government to extend the
Canadian uranium-buying programme at that time. He reminded the House
that there was a limit on the amount of uranium which the United States

Atomic Energy Commission would wish to purchase from Canadian sources.
The situation in that respect had not changed. The Minister noted, however,
that the special price contracts contained a clause which provided that the
purchaser would have an option to extend the contracts after March 31,
1962. Every effort would be made to clarify, the position with respect to
the exercise of these options at the earliest possible date. The government
was anxious to ensure that the industry would have continuing markets
beyond March 31, 1962. Negotiations were currently under way whereby
the United Kingdom would obtain from Canada part of its requirements of
uranium, to be supplied under an arrangement similar to that which pre
vailed with the United States Atomic Energy Commission. The quantities
involved would be supplied from the contracts which would be entered
into under the existing special price arrangement. As regards exports to
other countries, the government would take under consideration the estab
lishment of an export policy for uranium. It was, however, considered
desirable that the establishment of policy for export of more than research
quantities should await the outcome of the discussions at the United Nations
conference in September 1956.

239 Eldorado Mining and Refining Limited, Report, J954, p. 7; and The Atomic Energy Programme
in Canada, address by W. J. Bennett, President, Atomic Energy of Canada Limited, to the Annual Meeting
of the Investment Dealers' Association of Canada at the Algonquin Hotel, St. Andrews-by-the-Sea,
N.B., June 15, 1956.

"9 The Globe and Mail, Toronto, September 10, 1956; 7^heFinancial Post, Toronto, October 13 and November
3, 1956; and The Gazelle, Montreal, October 25 and December 13 and 14, 1956.

211 House of Commons Debates, Offuial Report, Friday, May 25, 1956, pp. 4325-26. An article in The Financial
Post, Toronto, of June 2, 1956, stated that the total of the first contract with the United Kingdom would
probably amount to only about 10% of Canadian "special contract" sales.

In October 1956, agreement was reached on an International Atomic Energy Agency under the
aegis of the United Nations.
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(c) Canadian Reserves

In October 1955, the president of-Atomic Energy of Canada Limited
pointed out that most of the new mines which had been discovered in Canada
had very large ore reserves. Even at the projected rates of daily production,
these mines would be long-lived. This was in contrast to the position in
the United States where it had been stated that reserves might well be ex
hausted by the early 1960's if the existing level of exploration and develop
ment was not maintained. While the major discoveries had been made in
two districts — the Beaverlodge district of northwestern Saskatchewan and
the Blind River district of Ontario — Canada still had immense areas of
unexplored ground which were geologically favourable to the occurrence
of radioactive minerals. Thus^ there was no doubt that current estimates
of production could be greatly exceeded if there were a market for addi
tional production.2'12

In addition to the Beaverlodge and Blind River districts, uranium is
produced in the Northwest Territories, and contracts have been awarded
to producers in the Bancroft area of eastern Ontario. A Financial Post
map also showed uranium occurring in the Kamloops area of British
Columbia, the Kenora area of Ontario and in Labrador. The Premier of
Newfoundland is reported to have stated that geologists had rated the
Labrador potential beside those of Beaverlodge and Blind River. If the
work came up to expectations, mining of uranium ore and processing of its
concentrates could commence in 1951.^^^

In December 1956, information on reserves and production was de
classified. On the basis of known information, Eldorado Mining and
Refining Limited estimated that Canada's reserves were 225 million tons
of ore with a uranium content of 237,000 tons. As at December 31, 1956,
Canadian uranium production would be at the rate of 3,300 tons a year.
This production would be contained in a high-grade concentrate. By mid-
1958 the rate was expected to be between 14,000and 15,000 tons per year.^^"!
The estimate of ore reserves of 225 million tons is probably conservative.
Unofficialsourceshave suggested that the Blind River district alone may have
a potential substantially in excess of this figure.

{d) Canada's Position in World Production and Trade

The recent study of the United States Bureau of Mines listed known
uranium deposits of geologic significance in the Belgian Congo, Mozam
bique, Southern Rhodesia, the Union of South Africa, the Northern Terri
tory of Australia, South Australia, Canada's Northwest Territory, the,Blind
River district, the Beaverlodge area, Czechoslovakia, France, England,

2^2 "W. j. Bennett, address of October 27, 1955, cited earlier.

2« The Financial Post, Toronto, March 3, 1956; and The OUaioa Journal, February 16, 1956.

Eldorado Mining and Refining Limited, Press Release, December 13, 1956.
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Portugal and a number of areas in the United States. It was stated, however,
that some of the deposits noted in the United States were not extensive and
might soon be mined out. The study also pointed out that the United States
was not self-sufficient in uranium resources and imported sizable amounts
of uranium ores and concentrates from the Belgian Congo, >Canada, the
Union of South Africa, and possibly other countries.^^s

Canadian uranium production appears so far to have been at a smaller
rate than that in either the United States or the Union of South Africa.
It has been announced that United States production in December 1956 was
at an annual rate of 8,000 tons of UsOs as compared with 3,300 tons for
Canada.2^® In the first 11 months of 1955, South African shipments of
prescribed material (uranium and thorium) were valued at £26 million.^ '̂?
Officially announced Canadian reserves, however, are greater than those
announced for the United States — 225 million tons with a uranium content

of 237,000 tons as against 60 million tons' with a content of 150,000 tons.
Canada's supplies and expected Canadian production bulk very large in the
world picture.

(e) The Outlook

The United States Bureau of Mines has stated that commercial applica
tion of nuclear power might becomecommonplace in ten years. In addition,
it saw increasing interest in the appUcation of radioisofopes to industrial,
agronomic and medical problems. Non-energy uranium requirements,
however,weresmall and probably would not increasesignificantly. Uranium
demand after 1962, the end of the period of guaranteed purchasing at the
time that the study was written, could not be foreseen, "although in every
respect the future seems most encouraging". Should applications for
nuclear energy in propulsion become widespread in the next five to ten
years, they might in themselves offsetany declinein the demand for uranium
that might develop in weapons production. Great strides had been made
in the preliminary investigations of nuclear reactor application to industrial
power generation. Studies by the Atomic Energy Commission and by large
industrial firms indicated that within ten years nuclear power would be
competitive, at least in high cost power areas. In attempting to utihze the
great energy potential of uranium, however, industry faced indeterminate
long-range problems of availability and price. The threat of a major war
made doubtful the future supply of fissionable material for industrial pur
poses. Some'immediate problems of industry and the armed forces in
developing power and propulsion reactor systems related to efficient struc
tural and coolant materials.. It was regarded as significant that some ma
terials most difficult to handle had proved most applicable to reactor con-

2^5 U.S. Department of the Interior, Bureau of Mines, op. cii., pp. 947-948 and 949.

United States Atomic Energy Commission, Press Release, December 13, 1956; and Eldorado Mining and
Refining Limited, Press Release, December 13, 1956.

International Monetary Fund, Inlernaliotial Financial News Survey, Washington, D.C., May 4, 1956 —
based upon The Star, Johannesburg, March 9, 1956.
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struction. Reduction of mass in shielding required to protect persons from
the radioactivity of the reactor fuel system would appear to be exceedingly
important if reactors were to have practical use in propelling aircraft,
automobiles and trains. Also important were the property and insurance
requirements involved in a central power station utilizingfissionable material
for fuel. Federal, state and locallegislation might necessitate suchexpensive
property and insurance precautions as to make the costs of atomic power
plants prohibitive.248 ^

As has been noted above, the president of Atomic Energy of Canada
Limited stated in June 1956, that it was expected that special price contracts
would be in excess of $1.25 bilhon when negotiation of contracts in process
had been completed. This meant that the gross value of Canada's uranium '
sales, when all of the mines including Eldorado's mines were in full pro
duction, would'be at the rate of, approximately $300 million per year.249
The same figure of approximately $300 million per annum was employed
in Eldorado's December 1956 press release giving data on reserves and
production.

Turning to the question of probable markets beyond March 31, 1962,
in his June 1956 address, Mr. Bennett recalled that the main objective of
Canada's uranium programme was the supply of uranium for military
projects. There was no information available at that time as to what the
level of demand for mihtary purposes would be after March 31, 1962.
There might, however, be some significance in the fact that the U.S. Atomic
Energy Commission had extended its domestic buying prograrnme to the
end of 1966. While the primary purpose of this extension was to develop
new ore reserves to replace present reserves, it also indicated that the United
States foresaw a substantial demand for uranium beyond 1962. Mr. Bennett
did not know what part of this demand would be for mihtary uses and what
part would be for civil uses, nor did he know whether the demand would
be such as to require heavy imports of uranium beyond 1962.250

As regards the probable demand for uranium for civil purposes, it was
possible to predict that nuclear power could and would be used. But even
if it were possible to arrive at a reasonably accurate estimate of the amount
of nuelear power which would be generated in a given region by 1965, it
would still not be.possible to forecast the amount of uranium requirements
for this power, since this would depend on the type of power reactor and
fuel system used. Power reactors differed in many ways but they differed
particularly in the amount of energy which could be extracted from a ton
of uranium, or what was eommonly called the difference in the burn-up
factor. If it were possible to utilize all of the heat potential of a ton of
natural uranium, the-requirements of uranium for a nuelear power pro-

"S U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 945, 949 and 950-951.
W. J. Bennett, address of June 15, 1956, cited earlier.

Suggesting reduced demand, an article in The Financial Post, Toronto, of December 3, 1955, noted U.S.
opimon that weapons induction might be cut back because of the size of the stockpile accumulated.
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gramme would be very small. There were, however, physical limitations
and cost limitations which stood in the way of the full utilization of the
heat potential of a ton of uranium. In order to obtain a high percentage
of burn-up, it was necessary to use the unburned or depleted uranium and
the plutonium in the spent fuel element. This could be done by extracting
from the spent fuel element in a chemical process the unburned or depleted
uranium and the plutonium and by re-entering these into the fuel system of
the reactor. This was called recycling. Theoretically it was possible to
continue this recycling until all of the heat potential of the original fuel
had been utilized. However, the cost of chemical processing placed some
limits on the number of recycles which might be economic. There were a
number of possible approaches to reactor design which ranged from what
was called a single-pass reactor (one in which no recycling was done) to a
fast breeder reactor which produced more fissionable material in the form
of plutonium than it consumed. No one could yetsaywhich type of reactor
would produce the lowest cost per kilowatt-hour.

In considering the future market for Canadian uranium, three periods
may be distinguished. The first period, running until 1962 or 1963, is
characterized by assured sales for military purposes. The second period,
from 1962-63 until 1970 or 1975, is one of condiderable uncertainty.
Civilian uses for uranium are not expected to approach mine capacity, and
prospects during this period are largely dependent upon mihtary uses. The
third period, which is expected to begin in the 1970's, may be called "the
age of atomic power". Assuming no major war, the demand for uranium
during this period will presumably be based largely upon civilian uses.^si

In an address in March 1956, Mr. Bennett analyzed the findings of
United Kingdom, United States, and Canadian documents as they affected
the requirements of uranium for power programmes.252 The Financial Post
derived the following table from Mr. Bennett's presentation.

Forecasts of Uranium Requiremerits for Power Generation
(tons of uranium)

Canada U.K. U.S.

1965

Maximum 130 600-700 2,550
Minimum 38 300-350 680

1975

Maximum 450 800 41,000
Minimum 290 440 11,000

Notes: (1) Allfigures include inventory additions for new reactors, as well as replacement for "burn-up".
(2) Somerecycling is assumed in all three countries. U.K. minimum useallows for a tenfoldincrease

in "burn-up" by 1965 and a hundredfold by 1975. The U.S. figures assume a combination of
six different reactor types in use.

Source: The Financial Post, Toronto, March 10, 1956.

251 The Financial Post, Toronto, March 10, 1956. ^
252 The Aionitc Energy Progravime in Canada, addiess by W. J. Bennett, President, Eldorado Mining and

Refining Limited, to Prospectors and Developers Association, Toronto, March 6, 1956.
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In another article in the same issue. The Financial Post drew certain
conclusions. The United States was the only country which could provide
a civilian market for anything like all the uranium Canada would be able
to produce 10 or 20 years from now and, even by 1975, it might not need
(for civilian purposes) anything like all Canadian production. It was esti
mated that, if contract prices averaged about $10 a pound of uranium
oxide, then $250 million a year would mean production of about 10,000
short tons a year of uranium during the contract period. (As has been noted
above, the gross value of uranium sales in the contract period has subse
quently been put at the rate of approximately $300 million per year.) This
approximated the low estimate given for United States civilian purposes
in 1975. It was nearly four times as great as the high estimate for 1965.
If the low estimate for 1975 turned out to be the most nearly correct, Canada
would need a monopoly of the United States market. If, however. United
States demand were nearer the high estimate, then the 1975 market would
look attractive, at least for presently planned production. The Post then
asked if it were likely that the United States would insist on keeping its
own mines going even if they were higher cost producers than those in
Canada, South Africa or the Belgian Congo. While it could be argued
that public demand for the cheapest possible power would compel the
United States to seek the cheapest possible atomic fuel, the fuel cost would
be a very small part of the total cost of an atomic power plant. The Post
also rioted that other demands were small beside those of the United States.

In terms of fuel requirements, it was thought that the rest of the world might
not even double the United Kingdom requirement by 1975.^53

Translating all this into a forecast of exports in 1980 is exceedingly
difficult. Assuming that there in fact exist substantial potential reserves,
there would appear to be no difficulty in Canada's exporting the amount
of uranium which will be demanded. The question is what will be the
demand. It would seem to be at least a possibility that the price of uranium
oxide will fall below the $10 a ton approximate figure which has been sug
gested for the present contracts. With the mills written off, Canada could
readily continue to export uranium even if there were a price reduction.
As little more than a wild guess, it is here suggested that exports in 1980
will run at something like the same volume as under the present contracts
and that there will be some fall in price, so that the value of Canada's exports
in 1980 would be about $200 million. It may be further suggested that, of
these exports, perhaps $170 million might go to the United States and the
balance to the United Kingdom and other overseas countries.

Another possibility is that Canada might export uranium in metallic
forrh and thus substantially increase the value of her exports. Eldorado
Mining and Refining Limited has decided to construct a uranium metal
plant with an initial capacity sufficient to meet Canada's requirements of

253 'fjig financial Post, Toronto, March 10, 1956. See also the same source, issue of June 2, 1956.
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uranium metal. The plant is expected to be in operation in late 1957.25^
It is possible that Canada's hydro power might be used 25 years hence to
produce very large values of metal or U-235, particularly for the United,
Kingdom. In view of the uncertainties, including those related to the
payments positions of overseas countries, however, no specific projection
is suggested for such exports. Nor is account taken of,the export of the
by-products of Canada's atomic energy programme. Atomic Energy of
Canada's NRU reactor was expected to pro'duce substantial quantities of
plutonium which would be sold under contract to the United States Atomic
Energy Commission. It would also produce large quantities of isotopes,
notably Cobalt-60.255

22. Zinc and Products

Canada's domestic exports of zinc approximately doubled in volume
between the late 1920's and 1937, and almost doubled in value, to reach
$15.5 million in the latter year. Between 1937 and 1952 the volume of
exports again doubled and the value rose to $97 million. Subsequently the
volume continued to rise but prices fell, so that in 1955 exports amounted
to 410,000 short tons and were valued at $71 million.^se Fifty-two per cent of
the volume of these exports and 67% of the value consisted of zinc spelter
or slab zinc, lower percentages than in the late 1920's and late 1930's but
above those of 1952. Most of the remainder consisted of zinc contained

in ore, although there were minor quantities of zinc scrap, dross and ashes,
and zinc manufactures.

In the late 1930's, the United ICingdom was much the most important
export market for Canadian zinc. Next in importance were Belgium-Luxem
bourg and Japan, with the United States taking relatively small quantities.
Since the war, the United States has been much the most important market,
with the United Kingdom in second place. In 1955 the United States took
67% of Canada's exports of zinc and .products and United Kingdom 29%.
Next in importance was Belgium-Luxembourg which purchased only 1.4%
of these exports. Sales to the United States accounted for most of Canada's
exports of zinc contained in ore and for somewhat more than half of the
zinc spelter. The United Kingdom's purchases were largely zinc spelter
and those of Belgium-Luxembourg largely in the form of ore.

Canada's output of zinc has increased more or less parallel with exports.
Between 1929 and 1937, production rose from 99,000 short tons to 185,000
tons. In 1955 it was at the all-time high level of 433,000 tons and in 1956
amounted to 424,000 tons. In 1954, 30% of Canadian zinc production was
recovered from copper-gold-silver ores, and the balance from silver-lead-

25< Eldorado Mining and Refining Limited, Annual Report, 1955, p. 8.

*5® Atomic Energy of Canada Limited, Annual Report, 1955-56 (year ended March 31,1956), pp.4 and 6.

358 Between the first ten months of 1955 and the same period in 1956, the volume of exports fell from 339,000
tons to 314,000 tons but the value rose from $58.6 million to $59.3 million.

232



THE OUTLOOK FOR EXPORTS BY COMMODITY

zinc and other ores. According to data from the Annual Report of the
American Bureau of Metal Statistics, Canada is the world's second most
important producer of zinc ore. Of the total reported for 1954, the United
States produced 17%, Canada 13%, Australia 11%, and the U.S.S.R. and
Mexico 9% each, the figure for the U.S.S.R. being an estimate.^s^

The Paley Report anticipated that, between 1950 and 1975, United States
demand for zinc would increase by about two-fifths and that of the rest of
the free world by about three-fifths. Since little increase was expected in
United States production, this would mean that production in other free
countries would have to rise by seven-eighths. The details of these expecta
tions are indicated in the following table.

Under favourable circumstances, the zinc outlook for the next quarter
century, unhke that for copper and lead, was expected to be adequate to
meet the growth in demand with little or no increase in real zinc costs.
Production from the large submarginal reserves beheved to exist in the

Zinc Position, 1950, and Projected, 1975
(thousands of short tons)

1950 1975

United States

Consumption (actual) 1,156 1,600(a)
Production — mine 618 700(fl)

•—secondary 75 100(a)
Net imports 382 800(Z))

Other free world

Consumption (new zinc) 1,061 l,700(a)
Net exports to U.S 382 800(Z>),
Mine production 1,313 2,500(a)

(a) Estimated or projected.

(&) Required.

Source: Paley Report, Vol. II, pp. 47-48.

United States and, inferentially, abroad could be induced by no more than
a small increase in the price of zinc. A rise in price would also encourage
greater substitution of other metals for zinc in such uses as galvanizing and
die-casting.258 It is possible, however, that U.S. imports were understated
in the projection. In recent years, production has been below the 1950level,
amounting in 1955 to about 506,000 tons.?59

The United States Bureau of Mines stated that Canada had the world's

largest zinc reserves on a national basis. Total reserves in the measured

D.B.S., Annual Report on the Mineral Production of Canada, 1045, p. 101; Preliminary Report on Mineral
Productioti, 1055', The Silver-Lead-Zinc Mining Industry, 1954\ and Preliminary Estimate of Canada's
Mineral Production, 1956.

258 Paley Report, Vol. II, p. 48. See also Vol. II, pp. 6, 44-49, 118, 121-122, 132 and 133.

259 U.S. Department of Commerce, Survey of Current Business, March 1956.
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and indicated classifications were estimated at over 70 million short tons of
metal, while developed reserves in Canada were estimated to contain 14
million tons of zinc. Partial information suggests that the world's total
zinc in measured, indicated and inferred ore reserves approximated 200
million to 300 million tons. In addition there were doubtless very large
quantities of metal in potential resources that were undiscovered or currently
uneconomic. In contrast to the 14 million tons in Canada, United States
reserves were suggested at 8.5 milhon tons of zinc content.^so

World production of zinc in the period 1948 to 1954 was well over world
requirements and consequently large stocks were accumulated. Much of
the excess production was shipped to the United States, where accumulating
stocks and the prospects of still more imports brought about unusually
low prices and the closing of many mines. World consumption of primary
slab zinc averaged 1,975 tons annually in the years 1946-53 and increased
39% over the period, while world output of slab zinc in the same years
ayeraged 2,042 tons and increased 65%. The high level of imports and the
depressed state of the United States zinc and lead mining industry stimulated
much study of various protective tariff proposals and other plans to aid
the industry. Although a report on the "escape-clause". provisions of the
Trade Agreements Extension Act in 1954 recommended that import duties
on most lead and zinc materials be increased 50% above the rates existing
on January 1, 1945, the President did not accept the recommendations of
the Tariff Commission. Instead he outlined an expanded stockpiling pro
gramme for strengthening the lead and zinc industry. In the second half
of 1954, resumption of United States stockpihng and increased world
consumption tended to alleviate the situation somewhat.^ei

World reserves of measured, indicated and inferred zinc ores appeared
to be adequate to meet foreseeable requirements for the next 40 years. World
consumption would increase, requiring an annual mine output of about
three million tons of zinc by 1965 compared to about 2.5 million tons at
the time of writing.^®^ United States reserves would permit continuation
of current or somewhat greater domestic mine output for many years. It
seemed probable, however, that a larger part of the supply would be met
by imports, for requirements would increase greatly and the ratio of scrap
generation to total consumption was declining. From 1955 to 1965, mine
production could be expected to average 550,000 to 600,000 tons a year.
Total distribution, including slab zinc consumption, direct consumption of
pre in pigments and chemicals, consumption of secondary metal and exports.

U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 977 and 992-993.

MI Ibid., pp. 978, 989, 997-999, and 1003.

M2 Thesefigures appearto have beenon a higherbasethan thosein the PaleyReport. In a table on p. 981,
1950 productionis shown as 2.14million metric tons (including 129,000 tons for the U,S.S.R,).
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totalled about 1.37 million tons in 1953 and was projected to increase to
1.65 million tons by 1975.2®3

The volume of Canada's zinc exports rose by 46% between 1950 and
1955 and, especially in the light of recent discoveries in Canada, future
increases are to be expected as world consumption increases. Further,
because of increased consumption in the United States and an increasing
deficit in that country, Canadian participation in world markets may be
expected to increase. At the same time, however, the possibility of an
increase in the United States tariff cannot be ignored. While additional
refining capacity appears to be expected in Canada, with increased mine
production of zinc, particularly from eastern Canada, the proportion of
Canadian zinc exported as concentrates may increase unless new refineries
are built in Canada. The desire to keep refimng facilities in the United
States operating at capacity may, however, mean pressure to import Cana
dian concentrates. European zinc demand is likely, in considerable measure,
to be for concentrates rather than refined zinc. A substantial chemical indus

try has grown up around European smelters, particularly in Belgium, and it
will be desired to keep the smelters operating to maintain supplies of sulphur
for the chemical industry.In the light of these considerations, it is sug
gested that Canada's zinc exports might increase from $71 million in 1955
to something like $125 million in 1980.

23. Other Non-ferrous Metals

Excluding electrical apparatus for later consideration, the mixed bag
remaining in the non-ferrous metal group in Canada's export statistics
ranges from brass,- the long-used alloy of copper and zinc, to such newer
so-called wonder metals as titanium, lithium and columbium. Data on
Canada's exports of these metals for-the years 1937, 1954 and 1955 are given
in the following table.

Canada's Domestic Exports of Other Non-ferrous
Metals and their Products (a)

(thousands of Canadian dollars)

1937 1954 1955

Brass and products 1,615 6,172 7,849
Clocks and watches 465 833 693

Cobalt in ore 59 6 —

Molybdenite n.a. n.a. 873

Titanium slag n.a. n.a. 5,424
Tungsten, ore and oxide n.a.. n.a. 6,536
Ores, n.o.p. 28 11,604 1,833
Cobalt metal 11 3,778 3,462
Tin plate scrap n.a. 745 828

2" Ibid., p. 1002.

' From January-October 1955 to January-October 1956, the volume of exports of zinc in ore rose by 9%
while zinc spelter fell by 21%.
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Canaela's Domestic Exports of Other Non-ferrous
• Metah and their Products — (Continued)

1937 1954 1955

Metallic scrap, dross and
ashes, n.o.p. 581 2,565 4,222

Cadmium n.a. 1,208 2,275
Calcium n.a. n.a. 1,283
Magnesium n.a. n.a. 4,888
Selenium and salts n.a. 1,944 2,556
Others 1,919 8,434 5,252

Total 4,678 37,289 47,974
(a) Excludes electrical apparatus, as well as aluminum, copper, lead, nickel, precious metals, uranium,

zinc and their products.

Between the first ten months of 1955 and the same period in 1956, there
was a further sharp increase in these exports, from $38 million to $52
million. Among the constituents, the most notable increases were from
$3.1 milfion to $6.3 million for titanium slag; from $0.9 million to $5.3
million for ores, n.o.p.; from $3.3 million to $4.2 milUon for metallic scrap,
dross and ashes, n.o.p.; from $2.0 million to $5.3 million for selenium and
salts; and from $4.4 million to $8.1 million for "others".

For the group as a whole, about 60% of the 1955 exports went to the
United States, while about 15% went to the United Kingdom. The only
items for which the United States did not account for 50% or more of
Canada's 1955 exports were brass and products, where the United States
share was 49%; clocks and watches, where the Union of South Africa took
51%; molybdenite, where there were no exports to the United States and
the largest share went to the United Kingdom; ores, n.o.p., which went
largely to Norway; and magnesium, where over half of total exports went
to the United Kingdom.

Cadmium is used mainly in electro-plating and in the manufacture of
alloys and compounds. The use of cadmium alloys in motor vehicle bearings
and for solders has created a strong demand for the metal. Cadmium is
also used in the arts, paints, ceramics, dyeing, etc. Canada's production,
which is recovered as a by-product of the electrolytic refining of zinc, grew
from 373 tons in 1937 and about the same level in the immediate postwar
years to 960 tons in 1955 and 1,129 tons in 1956. Production and exports
increased sharply between 1954 and 1955, when exports were valued at
$2.3 million, as compared with $788,000 in 1939. In 1954 Canada produced
about 7% of the estimated world total cadmium production and ranked

' after the United States, with 61%, South-West Africa, Mexico and Belgium.
The increase in production in 1955, however, may have been great enough
to put Canada in second position.^^s

285 D.B.S., Annual Report on the Mineral Production of Canada, 1945; The Miscellaneous Metal Minint
Industry, 1955\ Preliminary Estimate of Mineral Production, 1956\ and Trade of Canada.
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The United States Bureau of Mines found difficulty in forecasting with
any assurance the supply-demand picture for cadmium over an extended
period. The most logical assumption, however, was that supply and demand
would be in virtual balance during the ensuing decade with probable in
creases in both. Beyond a period of ten years, however, the demand for
cadmium was expected to increase somewhat, with United States production
remaining relatively stable owing to inelasticity of the industry. Thus the
long-range view was one of tighter supplies, with greater United States
dependence on foreign sources. Countries in which cadmium production
would probably increase substantially included Canada, Peru, the Belgian
Congo and North Africa. A large potential use for cadmium would seem
to be in nickel-cadmium storage batteries. Cadmium was also used in
nuclear physics to control the fissionable elements in reactors, and a possible
use was in the conversion of sunlight into energy.266

Canadian cobalt has been produced from the silver-cobalt ores of'North-
ern Ontario, from the nickel-copper ores of the Sudbury area and it was
expected that it would be recovered from the nickel-copper ores at Lynn
Lake. Not until reeent years, however, has Canadian cobalt production
equalled the 1.6 million pounds achieved in 1913. In 1937 production
amounted to 0.5 million pounds; in 1955, it amounted td 3.3 million
pounds, and in 1956 to 3.7 milhon pounds. Over three-quarters of the world's
mine production of cobalt in 1953 was produced in the Belgian Congo.
Other important producers were the United States, Canada, Northern
Rhodesia and Freneh Morocco. In addition to $3.5 million of exports
of cobalt metal, Canada's 1955 exports ineluded $2.9 million of cobalt
oxides and salts included in the chemicals group.267

The United States Bureau of Mines stated that cobalt occupied 'an
important position among the alloying metals owing to its ability to with
stand high temperatures, its cutting efficiency and its magnetic properties.
Because of progress in metallurgical research on extractive methods, only in
recent years had it been possible to produce cobalt in quantity adequate to
assure supplies for expanded applications. Reserves, however, were held to
be sufficient to sustain new and increased uses. United States production
of cobalt was expected to reach an annual rate, of 5.3 million pounds by
the end of 1955. It was also expected that additional production would soon
be forthcoming from the newly developed deposits in Manitoba, Northern
Rhodesia and Uganda. Recovery of cobalt from the lateritic ores of Cuba
was held to be promising, and other sources could add substantially to the
world supply.' When the national stockpile objective was attained, the
demand for cobalt would decline substantially. It was anticipated, however,
that eventually consumption in the United States might reach 10 million

U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 156-157.

