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SUMMARY

United States sources report that U.S. direct investment in Canada

rose from $US 2,663 million at the end of 1946 to $US 18,069 million in'the

~end of 1967, an annual grbﬁth rate of 9.5 per cent. The main growth occured

from 1951 throngh 1957,‘With the rate above avetage each year.

U.S. direat investment in Canada was a substantial proportion of

‘_ total U.S. direct investment aBroad. At the end of 1946, it was 30.1 per

cent of the total, and at the end of 1967 it was 30.5 per cent. In between,

it varied from 27.0 per cent to 35.1 per cent.

~ The outflow of new capital from the U.S. to Canada made a substantlal

_ contrihution to this growth in the value of U.S. investment, but it did not

dominate the growth picture.

The rate ef return to‘U.é. direct inveetment in Canada was higher
during the:first decade.under review\then it was during the second. Total
earnings.and undistributed earnings_increased subatantially over the neriod.
Undistributed earnings made a agtstantial contribution to the growth of U.S..
direct investment, the significenee of which varied froﬁ Year. to year.

Payments of income to ‘the U. S. increaeed during the period. At-the
beginning of the period, theae payments were higher than net capital flows
from the U.S. go that the annual contribution of the Canadian balance of
payments was negative. During the middle of the period capital flows were
greater than income so that the effect was pOsitive.' By‘the end of the perlod
it was negative again. From the end of 1946 to. the end of 1967, the cumulatLVe

contribution of the Canadian balance of paymenta waa $US 507 million. Dmrlng

_the same period, the Value of U. S direct inveatment rose by $us 15, 406 million.

Thus, the increase in. the value of U S. direct 1nvestment exceeded the net
contribution to the Canadian balancerf paymenta by almost $US 15 billion.

Data on paymerits to U.S. parents for feeas and royalties are available

- from 191 on. When. these are added to income paymenta As an outflow the net

contribution to the Canadian balance of paymenta over the seven years from 1961
through 1967 wae minus $US 1,665 million. bver the same period the value of

u.s. direct investment in Canada increaaed by $Us 6 890 million.
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The'manufacturing,group of industries predominated thronghout the period.

The percentage of U.S. direct investment in Canada which was in manufacturing
ranged from 43, 2 per cent to 53.0 per cent, ending at 44.7 per cent in 1967, The_c
book value rose from §Us 1,202 million~injl946 to $US 8,083 million_in 1567, an

increase of 572.5 per cent. This was equivalent to an average annual growth

‘rate of 9.5 per cent. Undistributed earnings played a greater‘role in this

growth than new capital coming from the United States.
'R;téé of.retufn were high? and ahove‘the average for the total .field
of direct investment. They were higher in the first decade than in the the second.
© In. most years; payments of income to-the U.S. exceeded the value of |
new capital coming in. From the end of 1946 to the end of 1967 an increase in

investment by $US 6 881 million was associated with an adverse affect on the

» Canadian balance of payments of $US 1,642 million.

The‘percentage of U.S. direct inveatment applied to Egtroleum varied
from 6.7 ner_cent to 24.4.per_cent, ending at.élll-per ¢ent in 1967, -Book'value
rose'from $US-178 million in 1946 to $US 3,819 million in 1967, an increase of
2,046 per cent in twenty~one years, or an average annualvincreaseiof'15.7 per
cent. Net:outflows of capital played a major part in expanding U.S. direct
investment in petroleum; a 1arger part than in the other industrial groups.

Flows of new capital from the United States exceeded payments of
income to the U S. in most of the post~war ‘years. From the end of 1946 to the
end of 1967, an increase in the value of U.S. direct investment of 8US 3,641

mllllon was. accompanied.by a net contribution to the Canadian balance of

~payments of-$US 2,093 milllon.

The percentage of U.S.;diiect»investment applied to miniggLand-smelting :

fluctuated betwaen 9.3 per cent and 17.4 .per cent, ending at 12. 9 per cent

in 1967. The value increased from sus 463 million at the ‘end of. 1946 to $US 2,337
million in 1967, an increaae of 404.8 per cent. Thie was equivalent to an
average annual_growth:of 8.0 per cent. Qutflows of new canital from_the U.S.
contributed suhetantially to this'gfowth..

From the end of 1946 to the end of 1967 direct investment in mining

’and smelting increased by $US 1 ,874 million, while the contribution to tho

Canadian balance of payments was $US 385 million.
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1. INTRODUCTION
Thisg study of U. S. direct investment in Canada as presented.by U. Sl

balance of payments statistics was initiated to give Lanadians a ‘view of the

- situation as seen through U.S. eyes.‘ The tables of basic data and the

- historical narrative do this. In addition, the data supplement Canadian

statiatica'on the same subject innseme respects.

| . Insofar as the U.S. datavcover the same grdund as Canadian datg, a
comparison of the two sets of.figufes ig of interest. A parallel study of data
from Canadian sources was carried out at the ssme time as this onhe, end a
cOmparatiye analysis will follow. To facilitate comparative studyilater, the
mainfstatistical serieslafe presented in‘both Canadian'and U.S. dellars,
altﬁongh the, text has been writtenvin terms of U.S. dcllars.