U.S. Department of the Interior, Bureau of Mines, op. ciL, p. 208; and D.B.S., Annual Report on the
Mineral Production of Canada, 1945, p.'89; The Silver-Lead-Zinc Mining Industry, 195^\ and Preliniinaiy
Estimate of Canada's Mineral Production, J950.
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pounds annually, or slightly below the level in 1952 and 1953, and that usage
abroad would also expand. Nevertheless, for many years, peacetime demand
for cobalt would be substantially less than potential production.^^s

The Paley Report was much more optimistic about the future of cobalt,
projecting that United States consumption would rise from nine million
pounds in 1950 to 40 million pounds in 1975. Consumption in other free
countries was expected to increase at about the same rate, from six million
pounds in 1950 to 26 million pounds in 1975.269

Two rare metals generally considered together are columbium and
tantalum. Columbium is essential in the manufacture of special high-
temperature alloys and tantalum is equally important in the manufacture of
electronic equipment. Although the press has suggested that columbium
is one of the metals of Canada's future,2''9 it has been relatively unimportant
to date. Tantalum, and columbium concentrates from the Northwest
Territories were treated at Cap-de-la-Madeleine and the resulting oxides
exported for further treatment. In 1955 Canada's production of columbium
pentoxide amounted to 42 pounds valued at slightly over $1,000 — only
one-half of the production in 1954. The 1955 production of tantalum
pentoxide, however, was sharply up from 1954, amounting to 390 pounds
with a value of close to $10,000. A fire at the mine caused heavy damage
and operations were suspended, so that no production of either metal was
reported for 1956. Other firms, however, were continuing to develop the
deposits containing columbium, tantalum and uranium at Oka, Quebec, and
at Nipissing, Ontario.

The study by the United States Bureau of Mines was relatively brief on the
outlook for columbium and tantalum. It suggested, however, that their high
prices would probably drop sharply when the United States Government pur
chasing programme for foreign ores ended on December 31, 1956. The
United States imported 99% of its consumption and the problem was to
find ways to decrease the almost complete dependence of the United States
on imports and stockpiling. Many thousands of tons of columbium in low
grade deposits, such as the columbium bearing titanium deposits of Arkansas
and the pyrochlore-type mineral deposits of Canada and Africa, presented a
challenge.2'?2

There was no recorded production of lithium minerals in Canada between
1937 and 1954. From 1925 to 1937, inclusive, an estimated 250'tons were
produced and exported to the United States. Less than nine tons of lithium

U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 203 and 211—12.

Paley Report, Vol. II, pp. 118 and 132.

See, for example. The Financial Post, Toronto, May 5, July 21, and September 22, 1956.

271 U.S. Department of the Interior, Bureau of Mines, op, oil., p. 213; and D.B.S., The Miscellaneous Metal
Mining Industry, JP55; Preliminary Report on Mineral Production, 1955; and Preliminary Estimate of
Canada's Mineral Production, 1956.

272 U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 217-18,
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oxide or lithia were produced in 1954. Production then rose to 57 tons
in 1955 and to 2,400 tons with a value of $2.6 million in 1956.273 Thus, this
commodity is again being exported.

According to the United States Bureau of Mines, measured reserves of
lithium appeared to be relatively small compared with projected demand
but numerous deposits, including those in Quebec and Manitoba, had not
been thoroughly explored. Greater use of lithium in the lubricating field
presented a large potential market. Lithium minerals and compounds were
finding increasing use in glass and ceramics, air-conditioning, batteries, and
pharmaceutical intermediates. Other uses were also mentioned; the list
of potential uses was long and included well-drilling muds, bleaches, lumi
nous pigments, dental impression material, light metal alloys, propel
lents, fertilizers, food preservatives and optical instruments. Increasing
demand and thefavourable outlook fornew andenlarged uses foritsproducts
hadencouraged thelithium industry to expand. Several new possible United
States sources of lithium were seen. Many brines, salines and associated
deposits were known to contain lithium. Thelarge pegmatite deposits in
Manitoba and Quebec might be developed.274

A number of enthusiastic articles concerning the future of lithium mining
in Canada have appeared in the press. Among the uses mentioned has been
one "in the hydrogen bomb power area".275 it seems clear that Canada
has substantial quantities of lithium and that this mineral could become very
important. Any precise judgment at this stage, however, is extremely
difficult.

The D.B.S. does not show recent volume data for the production of
-magnesium or calcium and shows the value of the production of the two
refined metals together. This value rose from $1.5 million in 1950 to $6.6
million in 1955. In 1956 the figure was $5.6 million. According to estimates
of the United States Bureau of Mines published by the D.B.S., Canada's
production ofmagnesium in 1954 amounted to 6,600 shorttons, ascompared
with 1,764 tons in 1950. The same source suggested that in 1954 Canada's
production was about 5% of the estimated world total, as compared with
50% for the United States, an estimated 32% for the U.S.S.R., and about
4% each for the United Kingdom and Norway. United States 1954 produc
tion, however, was 34% below that in 1952.276

The recent study by the United States Bureau of Mines noted that
magnesium, the world's lightest structural metal, had achieved a place as a

"3 D.B.S., The MiscellaneousNon-Melal Mining Industry, 1955; Preliminary Report on Mineral Production
1955; and Preliminary Estimate of Canada's Mineral Production, 1956.

27^ U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 467 and 469-70.

275 See. for example, The Gazette. Montreal, March 8, May 24, and June 5. 1956: and The Financial Post
Toronto, May 5, June 30 and August 25, 1956.

276 D.B.S., The Miscellaneous Metal Mining Industry, 1955; Preliminary Report on Mineral Production
1955; and Preliminary Estimate of Canada's Mineral Production, 1956.
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mainstay in worldwide development of air travel and air transportation.
During the decade following World War II, magnesium became established
as a structural metal for civilian uses. The abundance and wide distribution
of the principal magnesium-rich minerals would make the United States
self-sufficient in magnesium and its compounds, even without the limitless
supply known to exist in the oceans that border the United States. Thus,
as was noted earlier, a relatively small part of Canada's $4.9 million of
magnesium exports in 1955 went to the United States. As regards the
outlook, the Bureau noted that, in 1953, the magnesium industry forecast
that consumption would rise from 44,000 tons in 1952 to 110,000 tons in
1955 and to 125,000 tons in 1960. For calcium, the Bureau stated that the
outlook was one of moderate increase in consumption. Its relatively high
tensile strength, lightness and ease of fabrication had suggested its use in
light structural alloys. Its poor resistance to corrosion and other unfavour
able considerations, however, were serious obstacles. Calcium had other
potentially large uses, for example, in storage batteries, dehydration of
organic liquids, and steel and other metallurgical applications. '̂''?

As in aluminum, Canada has the advantage of cheap power in the
production of magnesium. Given access to markets, particularly in-' the
United Kingdom, Western Europe and Japan,, Canadian production and_
exports might well increase to several times the present level.

Molybdenum is used largely as an alloying addition in steel and cast iron.
World production is dominated by the United States with 90% of the
estimated world total of 65.5 million pounds in 1954. Canadian production
had a molybdenite, or molybdenum sulphide, content ranging as high as
760,000 pounds in the period 1946 to 1954. In 1955, however, production
jumped to 1.4 million pounds and in 1956 was almost 1.5 million pounds.
As regards the future, the United States Bureau of Mines stated that the
long-term trendfor consumption was upward. It noted that the Paley Report
estimated that United States consumption would increase to 70 million
pounds by 1975 and that consumption in the rest of the free world would
be 27 million pounds. Domestic consumption in the United States in 1953
was 31 milUon pounds. The Bureau also noted the developing use of
molybdenite as a lubricant, many newuses for the pure metal which were in
a development stage and the growing use of molybdenum in fertilizers. It
was suggested that by-product molybdenum might be produced from copper
mines under development in Canadaand the United States. A relatively small
"output from molybdenum mines in Canada and Mexico could be expected.
After stockpile purchases were terminated, capacity to producemolybdenum
would exceed demand, barring a full-scale war emergency. A gradual increase
in requirements, however, seemed certain, so that, after a period of several
years, presentproductive capacity might be inadequate. '̂̂ s

2'' U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 462. 471 and 483.
2" D.B.S.. The Miscellaneous Metal Mining Industry, J955: and Preliminary Estimate of Canada's Mineral

Production, 1956\ and U.S. Department,of the Interior. Bureau of Mines, op, cil., pp. 549 and 554-5,55.
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The United States Bureau of Mines described the element selenium as
paradoxical, being either a metal or a non-metal, a conductor or a non
conductor, amorphous or crystalhne, colorant or decolorant, and a hydro-
genator or dehydrogenator. The most important commercial source of
selenium was the anode mud or slime produced in the electrolytic refining
of blister copper. It was used in the glass, ceramic, chemical^ pigment and
rubber industries and, more recently, has been used in the stainless steel
industry. Miniature selenium rectifiers for converting alternating to direct
current had been used increasingly since 1947. Canadian production of
selenium amounted to 427,000 pounds in 1955 and 508,000 pounds in 1956.
This was less than production in 1946 but an increase in price had meant
that the 1956 value at $6.9 million was more than seven times that in 1946.
Most of Canada's output, produced by International Nickel and Canadian
Copper Refineries Limited at Montreal East, is exported. Although the
Montreal East plant was larger than any other selenium plant in the world,
the United Stateswas the world's leadingproducer of selenium. The Bureau
of Mines has stated that normal industrial demand for selenium was likely
to increase more rapidly in the period 1955—57 than production capabilities,
in spite of a widespread trend to design awayfrom the use of selenium and
theincreased use ofselenium substitutes. During 1957-59, however, increased
selenium production should be possible as a result of several research
programmes inprogress.^™ As has been noted, thevalue ofCanada's exports
of selenium and salts more than doubled between 1955 and 1956.

I

The phenomenal growth of titanium dioxide pigments is attributed
principally to their high hiding power per unit volume. Metallic titanium
owes its importance to the combination of lightness, strength and resistance
to corrosion. In addition, titanium white has such other uses as to make
paper opaque, to make rubber white, in ceramic glazes, for printing inks,
in linoleum, in cosmetics and to delustre artificial silk. The D.B.S. has
noted that in 1955 the Quebec Iron and Titanium Corporation mined
ilmenite, one of the minerals found in titaniferous ores, and shipped the
ore to the smelter at Sorel, Quebec. At the smelter, about 362,500 tons of
ore were treatedto yield about 116,000 tons of iron (remelt) and steel ingots,
and over 162,500 tons of slag. The slag, having a titanium dioxide content
of about 71%, was exported for further treatment. Production (and pre
sumably exports) of titanium dioxide in slag rose from 1,596 tons in 1950
to 117,O0O tons in 1955 and 152,500 tons in 1956. In addition, small quan
tities of titanium ore are exported to foreign smelters. According to data
from the United States Bureau of Mines published by the D.B.S., world
production of ilmenite concentrates in 1954 amounted to about l.Umillion
short tons. Of this amount 50% was produced in the United States, 17%
in India, 15% in Norway and 11% in Canada. World production of rutile.

U.S. Departmentof the Interior, Bureauof Mines, op. cil., pp. 777, 778 and 782; and D.B.S., The Mis
cellaneous Metal Mtnms Indaslry, I955-, and Preliminary Esltmale of Canada's Mineral Froduclion, 1956.
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the other commercially important titanium mineral, amounted in 1954 to
about 58,000 tons of which 87% came from Australia.^so

U.S. trade statistics show 1955 imports of ilmenite at $5.1 million
from Canada and $1.9 million from India, while imports of rutile were
valued at $2.0 million from Australia. No other sources were listed.
The Bureau of Mines noted that in 1953 about 99% of all the ilmenite
consumed went into the manufacture of titanium dioxide for pigments. The
major use for rutile was for welding-rod coatings. Titanium was estimated
to be the ninth most common metal and the fourth most plentiful structural
material in the earth's crust. Only ilmenite and rutile, however, had com
mercial importance. The largest known occurrence of ilmenite in the world
was that at Allard Lake, Quebec.^si

As regards the outlook, the Bureau of Mines stated that any major
expansion of titanium production must be premised on the use of ilmenite
or high-titania slag. Titanium metal for some time would be used mainly
for military purposes where the advantages derived could justify the high
price. Therequirements for titanium in the future, however, were contingent
upon many factors such as development of end uses, availability of alloys
with required properties, utilization of scrap and a decrease in price. Esti
mated future requirements were greater than the production- currently
contemplated. Such requirements, however, were not firm as theywere based
in some instances on an assumption of unlimited availability of the necessary
quality of metal for applications requiring littleor no development in design.
Canadian operations were stated to offer the United States a supplemental
source of raw material for the-industry for many years to come.282

Considerable enthusiasm has been expressed for the future of titanium
and for the future of the mining of titanium in Canada.283 Jn the Commis
sion's mineral study, however, it is noted that ilmenite has yet to replace
rutile as a satisfactory raw material for metal production. While power
is important in the production of titanium slag, the pull of power is less
important in the location of the production of titanium metal while the price
is at its present relatively liigh level.^si Canada's production of titanium
slag is exported, going largely to a number of large paint manufacturers in
the United States. In terms of oxide, Canadian production is equivalent to
approximately one-half of all North American requirements. The process of
substitution of titanium oxide for zinc oxide, however, is coming to an end.
Further, white paints are losing popularity. On the basis of present uses

280 U.S. Departmentof the Interior, Bureau of Mines, op. c(7.,-p. 90S; and D.B.S., TheMiscellaneous Metal
Mining Industry, 1955\ Preliminary Report on Mineral Production, 1955\ and Preliminary Estimate of
Canada's Mineral Production, 1956.

U.S. Department of the Interior, Bureau of Mines, op. cil., pp. 907, 908 and 917.

=82 Ibid., pp. 90S and 926-927.

285 See, for example, The Financial Post, Toronto, August 18, 1956.

The Paley Report (Vol. II, p. 77) noted that the production of titanium metal required twice the power
needed in the manufacture of aluminum.
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of Canada's exports of titanium slag, and with the possibility of a relative
decline in price, only a modest increase in the value of exports would be likely
between 1955 and 1980. On the other hand, ilmenite is a potential source of
titanium metal. Further, as costs are reduced, the pull of relatively cheap
power should become more important so that Canada should becone a more
attractive place for metal production. It is thus possible that there could be
substantial exports, of titanium metal in 1980. Overseas countries would
provide more natural markets for such exports than would the United States.
In view of the uncertainties and possible balance of payments limitations, no
specific allowance is here made for metal exports, but the possibility provides
a part of the basis for the substantial export increase projected in this section
and the adjustment in Chapter 4 of Part A.

In 1955 tungsten ore and oxide constituted the most important of Canada's
miscellaneous non-ferrous metal exports other than brass and products.
Canada's, tungsten came mainly from mines in British Columbia, although
New Brunswick had also appeared as a source. Tungsten is used as an
alloying metal in steel (usually as ferro-tungsten). It is used essentially
to impart hardness and toughness which are maintained even when the steel
is heated to high temperatures. Almost 80% of the consumption of tungsten
in the United States was stated to be used for the production of high speed
steels for cutting tools, in which the tungsten content was 15% to 20%. In
the period 1945 to 1951, Canadian production of tungsten concentrates varied
between zero in 1946 and one million pounds (tungsten trioxide content) in
1948. In 1955, production was 1.9 million pounds and, in 1956, 2.2 million
pounds. In 1956 Canada produced about 2.2% of the estimated world
total as compared with larger amounts in a number of countries, including
an estimated 26% in China, and 18% in the United States.^ss

The Paley Report projected that between ,1950 and 1975 consumption of
tungsten'would increase by 150% both in the United States and in the rest of
the free world. The Report suggested, however, that tungsten reserves might
be insufficient outside of China, which was estimated to have 85% to 90%
of the world total. Moreover, production costs in China were so low and
the Chinese product was of such superior quality that the possibility of
China's re-entry into the world market was a powerful deterrent to large
investment elsewhere. Several important properties were being developed
in Canada and, although reserves were small and of relatively low grade, it
was stated that future Canadian output was expected to contribute substan
tially to the world total.286

The United States Bureau of Mines has stated that, as production
capacity at mines had been stimulated by defence programmes to a point
where industrial needs and deliveries to the national stockpile could both be

285 D.B.S., Tke Miscellaneous Metal Mining Industry, 1955\ Preliminary Report on Mineral Production,
1955\ and Preliminary Estimate of Canada's Mineral Production, 1956.

286 Palcy Report, Vol. II, pp. 26, 29 and 162.
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supplied, termination of the stockpile programme apparently would lead
to a surplus of productive capacity. However, ore reserves as known would
not support this capacity to produce for extended periods without aggressive
exploration and development and it seemed probable that in less than 10 and
20 years, respectively, domestic and foreign mines would be depleted to the
extent that 1953-54 production rates could not be duplicated. United States
consumption, however, would tend gradually to increase; 20 years in the
future 12 million to 16 million pounds a year might be used, as compared
with widely fluctuating consumption which in 1951 amounted to 11.4 million
pounds and in 1953 to 7.7 million pounds. Because of anticipated shortages
and high prices, particularly during emergency periods, consumers might
design tungsten out of their products'.^ST

In conclusion, a variety of observations has been offered in this section on
a number of the other non-ferrous metals and their products. Generally,
however, these observations are of little direct assistance in leading to a
forecast of likely exports in 1980. Further, no comments have been offered
on the most important export in the group in 1955, namely, brass and
products. Here some increase in exports can presumably be expected to
accompany the increase in industrial activity in Canada. In particular, this
will probably support a further growth in the important exports of brass
scrap, dross and ashes to the United States. For the group as a whole,
however, it is not possible to do more than offer a guess as to the likely
value of exports in 1980. Recognizing that some of the minerals in this group
may increase very rapidly and the group produce at least one major export
commodity, but that many uncertainties exist and that in s'ome cases prices
may decline, it is here suggested that exports in 1980 will amount to $225
million or four to five times the value in 1955 and six times the value in

1954. Although some of these commodities, such as magnesium, are
exported mainly to overseas countries, it is anticipated that, for the group

^as a whole, exports to the United States will grow somewhat more rapidly
than those to overseas countries.

24. Iron Ore

(a) General Export Position

One of Canada's rapidly expanding exports, iron ore, has grown from a
few thousand tons valued at a few thousand dollars in the 1930's to 14.6

million short tons worth $100 million in 1955. In the first 11 months of

1956, the value at $142 million was 45% above the same period of the
previous year.

Prior to 1949 almost all Canadian exports of iron ore went to the United
States. With the entry of Newfoundland into Confederation in that year,
the United Kingdom also became a market and subsequently sales to other

287 U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 931, 933 and 943.
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countries have developed. The United States, however, has continued to
be the most important market, taking 66% of the $40 million value in 1954
and 80% of the $100 million in 1955 and of the $126 million in the first ten
months of 1956. The volume of exports to the United States rose from 1.1
million tons in 1946 to 11.2 million tons in 1955 and 13.7 million tons in the

period January-October 1956.

,The volume of exports to the United ICingdom declined somewhat after
1949 but has been over one milhon tons during each of the years 1953 to
1956, reaching 1.5 million tons or 9% of the total value in 1955.

Exports to the Federal Republic of Germany began in 1950 and increased
rapidly to 1.1 million tons or ,6% of the total value in 1955. From 1951 to
1953, exports to Japan rose to almost one million tons but fell to little over
half this amount in 1954 and 1955. In the latter year they accounted for less
than 4% of the value of total iron ore exports. One per cent of 1955 exports
also went to the Netherlands and a small amount to Norway.

(b) Canadian Production

From 1946 to 1948, Canadian production of iron ore varied between 1.3
and 1.9 million tons. With the entry of Newfoundland into Confedera
tion in 1949, it jumped to 3.7 million tons and, beginning in 1951, increased
fairly steadily to 7.4 million tons in 1954. With the first full year of produc
tion in the Labrador-Quebec area and a doubling of shipments by Steep
Rock, the year 1955 saw Canadian production increase by 112% to 16.3
million tons. In 1956 production again rose, to 22.5 million tons. In 1955
exports were 89% of productiom^ss

(c) Canada^s Place in World Production and Trade

The United Nations now publishes relatively current data on iron ore
production by countries which account for perhaps 95% of the world total.^s^
Of the 1955 production by these countries, 31.3% was accounted for by
the United States, although that country's output had fallen by one-eighth
since 1953. Second in importance in 1955 was the U.S.S.R. with 21.1%,
followed by France with 14.8%, Sweden with 5.0%, the United Kingdom
with 4.8%, Canada with 4.4%, the Federal Republic of Germany with 3.3%,

•Venezuela with 2.4%, and Luxembourg with 2.1%. By the 12 months ended
-September 1956, Canada passed both the United Kingdom and Sweden.^^"

United Nations data show the approximate metal content of ores or
concentrates in the countries listed. For Canada, the figure given is 55%.

288 D.B.S., The Miscellaneous Metal Mining Industry, 1955\ Preliminary Estimate of Canada's Mineral
Production, 1956\ and Trade of Canada,

289 United Nations, Monthly Bulletin of Statistics, January 1957, gives data for 32 countries and territories.
In 1953 these same areas accounted for 94.7% of the U.S. Bureau of Mines' estimated world total pro-

' duction (D.B.S., The Miscellaneous Metal Mining Industry, 1955),

299United Nations, op. cit.
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This compares with-65% for Venezuela, 60% for the U.S.S.R. and Sweden,
50% for the United States, 35% for France, and 30% for the United Kingdom,
Western Germany and Luxembourg.^®!

It has been estimated that in 1953 world production of pig iron and
ferro-alloys totalled 180 million short tons, while the production of steel
ingots and steel for castings amounted to 258 milliomshort tons. Much the
largest producer was the United States which accounted for 43% of both
pig iron and steel production. This compared with 36% of the iron ore
production, suggesting an iron ore deficit in the United States. Second came,
the U.S.S.R., with 16% of pig iron and steel production, probably a bit less
than the percentage for iron ore. The United Kingdom produced 7% of
the world's pig iron and 8% of its steel, as compared with 5% of its iron ore.
Western Germany accounted for 7% of the pig iron and steel and only 4% of
the iron ore, while-France produced 5% of the pig iron, 4% of the steel and
13% of the iron ore. Japan was shown as having 3% of the pig iron and steel
production and only 0.5% of the iron ore.^®^

United States trade data show imports of 2.4 million long tons of iron
ore in 1937, and only 2.7 million tons in 1946. By 1955, these imports had
reached 23 million tons valued at $177 million. In 1955 Canada supplied
43% of total imports, as compared with 16% as recently as 1953. Following
Canada in importance in 1955 were Venezuela with 30%, Peru with 7%,
Sweden with 5%, and Chile, Brazil and Liberia with about 4% each.

United Kingdom imports of iron ore and concentrates increased to almost
13 million tons in 1955 when Canada supplied 11% of the total volume.
Other important suppliers were Sweden with 32% of the total, Algeria with
16%, Tunisia vyith 7%, Spain with 6%, and Sierra Leone and France with
5% each.

Canada's third most important market for iron ore, the Federal Republic
of Germany, is another heavy importer. United Nations data show that
total imports fell slightly from 1952 to 9.4 million metric tons in 1954, but
then rose to 15.1 million tons in 1955. Canada's share of the total volume

rose from 2.6% in 1952 to 7.3% in 1955 and her position improved from
ninth to third place among foreign suppliers of iron ore to Germany. Still
much the most important supplier in 1955 was Sweden with 43% of the total
volume, followed by Spain with 7.8%. 2̂93

United Nations data do not show a country distribution for Japanese
imports of iron ore prior to 1954 and 1955 when Canada supplied 11% and

2" Ibid.

292 Data on pig iron and steel production were compiled by American Iron and Steel Institute and published
by American Metal Market in Metal Statistics, 1955, pp. 256-257. The figures given for France (and
Western (Germany) exclude 1.5% of the world's pig iron and 1.1% of its steel produced in the Saar. Data
on iron ore are as published by the U.S. Bureau of Mines and reproduced in D.B.S., Miscellaneous Metal
Mining Industry, 1955.

295 United Nations, Commodity Trade Statistics, January-December 1952, January—December 1953, January-
December 1954, and January—December 1955.
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9%, respectively, of total imports of over five million metric tons, less than
the amounts from the Philippine Republic, Malaya and Singapore, or
India.2M It would appearfrom Canadian data and the totalspublished by the
United Nations that Canada's share of the Japanese market had decreased
substantially.

/

(d) Market Outlook

The Paley Report forecast a 54% increase in United States consumption
of iron ore between 1950 and 1975, and a 73% increase in the rest of the free
world. For the United States, the projected rate of growth was much less
than the more than doubling which took place in the period 1925 to 1950.
The magnitudes, however, were very large— steel production in 1950 was
about 100 times that of the second largest metal, copper, and about 20
times that of all other metals combined.Associated with the forecasted
consumption of iron orein the United States was a risein steel ingotcapacity
from 100 million tons in 1950 to 160 million tons in 1975 and an increase in
blast furnacecapacityfrom 71.5 milliontons to 100 milliontons. In addition,
the consumption of scrap was expected to rise from 68.8 million tons to
107 milhon tons.^^s

Despite the use of lower grade domestic ores, it was not anticipated that
United States production would keep pace with domestic demand for iron
ore. As is indicated in the following table, it was expected that United
States imports of iron ore would rise from 15% of consumption in 1950 to
35% in 1975. To meet United States demands and the anticipated consump
tionelsewhere, the restof the free world would have to double its production
of iron ore.

Projected Increase in Requirements of Iron Ore (50%)
(millions of short tons)

1950 1975 % increase

U.S. consumption 130 200 54
U.S. production 110 130 18
U.S. imports 20 70 250
Other free world consumption 105 180 71

Total = required o.f.w.
production 125 250 100

Source; Consumption data from Paley Report, Vol. Il^pp. 118 and 132, rounded in one case. U S pro
ductiondata rounded fromchart appearing in Vol. I. p. 58, and Vol. II, p. 6. Thesecharts show rather
smaller other free world consumption and production than the figures given here but the end result is
a required doubling of other free world production.

Ibid.