The conceptual framework on which the U.S. statistics were based is

.described in Chapter II. Chaptef IIT traces the growth of U.S. direct

investment in.Canada, and presents an analysis of ita overall implications.
ChaptevaV_extends tbe analfsis to selected industry groups.

Annex A presents the gtatistical tables on whiob this analysis is:
besed. These tables have identifying numbers_which fit into a general
system for the\publications.of the Foreign Investment Division. All of the
basic tables.in this memOfandum,cerry the four letters, Ch-US gg the first
grbup-in tbe identification.‘,Tbe first two letters, Cb, indicate tbat the
general subject is foteign inVedtmentlin'Canada. The next twoilettefs, us,
indicate that the investment comes from the United States.

The baSlC statistical material is given in the main tables, which

‘are all in U.S dollars. Detailed statements of_the_sources are dppended to

- each of these tablés. The main tsbles are identified by a flve—dlgit

reference, consisting of the lettera CD—US and one figure.

Each main table has been converted<into Canadian dollars. Annex B
describes the method of conVeraion from.U S. to Canadian dollars; and states
tbe rates‘used. The Ganadian dollar tables ave identified by the. addition of
the letterbA to the five digits which identify the corresponding table in U.S.

dollars. In some cases, additional tablea ﬂ;ve been based on. the main tables.
/

‘These tables are 1dentified by the first five digits of the main table, followed ‘

by a letter othef than‘A. . j
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 Annex C lists the~U.S.‘sgurces which were used in the preparation

of this report.
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IT. DEFINITIONS AND‘CONGEPTS:

The purpose of this chapter is to describe the concepts used by

-the U.S. Department of Commerce in the preparation of their data on U.S.

direetiinvestment in Canada. The descriﬁtion applies to material published

dﬁ to October, 1968.

Direct Investment Enterprise

The first step in the compilation of the statistics is’ the 1dent1-

' fication of direct investment enterprises. Theae are found where U.S.

investors have direct or indirect control in the management of foreign
conéerns. Théy»may be primary, secondary»dr tertiary allied.fdreign.organﬁ
izatione.‘ | |
The following types of cdncern make ﬁp the primary allied fdreign
organizations: - |
1. Foreign corporations, the voting securities of Which‘arelonned
td the extent of 25% or more either directly by the reporting
U. S. company or indirectly through domestically affiliated firms,

and non—incorporated foreign establishments in which there is an,

equivalent degree of U.S. ownership. If control is'judged not_.”‘ﬁ

to exist with»25% ownership, a firm will not be classified as a

direct investment enterprise. Conversely, if control is. felt to

2. Foreign"corporatione, the voting stock of'Which is publicly heldr‘

within. the United States to an. aggregate extent of SOA or more,
the dlstribution being such that no one investor or group of .
affiliated.investorS'owns as much as 25%, ‘
3. fereign branches ef'U.S. corporations.
4, 'Sole‘prOprietorships, partnerships‘or real property (bther tnan
property neid‘for the persenai use of.the ovner) held abrbéd.by‘
. residents of.tne United States. |
Snppiementnry toiinvestment in these primary_aIlied‘fdreign organizdf
tions,_and included.in:direct investment statisties,.are investments in H
secondary and tertiéry aliied‘toreign‘orgenizatione.
- _Bgfore-1957, secdndary eliied_fdreign organizations were defined to
include all thoée'foreign corporations whereASO% or more of the voting stock

was owned by‘a primary allied. foreign organization. Branches of the primary

1/

exist with less than 25% ownership, a firm will be so classified.=




much as 25% or more of the voting stock was owned indirectly by a U.S. parent'.

A branch of an allied primary foreign,corporation in another. industry or

“include holdinga of’ the U.S. parent in third countries through its Canadian

third country would be included.