295 Paley Report, Vol. X, p. 9; Vol. II, pp. 4, 118 and 132; and Vol. IV, p. 6.

290 Ibid., Vol. II. pp. 12-13. Onp. 7 ofVol. IV,however, it wasstated that improved processes mightreduce
the availability of home scrap" and force the industry to turn to "synthetic scrap" produced from new
pig iron.
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Estimates of world resources of iron ore presented in the Report showed
Canada with substantial high-grade reserves (50% iron and over) but larger
reserves in Brazil and India. Large reserves of intermediate quality were
shown for Cuba, France, South Africa and the U.S.S.R., and very large
low-grade reserves for Southern Rhodesia and the United States.®'' For
the future, the Report suggested the possibility that shipments from Canada
and Venezuela could approach 65 million tons annually (apparently short
tons). Elsewhere in the Report, however, imports from Labrador-Quebec
and Venezuela were each put at 40 million long tons annually in the period
1965-75.298

The recent study by the United States Bureau of Mines stated that the
magnitude, availabihty and potential flexibihty of the Labrador-Quebec
deposits made them very important. In addition to one billion long tons
of high-grade ore shown for this region in the Bureau's resource listing, at
least a billion tons of40% ironmaterial, amenable to gravity concentration,'
was indicated by reconnaissance mapping close to the railway. Ultimate
reserves at Steep Rock might exceed the 70 milhon tons shown for Ontario, .
but great depth and mining difficulties would restrict annual production.
The high phosphorus content of the Newfoundland deposits (3.5 bilhon
tons)- made them more attractive to Europe than to the United States. In
contrast to the Canadian reserves shown at 4.6 billion tons (over 50% Fe),
1.0 bilhon tons (35%-50% Fe) and 0.1 bilhon tons (25%-35% Fe), those
for the United States were 4.2 bilhon tons, 2.2 bilhon tons and 61.0 bilhon
tons, respectively. Of the lowrgrade reserves, however, 60 bilhon tons were .
taconites, andofthese only five bilhon were therelatively more easily handled
magnetic taconites. All of the taconites, however, were classed under the
heading "concentration teehniques riot perfected". The study noted that,
despite their vast extent, taconite production could not be expanded
quickly.299

The Bureau of Mines showed Brazihan reserves as far less than the amount
given in the Paley Report and noted the inadequacy ofinformation as well
as the problems ofinaccessibility and the silica content ofsome ores. Cuban
reserves were also shown far below the figure in the Paley Report but the
study noted that the lateritic ores might reach three or four times the three
billion tons shown. The recovery of this iron, as well as that in similar
deposits elsewhere, awaited a successful method of beneficiation.®'"'

Like thePaley Report, theBureau ofMines anticipated that steel capacity
in the United States would grow from 100 million short tons in 1950 (and
126 million tons in 1955) to 160 million tons in 1975. The Bureau suggested.

2" Ibid., Vol. II, p. 148.

298 Ibid., Vol. II, p. 15; and Vol. IV, p. 41.

299 U.S. Department of the Interior, Bureau of Mines, of. cil„ pp. 377, 379-380, and 382.

Ibid., pp. 380 and 382.
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however, that this estimate might be too conservative. Iron ore requirements,
allowing for a small export, would grow from 109 million long tons in 1950
(and 144 million tons in 1955) to 183 milUon tons in 1975, assuming that
adequate scrap would be available. The estimates of domestic production
indicated thatincreasing imports ofiron ore would about equal the increase
in requirements, assuming that United States ores could compete with
imports. Thiis, of the 183 million long tons of ore required in 1975, 115
million tons were seen as potentially available from United States sources,
38 million tons from Canada (including 30 million from Labrador-Quebec)^
20 million tons from Venezuela and 10 million tons from other sources.sw

Another forecast of potential sources of iron ore was prepared by
Verne D. Johnston, consultant to Oglebay, Norton and Co., of Cleveland,
and appeared in the December 1955 issue ofEngineering and Mining Journal.
This forecast was based onan estimate by Benjamin F. Fairless, Chairman of
the Board of United States Steel Corporation, that United States pig iron
capacity in 1974 would approximate 98 million short tons and that steel
ingot capacity would be about 155 million short tons. The resulting forecast
differed somewhat from that of the United States Bureau of Mines. Never
theless, it also showed a great drop in the ore available from traditional
sources and a vastincrease in that coming from newer sources, i.e., taconites
and imports. According to this forecast, some 45% of 1984 consumption
would be provided for by imports. Imports from Canada, however, were
smaller than those suggested by the Bureau of Mines— 25.3 million tons
in 1975, 27.5 million in 1980, and 30.3 million in 1984.

The article in Engineering andMining Journalpointedout that the forecast
used was considered low by some representatives ofthe steel industry. Thus,
the president of Republic Steel had suggested 170 million tons of steel
capacity in 1975; the president of Bethlehem Steel saw 185 million tons
by 1970; the president of Inland Steel offered 216 million tons by 1980 and
a vice-president of Cleveland-Cliffs Iron Company forecast 177 million tons
in 1980.

In considering Canada's future exports of iron ore, forecasts of world
demand are of limited use since it must be assumed that Canada's share of
the world'market is increasing. Three forecasts of Canadian exports to the
United States have been examined in the foregoing paragraphs. The Paley
Report suggested that Labrador-Quebec shipments to the United States
might rise to as much as 40 million long tons annually in the period 1965
to 1975. The United States Bureau of Mines forecast 38 million long tons
of Canadian exports to the United States in 1970 and in 1975, with 30
million tons from Labrador-Quebec. Verne D. Johnston suggested that
total Canadian exports to the United States would amount to 25.3 million
long tons in 1975 and to 27.5 million tons in 1980. As regards exports to

Ibid., pp. 372, and 393-394.
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countries other than the United States, it is to be assumed that Canada will
share in the increased consumption, which was projected by the Paley
Report at 73% between 1950 and 1975. It must, however, be remembered
that iron ore is not a scarce resource incomparison with many other minerals.
The basic strength of the Canadian exports position depends upon the
location of Canadian deposits geographically and strategically close to the
United States and on the participation of United States consumers in the
Canadian development.

Various briefs presented to the Commission considered the availability
of supplies of iron ore in Canada. According to the Submission of the
Government of Newfoundland, production of Dominion Wabana Ore Ltd.,
a subsidiary of Dominion Steel and Coal Corporation located on Bell
Island, was 2.5 million tons of iron ore in 1954 and was expected to be
close to the capacity of 2.8 million tons in 1955. Estimates- of reserves
ranged from one billion to as high as 10 billion tons and itmight be inferred
that output could be greatly increased.®®^ It is reported that it had been
arranged that, over the seven years beginning March 31, 1955, 12 million
tons of ore would be sold to the United Kingdom and Western Germany.

The Iron Ore Company of Canada in the Labrador-Quebec area is
owned by agroup of American steel companies inassociation with Hollinger
Consolidated Gold Mines, the M. A. Hanna Company and the concession
companies —Holhnger North Shore Exploration Company and Labrador
Mining and Exploration Company. The Newfoundland Brief stated that,
while proven reserves in the area had been stated at just over 400 million
tons, it was safe to say that reserves would develop at the rate at which the
company wished. The Brief anticipated that, with the opening of the im
proved St. Lawrence Seaway, production from the area would be increased
to 20 million tons, with 50 million tons already foreseen.®®® The Iron Ore
Company would appear to be less optimistic, at least for publication, in
September 1956, the general manager is reported to have said that eventually .
it was hoped that 20 million tons a year would flow from the company's
deposits.®®''

The Newfoundland Submission also referred to the prospective exploita
tion by Canadian Javelin Ltd. of more than one bilhon tons of rich ore in
the Lake Wabush area in Labrador. Plans called for annual shipments
beginning in 1957 of two million to three million tons of ore which would
be beneflciated to bring the grade to 63% iron.®®® Subsequently, it was

Submission by the Government of the Province of Newfoundland to the Royal Commission on Canada's
Economic Prospects, October 1955, pp. 45-46.

soj Government o£ the Province of Newfoundland, op. cit., p. 47.

sat The Gazette Montreal, September 7, 1956. See also Holllnger-Hanna LimM, Submhsion to RovJ
Commission on Canada's Economic Prospects on behalf of Iron Ore Company of Canada, H^inger North
Shore Exploration Company Limited, and Labrador Mining and Exploration Company Limited, Mont
real, February 22, 1956.

'as Governmentof the Provinceof Newfoundland, op. cit., p. 48.-
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announced that this company had concluded contracts for the annual
delivery of two million tons of pelletized iron ore and concentrates to
Germany and one million to the United Kingdom, and that the Steel Com
pany of Canada and Pickhands Mather and Co. of Cleveland would purchase
up to two million tons a year over the period 1959 to 1964 and, in addition,
would lease an ore body to yield at least 200 million tons of concentrates
from Canadian Javelin.^oe Later, formation of a subsidiary to develop
deposits 20 miles north of those at Lake Wabush was announced.307

The Province of Ontario Brief reviewed the various sources within

the province and suggested that by about 1960 Ontario would be shipping
over 14 million tons of iron ore annually. The Steep Rock range, including
the ore body leased to Inland Steel, was expected to produce ten million
tons a year and ore reserves were, sufficient to ensure production at that
rate for some decades. For the Marmoraton mine, owned by the Bethlehem
Steel Corporation, annual production of well over one million tons was
anticipated. International Nickel planned to extract as much as one million
tons of high-grade iron oxide annually. In addition to these sources and
the Algoma District, there existed other medium to low grade deposits.

. . Almost certainly within 25 years from the present, some of the extensive
low grade deposits will have been developed and these may add materially
to Ontario's production-'.^^s

The Mining Association of British Columbia told the Commission that
operations of the two chief producers of iron ore in that province had been
limited by marketing problems, production having been sold in Germany
and Japan.309 British Columbia's output dropped from 991,000 short tons'
in 1953 to 536,000 tons in 1954 and in 1955 amounted to 698,000 tons.^i"
In the spring of 1956, the press carried reports of contracts for the sale of
British Columbia iron ore to Japan amounting to 700,000 and 1,380,000
tons, delivery of the latter to be spread over three years.^^i

In recent months the press has carried many optimistic reports of vast
new iron developments, largely in Quebec and including those relating to
Rio Tinto's Oceanic Iron Ore of Canada in the Ungava Bay region, the
Iron Sands deposits of Aconic Mining Corporation with reported contracts
for German, United Kingdom and United States sales, Cyrus Eaton's
"initial plans" to ship ten million tons a year frorn northern Ungava, the

*0® The Gazelle, Montreal, April 9, May IS and October 16, 1956; and The Financial Post, Toronto. April
21 and October 20, 1956.

The Financial Post, Toronto, December 8, 1956.

Submission of Ontario to the Royal Commission on Canada's Economic Prospects, January 26, 1956, pp. 28,
152 and 154. See also Northwestern Ontario Associated Chambers of Commerce, Northwestern Ontario
Municipal Association, and Northwestern Ontario Development Association, Northwestern Ontario Brief
Presented to the Royal Commission on Canada's Economic Prospects, 1956; and Brief to Royal Commission
on Canada's Economic Prospects by Ontario Mining Association, January 1956, p. 16.

'09 Submission of the Mining Association of British Columbia to the Royal Commission on Canada's Economic
Prospects, December 31, 1955, p. 13.

'•0 D.B.S., Preliminary Report on Mineral Production, 1954, and 1955,

The Financial Post, Toronto, April 14, 1956; and The Gazette, Montreal, June 20, 1956.
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Jones and Laughlin arrangements for the exploration of the properties of
Quebec Cobalt and Exploration Limited, U.S. Steel's Quebec Cartier
Mining Co. with a reported target of five million tons of pellets and the
possibility of extension 100 miles northeast to another deposit, and the
activities of Steel of Canada and associated United States interests at Bristol,
Quebec, and in Ontario.

The assessment of these prospects, particularly such as were referred to
in the preceding paragraph, is very difficult. It would appear, however, that
production from established or relatively certain sources might exceed
80 million short tons in 1980, and that markets might be available for this
much iron ore.

On the other hand, certain experts have been less optimistic. In Jhis
brief to the Commission, the vice-president of Noranda suggested that
maximum iron ore consumption in Canada in 1980 would be in the order
of 17.5 million tons and that there was every reason to believe that the
annual Canadian production at that date would be twice that amount.^i^
The Northwestern Ontario Brief quoted the president of Steep Rock as
saying that reserves, conservatively estimated, would support for generations
the 30 million to 40 million ton annual output which he suggested as reason
able for the industry. In February 1956, the Director of Metallurgy of the
Ontario Research Foundation was reported as predicting that by 1980
production would be at the level of about 45 million tons a year.'i®

An enthusiastic article in The Financial Post in March 1956 stressed

the widespread occurrence of iron ore in Canada, but the highest over-all
output figure which it cited was 50 million tons. In addition to "at least
five or six billion tons of high grade shipping ore", the article referred to
the emergence of billions of tons of concentrating ore in Canada, fitting
in with United States emphasis on tailored ores from low-grade sources.
Reference was made to predictions that iron ore output could reach 35
million or 40 million tons in 1960, largely as a result of expanded production
in the LabradorrQuebec and Steep Rock ranges. Now the picture looked
more like 40 million to 45 million tons by 1960 and perhaps 50 million tons
about 1962 or 1963. Canadian iron ore authorities were said to think that

the 38 million ton figure would probably be reached a lot earlier than the
Bureau of Mines has forecast. With the steel expansion programme in
progress, growing competition to secure and develop iron ore resources
was hardly surprising. The extremely hard United States taconite ores, and
the prices needed to turn out an economic product, had focused attention
on resources of concentrating grade in Canada, as much of these ores
looked better than the taconites.®!^

H. L. Roscoe, oP. cit.

'1' The Gazelle, Montreal, February 11, 1956.

The Financial Post, Toronto, March 3, 1956, pp. 41 and 72. An article in the November 3, 1956, issue
of the Post suggested production by 1967-70 close to 55 million tons annually.
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The executive vice-president of Hollinger-Hauna Limited has suggested
that shipments may well exceed 40 million long tons by the mid-1960's.
He also noted that, because of high costs in new blast furnace construction,
the present trend was to use orescontaining the highestpossible iron content.
By using a 60% to 65% iron content, particularly in pelletized or agglomer
ated form, production from existing blast furnaces could be increased
by as much as 20%.3i5

Considering.all of the various prospects, it may be suggested that pro
duction in 1980 will be at least 80 million short tons, with about 70 million
tons exported. Of this amount, it seems reasonable to expect that sales
to the United States might be about 55 million short tons (49 million long
tons) and that the balance would go to the United Kingdom, Western
Europe and Japan. ^The average value of exports was $6.85 per ton in
1955 and $7.11 in the period January-October 1956. At the latter figure,
exports in 1980 would be valued at about $500 million 3i6

25. Primary Iron and Steel (Including Scrap)
Canada's domestic exports of ferro-alloys, pigs, ingots, blooms, billets,

castings, forgings, rolling mill products and scrap iron and steel aggregated
about $10 million in each of the years 1937 to 1939. After the war, they
grew to about $85 million in 1952and in 1953. They declined to $43 million
in 1954 but more than doubled in value in 1955, to reach $92 million sit
While these exports are exceeded by imports — amounting to $164 million
in 1955 —they constitute an; important, although fluctuating, element in
Canada's export picture. The breakdown for the years 1937, 1954 and 1955
is indicated in the following table.

Canada's Domestic Exports of Primary Iron and Steel
(Including Scrap)

(thousands of Canadian dollars)

1937 1954 1955

Ferro-chrome 954 2,741 . 2,215
Ferro-manganese n.a. ' 555 5,207
Ferro-silicon n.a. 3,270 5,650
Ferro-alloys, n.o.p. 1,082 82 93

Pig iron <• 852 10,022 13,273
Billets, ingots and blooms 2,296 1,191 20,422
Castings of iron or steel, rough 218 2,988 2,814
Forgings of iron or steel, rough 3 843 1,178

The Financial Post, Toronto, October 20, 1956.

"J In the trade data, Canada's exports of iron ore are valued at the point of lading. For Steep Rock, the
point of lading ISat the mine. For the Iron Ore Company of Canada, it is at Seven Islands, after which,
however, considerable inland freight may still accrue to Canadian carriers. An increase in Canada's
iron ore exports would accordingly mean an increase in freight earnings which would show up in that
segment of the Canadian balance of payments.

When the first^evenmonths of 1956 arecompared withthe same period in 1955, a decline in the exports
of pigs, ingots, blooms and billets (as a group) was more than offset by increases in the other items, so
that total exports rose from $82 million in 1955 to $92 million in 1956.
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Canada's Domestic Exports of Primary Iron and Steel
(Including Scrap) — (Continued)

1937 1954 1955

Bars of iron or steel 467 2,160 4,103

Rods of iron or steel 952 61 731

Plates, sheets and strips 21 2,950 - 8,740

Railway rails 1,064 60 6,172

Structural steel 318 163 567

Scrap iron or steel 1,955 15,868 20,936

Total 10,182 42,954 92,101

In 1937 the United States was Canada's most important export market
for ferro-alloys and scrap. The United Kingdom, however, dominated
the market in the items frpm pig iron to rolling mill products and accounted
for 44% of export sales for the group as a whole, as compared with 27%
of the total to the United States. In recent years, the position of the United
States has been much more important, that market accounting for 60%
of export sales in 1954 and 53% in 1955, when the United Kingdom took
17% and 20%, respectively.

In 1955, 69% of Canada's exports of ferro-alloys went to^the United
States and 26% to the United Kingdom, largely in the form of ferro-silicon
for which the United Kingdom provided the largest market. Although a
relatively unimportant purchaser in the years immediately before the war,
the United States has accounted for over half of the sales of pigs, ingots,
blooms, billets, castings, forgings and rolling mill products in each of the
years beginning with 1950. While United States purchases of these items

"doubled between 1954 and 1955, the percentage taken fell from 81% to
57%. This was accompanied by an increase in exports to the United King
dom from insignificance to almost $10 million or 17% of the total. In
addition, Mexico purchased almost $6 million of railway rails, the Nether
lands bought over $2 milhon of billets, ingots and blooms, and sales to
Australia of rolling mill products aggregated over $1 milhon. Most sales
of scrap iron and steel in the immediate prewar period went to the United
States and Japan, while in the years 1946 to 1951 exports of $2 milhon or
less went almost entirely to the United States. Since then, European sales
have becomeimportant aiid the total value has increasedvery greatly. Of the
$21 milhon of exports in 1955, 29% went to the United,States, 28% to the
United Kingdom, 19% to Italy and 17%to the Federal Republic of Germany.

While there was a significant increase in Canadian iron and steel pro
duction between 1954 and 1955, the relative increase in the volume of
exports of primary iron and steel was much greater. The difficulties created
by the fluctuating nature of the market for primary iron and steel is noted
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in the Commission's study on the industry. There it is stated that in 1954,
when the impact of reduced economic activity was aggravated by the fact
that consumers of steel tended to live off their inventories, several not very
lucrative export orders were accepted by the Canadian industry. These
proved embarrassing to fill in the stringent supply conditions of subse
quent months.318 The export of steel rails to Mexico may fall into this
category of sales.

The Commission's study indicates the difficulty of projecting the level
of Canadian steel production in 1980. But both that study, and the one on
secondary manufacturing industry, suggest a rise in steel production to
several times its present value. The basic raw materials, iron ore and coal,
are available to the Canadian industry as cheaply as to that in the United
States. Man-hour productivity is probably nearly as good at the blast
furnace and open hearth stages in Canada as in the United States industry,
but lower in Canada at the rolling mill level, and probably by a fair margin.
To some extent, this is offset by the lower level of wages in Canada, although
the differential has narrowed since the war. Nevertheless, such information
as is available indicates that the spread between United States and Canadian
mill prices has narrowed considerably over the past two decades. As re
gards location, Algoma Steel Corporation, at Sault Ste. Marie, is in a good
position to export pig iron to foundries in the United States and more
than half its merchant pig is sold in that country. Dominion Steel and Coal
Corporation Limited, at Sydney, Nova Scotia, has the advantage of water
transportation to export markets, fn the early postwar years Dosco's
exports were as high as 50% of production. They fell to less than 5%, but
in 1955, largely because of the sale of steel rails to Mexico, they accounted
for roughly 20%. With respect to overseas competition, the industry study
notes that, in contrast to the comparatively stable price policies followed
by the steel industry on this continent. Western European and Japanese '
exporters have tended to reduce prices drastically during competitive periods
and to charge high premiums in times of scarcity. There appears, however,
to be some hope that the functioning of the European Coal and Steel Com
munity may have a stabilizing effect on European export prices. Growing
domestic markets might tend to have a similar effect. Finally, there is
suggested an increased tendency of the Canadian industry to pioneer, as
in the introduction by Dominion Foundries and Steel Limited of the Aus
trian oxygen steelmaking process to this continent.^is

Despite the expectation of continued imports, Canada is capable of
exporting primary iron and steel at an increasing rate. Future growth of an
efficient industry will be aided by the increased production of iron ore in

The Bank of Nova Scotia, The Canadian Primary Iron and SteelIndustry, Chap. 11.

Ibid., Chaps. 6, 7, 8, 10, 11, and 12;and D. H. Fullerton and H. A. Hampson, Canadian Secondary Manu
facturing Industry, Chap. 11,
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Canada and by the availability of electricity which is required in the pro
duction of ferro-alloys and used increasingly in steel production.320

Some of the varied expectations regarding future steel production in
the United States have been given in the foregoing section. Assuming
world prosperity, very substantial increases can be expected in the use of
steel in both developed and underdeveloped countries. The iron and steel
industry, however, is traditionally heavily protected and it is to be expected
that this protection will continue, not only in those countries which already
have large steel industries but also in those countries which are seeking
to promote industrial development. The development itself, however,
requires theuseofiron and steel. While periodic difficulties will undoubtedly
exist, Canada should be able to export significant quantities of primary
iron and steel 25 years hence. As in recent years, these exports may show
considerable year-to-year volatility with, however, the probabihty of the
existence of a fairly firm market for scrap to feed the steel furnaces of the
world. Despite the volatility, however, the level of exports should, on the
average, be substantially above that recently experienced, although growing
less rapidly than Canadian steel capacity. Accordingly, it is suggested that
exports of primary iron and steel, including scrap, will increase from $92
million in 1955 to about, $200 million in 1980. ^

26. Fertilizers

(a) General Export Position
Analysis of Canada's domestic exports of fertilizers is made somewhat

difficult by the changes in classification which have occurred over the years
and by the fact that for 1955 no volume data have been published for the
major items. The data show, however, that there has been a large increase
in both the volume and value of fertilizer exports since before the war.
In 1937 and in 1938, 273,000 tons and 282,000 tons, respectively, were
exported. In 1939 the figure rose to 364,000 tons, but by 1950 this amount
had been more than doubled. In 1953 and again inT954 exports amounted
to about 710,000 tons. Meanwhile, the total value of exports rose from
about $7 million in 1937 and in 1938 and $9 million in 1939 to $39 million
in 1949 and 1950. In 1952-54 the value was up to $42 million and in 1955 •
it rose further, to $56 million.®^!

In 1955, almost 20% of Canada's fertilizer exports by .value was in the
form of ammonium sulphate, 45% consisted of other nitrogen fertihzer,
31% phosphate fertilizer, and 4% mixed fertilizer. Since 1939 the most
striking increase has been in phosphate fertilizer, the value of which has
increased tenfold. But significant volume as well as value increases have
also occurred in ammonium sulphate and other nitrogen fertilizer.

320 The U.S. Bureau of Mines noted that some have predicted that electric furnace production of carbon
steel might increase from 3.7% of the U.S. total in 1953to 30% by 1975 (U.S. Department of the Interior,
Bureau of Mines, op. cil., p. 803).

321 In the first eleven months of 1956, fertilizer exports were valued at $45 millionas compared"with §51
million in the same period of 1955.
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The United States is much the most important of Canada's export
fertilizer markets, taking 86% of the totalexport value in 1929, 76% in 1937,
74% in 1950, 94% in 1953 and 79% in 1955. Although it has tended-to
decrease in recent years, the most consistently important market outside
the (continental) Uiiited States has been Hawaii which took 11% of the
total in 1949. In 1955, however, the figure.was-down to 2%. After the war,
significant values were taken by the United Kingdom, India, South Africa,
France, the Netherlands, Japan, the Philippine Republic, Egypt and China.
But, except for the continuance of some sales to the Philippines, and the
reappearance of China in 1955, these markets entirely or virtually disap
peared. In 1955 Korea accounted for 9% of Canada's total exports of
fertilizer, Greece for over 2%, and China, Mexico, Colombia and the Philip
pine Republic for somewhat under 2% each.

{b) Canadian Production

In the year ended June 30, 1955, production of fertilizer materials in.
-Canada amounted to 1,199,000 tons and the output of mixed fertilizers to
720,000 tons. The figures, however, are not additive, as some of the ferti
lizer materials were used in making the mixtures. In the same period, sales
of mixed fertilizers and fertilizer materials for direct application to the soil,
including export, amounted to 1,609,000 tons. Ofthis amount, 51% (818,000
tons) was exported and 49% sold to Canadian users. Of the 1.6 million
tons total sales, 921,000 tons consisted of fertilizer materials, of which exports
took 85%. The remaining 687,000 tons consisted of mixed fertilizers, of
which only-5% was exported. Imports in the year-ended June 30, 1955,
amountedto 935,000 tons, the moreimportant itemsbeingnatural phosphate
rock (507,000 tons), superphosphate, muriate of potash, nitrogen solution
and sulphate potash. The phosphate rock was used in Canadian plants to
make superphosphate and ammonium phosphate, and most of the other
imported materials were- used in making mixed fertilizers.®22 Although
•Canada exports phosphate fertilizer, this is based on domestic treatment of
imported phosphate rock. Further, little or no potash has so far been mined
in Canada.

(c) Canada's Place in World Production and Trade

Despite the scale of her exports, Canada is a relatively small producer
of fertilizers. Data published by the United Nations do not list Canada
among the producers of phosphate rock or potash salts. Over half of the
former produced outside the U.S.S.R. came from the United States, while
the bulk of the non-U.S.S.R. supplies of potash salts were mined in the
United States (and its dependencies), Germany and France. Canadian
production of superphosphates in the year ended June 30, 1954, is given
as 198,000 metric tons, as compared with 11 million tons in the United

'22 D.B.S., The Fertilizer Trade, July 1, 1954-June 30,1955,
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States in calendar 1954. As has been noted, Canada's largest fertilizer
exports are nitrogenous fertilizers (ammonium sulphate and nitrogen
fertilizer, n.o.p.). In terms of nitrogen content, Canadian production is
stated in the data published by the United Nations to have been 178,000
metric tons in the year ended June 30, 1955, or only 3% of the world total
excluding the U.S.S.R. The United States and dependencies produced 28%,
the Federal Republic of Germany 12% and Japan 10%.323

The United States is much the largest fertilizer consumer. According
to U.N. data, in 1954-55, the United States and its dependencies consumed
33% of the phosphatic fertilizers used outside the U.S.S.R., 35% of the
nitrogenous fertilizers, and 32% of the potash fertilizers.324

United States consumption of fertilizer is substantially above its inter
national trade. In 11 states, from Virginia through the south to Texas
and Oklahoma, consumption rose from 5.1 million tons in 1929 and 5.0
million tons in 1937 to 9.5 million tons in 1952. In 1955 the figure was 9.1
million tons. From 1929 to 1933, .United States imports exceeded exports
by volume. Subsequently, however, exports have generally been greater
than imports. In 1955, exports at 4.1 milhon tons were at their peak, while
imports at 2.5 milhon tons were below the 2.9 million ton level of 1953.
Tonnage figures, however, hide the fact that the United States imports
a much more valuable product than it exports. Thus, according to 1955
data pubhshed by the United Nations, exports were valued at US$ 91
million while imports were $110 million.s^s

United Nations data suggest that Canada, although a relatively unimpor
tant exporter of crude fertilizers, was the fourth largest exporter of manufac
tured fertilizers in 1954. Among the countries for which data are shown,
the list is as follows: exports of US$ 114 million by Western Germany,
$92 million by Belgium-Luxembourg, $69 million by the United States,
$57 million by Canada, $42 million by France and by Japan, and $41 million
by the Netherlands.^^e

Much the largest import market for manufactured fertilizers shown by
the United Nations data is the United States, with imports of $82 million
in 1955. Next in importance were the United Kingdom and Denmark with
about $27 million each. Canada hold? a considerably more important posi
tion in the United States import market than in total world trade. In 1955,
Canada supphed 61% of/United States imports of manufactured fertilizers.
Other important suppliers were Western Germany with 15% and the Nether
lands with 6%.227

'28 United Nations, Stalislical Yearbook, 1955.

Ibid.

825 U.S. Department of Commerce, Business Statistics 1955, Supplement to the Stirvey of Current Business;
and Survey ofCurr,enl Business; and United Nations, Commodity Trade Statistics, January-December 1955.

United Nations, oP. dt.

"7 ihid,
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(f/) Market Outlook

In the Paley Report consideration of fertilizer, it was stated that, judging
' by the amount of food and clothing required to support the 1950 United
States population of 150 million, it would take about 40% more farm pro
duction to support 190 million Americans in 1975 at a high standard of
living. Under the best conditions, in order to produce enough to meet the
national need, farmers would need by 1975 more than two and one-half
times the four million tons of primary plant nutrients (nitrogen, phosphate
and potash) contained in the 18.5 million tons of commercial fertilizers
which they used in thescrop year 1950. A large portion of this increase in
fertilizer use would go solely to maintain 1950 levels of agricultural yield.®^®

When the Paley Report was written, the United States had become
largely self-sufficient in the supply of nitrogen, phosphate and potash. But
although United States resources of fertilizer materials were large, they were
not felt to be large enough to permit complacency. The future demands on
these raw materials were seen to be so great that the United States would
have to seek better methods of using known resources and probe for addi
tional sources. In addition, expansion of manufacturing and processing
facilities was regarded,as vital. Even though extensive facilities existed,
capacity had generally not fully kept pace with demand. In the case of
phosphates, more than 90% of those used as fertilizer were produced by
processes involving treatment of phosphate rock with sulphuric acid. While
plentiful supplies of sulphur had been available, a serious shortage had
developed and would have to be overcome to support increased phosphate
fertihzer production. The development of methods independent of the
use of sulphuric acid was urged.

The recent study by the United States Bureau of Mines contained
separate chapters on nitrogen compounds, phosphate rock and potash.^^^
The chapter on nitrogen compounds noted that, in addition to fertilizers,
these had important uses in explosives and that increasing quantities were
being used in plastics and synthetic fibres. Between 1951 and 1954, the
nitrogen industry in the United States was expanded rapidly and additional
facilities were under construction in 1954. In addition to synthetic produc
tion from the atmosphere, significant amounts of nitrogen compounds were
obtained from by-product coke ovens. On the outlook for nitrogen com
pounds, the Bureau pointed out that some industry sources predicted that
there would be excess capacity for the next few years. Agricultural and

S28 The consideration of "United States Fertilizer Resources" was contained in Report 8 of
Paley Report, a condensation of a paper prepared by the U.S. Department of Agriculture, the Tennessee
Valley Authority, and the Department of the Interior. Reference to the same increase in agricultural
production and fertilizer use was made in Report 7, of Vol. V, a paper entitled "Future Demands on
Land Productivity" prepared by John D. Black and Arthur Maass of Harvard University.

The population estimate of 190 million in 1975 is considerably below subsequent forecasts by the
U.S. Bureau of the Census. In Current Population Reports, Series P-25, No. 123, "Population Estimates ,
October 20, 1955, the United States population in 1975 was expected to be between 207 million and
228 million. /

329 U.S. Department of the Interior, Bureau of Mines, oP. oil., pp. 569-576, 681-693, and 703-713.
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industrial demand, however, probably would continue to increase and the
long-range outlook was for continued growth of the nitrogen industry. One
problem of the industry was to determine the level of production facihties
needed to achieve maximum wartime production and at the same time
enable the industry to operate profitably during periods of minimum
market demand.

In its chapter on phosphate rock, the Bureau of Mines noted that the
United States, North Africa, the U.S.S.R. and the islands of the Pacific
and Indian Oceans supplied most of the world's production. The United
States was more than self-sufficient and productive capacity was believed
to be adequate to meet any expected increase in demand, which might
reach eight milhon long tons of phosphoric oxide (P2O6) by 1975 (as com
pared with nearly four milhon tons of P2O6 equivalent in phosphate rock
production in 1953). Exploration and development, with improved benefi-
ciation technique, might be expected to maintain commercial reserves
ahead of mining.

Turning to potash, the Bureau of Mines stated that approximately 95%
of the potash consumed in the United States was used in agriculture —
usually in mixed fertilizer. The remaining 5% was consumed by the
chemical industry.

The world reserves of soluble potash salts were viewed as large. Although
estimates of the tonnage of these reserves varied widely, a reasonable figure
would be 37'billion metric tons of K2O. About 65% of these reserves were
in Germany and Russia, 23% in Israel and Jordan, 6% in France, 5% in
Spain and 1% in the'United States. Recent discoveries in Canada, however,
indicated large deposits of potash, and the Yorkshire deposit in the United
Kingdom was estimated to contain 100 million to 200 million tons of K2O.

The potash industry of New Mexico, where about 90% of United States
production was located, began operations in 1931. In 1953 United States
potash production exceeded apparent domestic consumption by about
100,000 tons of K2O equivalent. Whereas in 1931 the United States potash
industry contributed only 4% of the world supply, in 1953 it produced
over 25%.

In considering the outlook for potash, the Bureau saw the necessity
of the use of increasing quantities of fertihzers to maintain United States
production of agricultural commodities and to increase it. In addition, new
industrial uses of potassium compounds might be developed, such as new
type explosives and propellents, although the tonnage involved probably
would not be large. From 1931 when the mining of potash salts began in
New Mexico until 1951, the grade of ore decreased progressively, although
there was a slight improvement in 1952 and 1953. Mining of progressively
lower-grade ores undoubtedly would continue as the higher-grade beds
were depleted and the demand for potash continued to increase. "A long-
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range problem — to insure complete self-sufficiency of potash for the
United States virtually forever — requires ways to utiUze the potash con
tained in insoluble minerals, rocks and sea water." In summary, however,
it was stated "that United States domestic reserves of potash were adequate
for many years at the present rate of production. .The increased demand
for potash in the United States in recent years had been met largely by
expansion of the domestic industry. Future increased requirements might
be supplied by domestic producers, but the possibility of large imports of
potash was a factor that discouraged further expansion.

It seems clear from the Paley Report and the study by the United States
Bureau of Mines that the United States is potentially self-sufficient in each
of the three major fertilizer materials. This, however, has not prevented
the development of Canadian exports of nitrogenous and phosphate fer-
Tilizers to the United States valued in 1955 at almost $45 million. Further,
it would appear likely that Canada's exports to the United States will con
tinue to grow with growing United States use of fertilizer. In considerable
measure, this expectation rests upon the efficiency of Canadian operations
based upon cheap hydro-electric power and the availabihty of sulphuric
acid. Other demands for power may curtail expansion in some parts of
the country, but expansion may well take place in the newer mining areas
where such use of sulphuric acid would be desired. The markets for all
producers may be expected to expand rapidly and those areas in the United
States which are located close to Canadian fertilizer producers to continue
to look to these producers for their sources of supply. The treatment of
the farmer in the United States economy suggests that, in the case of ferti
lizers as in the case of agricultural machinery, it is unlikely that the present
duty-free status will be altered. Accordingly, it is here assumed that Cana
dian exports of nitrogenous and phosphate fertilizers to the United States
wilhgrow at least as rapidly as United States use of these fertilizer materials.
It seems reasonable to anticipate that the United States use of fertilizers
in 1980 will be at least two and one-half times the 1955 level and probably
higher. Accordingly, a conservative expectation would appear to be that
Canada's exports of nitrogenous and phosphate fertilizers to the United
States will grow from almost $45 million in 1955 to $125 million in 1980
i(at 1955 prices). ... .. .

Canada's overseas fertilizer exports have been erratic and projection of
the future is difiicult. In 1955 these exports were valued at almost $12
million, and it is here assumed that in 1980 they will be valued at $25 million.
This would mean that total exports of nitrogenous and phosphate fertilizers
in 1980 would amount to $150 million.

Including deposits located at great depth, total reserves in the Saskat
chewan potash deposits have been estimated at as high as 100 billion tons
— or two to three times total reserves elsewhere in the world. Two com

panies, the largest United States producer and a Canadian company, expect
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to be turning out potash by 1958. In addition,-a number of other com
panies, including other major New Mexican producers, have holdings in
the area.330

It has been estimated that Canadian potash will be able eventually to
compete with New Mexican supplies for up to 40% of the United States
market. This United States market is currently running at about two
million tons a year, and it is being predicted that annual growth will be
around 6% a year for the next decade at least. If this rate of growth were
maintained, it would mean that the use of potash fertilizer would increase
to more than four times its present level in 25 years. It might be suggested
that the United States market by 1980 should be of the order of seven
million tons a year of which Canada could supply up to three million tons,
worth about $60 million.

The growth of Canadian potash exports to the United States must be
in the face of potential United States self-sulBciency and vast reserves
existing elsewhere in the world. Canadian reserves, however, are thicker
and richer (but also deeper) than those in the United States and, as noted.
United States grades have been deteriorating as the richer deposits are
mined out. Further, the interest of the large New Mexican companies
in the Canadian deposits suggests their expectations of substantial ship-
mfcnts from Canada. Canadian deposits are better located than those in
New Mexico for the supply of certain areas in the United States and, as
suggested above, it seems reasonable to assume continued duty-free entry
of fertihzers into the United States. This is especially so when it is con
sidered that domestic sales from New Mexican mines could double over

the next 25 years and still presumably give Canadian potash a very sub
stantial market in the United States.

It is also possible that Canadian potash will be exported to other coun
tries, particularly those in the Far East. The more favourable location of
suppUes in Yorkshire, Germany and Israel-Jordan, however, suggest that
Canada will not likely export potash to the United Kingdom or continental
Europe.

In the light of the situation described, it seems not unreasonable that
Canada's exports of potash to the United States might reach as much as
$60 million in 1980 and that, in addition, certain exports might go to the
Far East. There are, however, various uncertainties in the establishment of a
new industry of this nature and it is not yet known what mining problems
will be encountered. Therefore, there is here employed a somewhat more
conservative estimate of exports of potash in 1980 amounting to $50 million
to all areas, but mostly to the United States. Taken together with other
fertilizer exports, this would mean 1980 exports amounting to $200 million.

830 See The Financial Post, Toronto, Oqtober 8, 1955, Margh 3 and June 9, 1956,
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About $170 million of these exports would be to the United States and about
$30 million to overseas countries.

27. Synthetic Rubber

(a) Canadian Production and Exports

Canada's production of synthetic rubber began in 1943. Since that
time, output has expanded rapidly, doubling since 1946 to reach almost
104,000 long tons in 1955 and an annual rate of almost 120,000 tons in
the first ten months of 1956.®^!

Canadian trade data showed exports of synthetic rubber among agri
cultural products for the years 1944 to 1949 inclusive. For subsequent
years, however, the provisions of the Statistics Act regarding the non
disclosure of the operations of one firm have been invoked and exports of
synthetic rubber have been included with uranium oxide and other exports
in the miscellaneous chemicals item. It is possible, however, to derive infor
mation about a large part of Canada's exports of synthetic rubber from the
import statistics of other countries. Since 1951 the United Nations has
published data on commodity trade showing exports and imports by coun
tries of destination or origin.332 One of the items in the U.N. classification
is crude rubber, etc. (including synthetic) and the reporting countries would
appear to include most of the important importers of Canadian synthetic
rubber. These United Nations data have, however, various shortcomings.
In the first place they are not complete; in its Annual Report for 1955,
Polymer Corporation Limited stated that its rubber is shipped to customers
in 40 countries, while the 1955 United Nations data covered only 15 coun
tries reporting imports from Canada. Further, the United Nations data
include shipments of reclaimed and scrap rubber, whether natural or syn
thetic. With respect to the value data, there is the additional difiiculty that
valuation methods differ from those employed in the Canadian statistics
and many countries value their imports on a basis which includes insurance
and freight. The volumedata, however, can be checked against an estimate
of exports based upon other information published by the D.B.S.

Table8 shows the various available estimates of the quantity of, Canada's
exports of synthetic rubber. The first six columns show the derivation of
data on exports from D.B.S. information on Canadian production, con
sumption, changes in stocks, and imports. They suggest that Canada's
exports of synthetic rubber have risen from about 12,000 long tons in 1944
and 1945 to almost 72,000 tons in 1955. The next column shows the volume
of synthetic rubber exports reported in the Canadian trade statistics for
the years 1944 to 1949, inclusive. While these data differ somewhat from
those derived from figures on production, consumption, etc., such differences

D.B.S., Consumption, Production and Inventories of Rubber, October 1956.

United Nations, Commodity TradeStatistics,publishedquarterly.
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are not unexpected when the results of different reporting techniques are
compared. For the years 1948 and 1949 the two export series are remarkably
close. The final three columns in the table show data on Canadian exports
of synthetic rubber derived from the import statistics published by the
United Nations, adjusted to eliminate exports of reclaimed and scrap
rubber to the United States. These data might be expected to differ from
actual Canadian domestic exports of,synthetic rubber because of their
limited coverage, etc., and because of the discrepancies which always arise
between export and import data covering the same trade.

Byvalue, Canada's exports of synthetic rubber amountedto $6.5 million
in 1944. In 1949, the last year for which synthetic rubber is identified in
the Canadian export statistics, the value had risen to $13.2 million. Except
for--1947, the United States was the largest market during these years. Next
in importance was France which took about half of Canadian exports in
1947, and almost a quarter of the total value in 1949.

Making allowance for the problems of using the data published by
the United Nations, it would appear that the value of Canada's exports of
synthetic rubber to the countries covered by those data rose from about $16
million in 1951 to about $32 million in 1955.®®® As an aid to interpreting
these data, it may be noted that the 1955 AnnualReport of Polymer Corpora
tion Limited reported the value of total sales of products and services in
1954 and 1955. The data in columns (1) and (6) of Table 8 suggest that,
in these two years, exports accounted for 67% and 69% of total production.
Ignoring changes of stocks and sales of services, it may thus be calculated
that, if exports were representative of the types of rubber produced, their
value was about $35.7 million in 1954 and $42.5 million in 1955 (as com
pared with $30 million and $32 million estimated from the United Nations
data).

The data published by the United Nations, adjusted to remove imports
of reclaimed and scrap rubber by the United States, suggest that the United
States continued to be the most important export market for Canadian
synthetic rubber from 1951 to 1954, but that 1955 exports to the United
States (at 18% of the calculated value) were exceeded by those to France
(24%) and to the United Kingdom (22%).

Regarding future production of rubber in Canada, the 1955 Annual
Report of.Polymer Corporation Limited noted that the company had been
expanding its facilities. Nevertheless, the upsurge in demand in 1955 neces
sitated the introduction of a formal system of allocation. It was noted that
the synthetic rubber plants in the United States were now owned by many
different companies and that plans were advancing for construction of
other plants in Europe. Despite such developments and others, including

^Imports of Canadian rubber reported by the United Nations for 1955 werevalued at a total of USS35.7
million. Of this, $356,000 represented reclaimed rubber and rubber scrap or refuse imported by the
United States. A further adjustment is necessary to convert the figures from a c.i.f. to an f.o.b. basis.
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the contraction of the inner tube market, an optimistic view was taken of
the long-term outlook. In the past five years, total world rubber consump
tion had increased by one-third to 2.9 million long tons per annum. During
this period, natural rubber production had remained almost constant at
about 1.8 million tons per annum. The inability of natural rubber pro
ducers to increase production in the face of rapidly increasing world demand
was the chief motivating factor in the expansion of chemical rubber facilities
announced by Polymer and other producers.

(6) Canada's Place in World Production and Trade

According to data from the International Rubber Study Group pub
lished by the United Nations, world rubber production outside of the U.S.
S.R. amounted in 1954 to about three million metric tons. This production
was made up approximately as follows: 1.8 million tons of natural rubber,
0.8million tons of synthetic rubber and 0.4million tons of reclaimed rubber.
The 1,832,000 tons of natural rubber compared with 1,226,000 tons in 1937
and 1,915,000 tons in 1951. Production of 728,000 tons of synthetic rubber
covered only the United States (87%), Canada (12%) and Western Germany
(1%), excluding the U.S.S.R. and minor producers. A decline in United
States production had reduced the amount shown for the three countries
from 951,000 tons in 1953. Five countries, estimated to have accounted
for nearly 80% of the world's rubber reclaiming capacity in 1952, produced
342,000 tons of reclaimed rubber in 1954. Of this amount, about 76% was
produced in the United States, 11% in the United Kingdom, 10% in Western
Germany, 2% in Australia and 1% in Canada.sS"!

Later data show that the production of both natural and synthetic
rubber rose in 1955. In that year natural rubber production was 1,943,000
metric tons, as compared with 1,831,000 tons in 1954. The United States,
Canada and Western Germany each increased synthetic production in 1955
to a total of 1,103,000 tons as compared with 728,000 tons in 1954. Pro
duction in 1955 was divided as follows: 89% in the United States, 10% in
Canada and 1% in Western Germany.

The United States is much the world's largest consumer of both natural
and synthetic rubber. According to United Nations data (from the Interna
tional Rubber StudyGroup), in 1954 the United States consumed 34% of the
natural rubber used outside of the U.S.S.R. and 86% of the synthetic rubber.
The next' largest consumers of natural rubber were the United Kingdom,
Western Germany, France, Japan, Italy, Australia and Canada, in that order.
Other significant consumers of synthetic rubber were Canada with about
4% of the 1954 total, the Federal Republic of Germany and France with
about 2% each, and Italy and the United Kingdom with about 1% each.s^e

United Nations,>Slatislical Yearbook, 1955.

885 United Nations, Monthly Bnllelin of Stalislics, July and September, 1956.

388 United Nations, Statistical Yearbook, 1955.
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The trade data published by the United Nations include together
natural, synthetic, reclaimed, scrap and waste rubber. It may be assumed,
however, that the United States and Canada, are the only important ex
porters of synthetic rubber and that most of the value of their shipments
is accounted for by synthetic. In 1955 the value of United States exports
of crude rubber, etc. was US$ 66 million, as compared with imports from
Canada by reporting countries aggregating USS 36 million. Among
important markets, imports from the United States exceeded those from
Canada in the cases of the United Kingdom, Western Germany, the Nether
lands, Sweden, Italy and Japan. On the other hand, imports from Canada
by Austria, Belgium-Luxembourg and France were greater than those from
the United States.®^''

(c) Market Outlook

The Paley Report stated that in 1950 the United States consumed about
1.6 million long tons of new and reclaimed rubber, an all-time peak. Trans
portation, chiefly pneumatic tires, absorbed about two-thirds of this con
sumption. During 1950 the United States produced 476,000 tons of syn
thetic, less than half its capacity at the time the Report was written, and
313,000 tons of reclaimed rubber. Its net imports amounted to 803,000
tons, mostly natural rubber. Synthetic rubber production amounted to
36% of new rubber consumption in 1950 and to 74% in 1951 when much
of the imported natural rubber went into the stockpile. It was expected
that United States consumption of new and reclaimed rubber might reach
3.3 million long tons by 1975. This doubhng of demand would, however,
represent a lower rate of increase than had occurred during the preceding
25 years, when consumption tripled. Greater use of reclaimed rubber
was expected to mean that, while the total consumption of rubber increased
by 104% between 1950 and 1975, the consumption of new rubber would
increase by 89% (from 1.3 million tons to 2.5 million tons).®38

In 1950 consumption of rubber in other countries outside the Soviet
bloc'amounted to about 950,000 long tons, of which 785,000 was natural
rubbe'r, 125,000 reclaimed and 40,000 synthetic. Natural rubber production
was about 1,855,000 long tons; synthetic 58,000; and reclaimed about
equal to its consumption, 125,000 tons. The excess production of 1.1
million tons, mostly natural rubber, covered net shipments to the United
States and to countries outside the free world. If automotive transportation
grew at about the same rate as it had in the United States in the period
1925-50 and if other uses of rubber also expanded rapidly, rubber consump
tion in the rest of the free world would triple over the period 1950-75, while
that of the United States doubled. Allowing for a roughly corresponding

United Nations, Commodity Trade Statistics, January-December 1955.

838 Paley Report, Vol. II, pp. 99-100, 118 and 126. Unless otherwise noted, references to the Report in the
text are to Vol. II, Chap. 20 (pp. 99-103).
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1

increase in production of reclaimed rubber, the demand for new rubber
in the rest of the free world was taken as reaching about 2.5 million long
tons by 1975, compared with 825,000 tons in 1950.339

In terms of physical potential alone, natural rubber production could
be expanded substantially over the,period 1950 to 1975. While the 1950
rate of production, 1,855,000 long tons, could be doubled by 1975, condi
tions in the industry, political conditions in producing countries, and the
competitive force of synthetic rubber suggested the greater likelihood that
the expansion of natural rubber production might be at a rate which would
bring it to a maximum of 2.5 million tons at best by 1975. On the other
hand, it was felt that the growing demand for new rubber could readily
be met by expanding synthetic production, and that increasing synthetic
supplies would bring down the price of natural rubber.

The projected free world demand for new rubber totalled some five
million long tons by 1975. If natural rubber production expanded to what
appeared to be the most reasonable outside limit of 2.5 million long tons
by 1975 and if the Soviet sphere purchased in 1975 no more than the 200,000
tons taken in 1950, free world consumption would be divided into 2.3
million tons of natural rubber and 2.7 million tons of synthetic. This pro
duction of synthetic rubber would compare with slightly over one-half
million tons in 1950 and less than one million tons in 1951. The share

of synthetic in new rubber production would rise from 25% in 1950 to
55% in 1975, or more if the Soviet countries purchased an increasing amount
of natural rubber. It was not possible to estimate just how the synthetic
rubber capacity would be distributed as between the United States and
other free countries, but it was felt that national security and economic
considerations would lead to an appreciable expansion of synthetic rubber
capacity outside the United States.

Other considerations on the demand side support the Paley Report's
conclusion that future rubber consumption in the free world will include
a higher .proportion of synthetic. To the extent that they use synthetic
rubber, manufacturers are able to escape the problems created by the
violence of the fluctuations in the price of natural rubber. This had led
to a preference for synthetic rubber even when the relation of the spot
prices would suggest that natural rubber was more economic. Also, there
have been many occasions in recent years when natural rubber was clearly
much more expensive. Another consideration emerges from the examina
tion of consumption statistics. In 1954, 52% of Uniteid States new raw
rubber consumption consisted of synthetic and 48% of natural rubber. In
the rest of the world outside the U.S.S.R., however, only 8% of total con
sumption was represented by synthetic rubber. Of the countries listed by
the United Nations, only Canada, where synthetic accounted for 42% of

"9 Vol. II, pp. 101, 132 and 135.
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total consumption, approached the position of the United States.®^® The
price advantages of synthetic rubber, as weii as its technical advantages
in the manufacture,of automobile tires and in other uses, suggest that over
seas countries will tend to employ an increasing proportion of synthetic
in their total rubber use.

The Paley Report suggested that the 1975 free world consumption of
synthetic rubber would be at least 2.7 million long tons. As has been noted,
in 1955 the United States, Canada and Western Germany produced 1.1
million metric tons of synthetic rubber or about the same amount in long
tons. This production was only 19% above the level of 1951. It thus seems
reasonable to anticipate that over the next 25 years free world consumption
of synthetic rubber will increase to at least two and one-half times its present
level and probably more. It also seems reasonable to anticipate that new
facilities for the production of synthetic rubber will be developed in many
countries. Canada, however, will probably continue to export substantial
quantities. The capital costs involved in the production of synthetic rubber
are substantial and, in many areas, production is unlikely to keep up with
the- growth in demand. Canada has the advantage of existing modern
facilities in the midst of a developing petrochemical industry in the Sarnia
area and can be expected to remain in the forefront of technological develop
ments, such as the development of new types of rubber for specific uses.
Further, Canada has available feedstocks and, like the United States, may
develop production facilities close to the source of supply. Thus it is here
projected that Canada's exports of synthetic rubber will grow from their
1955 level of perhaps $40 million to about $100 million in 1980. In view.
of the large United States production facilities and the probability of their
expansion, it is anticipated that most Canadian exports will, as at present,
go to overseas countries.

28. Other Chemicals

(a) General Export Position

The group "chemicals and allied products", in the Canadian export
statistics includes fertilizers, synthetic rubber, uranium and, in addition, a
large number of other chemicals and allied products.

Domestic exports of chemicals and allied products other than fertilizers
amounted to $12 to $14 million in each of the years 1926 to 1929. In 1937
the value was $15 million. Of the $154 million recorded for 1955, it has
been estimated that perhaps $40 million consisted of synthetic rubber
and about $25 million of uranium. This would mean that exports of'what
are here called "other chemicals" amounted to about $90 million.

In addition to some $37 million of unidentified chemicals (after elimin
ating estimates for synthetic rubber and uranium), the trade statistics

8*0 TJnited Nations, Sfatislical Yearhooky 1955'
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identify exports of "other chemicals" aggregating $52 million in 1955. The
most important of the identified items were cellulose products, exported
to a value of $14.2'million. Other important items were: soda and sodium
compounds (lye, baking powder, caustic soda, sodium sulphate and, most
important, soda and sodium compounds, n.o.p.) valued at $8.3 million;
polystyrene at $7.0 million; synthetic resins at $6.1 million; drugs, medicinal
and pharmaceutical preparations at $4.2 million; cobalt oxides and salts
at $2.9 million; calcium compounds at $2.8 milhon; acids at $1.9 million;
paints, pigments and varnish at $1.7 million; and synthetic resin manu
factures at $1.2 million. With the exception of acids, all of these items
showed substantially larger export values in 1955 than in 1937.

While the allocation of exports of synthetic rubber among customer
countries creates difficulties, it is clear that the United States was Canada's
most important customer for "other chemicals" in 1955, when the share
going to that country appears to have been in the order of 40%. Even
allowing for exports of synthetic rubber at $6 million and uranium at $25
million, Canada's exports of "other chemicals" to the United 'States were
predominantly in the miscellaneous item which contained about $24 million
of the $36 milhon total to that country. The most important identified item
was soda and sodium compounds, valued at $6.7 million out of total exports
to all countries of $8.3 million. The United States also took $1.4 milhon

of total exports of acids amounting to $1.9 milhon, and $1.0 milhon of
the $1.7 milhon exports of paints, pigments and varnish. In the other major
identified items, the United States share was relatively small.

In 1937 the United Kingdom was Canada's most important market for
"other chemicals", with exports amounting to $5.2 milhon as compared
with $4.7 milhon going to the United States. In 1955 it is calculated that,
after allowing for exports of synthetic rubber at $7 milhon, Canada ex
ported "other chemicals" to the United Kingdom to the value of $13 milhon.
The $7.8 milhon of identified items included $2.9 milhon of cobalt oxides

and salts, almost all of Canada's exports of this item; $2.3 milhon of syn
thetic resins, for which the United Kingdom was much the largest market;
and $1.6 milhon of calcium compounds, or over half of total exports of
this item. All of these exports were sharply up from 1937. On the other
hand, dechnes were registered in United Kingdom purchases of acids ;
cellulose products; drugs, medicinal and pharmaceutical preparations;
paints, pigments and varnish; soap; and, although the item was of little
importance in 1937, soda and sodium compounds.

Mexico would appear to have been the third most important market
for Canada's exports of "other chemicals" in 1955. Total exports of chem
icals and allied products other than fertilizer to Mexico amounted to $8.0
milhon. OLthis, $6.3 milhon consisted of cellulose products (44% of total
exports of such products) and $1.3 milhon of miscellaneous chemicals. It
is not known to what extent the latter item may have included synthetic
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rubber. Other Latin American and West Indian markets were also impor
tant, with cellulose products to Colombia and Venezuela standing out.

While the countries of continental Western Europe have purchased
substantial values of chemicals and allied products other than fertilizers,
a large proportion of this would appear to have consisted of synthetic
rubber. Probably the largest continental purchaser of "other chemicals"
in 1955 was Norway. Exports to Norway'amounted to $3.8 -million and,
although this amount is contained almost entirely in "other chemicals and
allied products, n.o.p.", U.N. data show imports of Canadian synthetic
rubber by Norway at only $0.1 million.

(b) Canadian Production

Data published by the D.B.S. show,that the gross selling value of prod
ucts produced by the chemicals and allied products industries was $118
million in 1920 (including fertilizers). For the next two decades the value
rose unsteadily and fairly slowly. In 1929 it was $l39 million and, in 1937,
$149 million. With the stimulus of war, the value rose to $765 million in
1943, but it fell to $376 million in 1946'(when synthetic rubber was also
included). Subsequently the valuehas increased rapidly, and the preliminary
figure for 1955 was $1,049 million.®''^

Making an adjustment to eliminate fertilizers and synthetic rubber from
data on production of chemicals in Canada, it would appear that production
of "other chemicals" had a value of $136 million in 1929, $139 million
in 1937 and about $895 million in 1955. Production and exports of "other
chemicals" have increased by roughly similar proportions since the prewar
period; the value of exports in 1929was 10.5% of the value of the production
of such chemicals; in 1937 the figure was 10.9%; and in 1955 it is estimated
to have been 10.0%.®^®

Data are not available in a form which enables a detailed comparison
of production and exports by major export commodities in the "other
chernicals" group. Available data do indicate, however, that exports play
a relatively small role with respect to some of the more important chemicals
produced in Canada, e.g., medicinals and pharmaceuticals, paints and
varnishes, soaps and washing compounds, toilet preparations, inks, and
polishes and dressings. On the other hand, 1955 production of primary
plastics was valued at $75.5 million, whereas exports of polystyrene, syn
thetic resins and manufactures aggregated $14.4 million and all cellulose
products had about an equal value.®^® '

D.B.S., Chemicals and Allied Products, Preliminary Summary Statistics, 1955', and Chemicals and Allied
Products, 1953, General Review.

'^2D.B.S.. Chemicals and AlUed'Products, Preliminary Summary Statistics, 1955; and The Fertilizer Industry,
1954; Polymer Corporation Limited, Annual Report, 1955.

D.B.S., Chemicals and Allied Products, Preliminary Summary Statistics, 1955; and. Trade of Canada.
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(c) Canada's Place in World Consumption and Trade
In the brief presented to the Commission by Canadian Industries

Limited, it was stated that the output of chemicals and allied products in
Canada was only about one twenty-fourth that of the United States, whereas
manufacturing production in this country was better than one-fifteenth the
U.S. total. Comparisons with other countries, such as the United Kingdom
and Germany, showed similar relationships. This disparity was almost
entirely attributable to lower production of organic chemicals in Canada;
Canada's output of heavy industrial chemicals amounted to one-fourteenth
of the United States output.^'ii Du Font of Canada in its brief noted that
the rate of Canadian growth in the postwar period had not been as great
as that in the United States. Nor had the Canadian industry maintained
its position vis-a-vis the rest of the world. Germany and other countries
wererapidly buildinga newmodern chemical industry to replace the facilities
destroyed by war.^-is

According to data published by the United States Department of Com
merce, sales by chemical manufacturers in the United States, including sales
from one manufacturer to another, amounted to $23.0 billion in 1955.
United States exports of chemicals and, related products (excluding "special
category" commodities) amounted to $1,075 million, while imports were
$255 million. Of these imports, $88 million, or 34%, are reported as having
come from Canada, while Western Europe supplied 44% of the total.
Although it would appear that United States import data do not include
syntheticrubber, abrasives or uranium in the chemical group, they do include
fertilizers. If fertilizers are excluded, 1955 imports from Canada amounted
to $36.8 million or 25% of the total of $144.8 million.®'̂ ®

Including artificial abrasives and fertilizers, but excluding synthetic
rubber and uranium. United Kingdom 1955 impofts of chemicals amounted
to £112.3 million. Canada was the fourth most important supplier of these
chemicals. The major supphers were as follows: the United States, £26.0
million; Western Germany, £16.4 million; France, £11.9 million; Canada,
£8.6 million (of which abrasives and fertilizers accounted for perhaps £1.5
million); Switzerland, £6.8million; and the Netherlands, £6.2 million. With
in the chemicals group, imports of plastic materials are shown as valued at
£12.0 million. ,0f this amount, £6.5 million came from the United States,
£2.3 million from Western Germany and £1.2 million from Canada.

(J) Market Outlook

In its chapter on chemicals, the Paley Report suggested that the quantity
of prime and intermediate chemicals needed by 1975 to supply needs related

H. Grenville Smith, President, Canadian Industries Limited, The Chemical Industry, a Statement to the
Royal Commission on Canada's Economic Prospects, Montreal, February, 1956, p. 7.

'*5 H. H. Lank, President, Du Pont Company of Canada Limited, Growth Potentialities of the Canadian
Chemical Industry, a Submission to the Royal Commission on Canada's Economic Prospects, p. 11.

846 U.S. Department of Commerce, Survey of Current Business, March 1956; Foreign Commerce Weekly,
April 30, 1956, pp. 13—14; and Bureau of the Census, Report No. FT 110, United Statis Imports of Mer
chandise for Consumption, Commodity by Country of Ongin, Calendar Year 1955.
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to food, clothing, shelter, transportation and communication, medication,
and tools, machinery and equipment would have to be nearly three and
perhapsfour times that consumed in 1950. The minimum increase suggested
would, of course, not apply to all types of chemicals; some, such as pig-
rnents, dyes and industrial explosives, would hardly increase twofold,
whereas the' synthetic polymer materials probably would increase between
five- and tenfold. Given time, there should be plenty of all the raw materials
required for the chemical industry in the United States, although in some
cases at a slightly higher cost. From 1939 to 1949 the United States chem
ical industry grew by 200%, while total United States industrial production
rose by only 61%. On the assumption that this relative growth would
continue over the next 25 years, a doubling of the total value of all goods
and services would mean that the chemical industry as a whole would be
about four times its 1950 volume in 1975.34'?

A forecast of Canadian chemical exports was contained in the brief
submitted to the Commission by Du Font of Canada. On the basis of a
correlation analysis, it was estimated that a 1975 G.N.P. of $57 billion
should give rise fo an internal market of $3.4 billion for chemical products,
or three and one-half times that of 1955. Considering exports, it was noted
that the total volume of goods shipped abroad, expressed as a percentage
of total domestic consumption, has remained relatively constant, except for
the war years. The struggle to maintain Canada's position in the export
field had been greater than might be apparent in the trade statistics. Her
postwar success in foreign markets was attributable in no small way to an
ability to discern world shortages in particular areas and to win out in the
race to supply such needs. Such opportunities were likely to become less
frequent with the spread of industrialization and the re-emergence of Ger
many and Japan as formidable competitors. Also the foreign trade policies
of other countries were designed to prevent the importation of products
in which Canada had a definite economic advantage. Nevertheless, "although
foreign markets are not too promising, exports expressed as a percentage
of total domestic demand should remain relatively constant. On this basis
it is estimated that the value of exports by 1975 will reach an estimated $600
million."348 This amount presumably included fertilizers and synthetic
rubber.

Another forecast of the growth of Canada's chemical industry was given
by C. R. Graham, Director of Market Research, J. T. Donald and Com
pany, Montreal, who stated in January 1956 that he would .expect the
Canadian chemical and allied products industry to expand two and one-half
times by 1975. This was based on the assumptions that there would be no
major economic depression, an enlightened immigration policy and fair

Paley Report, Vol. II, Chap. 21, pp. 103-107, '

H. H. Lank, op. oil., pp. 4-6. A similar export figure was presented in a more recent address^'to the
Chemical Market Research Association by the manager of Du Font's Chemical Department (The
Financial Post, Toronto, October 13, 1956).
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tariff treatment for the Canadian industry. With shortages of raw materials
increasing all over the world, the prospect for greater export of Canadian
chemicals was becoming brighter. Canadian -chemical raw materials were
inexpensive and plentiful — petroleum, natural gas, potash and new sources
of sulphur were being found. Canadian technology was as advanced, and
Canadian manufacturing costs as low,-as any other country's. Thus Cana-

, dian chemicals should be competitive anywhere.^^a

Other submissions to the Commission stressed the difficulties facing
Canada's chemical exports. Thus the brief from Canadian Industries
Limited drew attention to the high tariffs in the United States and the United
Kingdom. The brief from Shawinigan Chemicals Limited said that it would
be quite unrealistic to predicate our industrial future on an expansion of
our export trade. The United Kingdom, the Commonwealth countries and
other nations of the world with which Canada had enjoyed export business
were rapidly building up integrated chemical industries to supply their own
needs. Furthermore, it was felt to be doubtful whether Canada should rely
to any extent on improved trade relations with the United States as far as
the export of manufactured or semi-finished goods was concerned.®®®

Projections of growth of total output of Canada's chemical industry
and of exports are generally not wholly appropriate for the purposes of
this section as they usually include fertilizers and synthetic rubber. It is also
possible that the inclusion of uranium in the statistics of present chemical
exports- produces an upward bias in forecasts of exports in the future.
It has been noted that 1955 exports of "other chemicals" as here defined
may be estimated at about 10% of production. Production of these "other
chemicals" seems likely to increase severalfold between 1955 and 1980.
In the light of restrictions on international trade in non-agricultural chem
icals and the competition of exporters in countries with more highly developed
chemical industries than has Canada, it may be, particularly if Canadian
output grows very rapidly, that exports will decline as a percentage of
output. In the light of the foregoing examination and drafts of the Com
mission's study on The Canadian Chemical Industry, it is suggested that
Canada's exports of "other chemicals" will amount to $300 million in 1980
— three and one-third times the estimate of $90 million in 1955. The

achievement of such exports in the face of restrictions to trade should be
aided by the Canadia.n raw material position and should be easier to the
extent .that important branches of the Canadian indiistry can remain at or
near the forefront of world progress.

The projections in this and other sections of Part B are that exports
of all items presently covered under "chemicals and allied products" in
the export statistics will rise from $210 million in 1955 to $800 million in

The Financial Posl, Toronto, January 14, 1956.

H. Grenville Smith, op. cit., pp. 12-13; and R. S. Jane, Shawinigan, Chemicals Limited,* lo
the Royal Commission on Canada^s Economic Prospects, p. 15.
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1980. The 1980 figure is made up of $200 million for uranium, $200 million
for fertilizers (including potash fertilizers), $100 million for synthetic rubber
and $300 million for "other chemicals".

29. Sundry Manufactures

The items covered in this section can best be seen from the following
table in which they are listed along with the export values for the years
1937, 1952, 1954 and 1955.

Canada's Domestic Exports of Sundry Manufactures
(thousands of Canadian dollars)

1937 1952 1954 1955

Alcoholic beverages 21,175 56,597 62,638 64,629
.Rubber products 17,618 17,455 10,863 9,439
Textiles and products 12,945 25,206 19,252 21,360
Electrical apparatus 2,784 33,892 22,913 20,700
Engines and boilers 273 10,222 23,647 30,080
Farm machinery and implements.. 9,839 105,408 76,771 76,010

(including farm tractors) (a) (9,716) (5,952) (3,803)
Non-farm machinery 10,837 47,378 36,676 35,789
Automobiles, trucks and parts 26,783 111,015 27,103 39,779
Other vehicles,chieflyof iron 236 4,059 4,374 6,573

(including tractors) (25) (2,066) (1,415) (1,949)
Guns, rifles and other firearms— 22 5,627 39,549 4,129
Railway track material of iron 1 |

and steel r.. 9,367 s 14 8 3,578
Other mfgs. of iron and steel(Z)) J [ 16,274 9,893 10,929 ,
Ships and vessels 626 11,630 8,755 6,311
Aircraft and parts 265 37,503 28,442 19,906
Cartridges, gun and rifle 154 10,139 13,804 3,565

Total 112,924 492,419 384,688 352,777

(o) Included in "other vehicles, chiefly of iron".

(&) Remaining items in the "iron and its products" group in the export statistics^ after the exclusion of
items in this listing, together with iron ore, and primary iron and steel (including scrap).

For the group as a whole, exports in 1928 amounted to $133 million or
9.6% of total domestic exports, including gold. In 1937 the value, at $113
million, was below the 1928 level, but this represented the same proportion
of total exports as had the higher value in 1928. In the first postwar year,
1946, these exports aggregated $351 million or 14.6% of Canada's total
domestic exports, including gold. In all but one of the subsequent years
up to 1955, the value exceeded that achieved in 1946 but nevertheless .was
a smaller percentage of total exports. The largest value of sales occurred
in 1952 when they totalled $492 million or 11.1% of total exports. Subse
quently sales have declined and in 1955 they were down to $353 million
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or 8.0% of total domestic exports, including gold. For the group as a
whole, $199 milhon or 56% of the $353 million exports in 1955 went to the
United States. The United Kingdom took only $5 million or approximately
1.5%.351

Canada's exports of alcoholic beverages were valued at $28 milhon in
1928, $21 -milhon in 1937, and reached $66 milhon in 1953. In 1955 the
value was $64.6 milhon, but it amounted virtually to this figure in the first
11 months of 1956. Of the 1955 exports, 94% consisted of whisky and
most of the remainder of ale, beer and porter. The United States market
accounted for 89% of the value of 1955 exports of whisky and for 94% of
the ale, beer and porter. Most of the remaining shipments went to Japan,
the Federal Republic of Germany and the United Kingdom, and appear
to have been related to the stationing of Canadian and United States forces
in those areas.

Although Canada's exports of ale, beer and porter have increased
manifold since 1937, exports of whisky, while almost triple the 1937 value,
were in 1955 only 31% above the 1937 volume. Exports of ale, beer and
porter would appear to be only slightly more than 1% of total shipments
by the Canadian brewing industry.®52 On the other hand, it would appear
that exports accounted for 71% of 1955 sales of whisky outside the distilling
industry.353

United States production of whisky has fluctuated widely. Tax paid
withdrawals in 1955, however, were less than in 1940, 1941 and 1942, and
only 4% above the level in 1936. Meanwhile, United States imports in
creased by 63% between 1936 and 1955 and in 1955 appear to have been
about one-third of tax paid withdrawals. The import market is shared
between Canada and the United Kingdom, with the United Kingdom
somewhat ahead of Canada in both value and volume.354

United States consumption" of legal whisky appears to have been
dropping. Yet imports from Canada have increased somewhat, and it
may be suggested that Canadian whisky, as a prestige product, is less
affected by the decline in per capita consumption or by the apparent increase
in the consumption of illegal whisky. For the future, Canada's exports of
whisky might perhaps be expected to increase approximately with the
increase in United States adult population or slightly faster. Any such
forecast, however, must be quahfied by the possibility of a change in taste,
affecting either whisky consumption as a whole or the share of Canadian
whisky in the total United States market. Despite the United States tariff.

Significant changes in 1956are noted in the followingdiscussion of the individual items.
553 D.B.S., The Brewing Industry, 1954,

555 D.B.S., The Distilling Industry, 1955.

55* U.S. Depa^ment of Commerce, Business Statistics 1955, Supplement to the Survey of Current Business',
Survey of Current Business, March 1956; and Report No. PT 110, United Stales Imports of Merchandise •
for Consumption, Commodity by Country of Origin, Calendar Year 1955,
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the export of Canadian whisky to the United States would appear to be a
profitable business, as suggested by the entry of United States distillers
into Canada. On the other hand, certain United States distillers have
complained about alleged practices by the Canadian firms and have argued
that the United States tariff ought to be increased.^ss Assuming, however,
that there will not be any significant change in tastes or a significant change
in United States policy affecting imports, it is suggested that Canada's
exports of alcoholic beverages will increase slightly more rapidly than the
40% increase in United States adult population which is expected between
1955 and 1980.

In 1928 Canada's exports of rubber products amounted to $30 million.
In 1937 they were $18 million and in 1951 they reached their postwar peak
of $28 million, from which they fell to less than $10 milhon in 1955. Of
the $17.6 million exported in 1937, $9.5 million was accounted for by
vehicle tires, pneumatic tire casings and inner tubes, and $5.5 million by
boots and shoes. The United States was a relatively unimportant market
for these exports which went to a large number of countries; the most
important of which were the United Kingdom with $5.6 million ($4.1
million boots and shoes). New Zealand with $2.3 million and Brazil with
$1.0 milhon. In 1955, $7.1 milhon of the $9.4 milhon of total exports' of
rubber products consisted of tires, etc. Again exports went to many coun
tries, but sales to the United Kingdom aggregated only $299,000, those to
New Zealand amounted to $267,000, and Brazil purchased only $29,000.
Sales to the United States, however, amounted to $3.4 milhon, of which
$2.6 milhon consisted of tires, pneumatic casings and inner tubes.

Canada's exports of rubber products have been affected by restrictions
limiting imports, and this has only in part been offset by the increase in
sales -to the United States. Protectionism can be expected to continue and,
while it is possible to anticipate that there will be some increase in exports
of these commodities, it would seem unlikely that the peak values achieved
in the past will again be reached on a stable basis during the period covered
by this investigation.

Canada's exports of textiles and products, excluding natural fibres,
almost doubled in value from 1928 to 1937 when they amounted to $12.9
milhon. In 1946 these exports amounted to $50 milhon, somewhat below
the wartime peaks achieved in the two previous years. Subsequently they
fell to $23 milhon in 1949, rose to $34 milhon in 1951 and then dechned
to $19 milhon in 1954. In 1955 they were $21.4 milhon. Commonwealth
countries accounted for the bulk of Canada's 1937 exports, with 24% going
to the United Kingdom, 17%to the Union of South Africa, 16%to Australia
and 8% to New Zealand. The only other market of comparable importance
was the United States, to which country, exports amounted to $2 milhon

355" See, for example,' The Financial Post, Toronto. December 3, 1955.-
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or 15% of the total. Of the $21.4 million in 1955, $5.2 million consisted
of binder twine, rope, fish nets and other cordage and -twine. In addition,
cotton and-products accounted for $3.1 million, wool rags and waste for
$2.9 million, other wool manufactures for $1.5 million, synthetic fibre
thread and yarn for $2.6 million, and synthetic fibre manufactures for $1.6
million. Commonwealth countries no longer dominated the market. In
1955 the United Kingdom took only 4.6% of total exports, and the Union
of South Africa, New Zealand and Australia accounted in total for only
3.5%. Markets in continental Western European countries, however, had
become more important and exports to France, almost entirely synthetic
fibre, were 5.4% of the total. The greatest change, however, was the increase
in exports to the United States to $9.6 million or 45% of the 1955 total.
Of this amount, $2.8 million consisted of cotton, jute, wool and other rags
and waste, and $4.3 million of binder twine, rope, fish nets and other cordage
and twine.

, The specialty exports such as those going to the United States may be
expected to increase in the future and it may be that exports of certain new
lines are possible. Most countries, however, protect their textile industries,
and textile manufacturing is one of the first industries set up by countries
seeking economic development. Thus it is felt that there cannot be more
than a relatively modest increase in Canada's total exports of these products.

Canada's domestic exports of the electrical apparatus items in the non-
ferrous metals group in the trade statistics have increased substantially
since before the war. From'$2.8 million in 1937, they rose to a wartime
peak of $72 million in 1944 and to a postwar high of $37.7 million in 1953.
In 1955 they stood at $20.7 million. Of the 1955 total, $5.8 million consisted
of radio receiving sets'and other radio apparatus; $2.1 milUon of telegraph
and telephone apparatus; $1.6 million of transformers and parts; $1.4
million of dynamos, generators and parts; $1.4 million of electric meters
and parts; $1.3 million of electric motors and parts; and $2.1 million of
spark plugs. The category does not include: electric vacuum cleaners,
and washing machines and parts, exports of which in 1955 aggregated $1.0
million and which are included hereinafter with non-farm machinery;
electric stoves, and electric heating and coojking devices and parts, exports of
which in 1955 were $490,000 and are included hereinafter with other manu
factures of iron and steel; or refrigerators and parts covered among the
miscellaneous exports in Section 30,,exports of which amounted to $529,000
in 1955. Similarly, a number, of other items in the use of whieh electricity
is involved and items related to the use of electricity, such as copper wire,
are. not included here with electrical apparatus.

Of the 1955 exports classified in the trade statistics as electrical apparatus,
36% went to the United States', 14% to Brazil, 10% to India and about
4.5% each to Mexico and the'Union oif South Africa. Exports to the United
Kingdom were less than 1%, although in 1953 they had been 16% or almost
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$6 million. In that year also, exports to Italy and the Netherlands exceeded
$1 million as had exports to France in the previous year. In 1955, however,
exports to each of these countries were relatively small.

The Canadian electrical manufacturing industry is ^considered in a
separate study which has been prepared for the Commission. The coverage
in that study is broader than electrical apparatus as isolated in the trade
statistics, including refrigerators, washing machines, electric stoves, vacuum
cleaners and copper wire and cable.s^e

The study notes that in 1954, Canadian manufacturers of electrical
apparatus sold, only 3% of their output in export markets, as compared
with 5% to 6% in the late 1930's and in some of the early postwar years.
This relative dechne is stated not to reflect any relative lag in the efficiency
of Canadian manufacturers, but to be due to the import restrictions of
many countries, to the currency devaluations and to the increased tariffs
and other trade barriers that have accompanied the industrialization pro
grammes of many underdeveloped countries. The significance of the re
covery of Germany and other countries is also mentioned. Further, experi
ence indicates that the export market is not very dependable. In Common
wealth markets, it is felt that Canadian manufacturers could not regain
their former position even if import restrictions were removed. If Canadian
manufacturers could gain tariff free access to the United States market on
products in which they have some advantage, they could specialize and
develop a substantial market. Barring such a development, however, no
significant market is felt likely to develop.®®''

The study suggests that the electrical manufacturing industry in Canada
is likely to continue the very rapid rate of growth which it has experienced
in the past. JWhile Canadian firms will continually find themselves at a
disadvantage on'pewer products, etc., as the domestic market expands, they
should "be better'able to compete on even terms with manufacturers in the
United States pn 'a wider and wider range of products. While it is stated
that no precise estiinates are possible, it is suggested that the total output
of the Canadian" industry might grow at an annual rate of about 7% per
annum. Biit, although exports will continue to be important in a few lines,
it is felt that they are unlikely to be of major importance for a long time
to come.®®®

If the Canadian electrical manufacturing industry were to increase its
output at a rate of 7% per annum, this would mean that output would
grow to about five and one-half times its present level over a 25-year period.
It cannot be anticipated that exports will keep pace with any such increase
in output. Nevertheless, the vigour of the Canadian industry should make

Clarence L. Barber, The Canadian Eleclrical Manufacturing Industry.

Ibid., Chap. 4.

'28 Ibid., Chap. 5 and 6.
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possible some exports aad, indeed, should facilitate substantial growth.
Perhaps a triphng of Canadian exports from the presently reduced level
would represent a not unreasonable expectation.

Amounting to less than half a million dollars in the years immediately
preceding the war, Canada's exports of engines and boilers have been of
considerable significance in the postwar period, fluctuating between $10
milhon in 1951 and $31 million in 1949. These exports encompass internal
combustion engines and parts, steam engines and parts, and locomotives
and parts. The nature of the commodities has meant that there has been
wideyear-to-year fluctuation,_not onlyin the total value of exports but also
in the relative importance of different markets. Of the $30 milhon of exports
in 1955, 58% consisted of internal combustion engines and parts to a long
list of countries, 41% of locomotives and parts, and 1% of steam engines
and parts. Thirty-nine per cent of these exports went to the United States
(largely internal combustion engines), while 37% went to India (largely
locomotives). In addition, 6% went to New Zealand (73% locomotives)
and about 2% each to Malaya and Singapore and the United Kingdom
(entirely internal combustion engines in each case).

The postwar period would appear to demonstrate Canada's abihty
to export these commodities and it may be expected that the future will
bring a substantial further growth with, however,- many interruptions to
the movement. As with other manufactured commodities, sales of locomo
tives to underdeveloped countries may, in some measure, turn on continued
assistance to the development of these countries in the form of credits
either from Canada or from other sources.

The Canadian agricultural machinery industry is another fine of activity
in the manufacturing field where exports increased very greatly frOm the
prewar to the postwar period. In 1928 Canada's exports of farm machinery
and implements amounted to over $14 million. In 1937, they were less than
$10 million, but they rose to $106 million and $105 million, respectively,
in 1951 and 1952. After 1952, however, exports fell sharply and in 1955
amounted to $76 milhon. In the first 11 months of 1956 they were almost
$6 million below the level in the same months in 1955. Exports of agricul
tural machinery cover a wide variety of items. Much the most important
in 1955 were reaper-threshers or combines, valued at $30 milhon, an item
which presumably includes the important self-propelled combine developed
by Massey-Harris in the postwar period. Other important exports in 1955
included milking machines and parts at $1.4 milhon, hay rakes at $1.5
milhon, mowing machines and reapers at $3.3 milhon, cultivators at $1.3
milhon, drills and sowers at $4.2 milhon, disc harrows and parts at $2.8
milhon, disc plows and parts at $3.2 milhon, other plows and parts at $3.9
milhon and farm tractors at $3.8 milhon.

In 1937, as generally in the prewar period, overseas markets were more
important to the Canadian industry than were those in the United States.
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In that year sales to the United States accounted for 34% of total exports,
those to Argentina for 25%, those to theUnion of South Africa for 13% and
those to the United Kingdom for 12%. In every postwar year, however,
sales to the United States have accounted for over half of total Canadian
exports. In 1955 the United States took 83% of total exports, France 3%
and Mexico and the Union of South Africa about 2% each.

The study of the Canadian agricultural machinery industry prepared
for the Commission deals with this industry as one which faces no tariff in
the United States (since 1913) or in Canada (since 1944). The competitive
position of the Canadian industry is strengthened by the fact that it can
import free of duty any materials or tools required for the production of
agricultural machinery. As regards overseas markets, however, sales are
curtailed by exchange and other restrictions.®59

The study notes that before 1939 slightly less than 40% of Canadian
agricultural machinery production was exported. After 1939 exports in
creased to about 50% and in 1954 the figure was over 60%. Three main
reasons are offered for the increase in exports to the United States and the
declineto other countries in the postwar period. These are overseasexchange
restrictionsleading Massey-Harris, for example, to establishplants in certain
countries; the integration of manufacturing operations of the companies
with plants on both sides of the United States border, resulting in a sub
stantial increase in both exports and imports; and the intensified sales
efforts in the United States by Massey-Harris and Cockshutt Plow in the
face of restrictions and uncertainties in other countries.seo

Because of currency restrictions it is felt that it is unlikely that sales to
soft currency countries will expand much beyond their present level. It is
noted, however, that' government financing, as under the Colombo Plan,
might appreciably affect the volume of overseas sales particularly for a short
period. In North America, many of the factors that contributed to the growth
of the industry in the past are felt to be not likely to have the same effect
in the future, and it is said that there appears to be little question that
replacement rather than original sales will form a much greater proportion
of the demand for some time to come. The extent to which the demand for
farm machinery may fall behind the growth of G.N.P. over the long term
cannot be gauged with any accuracy. The •disparity, however, could be
fairly substantial in spite of the fact that the industry may be expected to
increase its actual sales volume. A growth in the Canadian share of the
North American market in the postwar period is attributed largely to the
production of the self-propelled combine. The Canadian industry may have
difficulty in retaining its present share of combined North American pro
duction in any future expansion on this continent. The industry in the

J. D. Woods and Gordon Limited, The Canadian AgriaiUural Machinery Indushy.

388 Cliap. 2, and Exhibit III.
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United States is well located to serve the whole North American market, the
possibility of a reimposition of the United States tariff cannot be wholly
ignored and there is a tendency to concentrate production in larger or more
speciahzed plants most of which are.already located in the United States.
It is not expected that the Canadian industry will decline in size, but any
broad expansion in Canadian production facilities is said to appear
unlikely.8®i

As regards the North American market for agricultural machinery, it
may be noted that the Paley Report assumed that there wouldbe no increase
in the demand for new agricultural machinery between 1950 and 1975.
Output of new farm equipmentconstituted almost 2% of G.N.P. in 1950, as
opposed to a previous average of less than 1%, so that the same absolute
level of output would provide in 1975 a ratio between investment in farm
equipment and G.N.P. greater than that which had prevailed in the past.362
In this connection, United States Department of Commerce data cited in the
Commission's study on the Canadian agricultural machinery industry show
that the value of United States production was higher in 1951 and 1952 than
in 1950, but that in 1953 it was below the 1950value.®®®

Ill summary, it would appear that Canada's exports of agricultural
machinery cannot be expected to increase at anything like the rate which has
occurred between the immediate prewar and the postwar periods. Indeed,

- there are suggestions that there will be no increase over the next 25 years.
Yet it may surely be anticipated that the use of machinery in agriculture
will increase, that there will be new innovations and that the Canadian
industry will continue to be efficient and will pioneer the introduction of
some of the new machinery.®®^ Thus it would seem reasonable to anticipate
that there will be some increase in exports over the next 25 years, although
they are unlikely to as much as double the value achieved in 1955.

Canada's domestic exports of non-agricultural machinery — household
machinery, office machinery and industrial machinery — rose from $7.6
million in 1928 to $10.8 million in 1937 and reached a postwar peak of $47.4
million in 1952. In 1955 these exports aggregated $35.8 million and in the
first 11 months of 1956 were $42.8 million. Included among the 1955 exports
were domestic washing machines and parts valued at $1.0 million, mining
machinery and parts at $3.3 million, bookkeeping and calculating machines
and parts at $4.7 million, typewriters and parts at $1.1 million, paper mill
and pulp mill machinery and parts at $0.9 million and powersaws and parts

S6I'ihid., Chap. 5.

Paley Report, Vol. II. pp. 115 and 116;

'6' J. D. Woodsand Gordon Limited, op. eit.. Chap. 4; and Exhibit X.

See also James S. Duncan, Chairman and President, Massey-Hams-Ferguson Limited, The Posilioii
and Prospects of the Farm Implement Industry in Canada, Submission to the Royal Commission on
Canada's Economic Prospects, January 30. 1956, pp. 11 and 12; and R. B. Bradley. President, Inter
national Harvester Company of Canada Limited. Agricultural Implement Industry, Presentation to the
Royal Commission on Canada's Economic Prospects. Toronto. January 30. 1956. p. 3.
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at $2.1 million. Over half of the value, however, was contained in a miscel
laneous item,witha total value of $19.4 million. As withother manufactures,
these exports have shown a substantial change in destination over the past
20 years, including a great increase in the importance of the United States
market and a decline in exports to the United Kingdom. In 1937 the United
Kingdom took 43% of the total, Australia 14% and New Zealand 7%. In that
year also Brazil accounted for 20% and Mexico for 4%. Exports to the
United States, however, were only 2% of total sales outside of Canada. In
1955 the United States took 30% of these exports. Other relatively important
markets in that year were Pakistan, Colombia, Mexico and Peru, each of
which took about 5% of the total. Venezuela took about 4% and Brazil
about 3%. Other than Pakistan, sterling area countries were generally less
important, with the United Kingdom taking about 3% of the total.

A substantial proportion of the items covered in this category is con
sidered in the Commission's study on the Canadian industrial machinery
industry. According to that study, exports of industrial machinery amounted
to $30.4 million in 1954, while exports of all non-agricultural machinery
covered here amounted to $36.7 million. The study notes that, as a high-cost
producer with a small home market, the Canadian manufacturer finds
difficulty in competing overseas with countries like the United States, the
United Kingdom and Western Germany. Nevertheless, exports of industrial
machineryin 1953 and 1954 amounted to about 13% of domestic production,
or about the same proportion as in 1935-39. These exports would appear to

• be all the more significant in view of the fact that in 1953 and 1954 domestic
production, including exports, accounted for only 38% of the total Canadian
market. As regards exports, it is noted that technical assistance which
Canadian firms supplied toward building a large pulp and paper mill in New
Zealand enabled Canadian firms to export machinery for use on that project
in 1954. Government aid under such schemes as the Colombo Plan has also
played a part in obtaining the postwar level of exports. It is reported that
firms in the industry have expressed a view that they cannot hope for an
increase in their share of world markets without such assistance. Tariffs and
exchange and trade restrictions are important barriers to exports and,
although it is believed that a well-designed and efficiently produced product
of a specialist nature can be sold overseas, export prospects are not regarded
as favourable. While the right to sell in overseas markets may be reserved
by parent companies or foreign licensers, it is doubted whether this situation
is seriously hampering exports at the present time, due to more fundamental
difficulties.®®^

Despite the difficulties of sellingabroad, it seemsreasonable to anticipate
that the future will see some further increase in Canada's exports of non-
agricultural machinery. Presumably it will be possible to continue sales of
certain items of household and office equipment. Most success, however.

SG5 Urwick, Currie Limited, 7he Canadian Industrial Machinery Industry.
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would seem likely in thosefields which Canadians knowbest,e.g., in pulp and
paper mill machinery and mining machinery. In this connection, interest
attaches to recent statements that the U.S.S.R. would buy fish processing and
packaging equipment and sawmill and logging equipment from Canada.366

Canada's domestic exports of automobiles, trucks and parts aggregated
$36 million in 1928 and $27 million in 1937. In 1943the shipment of military
vehicles raised the figure to $455 million. Postwar exports have fluctuated
widely, rising to a peak of $111 million in 1952 and falling to $27 million in
1954. In 1955 these exports aggregated $40 million, only slightly above the
value achieved in 1928 and below the value of $47 million in 1929. A marked
change in the postwar period has been the increase in the export of parts
from $2.9 million or 11% of the total in 1937 to $20.3 million or 51% of the
total in 1955.

Despite the well-known difficulty ofexporting to Commonwealth markets,
these have remained, of dominant importance in Canada's automobile
exports. In 1937 exports to Australia, New Zealand, the Union of South
Africa, India, the United Kingdom and Malaya accounted for 83% of
Canada's export of automobiles, trucks and parts. In 1955, these same
countries (including Pakistan) took 85% of total exports. Between the two
years, sales to Australia and the Union of South Africa increased in relative
importance to 38% and 29% of the total, respectively, while sales to each
of the other countries listed decreased not only in relative importance but
also in absolute value. In the course of the postwar period, exports to other
countries have been significant. Thus, 1952 sales to Venezuela aggregated
$6 million, those to Brazil amounted to $26 million, those to Belgium-
Luxembourg to $8 millionand those to Mexico to $12 million. In the early
postwar years, France, the Netherlands, Argentina and Indonesia also
provided important markets. None of these markets, however, has been of
much significance since 1953.

Data on the dechning relative importance of exports to the Canadian,
automotive industry are eontained in the study of that industry prepared for
the Commission.. In the latter 1930's automobile exports approximated one-
third of production, while exports of commercial vehicles slightly exceeded
40%. Exportsof automobiles in 1954 totalledonly2.5% of produetion, while
truck exports represented 5.3%. Although the decline in exports wasreversed
in 1955, the improvement was insufficient to increase the relative importance
of export shipments. If chassis shipped without bodies are included, 1955
exports of passenger cars amounted to 7% of total shipments and exports of
trucks and buses to 12%.367

The study anticipates a considerable increase in the production of the
Canadian automobile, industry but, because of what is stated to be the

"« The Financial Post, Toronto, September 8, 1956; and The Gazelle, Montreal, October 26, 1956,

The Sun Life Assurance Company of Canada, The Canadian Automolive Industry, Chap. 1.
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impossibility of evaluating future trends in either imports or exports of
motqr vehicles in any precise manner, it is assumed that production and
sales will be equal through the forecast period. Although exports showed
some improvement in 1955, it is stated to be doubtful whether the principal
remaining markets in Australia and South Africa will permit any significant
expansion in future years. In fact these markets may well decline both
absolutely and relatively as a result of measures taken in those countries to
enforce domestic manufacture of motor vehicles. It is felt possible that
increased economic aid to Southeast Asiaand Africa will stimulate an export
market of substantial proportions, particularly for trucks, but competition
for all international markets may be expected to be keen and Canadian
exporters are generally not well situated with respect to markets outside
the Commonwealth.®®^

Among the submissions to the Commission, the president of Chrysler
of Canada noted that his company had under development a programme
whichinvolved the shippingto Commonwealth countriesof a verysubstantial
number of Canadian built vehicles. In addition, it had finalized a plan to
supply specialized component engine parts from its new engine plant to be
shipped to the United States for assembly and use there.®®® Ford of Canada
also indicated its continuing interest in the export market.®'̂ ® Subsequent
press reports have indicated more about Chrysler's plans for the development
of export business from Canada. It has been stated that the company will
soon begin shipping Plymouths and Dodges (most with right hand drives) to
New Zealand, Hong Kong, Jamaica, British Guiana and Singapore. This
was stated to be Chrysler's first re-entry into the export market since the
war.®''! There have also been reports of increased exports by American
Motors (Canada) Limited and indications that the company is seeking to
take over the United States parent company's export operations, at least for
shipments to Commonwealth markets.®''®

It would seem, however, in view of the self-sufficiency programmes of
overseas countries and of the competition from smaller European automo
biles, that the prospects for the expansion of Canadian exportsofautomobiles,
trucks and parts are not bright. Indeed,maintenance of export at the 1955
level of $40 milUon is perhaps an optimistic expectation for the long run.

In the postwar period, Canada developed significant exports of ''"'other
vehicles, chiefly of iron". This group includes bicycles and parts; railway
cars, coaches and parts; non-farm tractors and parts; motor vehicles, n.o.p.

Ibid., Chap. 5.

E. C. Row, President and General Manager, Chrysler Corporation of Canada Limited, Submission to
the Royal Commission on Canada's Economic Prospects, at Toronto, January 31, 1956, p. 14.

J70 Pord Motor Company of Canada, Limited, Submission to the Royal Commission on Canada's Economic
Prospects, Toronto, January 31, 1956, pp. 29-32.

The Financial Post, Toronto, April 14, 1956.

The Financial Post, Toronto, July 21, 1956.
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and parts; and vehicles and parts, .n.o.p. Prior to 1949 the group also
included farm tractors, which amounted to between $8 and $10 million in
the years 1949 to 1952. For the group as a whole, exports were valued at
less than half a million dollars in 1928 and in each of the years 1937 to 1939.
Duringthe war theyrose to $71 million in 1942, and in 1946 they amounted
to $33.8 million, including $481,000 of tractors of all types. The amount fell
to $3.1 million in 1951, now excluding farm tractors, and in 1'955 stood at
$6.6 million.3'73 Of the $33.8 million of exports in 1946, $26.3 million con
sisted of railway cars and coaches and parts, and $6.1 million of vehicles
and parts, n.o.p. Belgium-Luxembourg took 59% of the exports of-railway
cars and coaches and parts, India 25% and the Union of South Africa 14%.
The United Kingdom accounted for 93% of the exports of vehicles and parts,
n.o.p. Of the $6.6 million of exports in 1955, 34% consisted of railway cars
and coaches and parts, 30% of tractors and parts, 22% of motor vehicles,
n.o.p., and parts and 15% of vehicles and parts, n.o.p. Thirty-four per cent
of the 1955 exports went to the United States, mostlyin the form of tractors
and to a less extent, motor vehicles, n.o.p., and parts. Thirty-two per cent
went to the Union of South Africa, almost entirely In the form of railway
cars, coaches and parts, and accounting for most of the exports of this item.
The Federal Republic of Germany took 12.5% of total exports, largely
vehicles and parts, n.o.p. and New Zealand took about 7%, almost all in
the form of motor vehicles, n.o.p., and parts. Exports to the United Kingdom
were negligible, as they had been in everypostwar year except 1946.

Referring to the contract carbuilders in the Canadian railway rolling
stock industry. National Steel Car has stated -that these three companies
could produce about twice the likely requirements of Canadian railways.
Yet the two big railways have in most years accountedfor over 90% of their
orders. "Unless sources of supply in low labour rate countries are out of the
market we have little chance of obtaining export work."^'^'' For this group
of vehicles as a whole, some future exports may be expected, but it is unhkely
that they will be able to maintain such values as the $34 million in 1946
and the $23 million in 1949.

Canada's exports of guns, rifles and otherflrearms were negligible before
the war. In 1946 they were valued at $4.1 million, going largely to China,
but by 1951 they had fallen to $15,000. In 1954 these exports totalled $39.5
million, but in 1955 the value dropped to $4.1 million, and in the first ten
months of 1956 they were down to $623,000. Almost all of these exports in
the period 1952 to 1955 went to the United States, although sales to Israel
accounted for $1.0 million in 1952 and for $748,000 in 1954 and $654,000

in 1955. The relatively small sales in the first ten months of 1956 went

Between the first eleven months of 1955 and the same period in 1956, these exports fell from $6.2 million
to $3.7 million.

874 National Steel Car Corporation. Limited, Rolling Stock Indnsiry — Contract Car Builders' Division,
a Submission to the Royal Commission on Canada's Economic Prospects.
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largely to Belgium. The future of these exports is exceedingly difficult to
anticipate. In a world of continued tension, they may be substantial but it is
probable that they will be subject to considerable year-to-year variation.

Exports of railway track material of iron, not including steel rails, were
not shown separately in the export statistics in the prewar period. In 1948
they were valued at $1.5 million, of which 51% went to the Union of South
Africa, 26% to China and 20% to India. In 1949 the figure was $420,000
almost entirely to India, and subsequently it declined to a few thousand
dollars. In 1955, however, exports jumped to $3.6 million, almostentirely to
Mexico, and presumably associated with the export of steel rails noted in
Section 25. If Canada continues to export steel rails, she will presumably
continue to export other railway track material. As with primary iron and
steel, continued exports are expected but they will presumably be subject to
considerable fluctuation.

The D.B.S. export group iron and its products contains a number of other
items: tubes, pipe and fittings; wire; chains; hardware and cutlery; stamped
and coated products; tools; cooking and heating apparatus; and numerous
other items. This group of items has long been of some significance in
Canada's export picture, but exports in recent years show only a very modest
increase above prewar values, an increase considerably less than the rise in
prices. In 1928 exports amounted to $7.0 million and in 1937 they were
valued at $9.4million (including railway track material of iron). The postwar
peak was $19.4 million, established in 1951. Since 1952, however, exports
have been lower. In 1955 they amounted to $10.9 million but, between the
first ten months of 1955 and the same period of 1956, they rose by $4.7
million. As with so many manufactured goods. Commonwealth markets
dominated the export picture in the prewar period. In 1937, 29% went to
the United Kingdom, 22% to the Union of South Africa, 14% to Australia
and 11% to New Zealand. In 1955 the four Commonwealth markets, which
in 1937 had accounted for 76% of exports, accounted for only 21% of total
sales. Only to New Zealand had the dollar value of sales been maintained.
Exports to the United States, however, aggregated 33% of the total in com
parison to 4% in 1937. In addition, a number of other markets developed.
Thus salesto Venezuela in 1955 werelarger than those to the United Kingdom
or Australia and almost as large as those to the Union of South Africa.

Canada should be able to continue to export these miscellaneous com
modities and, indeed, to increase her exports. Despite tariff advantages,
substantial recovery of Commonvi^ealth markets is not to be expected,
although an easing of restrictions might facilitate some increase in sales.
The United States will probably continue to be a major market for various
miscellaneous items and markets in underdeveloped countries should be of
significance, particularly before programmes envisaging the fabrication of
iron and steel products have reached fruition,
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In no year from 1926 to 1940 did Canada's export of ships and vessels
aggregate as much as $1 million. In 1942, however, they totalled $107 milUon
and in 1948 they amounted to $84 million. Of the 1948 exports, 72% went to
France, 10% to Brazil and 7% to China. Over 96 per cent of these exports
were in the item "ships sold to other countries". Subsequent exports of
ships and vessels have been substantially below the 1948 value, falling in
1955 to $6.3 million. Of this amount, 37% went to Liberia, 32% to the
United States, 12% each to .Sweden and Costa Rica and 5% to Panama.
Of the total, 66% consisted of ships sold to other countries and included all
the sales to Liberia, S\veden, Costa Rica and Panama. The United States
accounted for most of the exports of boats, canoes and parts (22% of the
group total) and gasoline launches and pleasure yachts (10%). Material for
the equipment and repair of ships made up the remaining 2% of the group.

For the future, Canada cannot be expected to compete favourably with
the United Kingdom, Germany, Japan and other lower cost shipbuilders,
although, in periods of intense activity in shipbuilding and under special
situations, foreign orders maybe given to Canadian shipyards. On the other
hand, it seems reasonable to expect that Canada will be able to export in
creasing numbers of pleasure craft and smaller boats constructed for special
purposes. Activity on Canada's coastal and inland waters should mean that
Canadian boatbuilders develop particular skills in the construction of such
craft and it may be that their increasing exportwill hft the category of ships
and vesselsabove the $6.3 million to which exports had fallen in 1955.

The only year from 1926 to 1939 when Canada's domestic exports of
aircraft and parts were significant was in 1938 when total shipments were
valued at $2.8 million, of which 68% went to Turkey and 21% to Hong Kong.
Duringthe war these exports rose to a $107 million in 1944 and $108 milUon
in 1945. They fell to $4.4 million in 1950 but were up again to over $40
million in 1953. In 1955 these exports were valued at $19.9 million, but in
the first ten months of 1956 they reached a value of $44.6 million. While
different markets have from time to time been of importance, sinee 1950 the
United States has taken the bulk of these exports. In the first ten months
of 1956, 55% of total exports went to the United States, 31% to the Union
of South Africa and 6% to Colombia. Aircraft, as opposed to parts,
accounted for 55% of the total. That exports will continue high is indicated
by the announcement that Canadair Limited had received an order for
Sabre jet aircraft worth more than $75 million from the Federal Republic
of Germany.®'̂ ®

Briefs presented to the Commission by Canadair Limited and A. V. Roe
Canada Limited stated that future developments would be, to a very large
extent, dependent on military requirements.®^® Both indicated that Canada

The Gazelle, Montreal, December20, 1956;and The Financial Post, Toronto, December22, 1956.
J. Geoffrey Notman, President and General Manager, CanadairLimited, Statement on Canadas Aircraft
Industry to Royal Commission on Canada's Economic Pros-pecls, January 20, 1956, P- 26; and Crawford
Gordon,Jr., President and General Manager, A. V. Roe Canada Limited, TheNext 25 Yearstn Canadian
Aviation, a Brief on the probable developments of the aviation industiy in Canada arm tneir effect on
the Canadian economy, prepared for the Royal Commission on Canada's Economic Prospects, p. 11.
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could maintain an efficient aviation industry. The Avro Brief stated that
Canadian costs were generally lower than those in the United States, despite
lower Canadian production runs, but were slightly higher than in Britain
due to Britain's much lower labour rates.377 in the Canadair Brief the belief

was expressed that, as the Canadian aircraft industry developed, it not only
would be capable of taking care of Canada's requirements both military and
civil, but through export could also contribute to the military and civil
requirements of the free world.378 The Avro Brief recognized that exports
to other countries were largely affected by national policies and resulting
trade regulations, but stated that the country able to develop and produce
designs technically and economically superior to others would, as in the
past, overcome these barriers. Examples cited were the de Havilland light
transports, the Otter and the Beaver, both designed and produced in Canada.
These were sold in 40 other countries simply because they were the best
in their field.

The future of Canada's exports of aircraft and parts is dependent not only
upon the technical success achieved by the Canadian industry but also upon
future international political developments. Canadian manufacturers should
be able to continue to export civil aircraft, particularly of designs developed
to fit Canadian conditions but which may find uses in other countries. It is
also possible that Canadian manufacturers may co-operate with those in
other countries in the development of large commercial aircraft.^so in
considerable measure, however, future Canadian exports would appear to be
tied to the military needs of importing countries. Co-operation with the
United States defence effort and sales of military aircraft to other countries
are hkely to provide the largest part of the market. In these circumstances,
prediction of the value of sales of aircraft and parts is exceedingly difficult.
Nevertheless, in the sort of world which is likely to exist, it would appear
that Canada's exports could be substantial, although, as with many other
commodities considered in this section, they may well be subject to con
siderable year-to-year variation.

Canada's exports of cartridgesfor guns, rifles and other firearms grew from
$154,000 in 1937 to $801,000 in 1939. In these years most of these sales went
to the United Kingdom. In 1949 exports amounted to $13.7 million, almost
entirely to Pakistan, China and the Netherlands. They fell to $2.4 million in
1951, but rose to $19.9 million in 1953. In 1955, however, they were down to
$3.6 million and, in the first ten months of 1956, to $212,000. In 1953, 1954
and 1955, these exports have gone very largely to the United States, although

Crawford Gordon, Jr., op. cit., p. 21.

J. Geoffrey Notman, op. cil., pp. 26 and 20.

Crawford Gordon, Jr., op. cil., p. 27.

See, for example, the suggested c9-operation between Canadair, Bristol, and Convair in the production
of a large turbo-prop passenger airplane. The status of this project, however, appears to be uncertain.
(See The Gazelle, Montreal, November 10, 1955; and The Financial Post, Toronto, November 12, 1955,
and March 3, 1956.)
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in 1953 purchases byPakistan amounted to $4.6 million and those byIndia to
$715,000. To some extent, theseexports may be expected to move with those
of guns, rifles and other flrearms.

Summarizing the expectations for the sundry manufactures considered in
this section, it is projected that exports will approximately double, from
$353 million in 1955 to $700 milhon in 1980. This, however, is an increase,
of only 42% above the level achieved in 1952, and is below the "potential
level" of $719 million arrived at by adding the highest postwar value achieved
in each category. On the other hand, the increase projected for the period
1955 to 1980 would appear to be greater than the volume increase between
1928 or 1937and 1955. It is further suggested that the United States will con
tinue to be the most important market for these exports, but that it may lose
someground relatively to overseas markets other than the United Kingdom.

The figure of $700 million for 1980 has been arrived at by the summation
of possible export values for each of the 15 items considered in this section.
In many cases, however, very little confidence is felt in the particular values
ascribed to the different items. These are subject to many uncertainties and
will undoubtedly exhibit substantial year-to-year fluctuation. For the group
as a whole, however, as long as Canada can maintain her position at or near
the forefront of industrial development and, particularly, as long as she can
remain close behind the United States, an increase in exports of manufactured
goods would appear to be in prospect. To some extent, the fact that many
Canadian manufacturing firms are subsidiaries of United States producers
mayinhibit their entryinto exportmarkets. On the other hand, thereis some
tendency for large United States companies to concentrate in Canada the
production of certain items whichare relatively more popular in this country
than in the United States. With scale rising in the Ifnited States and
flexibility declining, remaining United States demand for such items may
be supplied from Canada in eases where entry into that market is relatively
free. Where overseas purchasers prefer the Canadian-type product, their
demands may be filled from Canada rather than from the United States.

Underdeveloped eountries should be signifleant purchasers of Canada's
manufacturedexports, and a high level of activity in the United Statesshould
mean that that country constitutes an important, although variable, market
for Canadian manufactured output. In these circumstances about a doubling
of the 1955 level would appear to be reasonable. A higher rate of increase,
for example, one parallel to the expected growth of secondary manufacturing
in Canada, would not appear to be likely. Competition from the mo^e
developed industrial areas such as the United States, the United Kingdom,
Germanyand Japan, together with the restriction which willalmost certainly
inhibit trade in manufactures in the future, would seem to make such rapid
rates of growth in exports quite out of the question.
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30. Other Commercial Exports

The remaining items ofa commercial character, included among Canada's
domestic merchandise exports, are as listed in the following table.

Canada's Domestic "Other Commercial" Exports
(thousands of Canadian dollars)

1954 1955

Toys and sporting goods 582 959
Brushes 370 296
Packages of all kinds, n.o.p 2,186 3,612
Pens, pencils and parts 1,381 1,106
Refrigerators and parts 288 529
Other household and personal equipment 620 613
Musical instruments 604 622
Filuis 3,750 3^698
Other scientific and educational equipment 1,328 1,809
Electrical energy 7,422 10,616
Contractors' outfits — 1,771
Other 1,445 137

Total 19,976 27,428

Much the most important item among these exports is electrical energy,
exports of which were valued at $7.4 million in 1954, $10.6 million in 1955
and $13.4 milhon in the first 11 months of 1956. A small amount of these
exports go to Alaska and the balance to the United States. Next in import
ance arefilms at about $3.7 million in 1954 andin 1955, followed byunidenti
fied packages, valued at $2.2 million in 1954 and $3.6 milhon in 1955. The
remaining items consists largely of miscellaneous manufactured goods.

In the late 1920's, Canada's exports of electrical energy amounted to
about 1.5 bilhon k.w.h. per year with values between $4 and $5 million.
By 1937-39 the volume of exports had risen to an average of 1.85 billion
k.w.h. a year with an average value of $4.2 million. The volume and the
price of exports fluctuated in the postwar period, but both volume and total
value rose to peaks of 4.0 billion k.w.h. and $10.6 million in 1955. In the
first ten months of 1956, the average value rose, so that exports of 3.8 billion
k.w.h. were valued at $11.5 million.

In the Commission's energy study it is noted that a declining proportion
of Canada's production of electricity has been exported. For the future it is
projected that netexports in 1980 will be 10 billion k.w.h., although a change
in national policymight considerably increasethis figure.®®^

If 10 billion k.w.h. is taken as the forecast for minimum net exports of
electricity in 1980, there remain the questions of thevolume of gross exports
and of theexport price. In 1955, netexports were 3.9 billion k.w.h. and gross

John Davis. Canadian Energy Prospecls, Chap. 4, sixth section.
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exports 4.0 billion k.w.h. For the future, both imports and gross exports
will presumably increase but not necessarily at the same rates. The average
value of gross exports has fluctuated widely over recent years, dropping from
$3.50 per thousand k.w.h. in 1953 to $2.64 in 1955, and rising to $3.01 in the
first ten months of 1956. If a value of $3 per thousand k.w.h. were taken,
10 billion k.w.h. would have a total value of $30 million. To allow for gross
exports in excess of thenetamount andfor the anticipated increase in price,
it is here suggested that the 1980 export value will be in the neighbourhood
of $50 million.®®^

The projection oftheremaining items considered in this section is exceed
ingly difiicult. In 1955 these exports were valued at $17 million and, although
little basis for projection exists, -it is perhaps reasonable to suggest that they
might about double in value between 1955 and 1980. Accordingly, a figure
of $75 million is employed for the group as a whole, although this involves
some rounding downand could readily provetoo small underpolicies on the
export of electricity other than those assumed.

31, Non-commercial Items

Two items of a non-commercial character remain in Canada's domestic
merchandise exports. These are settlers' effects, valued at $17.3 million in
1954 and $21.9 million in 1955, and donations and gifts, valued at $3.8
million in 1954 and $1.5 million in 1955. The total value was thus $21 milfion
in 1954 and $23 million in 1955. While the items contribute to the total of
merchandise exports as published in Trade of Canada, they do not result in
the earning of foreign exchange for Canada. Thus, as indicated in Chapter 1
of Part A, they are deducted from the total of merchandise exports in adjust
ing the trade figures to prepare the balance of payments and the national
accounts.®®® In the last analysis, the purpose of the present exercise is to
reach a figure which is appropriate for balance of payments and national
accounts purposes. The particular amount chosen for non-commercial
items in 1980is of little relevance, since whatever figure is added here will be
subtracted in the balance of paymentsadjustment. For the sake of complete
ness only, therefore, non-commercial items are projected as rising from
$23 million in 1955-to $75 million in 1980.

32. New Gold Production Available for Export

Movements of gold in primary or semi-fabricated state are excluded
from the statistics of Canada's merchandise exports. Since the beginning of

>82 Grossexports associated with a net movementof 10 billionk.w.h. might imply even larger grossexports
than are incorporatedin this calculation. For at least part of the movement,however, it seemspreferable
to deal with net exports because of the nature of the interchange.

In 1954 only $2.7 million of the $3.8 million of the private donations was deducted in the balance of
payments adjustment. In 1955, however, the whole amount was deducted and it is not felt that this
refinement is significant for present purposes.

The monthly Tradeof Canadaleaflet "Domestic Exports" shows "donations and^ gifts" and "non
commercial articles". For someperiods, the latter item exceeds "settlers'effects * It is settlers effects ,
however, which is deducted in the balance of payments adjustment. ''
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1952, the standard of exclusion has been that suggested by theInternational
Monetary Fund and the United Nations Statistical Office —all gold and
gold products in which the value of gold is 80% or more of the total value.
The only exception to this is "jewellers' sweepings", where the gold content
cannot readily be separated from the other metals.^si On the other hand,
gold is produced in Canada primarily as an export commodity. Whether
or not the gold produced is physically exported or placed under earmarkin
Canada for foreign holders, that part of it which does not enter into domestic
fabrication or hoards is available for international payments or to increase
Canada's international- exchange reserves. This available local production,
while it need not be physically exported, has the economic effects of an
export. As noted in Chapter 1 of Part A, it is sometimes desirable to include
this gold in arriving at the total value of the exportof goods.

The D.B.S. publishes data on new gold production available for export,
formerly called "net exports of non-monetary gold". Basically, the series is
the equivalent of gold production in Canada, exclusive of gold held by
producers before the refining stage and gold consumed by industry or the
arts in Canada. In addition to the amount soldby the Mint to the Exchange
Fund, it includes a small amount exported in the form of concentrates for
refining in the United States. Since November 1, 1951, it has also included
sales abroad of commercial gold by producers and, accordingly, has also
excluded increases in stocks at the Mint in safekeeping for the mines. It was
stated in-Vol. I of the 1954 issue of Trade of Canada that, in practice, most
goldproduced in Canada became available for export or for usein Canada's
official reserves, as normally only a minor part was consumed by Canadian
industry (some 3% in the postwar years). In March 1956, the possibility
of gold disappearing into, private holdings was created, when the Minister
of Finance in his budget speech announced that Canadians and foreigners
could henceforth buy and sell gold freely in Canada and export it without
government permit. Limiting the effect of this, Canadian mines which
elected to sell on this free market would no longer be eligible for assistance
under the Emergency Gold Mining Assistance Act. Such sales are included
in the figures for new goldproduction available for export.

Canada's new gold production available for export is valued on the basis
of the Canadian dollar equivalent of the United States pricefor gold. Since
January 31, 1934, this price has been US$ 35 per fine troy ounce. The
Canadian price departs from $35 per ounce as the exchange rate between the
Canadian and United States dollars departs from parity. Thus, it rose above
$35 during the war and from 1949 to 1951, since when it has been below $35.
At the old price of US$ 20.67 per ounce, new gold production available
for export rose from $30 milHon in 1926 to $82 million in 1933. Under "the
stimulus of the increase in priceand later of the encouragement given to gold
mining as a source of badly needed United States dollars in the early years

See Section 20.
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of thewar, the figure rose from $114 million in 1934 to $204 million in 1941.
At the end of the war, however, the value of gold production available for
export was down to $96 milhon in each ofthe years 1945 and 1946. In both
1954 and 1955 it was $155 million and in the first nine months of 1956 it was
almost identical with the same period in 1955. The rise to the postwar high
in volume in 1954 was accomplished despite the general increase in costs
relative to the selling price. Since 1948, however, the Canadian industry
has benefited from assistance payments, under the Emergency Gold Mining
Assistance Act, varying between $9.0 million in 1950 and $15.6 million in
1954.385

Gold production in Canada first exceeded one milhon fine ounces in
1922. In 1930 it rose above two million ounces, in 1932 above three million
ounces and in 1937 above four million ounces. It reached its peak of
5,345,000 ounces in 1941 and then declined to 2.7 million ounces in 1945.
Subsequently, it rose to 4,542,000 ounces in 1955 and dropped back to
4,379,000 ounces in 1956. Gold is produced in Canada in lode mines and
from placer deposits which, as they produce mainly gold, may be referred
to as straight gold mines. In 1955, 87% of Canada's gold production came
from these straight gold mines, while the remaining 13% was a by-product
from base metal mines, particularly thoseproducing copper.386

According to the Annual Report of the American Bureau of Metal
Statistics, the Union of South Africa produced 36% of the world total in
1953, the U.S.S.R. an estimated 27%, and Canada 12%. Next in importance
was the United States with 6%. Data published by the International
Monetary Fund indicate that world production, outside the U.S.S.R.,
China, Bulgaria, Czechoslovakia, Hungary, Rumania and North Korea,
increased by an estimated 21% between 1948 and 1955. Of the 1955 total
accounted for by these countries, 54% came from the Union of SouthAfrica,

•17% from Canada and 7% from United States. Since 1948, production in
the Union of South Africa and Canada increased significantly wliile that in
the United States declined slightly.®87

The recent study by the United States Bureau of Mines noted that nor
mally 90% to 95% of the gold production of the world was usedfor monetary
purposes by governments and central banks. The remaining 5% to 10%
was consumed by the arts, science and industry. During the past several
years, however, an abnormally large quantity had found its way into private

D.B.S., The Gold Mining Industry, 1954, p. 13.

During the House of Commons consideration of the extension of the Act for the years 1957 and
1958, the Minister of Mines and Technical Surveys stated that the total cost for 1954 was expected to
be about $16.3 million, but that for 1955 it was expectedto be in the neighbourhood of S9.3millK^. For
1956 the anticipated figure was $8.9 million, and for 1957 S8.6 million. (House of Commons Debates,
Official Report, Monday, June 11, 1956, pp. 4911 and 4912.)

586 D.B.S., The Gold Mining Industry, 1954\ Gold Production, October, 1956; and Preliminary Estimate
of Canada's Mineral Production, 1956,

58' D.B.S., The Gold Mining Industry, 1954\ and International Monetary Fund, IniernationM Financial
Statistics, July 1956,
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hoards and it was felt probable that such hoarding would continue for some
years to come. Net consumption of gold in the arts and industry, in the
United States had considerably exceeded the output of domestic mines in
recent years.^88

Data on world (minable) gold reserves were said to be incomplete and of
limited meaning because of uncertainties in the price-cost relationships of
the future. Nevertheless, a total recoverable reserve of one billion ounces
did not seem to be out of reason, provided there was enough incentive to
mine it. Half of this reserve was in the Union of South Africa. The short-

term outlook was for somewhat greater world production, as growing output
from the new gold districts in the Orange Free State and the Transvaal was
added to the yield of older fields. The long-term outlook depended on greater
returns to the gold mining industry to offset rising costs. In the United
States, straight gold mining operations appeared headed for progressively
more difficult times unless relief in some form could be brought about.
The output of by-product gold would vary with the fortunes of the metals
with which it was associated and would be only mildly affected by the factors
that determined the output of straight gold mines.^^g

In June 1956, the Minister of Mines and Technical Surveys noted in the
House of Commons that it had been estimated by officers of his department
that, if payments under the Emergency Gold Mining Assistance Act were
discontinued at the end of 1956, 18 or 20 mines with an annual production
of about 700,000 ounces of gold would quite likely close after a two- or
three-year salvage period. At the same time, the Minister noted that the
anticipated decrease of payments under the Act was due to the fact that
several mines were currently mining better grade ores and therefore would
receive less help. There had been a marked improvement in efficiency in the
last few years and he predicted that the trend toward lower payments under
the Act would continue.®®"

In the Commission's mineral study it is stated that, if the present fixed
price and a continuance of the present scale of cost-aid is assumed, together
with a gradual increase in costs, it is Hkely that by 1980 the production of
gold by straight gold mines will be about two-thirds of that at the present time.
On the other hand, the amount of by-product gold will probably increase
considerably. Most copper mines are large-scale, long-lived operations and
their production of gold is little influenced by the price of gold. Thus, a
continuation of present governmental policy would suggest that the outlook
is for a 20% to 25% decline in Canada's total output of gold over the next
25 years.

888 U.S. Department of the Interior, Bureau of Mines, op. cit., pp. 316 and 320.

"9 Ibid., pp. 320 and 325.

559 jJonse of Coinnioii? Debates, Official Report, Monday, June 11, 1956, pp. 4911 fipd 4912.
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If it is assumed that new gold production available for export will vary
with total gold production in Canada, a decline in production of 20% to
25% would mean that the value of the former at present prices would fall
froin $155 million in 1954 and 1955 to $116 million to $124 million in 1980.

It would appear to be necessary to assume that the United States Treasury
will not change its price of gold nor its purchase policy, as long as periods of
relative prosperity continue. Further, experience of the last few years would
seem to prove that demand in a free market cannot create premiums much
above the United States Treasury price, if significant amounts of new
production are allowed to flow into the free market. It therefore seems desir
able to assume that the present United States dollar price will rule over the
next 25 years. Assuming that the exchange rate between the Canadian and
United States dollars will be at about parity and that government assistance
to Canadian gold mines will continue at about present rates, it is projected
that the value of new gold production available for export will amount to
about $125 million in 1980 — recognizing, however, that a higher price, if it
should come, would mean larger volumes as well as liigher average value.

33. Re-exports

The final element in Canada's exports of goods consists of re-exports
or exports of foreign produce — imports entered for consumption which are
later exported from Canada in the same condition as when imported. It was
noted in Chapter 1 of Part A that, in some circumstances, as when total
exports are compared with total imports, it is desirable to add re-exports to
domestic exports in order to arrive at a figure for total merchandise exports
or total exports of goods.

In 1928re-exports amounted to $24.4 million or 1.8% of domestic exports;
in 1937 they were $14.8 million or 1.5%. In 1954 and 1955 they were
$65.6 million and $69.5 million or 1.7% and 1.6%, respectively, of domestic
exports. Since the end of the First World War, the bulk of Canadian re
exports have gone to the United States. In 1955 the United States accounted
for 76%, the United Kingdom for 7%, other Commonwealth countries for
2%, and the rest of the world for 15%. The nature of 1955 re-exports is
indicated by the following table.

Exports of Foreign Produce from Canada, 1955
(thousands of Canadian dollars)

Agricultural food products 2,892
Agricultural non-food products 864
Sausage casings 1,693
Other animals and animal products 1,983
Fibres, textiles and products 2,764
Wood, wood products and paper 989
Internal combustion engines and parts 3,202
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Exports of Foreign Produce from Canada, 1955 — (Continued)
(thousands of Canadian dollars)

Mining machinery and parts 2,129
Machinery and parts, n.o.p 4,314
Automobile parts 4,352
Tractors, n.o.p., and parts 1,525
Motor vehicles, n.o.p., and parts 2,098
Vehicles and parts, n.o.p 1,649
Other iron and its products 9,991
Non-ferrous metals and products (a) 5,886
Industrial diamonds and dust or bort 4,628
Other non-metalhc minerals 5,041
Chemicals and allied products 2,075
Packages of all kinds, n.o.p 1,600
Ships sold to other countries 3,470
Aircraft parts -. 1,793
All other 4,561

Total , 69,499
a) Includes electrical apparatus.

Of the 1955 total, 27% consisted of transportation equipment, including all
engines; 19% of agricultural and other machinery; and 5% of electrical
apparatus.

Published data do not provide the basis for an analysis of the significance
of Canada's re-exports. The nature of the commodities, however, suggests
that they may include the removal of machinery and equipment which came
into Canada to perform a specific task or to work during a particular season
of the year. As such goods would have cleared Canadian customs on entry,
they would show up as re-exports when they left the country. In addition,
it is understood that a significant portion of total re-exports consists of
returned imports — goods which entered the country through customs but
which, for one reason or another, were returned to the sender. Some
re-exports, however, are more closely related to normal export trade. Some
Canadian firms, supplying goods to .overseas customers, include in these
supplies foreign goods which they import into Canada for the purpose.
Similarly, imported ships may be exported after their period of service in
Canada has ended. Re-exports of such items as industrial diamonds and
furs are related to the existence of a market for these commodities in Canada.

In general, however, trade of an entrepot character accounts for a relatively
small amount of Canadian re-exports, although more existed before New
foundland became part of Canada and, to a less extent, when fewer restric
tions attached to trade with the West Indies. Finally, it may be noted that
a part of the re-export trade is of a non-recurring or highly variable nature,
as, for example, the sale of war assets which had previously been imported
and the s^ of used ships.
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In the absence of much basis on which to forecast Canada's re-exports,
a purely mechanical projection is suggested. The volume of re-exports
appears to be governed, in considerable part, by the same forces that cause
exports of Canadian produce to go out of the country and cause goods to
be imported into Canada, with the latter probably more important. The
projections set forth in Sections 1 to 31 of this chapter imply an aggregate
increase of 142% in the value of Canada's domestic merchandise exports,
excluding gold, for the period 1955 to 1980. In the Commission's study of
imports, it is suggested that, over the same period, merchandise imports
will increase by about 133%.®9i If these percentage increases are applied to
re-exports, their value would be increased from $69.5 million in 1955 to
$168 million or $162 million. Accordingly, a 1980 projection for re-exports
of $175 million is offered.

34. Total Exports of Goods

The significance of the export projections offered in the preceding sections
is examined in Chapter 4 of Part A of this study. Here it may be noted
that the projections add up to the total shown in the following table..

The projections for domestic merchandise exports, excluding gold, add
up to a 1980 value of almost $10.4 billion or 142% above the 19i55 value.
Taking into account the projections for new gold production available for
export and for re-exports, the total is increased to nearly $10.7 billion or
137% above the 1955 value. In Chapter 4 of Part A a balance of payments

Exports of Goods; 1954,1955 and Projection for 1980
(millions of Canadian dollars)

1954 1955 1980

Total domestic exports (excl. gold)... 3,881 4,282 10,375
New gold production available for

export 155 155 125

Re-exports " 66 69 175

Total exports of goods (incl. gold) 4,102 4,506 10,675

adjustment is made by subtracting the $75 million projected for non-com
mercial items, and likely developments in the other current receipts in the
balance of payments are examined briefly. For reasons developed in that
chapter, it is suggested that a further upward adjustment, falling largely on
merchandise exports, appears necessary to arrive at the final forecast for
Canada's exports in 1980.

David W. Slater,Imports.
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ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

Appendix B

CANADA'S BALANCE OF, INTERNATIONAL PAYMENTS, 1955

(millions of Canadian dollars)

With all countries With the U.S.

Credits Debits Credits Debits

(receipts) (paym'ts) (receipts) (paym'ts)

Current Account •

Merchandise trade (adjusted) 4,332 4,540 2,598 .3,280
Mutual Aid to NATO countries 222 222

Gold production available for export.. 155 • 155

Travel expenditures 328 449 303 363

Interest and dividends 160 . 477 82 393

Freight and shipping 385 408 199. 287

Inheritances and migrants' funds 86 101 45 78

Official contributions 24

All other current 393 • 532 314 336

Total current account 6,061 6,753 3,696 4,737

Current account balance (deficit) 692 1,041

Capital Account -•

-

Direct investment .". 410 67 306 54

Canadian securities:

trade in outstanding issues (net) 17 62

new issues and retirements 1.66 184 127 169

Foreign securities: -

trade in outstanding issues (net) 16 27

new issues and retirements = 17 48 2 8

Repayment of postwar Cov't of •

Canada loans : 39

Repajunent of Cov't of Canada war •

loans :30

Changes in Cdn. dollar holdings of
foreigners (net) 89 66

Changes in official Canadian holdings
•of gold and foreign exchange (net
decrease) 44 42

Other capital movements (net) 197 • 128

Net capital movement (inflow) 692 405

Balance settled by exchange transfers
from overseas 636

Total financing of current account
balance 692

\
1,041

Source; D.B.S., The Canadian Balance of International Payments, 1955, and International Investment
Position, pp. 34-35. Data are subject to revision.
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Appendix-C

COMMODITY DISTRIBUTION OF CANADA'S EXPORTS

The following table is based in the main on data published by the
D.B.S. in Trade 'of Canada. Changes in classification from that presented
by the Bureau are explained in footnotes. For the period August 1936
to the end of 1939 and for 1946, data for wheat are based upon figures issued
by the Board of Grain Commissioners as explained in Appendix D. Totals
have been adjusted to reflect the use of these data. Figures for new gold
production available for export were obtained from Trade of Canada for the
period from 1936. For earlier years, they are available in milhons of dollars
in the Bureau's The Canadian Balance of International Payments, 1926 to
1948, but, in calculating the final totals in the table, figures to one place of
decimals supplied by the Bank of Canada were employed.

COMMODITY DISTRIBUTION OF CANADA'S EXPORTS
(millions of Canadian dollars)

Other Live

Wheat Barley, agric. and animals Fish and Other Fibres Planks

and flour oats vegetable and flshery animal (excl. and

(o) and rye products (6i meats (c) products products synthetics) boards

1926 435 38 66 50 36 82 1 62

1927 400 39 53 47 34 84 3 57

1928 498 48 47 38 36 90 3 48

1929 302 19 48 32 36 73 2 49

1930 223 3 43 12 31

00

1 37

1931 138 15 31 8 25 37 1 20

1932 146 14 27 9 18 28 0 13

1933 142 4 36 15 20 32 2 17

1934 150 12 37 26 22 33 1 26

1935 156 10 40 32 24 40 1 26

1936 237 20 44 48 25 51 2 37

1937

CO

12 47 60 28 55 2 45

1938 TOl 12 48 45 27 45 1 36

1939 101 T4 58 53 29 49 1, 49

1946 415 41 102 152 87 120 4 125

1947 462 46 115 123 82 126 2 208

1948 368 72 141 221 85 129 3 196

1949 533 61 120 137 94 ' 108 2 160

1950 420 51 111 159 113 94 3 291

1951 555 125 129 138 117 93 3 312

1952 737 231 142 54 113 70 2 296

1953 670 227 125 69 111 71 2 282

1954 463 131 136 72 130 68 2 325

1955 413 99 167 57 125 82 1 385
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Commodity Distribution of Canada's Exports (Cont'd)

Newsprint Wood

pulp
Other

forest

products

Asbestos

and

products

Petroleum

and

products

Other

non-

metallic

minerals

and

products

Aluminum

and

products

Copper
and

products

1926 114 52 58 11 2 14 7 15

1927 123 47 54 11 2 15 11 15

1928 141 46 55 11 - 2 13 9 24

1929 - 149 44 51 13 3 14 15 37

1930 133 39 41 9 2 12 10 31

1931 107 30 28 5 2 8 ' 4 17

1932 83 19 3 1 5 4 16

1933 69 23 21 5 2 • 6 6 17

1934 83 25 27 , 5 1 9 8 23

1935 88 28 34 7 1 10 11 30

1936 104 31 . 38 10 1 12 11 37

1937 126 42 49 15 1 15 19 56

1938 105 28 43 13 1 11 24 53

1939 116 31 47 16 1 13 26 ' 53

1946 266 114 120 24 5 28 56 37 .

1947 342 178 158 33 7 35 64 59

1948 383 212 163 42 9 44 102 • 79

1949 434 171 110 37 3 34 94 87

1950 486 209 128 63 0 40 107 88

1951 536 365 185 82 2 48 125 87

1952 592 292 187 88 9 47 162 119

1953 619 249 146 85 7 56 178 125

1954 636 271 147 84 9 53 185 135

1955 666 297 172 98 40 69 213 175
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APPENDIX C

Commodity Distribution of Canada'sExports {Cont'd)

Lead

and

products
Nickel

Precious

metals

(excl.

aold)

Zinc

and

products

Other

non-

ferrous

metals

and

products

id)

Iron ore

Primary
iron and

steel

w

Fertilizers

1926 14 • 12 14 9 2 0 7 5

1927 13 15 12 8 3 0 6 5

1928 11 22 13 8 4 0 5 5,

1929 11 26 12 9 5 0 8 7
1930 8 21 12 6 3 0 5 6

1931 5 14 7 6 2 0 2 2

1932 3 7 6 4 2 ^0 1 3

1933 5 23 7 5 2 0 4 3

1934 6 29 11 8 3 0 4 4 •

1935 7 36 18 8 3 0 6 4

1936 10 45 15 9 4 0 9 6

1937 18 59 19 15 5 0 10 7

1938 9 52 23 io 4 0 10 T

1939 10 58 16 10 6 0 HO 9

1946 ' 17 55 21 28 13 4 23 32

1947 31 60 23 30 17 6 39 34

1948 35 74 25 42 22 5 53 36

1949 42 92 28 56 15 14 43 39

1950 38 105 34 59 16 • 13 51 39.

1951 45 137 49 84 25 19 65 36

1952 50 151 47 97 46 22 85 42

1953 ' 38 163 44 58 39 31 85 43

1954 41 182 48 58 37 40 43 42

1955 37 215 47 71 48 100 92 56
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Commodity Distribution of Canada's Exports (Cont'd)

-

Other

chemicals

. (/)

Alcoholic

beverages
Rubber

products

Textiles

and

products

Cfi)

Electrical

apparatus

(«

Engines

and

boilers

Farm

machinery

and

implements

• (0

1926 12 25 26 6 1

\

0 17

1927 12 27 28 8 1 0 16

1928 13 28 30 7 2 0 14

1929 14 30 32 8 2 0 20

1930 11 23 25 7 1 0 10

1931 9 12 13 5 1 0 3

1932 8 12 7 4 1 0 2

1933 10 9 8 5 1 0 1

1934 11 20 12 7 1 0 3

1935 12 13 12 8 2 0 6

1936 12 23 14 10 2 0 6

1937 15 21 18 13 •3 0 10

1938 12 11 15 - 12 3 0 8

1939 15 . 8 16 13 2 0 7

1946 43 36 14 •50 20 29 29

1947 57 28 25 47 17 20 42

1948 52 29 24 43 14 12 74 •

1949V 44 35 12 23 12 31 93

1950 62 44 12 26 11 15 88

1951 96 56 28 34 18 -- 10 106

1952 82 57 17 25 34 10 105

1953 95 66 8- 22 38 13 74

1954 119 63 11 19 23 24 77

1955 154 65 9 21 21 30 76
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APPENDIX C

Commodity Distribution of Canada's Exports (Cont'd)

Auto Guns, Railway
mobiles, other rifles track Other Ships Aircraft

Non-farm trucks vehicles, and material mfrs. of and and

machinery and chiefly other of iron iron and vessels . parts

parts of iron (j') firearms and steel steel (A)

1926 4 38 0 0 9 0 0

1927, 6 32 0 0 8 1 0

1928 8 36 0 0 7 0 0

1929 7 47 0 0 8 1 0

1930 6 20 0 0 6 1 .0

1931 4 7 0 0 4 1 0

1932 4 7 0 0 3 0 0

1933 3 10 0 0 4 0 0

1934 5 20 0 0 6 0 0

1935 6 26 0 0 7 0 0

1936 7 23 0 0 8 0 0

1937 11 27 0 0 9 1 0

1938 10 25 0 0 8 0 3

1939 11 26 0 0 10 0 0

1946 16 78 34 4 ,0 13 19 10

1947 41 92 15 0 0 21 26 6

1948 41 55 21,. 2 ' 2 20 84 11

1949 32 39 23 2 0 16 42 25

1950 26 - 40 5 ' 0 0 13 23 4

1951 40 79 3 0 0 19 9 8

1952 47 111 4 6 0 16 12 38

1953 37 75 6 24 0 12 20 40

1954 37 •27 4 40 0 10 9 28 •

1955 36 40 7 4 4 11 6 20
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Commodity Distribution of Canada's Exports (Concl'd)

Cartridges

Other

commercial

exports

Non

commercial

items (0

New gold

production
available

for export
Re-exports

/

Total exports
of goods

1926 0 9 7 30 15 ,1.307
1927 0 10 6 32 20 •1,263
1928 0 11 6 40 24 1,404
1929 0 13 6 37 ' 26 1,215
1930 0 12 6 39 19 , /922

1931 0 10 4 57 12 657

1932 0 7 3 70 8 568"
1933 0 7 3 82 6 617

1934 0 8 3 114 ' 7 770

1935 0 9 3 119 13 857

1936 0 12 3 132 13 1,072
1937 0 13 3 145 15 1,190
1938 0 14 3 161 11 1,003
1939 1 12 2 184 11 1,095

1946 1 27 39 96 27 2,473
1947 2 33 22 99 37 2,911
1948 3 25 22 119 35 3,229
1949 14 18 18 139 29 3,161
1950 3 16 14 163 39 3,320 '

1951 2 31 17 150 49 4,113
1952 10 25 19 150" 55 4,506
1953 20 24 20 144 55 4,317
1954 14. 20 21 155 66 4,102
1955 4 27 23 155 69 4,506

(a) Based upon data issued by the Board of Grain Commissioners for the years 1936-39 and 1946.

(b) Excludes alcoholic beverages, synthetic rubber and rubber products. Includes all soups, "which were
classified, in whole or in part, under meats in Trade of Canada in prewar years.

(c) Excludes soups. See footnote (6). '

(d) Excludes electrical apparatus. Also includes lead scrap until 1948.

(e) Includes ferro-alloys and scrap.

(/) Includes synthetic rubber and uranium oxide.

(g) Includes synthetic fibres.

,(/z) Excludes electric stoves and parts and electric cooking and heating devices, n.o.p., included in this
category in Trade of Canada up to 1948 and subsequently in "other manufactures of iron and steel".

(0 Includes farm tractors in 1949 and subsequent years.

0*) Includes farm tractors up to 1948.

(A) Includes also electric stoves and parts and electric cooking and heating devices, n.o.p. See footnote (Ji),

(/) Settlers* effects and, in the postwar period, donations and gifts.

306



Appendix D

THE WHEAT ADJUSTMENT AND DESTINATION OF
CANADA'S DOMESTIC MERCHANDISE EXPORTS

An examination of data relating to Canada's wheat exports, made by the
D.B.S. and the Research Department of the Bank of Canada during the
1930's and early 1940's, revealed that the customs data, on which the export
statistics pubUshed in Trade of Canada were based, reflected inaccurately the
movement of Canadian wheat. A large quantity of wheat was' shown as
exported to the United Kingdom, although eventually it was diverted to other
European destinations and sometimes to the United States. Frequently, the
wheat was shipped "on orders" and the final destination was not known at the
time that the ships left Canadian ports. Similarly, the large volume of
Canadian wheat customarily stored in United States elevators was for some
periods shown as exported to the United Kingdom as a general practice,
because the final destination was not known at the time of shipment. Much
of this wheat was eventually sold on the continent of Europe, although it was
originally recorded as an export to the United Kingdom. The general effect

. of this practice was that exports to the United Kingdom were greatly
exaggerated, while exports to European countries were greatly understated,
particularly during the 1920's. To a less extent, exports to the United States
were also understated, notably during the period of drought in the United
States Midwest.i

On the basis of data from United Kingdom, United States and Canadian
sources, adjustments were made to rectify this distortion. Adjustments have
been made in the balance of payments data for the period 1926-37 and in the
trade data published by the Bank of Canada in its Statistical Summary.
Throughout this study, the adjustment used in the latter source has been
employed for the period 1926 to July 1936. Wheat exports (and total
exports) to the United Kingdom have been reduced on the basis of data
furnished by the Bank of Canada, and exports to continental Western Europe
have been increased by the same amount. The magnitude of the adjustment
for, the period 1926"to 1935 can be seen from Table III.2 For these years, the
adjustment is the same as the difference between the data on exports to the
United Kingdom published in Trade of Canada and the Bank's Statistical
Summary.^

From the crop year beginning in August 1936, records of the final
destinations of Canadian wheat to overseas countries have been maintained
by the Board of Grain Commissioners for Canada. Shipments from North

I'See, e.g., D.B.S., The Canadian Balance of Internalional Payinents, 1926 to 1948, pp. 107—108.

2 As is noted below, 1936 data employed aie obtained partly by this method and partly by that used for
the years 1937-39 and 1946.

-5 Sec D.B.S., Trade of Canada, 1954, Vol. I, pp. 22-23; and Bank of Canada, Statistical Summary, 1950
Supplement, p. HO-'fand errata re other destinations).

307



ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

American ports have been followed up and classified according to the
countries of destination. In addition, the Board has issued data, obtained
from United States Oflicial sources, on imports by' the United States —
divided into imports for home consumption and imports for grinding in
bond. For the calendar years 1937, 1938, 1939 and 1946, as well as for part
of 1936, these data have been used as the basis for the data on wheat exports
employed in this study.^ As the Board of Grain Commissioners' data were
available in volume terms only, value figures were obtained through the .
use of average values calculated from the value and volume figures published
in Trade of Canada.

The nature of the calculations, together.with the resultant data on exports
of wheat and wheat flour and on total domestic merchandise exports by
destination can be seen from Table 1 (following) covering the calendar year
1937. The treatment of some of the problems raised by the data is indicated
in the footnotes to the table. In this connection, it may be noted that United
States imports for home consumption have been shown as exports to the
United States, while imports for grinding in bond have been included in
exports to "other Western Hemisphere" as this wheat is believed to have
gone largely to Cuba after milling. Small quantities of wheat "held in store
in Holland" have been allocated to continental Western Europe, for con
venience under the same heading as wheat diverted from the United Kingdom
in earlier years. Wrecked wheat shipments reported by the Board of Grain
Commissioners have been ignored. Two valuation methods, both based upon
unit values calculated from annual data in Trade of Canada, have been
employedunder Method A, the quantities reported by the Board of Grain
Commissioners for the various countries and groups of countries were valued
by the unit value calculated from the total export value and quantity of
wheat exported to all countries as reported in Trade of Canada-, under
Method B, separate unit values were calculated for each of the countries and
groups, these unit values apphed to the Board of Grain Commissioners'
quantities, and the results summed. The maximum difference between the
results of the two methods was $5.5 million for 1946.

For the calendar year 1936, it was necessary to combine the type of
adjustment used for 1926-35 and that used for 1937-39 and 1946. The former
was used for the months of January to July and the latter for August to
December.

The calculations involved for the years 1936 to 1939 and 1946 were under
taken in order to get a finer area breakdown of trade than that which has
been produced by the Bank of Canada's calculations. Certain differences
between the results produced by the two methods employed in this study
and the data published by the Bank are indicated in Table 11. The modest

<The sources employed were various issues of Board of Grain Commissioners for Canada, Annual Report,
and Canadian Grain Exports-^ and Dominion Bureau of Statistics, Report on the Grain Trade of Canada
(prepared in collaboration with the Board of Grain Commissioners), and Monthly Review of the Wheat
Situation, As the Board's "annual" figures are for crop years, it was necessary to employ monthly data
to obtain results on a calendar year basis,
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AfPENDIX 0

ADJUSTMENTS FOR WHEAT IN CANADA'S

DOMESTIC MERCHANDISE EXPORTS — 1937

Table I

•

Wheat-Bd.

Wheat-D.B.S. Data of

Grain Com.

Destination (a) Av. value Calendar
$ 000 bu. 000 $ and cts. year

(3) = (1) bu. 000

(1) (2) - (2) (b) (4) '

1. United States 1,498 1,160 1.29 8,694 (c)
2. Venezuela .r — — —

3. Brazil — —

4. Other Western Hemisphere 264 190 1.39 9,663 (d!)
5. Total Western Hemisphere .. 1,762 1,350 1.31 18,357

6. United Kingdom 95,794 73,927 1.30 ~ 59,841
7. Ireland and Iceland 3,341 2,341 1.43 4,401
8. Australia — — —

9. New Zealand 180 119 1.50 119

10. India — —

11. Union of South Africa 15 10 1.40 88
12. British West Indies 17 11 1.53 52 (e)
13. Other sterling area 0 0 1.55 313
14. Total sterling area 99,347 76,410 1.30 64,814

15. Belgium-Luxembourg 9,318 7,359 1.27 10,059
16. France • 1,149 853 1.35 4,162
17. Germany 2,471 1,994 1.24 3,664
18. Italy 654 536 1.22 568
19. Netherlands 4,134 3,1'50 1.31 4,526
20. Norway 1,582 1,279 1.24 3,043
21. Switzerland — — — 1,747
22. Other Western Europe 942 685 1.37 5,927
23. Wheat diverted to the Continent 95(f)
24. Overseas territories of Western

Europe 1,252 1,230 1.22 1,463
25. Total Western Europe and

territories 21,504 16,887 1.27 35,254

26. Japan 1,566 1,173 1.33 1,173 •

27. U.S.S.R., Eastern Europe and
China 2 1 2.13

—

28. All other countries 255 186 1.37 1,554

29. Total (excluding
N ewfoundland) 124,438 96,007 1.30 121,152

30. Newfoundland 2 1 1.42 —

31. Total all countries 124,440 96,008 1.30 (3a) 121,152
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1..

2,.

3..

4..

S

6..

7..

8 .

9..

10..

11..

12..

13..

14.

15.

16..

17..

18..

19 .

20..

21.

22..

23

24.

25..

26..
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Adjusted Wheat Value

Method A | Method B
I 000

(5) = (4) X (3a) (6) = (4) X (3)

11,302

12,562
23,864

77,793
5,721

155

114

68

407

84,258

13,077
5,411
4,763

738

5,884
3,956
2,271
7,705

124

1,902

45,831

1,525

2,020

157,498 (g)

157,498

11,215

13,432
24,647

77,793
6,293

179

123

80

485

84,953

12,775
5,619
4,543

693

5,929
3,773 ,
2,271 (h)
8,120

124 (/()
1,785

45,632

. 1,560

2,129

158,921 (7)

158,921

Flour-

D.B.S.

$ 000

(7)

208

212

37

156

613

13,538
59

1

7

1

14

3,515
1,765

18,900

6

0

1

7

107

583

19

251

974

458

218

1,005

22,168

1,705

23,873

Table I {Cont'd)

Adjusted Wheat and Flour

Method A | Method B
$ 000

(8) = (5) + (7) (9) = (6) + (7)

11,510
212

37

12,718
24,477

91,331
5,780

1

162

1

128

3,583
2,172

103,158

13,083
5,411
4,764

745

5,991
4,539
2,271
7,724

124

2,153

46,805

1,983

218

3,025

179,666

1,705

181,371

11,423
212

37

13,588
25,260

91,331
6,352

• 1

186

1

137

3,595
2,250

103,853

12,781
. 5,619

4,544
700

6,036

4,356
2,271
8,139

124

2,036

46,606

2,018

218

3,134

181,089

1,705

182,794



APPENDIX D

Table I (Concl'd)

Total Exports-D.B.S.
(all commodities) Adjusted Total Exports

Method A Method B
$ 000 $ 000
(10) (11) = (10) + (5) - (1) (12) = (10) + (6) - (1)

1 360,012 369,816 369,729
2 1,320 1,320 1,320
3 5,003 5,003 5,003
4 18,670 30,968 31,838
5 385,005 407,107 407,890

6 402,062 384,061 '384,061
7 4,452 6,832 7,404
8 30,597 ' 30,597 30,597
9 14,689 14,664 14,688

10 4,652 4,652 4,652
11 16,600 16,699 16,708
12 11,197 11,248 11,260
13 12,467". 12,874 12,952
14 496,716 481,627 482,322

IS 17,011 20,770 . 20,468
16 8,362 12,624 12,832
17 11,737 14,029 13,809
18 2,748 2,830 2,785
19 , 12,521 14,271 14,316
20 6,223 8,597 8,414 •
21 618 2,889 2,889
22 4,774 11,537 il,952
23 124 124
24 4,667 5,317 5,200

25 68,661 92,988 92,789

26 25,799, 25,758 25,793

27 6,556 6,554 6,554

28 5,505 7,270. 7,379

29 988,242 1,021,304 1,022,727

30 9;126 9,124 9,124

31 997,368 1,030,428 1,031,851

(а) See footnotes to Table III.

(б) Calculated from data in units, ratherthan in thousands as in columns (1) and (2),
(c) Shipments to U.S. "for home consumption".
(d) Includes shipments to U.S. "for grinding in bond", believed to have gone largely to Cuba.
(e) Presented as "West Indies".

(/) Wheat "held in store in Holland".

(g) Calculated by formula. The column sums to the same amount.
(h) Based on Method A, as data for Method B are not available.
(0 Sum of the individual items.
Sources: D.B.S., Trade oj Canada andRetort onthe Grain Trade for the Croi> Year Ended July 31andto

the Y^ose of Navigation, 1937\ Annual Report of the Board of Grain Commissioners for Canada
jor the y ear 193o.
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Table II

CANADA'S TOTAL DOMESTIC MERCHANDISE EXPORTS
ADJUSTED FOR WHEAT

(millions of Canadian dollars)

1936 1937 1938 1939 1946

All countries "'i
897 2,352Bank of Canada data (o) 927 1,030 835

Method A 928 1,030 832 900 2,350

Method B 929 1,032 835 898 2,356

United States..
337

/

Bank of Canada data (o) 348, 382 261 880

Method A 342 370 258 330 870

Method B 342 370 258 330 , 870

U.S. imports for grindingin bond(6) 6 12 3 7 10

United Kingdom
331 631Bank of Canada data (a) 356 385 333

Method A 329 384 333 333 631

Method B 329 384 336 332 628

Wheat diverted, Jan.-July 27

. (a) Data ontotal merchandise exports from Bank o(Canada., StaHstical Summar^^^ Supplement, p. 120,
less re-exports, obtained from D.B,S,, Trade ofCanada, 1954, Vol. I, pp. 20; 23 and25,

(6) Calculated by Method A, Method Byields the same results, except that for 1938 itrounds to2(million),

differences in the results for exports to all countries, and for exports to the
United Kingdom in the years 1937—39 and 1946, arise from the fact that,
whereas the Bankmadeits unit valueand total valuecalculations on a monthly
basis (using anapproach akin to Method A), the value calculations for this
study were done onthe basis ofcalendar years because ofthe larger number
of countries for which it was desired to present data. Secondly, it would
appear that the Bank treated United States imports for grinding in bond as
partofCanada's exports to the United States, whereas in this study they are
treated as going to other Western Hemisphere countries, Finally, the differ
ence in the United Kingdom figures for 1936 would appear to be the result
of the Bank's not taking account of the diversion ofwheat to the Continent
in the last seven months of the crop year 1935-36, This also involves an
equal but opposite difference in the 1936 figures for Western Europe,

For the period after 1946, the Board ofGrain Commissioners' data differ
to only a relatively small extent from those in Trade of Canada. As the
adjustment has shorteomings in arriving at appropriate value figures, it is
felt preferable to use Trade ofCanada figures for the years 1947 to 1955, In
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this, the present study agrees with the practice followed by the Bank of
Canada which nolonger makes thewheat adjustment in thefigures published
in the Statistical Summary.

Having completed the wheat adjustment to the trade data, it is possible
to present Table HI (following) showing the destination of Canada's domestic
merchandise exports (all commodities except gold) for the years 1926 to
1939 and 1946 to 1955.5 thb construction of this table, the wheat export
data provided by the Board of Grain Commissioners for the period August
1936 to December 1939 and for the year 1946 have been valued by Method
A described above.

^ the ejdstence of distortions in the export data for commodities other than wheat.These, however, are not felt to be sufficiently serious to justifyfurtheradjustment of the data, especially
as this would still result only in approximations.
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DESTINATION OF CANADA'S
DOMESTIC MERCHANDISE EXPORTS (a)

(millions of Canadian dollars)

Table III

Other Total United Kingdom

" United West. . West. '•

States Venezuela Brazil Hemi Hemi Trade of Wheat

sphere (6) sphere Canada diverted Net

1926 458 2 7 35 503 459 143 316

1927 467' 2 5 29 , 503 410 138 271

1928 482 2 6 31 520 446 157 289^

1929 493 2 5 38 537 290 65 225"
1930 373-. 1 3 26 404 235 60 175

1931 240 . 1 1 12 254 171 30 140

1932' 159 0 1 8 168 178 27 151

1933 168 0 2 8 179 211 23 " 188

1934 219 0 3 12 233 270 33^ 238

1935 262 1 4 12 278 304 41" 262

1936 342 1 4 19 366 27 329

1937 370 1 ' 5 31 407 384

1938 258 1 4 16 279 333

1939 330 2 4 22 358 333

1946 870 11 25 68 974 631 .

1947 1,034 13 32 88 1,167 751

1948 1,501 17 29 81 1,628 687

1949 1,503 28 17 88 1,636 , 705

1950 2,021 25 16 111 2,173
-

470

1951 2,298. 27 54 138 2,516 631

1952 2,307 36 81 164 2,588 746

1953 2,419 36 38 133 2,626 665

1954 2,317 31 45 120 2,513 653

1955 2,559 31 12 130 2,731 769
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Table III (Cont'd)

Ireland New Union of British Other Total
and Australia Zealand India (r) S. Africa West sterling sterling

Iceland w Indies (,e) area (/) area

1926 6 18 - 15 10 9 14 12 401
1927 5 16 11 11 9 15 12 350
1928 4 16 15 12 11 15 13 377 •
1929 • 3 19 20 ' 9 13 16 13 • 318
1930 3 9 15 8 10 13 12- 245

1931 3 5 5 4 9 10 8 183
1932 3 • 7 3 3 4 7 6 184
1933 3 10 '4 3 6 7 5 226
1934 4 17 7 5 12 7 7 296
1935 3 23 8 4 12 8 9 330

1936 4 26 12 3 15 9 8 406
1937 7 31 15 5 17 11 • 13 482
1938 4 • 33 16 3 16 11 11 . 427
1939 4 32 12 5 18 12 12 428'

1946 . 11 38 16 ' 40 68 49 37 892
1947 20 60. 37 43 67 65 65 1,109
1948 11 38 18 34 83 45 59 • 975
1949 10 - 35 14 73 78 33 59 1,007
1950 14 35 11 32 43 23 42 670

1951 22 49 22 36 53 31 55- 898
1952 24 50 19 55 48 32 60 1,034
1953 15 40 7 37 51 32 68 915
1954 9 46 15 18 40 34 45 860
1955 13 58 22 25 56 ^ 36 41 1,022
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Table III (Cont'd)-

-

Belgium-
Luxembourg France

Germany,

Federal

Republic (g)
Italy Netherlands Norway Switzerland

1926 21 • 15 31 17 26 ' 6 1

1927 18 12 40 25 27 7 0

1928 28 14 46 • 23 48 7 1

1929 24 17 32 13 21 5 1

1930 15 14 15 15 , 11 3 1

1931 14 17 12 6 14.. 3 0

1932 15 -14 8 4 17 4 0

1933 12 12 10 4 18 4 0

1934 12 10 6 3 11 4 0

1935 9 8 4 3 8 5 1

1936 23 12 7 7 14 . 7 2

1937 21 13 14 3 14 9 3

1938 11 10 20 2 11 8 4

1939 10 . 7 8 2 11 12 4

1946 66 78 9 24 34 20 12

1947 53 81 7 36 56 • 20 14

1948 33 93 13 32 44 23 • 19,
1949 57 36 23 13 14 22 32

1950 66 18 9 15 9 19 26

1951 94 47 37 49 26 32 25

1952 104 48 95 53 42 39 27

1953 70 32 84 33 42 37 30

1954 55 34 87 .24 40 44 27

1955 53 - 43 91 28 48 . 47 26
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Table III {Cont'd)

Other Western

Europe (h)
Wheat diverted

. to the ,,
Gontihent (i)

Overseas. -

territories

of Western

Europe (j)

-Total Western

Europe and '
territories

Japan

1926 17 143 •2 - 279 38

1927 16 '138 4 288 , 30

1928. ' 26 ' ^ 157 6 355' , • 39
1929 17 65 . • 9 ' '204 38 -

1930 15 60; - 13 163 - -23 •-

1931 - 9 30 -- 12, • 1-18 , 16

1932^- 7 27 ' 11 107 12"

1933' 4. ' 23 7 95 • 13

1934 >4 , 33 2' • • 86 16" •

1935 •3 41 3 •• • '85 15 .

1936 12 27 ' 5 117 .. . 20 ' ,
1937. . 12 0" 5 93- 26

1938 ' 12 ' • . 3 81 21

1939 - 9 3 66 28

1946 32 •21 296 - 1" ,
1947 36 . 17 320 , 1

1948 35 16 309 8' ^ '>
1949- 37 15 • ' " 249

1950 --19 17 199 21

1951 . 30 23 364 - 73

195'2 . 41 • '21 470 103

1953 23 15 367 119

1954 21 ' 16 347 9C

1955" 24 / 14 • 373 91.
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Table III {Concl'd) .

U.S.S.R.,
Eastern Europe,
mainland China

(ft)

All other

countries (i)
Total (excluding
Newfoundland) Newfoundland

Total all

countries

1926

1927

1928

1929

1930

21

20

22

32

11

10

9

15

12

7

1,250
1,199
1,328
4,141

852

11 -

11

11 •

' 12

11

1,261
1,211 •
1,339
1,152

864

1931

1932

1933

1934

1935

8

9

7

5

5 •

3

4

4

6

6 -

- .581

484

523

643

718

7

6

6

7-

7

588 "
490

529

649

725

1936

1937

1938

1939

5

7

9

5

6

7

6

7

920

1,021
823

892

7

9

8

9

928

1,030
832

900

1946

1947

1948

1949

1950

95

71

48

20

6

54

S3

52 ,

66

, 50

2,312
2,720
3,020
2,984
3,118

38

55

55

9

2,350
2,775

^ 3,075
2,993
3,118

1951

1952

1953

1954

1955

1

2

0

6

12

62

105

90

59

53

3,914
4,301
4,117
3,881
4,282

3,914
4,301
4,117
3,881
4,282

(а) Based upon data in D.B.S., Trade of Canada adjusted to reflect (a) diversion to the continent of Europe
of wheat originally destined for the United Kingdom, in the period 1926 to July 1936, and (b) Board
of Grain Commissioners' data for wheat exports for the period August 1936 to the end of 1939 and
in 1946. See text.

(б) Excluding Newfoundland, sterling area territories and overseas territories of Western^ European
countries.

(c) Includes Burma prior to 1938 and-Pakistan prior to 1948.

(d) Includes Southern Rhodesia prior to 1933 and Northern Rhodesia and other British South Africa
prior to 1947.

(e) Bahamas, Barbados, Jamaica, Leeward and Windward Islands, and Trinidad and Tobago.

(/) Burma, Ceylon, Iraq, Jordan, Libya, Pakistan, the Federation of Rhodesia and Nyasaland, and the
present overseas territories of the United Kingdom (other than the West Indies). See, however, foot
notes {c) and (d) above.

(g) All Germany prior to 1952.

(/z) Austria, Denmark, Greece, Portugal, Sweden and Turkey.

(i) The estimates for the period 1926 to July 1936 cannot be allocated by country. The 1937figure is the
Board of Grain (Commissioners' item for wheat "held in store in Holland".

(J) Currently associated territories. Excludes Spanish territories.

(ft) Includes Taiwan prior to 1953. ,

(/) Excluding Newfoundland.
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Appendix E

MAJOR ITEMS IN CANADA'S EXPORTS TO
THE UNITED STATES

The following table shows Canada's domestic merchandise exports of
a number of commodity items to the United States and to the world as a
whole for each of the years 1937, 1947, 1948, 1950 and 1955. Index numbers
of value and volume (1947 = 100) and the United States share of the total
are also shown for each commodity for each year. The sources of the data
are the detailed export breakdown in Trade of Canada and, for wheat in
1937, data issued by the Board of Grain Commissioners (see Appendix D). ,
Commodity items were selected on the basis of their importance in each year,
at least the ten most important items being covered, and include all changes
in exports to the United States in excess of $20million. An exception to this
is that basket items in Trade of Canada (such as "other chemicals and allied
products, n.o.p.") were not included. Additional wood pulp, aluminum and
asbestos items were included to increase the comparability of the data over
time.
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Appendix F

MAJOR ITEMS IN CANADA'S EXPORTS TO
THE UNITED KINGDOM

The following table shows Canada's domestic merchandise exports of a
number of commodity items to the United Kingdom and to the world as a
whole for each of the years 1937, 1947, 1950 and 1955. As in the parallel
table in Appendix E, index numbers of value and volume (here, however,
1937 = 100), and the United Kingdom share of the total, are also shown for
each commodity for each year. Again the sources are the detailed export
breakdown in Trade of Canada and, for wheat in 1937, data issued by the
Board of Grain Commissioners (see Appendix D). Commodity items selected
cover at least the ten most important exports to the United Kingdom in each
year and all changes in these exports in excess of $10 million. Again, how
ever, basket items in Trade of Canada (such as "other chemicals and allied
products, n.o.p.") are excluded. Because of their importance in 1947 and
their subsequent decline, dried eggs might have been included, but were left
out as data were not available for 1937. Additional aluminum items were

included to increase the comparability of the data over time.
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ROYAL COMMISSION ON CANADA'S ECONOMIC PROSPECTS

Appendix G

OTHER STUDIES TO BE PUBLISHED BY THE
ROYAL COMMISSION

Output, Labour'and Capital in the Canadian Economy —•
by Wm. C. Hood and Anthony Scott

Canadian. Energy Prospects —
by John Davis

Progress and Prospects of Canadian Agriculture —
by W. M. Drummond and W. Mackenzie

The Commercial Fisheries of Canada—

by the Department of Fisheries of Canada
and the Fisheries Research Board

The Outlook for the Canadian Forest Industries —

by John Davis, A. L. Best, P. E. Lachance, S. L. Pringle, J. M.
Smith, D. A. Wilson

J

Mining and Mineral Processing in Canada —
by John Davis

Canadian,Secondary Manufacturing Industry —
by D. H. Fullerton and H. A. Hampson

The Canadian Primary Iron and Steel Industry —
by The Bank of Nova Scotia

The Canadian Automotive Industry —•
by The Sun Life Assurance Company of Canada

The Canadian Agricultural Machinery Industry —
by J. D. Woods & Gordon Limited

The Canadian Industrial Machinery Industry —
by Urwick, Currie Limited

The Canadian Electrical Manufacturing Industry —
by Clarence L. Barber

.The Electronics Industry in Canada —
by Canadian Business Service Limited

The Canadian Primary Textiles Industry —
by National Industrial Conference Board (Canadian Office)
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APPENDIX G

The Canadian Construction Industry —
by The Royal Bank of Canada

The Canadian Chemical Industry —
by John Davis

The Service Industries —

by The Bank of Montreal

Probable Effects of Increasing Mechanization in Industry —
by The Canadian Congress of Labour, now
The Canadian Labour Congress

"Labour Mobility — . •
by The Trades and Labor Congress of Canada, now
The Canadian Labour Congress

Skilled and Professional Manpower in Canada, 1945-1965 —
by The Economics and Research Branch, Department of Labour
of Canada

Transportation in Canada —
by J-C. Lessard

Industrial Concentration —

by The Canadian Bank of Commerce

•Housing and Social Capital —
by Yves Dube, J. E. Howes and D. L. McQueen

Financing of Economic Activity in Canada —
by Wm. C. Hood, including A Presentation of National
Transactions Accounts for Canada, 1946-1954, by L. M. Read,

" S. J. Handheld-Jones and F. W. Emmerson

Certain Aspects of Taxation Relating to Investment in Canada
by Non-Residents —

byJ. Grant Glassco of Clarkson, Gordon & Co., ^
Chartered Accountants

Consumption Expenditures in Canada —
by David W. Slater

Canada's Imports —
by David W. Slater

Canada - United States Economic Relations* —

by Irving Brecher and S. S. Reisman

Canadian Commercial Policy* —•
by J. H. Young

* One of a series of-three studies, including this volume, on Canadian international economic relations
prepared under the direction of S. S. Reisman.
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Some Regional Aspects of Canada's Economic Development —•
by R. D. Howland

The Nova Scotia Coal Industry — ,
by Urwick, Currie Limited

Canadian Economic Growth and Development from 1939 to 1955
by J. M. Smith
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