.-6—
were treated as a part of the secondary organization as well. If primary
ownership_was‘less than 50%, these secondary organizations were represented
as other assets and included with the primary investment.=
Beginning with the 1957 foreign investment census, these secondary

allied foreign‘organizations included those foreign enterprises in which "as

country was also treated. as a secondary allied organization. —j This broadened
definition of a secondary allied organization extended the cover of direct

investment. It did not mean that figures on U.S. direct investment in Canada
subaidiary. It did mean that holdlngs in Canada through a subsidiary in a

For the 1957 census, a new category was introduced, that of associated
foreign enterpriaes.'-Theae nere foreign enterprises in which there was direct
U.S.. ownership of frqm 10" to 25 per eent of_the'voting stoek,xor an analogous
interest in the eaae of an unincorporated:enterpriae.-ﬁ/ Data for the associated
fpreign enterpriaes ﬁere added to those for‘allied-foreign organizations when
computing the total of foreign direct investment. This procedure was continued

when making annual estimates from 1958 on.

Direct Investment

Once a foreign concern has been classified as one in which direct
investment’occﬂra, all private U;S. investments in that affiliate’s securities
(atocks or bonda) whether by the parent or other diversified U S, eourees,'are
defined as U S ‘direct 1nveatmenta. At no time in the issues of theHSurvez of.

Current.Buaineaa under review in thia paper were U.S. investors in a U.S. direct

. control,

1nVestment enterprise described by the term "direct 1nvestors“ In fact, in

the published mater1a1 no distinction is made between holdlnga by the controlllng

or_parent Qrganization and those of other U.S. residents. Where it is necessary
for the'purpbse of describing eoncepta in this etudf, the'controlling or parent

Qrganization will be referred to as the primary investor. The term "other U,S

- investors" will be used for those investors not involved in the definition of

. Exclusions from Direct Investment

Investments by certain individuals and relatively small business
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eﬁterbrisés are excluded from direct investmeﬁt data. They include the following:
1. Individuals (but nét business firms) whose aggregate foreign
diréct investment totalled less than $25,000.
2. Foreigﬁ operatiéns or pfopeftie5~of religious, chéritablé, or
other non-profit organizations, exceﬁt for those cases where
the foreign invesﬁment was é_businegs enterprisé:conducted
for pfofit. | |
3. Tﬁe foreign intereststéf corporations incorporated in-the
United States but owned in substantial part abroad, with no
.operations in the United Statés, are included only in‘proporfioﬁ‘
Vtovthe U.S. ownership of the U.S. parent orgaqization. Wheré
the-foreignaowned'or controlled U.S. corporétion garr;es on
bﬁsiness éctiyiﬁies in ;he United States, foreign subsidiaries

of that corporation are treated as U.S. direct investment abroad,

.\ ! ' . . ) ©
i.e. the full investment of the U.S. parent company is included. 2/

Value of Direct Investment

U.S. statistics on the value of direct in?estment are based on
depreciated year-end figures taken from the ledgers of the foreign organizationé“'
of interest.

Annual Cha@ge in Value of Direct Investment.

. This consists of the excess of the value of direct investment at the
end of one yeqr‘over that for the end of ﬁhé previous yéar.‘ fhe change is
influenced by; améng other things, ﬁet capital outflows from U.S. éourges;
bretaingd:earnings:of fhg foreign affiliate; capital flows betweer the affiliate
and foiliates in‘third-countriéé; and accoqﬁ£ing ad justments for_ifgms such as
;he ievaluatidﬁ.of foreign properties.A,An attempt made to reconcile.thé déta

///for diréct in?eétment in Cahadé ;ndicaféd théﬁ the aCCOunting édjusfments are"

subsgtantial for some years.

ﬁet'Cépigél Outflows from‘thé'United States
ANéf_capiﬁal‘outflqws fréh the United'Statés are gross oﬁtflow$ net
QfAU.S.j#axes té those foreign sgbsidiaries'and brancﬁesAfor which.afterftax
outflévs~§ere féported, minqs é;o§s iﬁflows‘nét onﬁost-country téxesjfrom _
those foreign subsidiéries éﬁd;branches.fof which inflows were reported.
Capital outfloWstrom the Uﬁited States are not restricted to

movements originating with the U.S. parent. They include funds acéruingAto a




- incorporated .or unincorporated.
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difect inVeStmeﬁt-subsﬁdiary from trading existing or new issués of whonks or
bonds oh U.S. capifal markets; neﬁ flows’from affiiiétes of the same‘pafent.;‘
located in the U.s;g.fundé oﬁtained by the U.S. parent from the éépital
markets of other countries and déstined for fhe foreign‘enterprise; and
funds bofrowed'aﬁroad by U.S. inCorpofated companies andntrénsferréd to
foreigﬁ affiliatés.

| inflows from foreign cohcerns result from liquidation, debt, repay- |
ment and other factors which affect only intercompany accounts.

A spécial pfoCedure is used in the case of foreigﬁ branéhes of U.S.
concerns. These érg assumed to retﬁrn total eérnings (branch profits) Lo
their’ﬁ.S; parent. As‘a result of this-prd?edurg, capital funds.iﬂtended fo}‘
reinvestment by'sgch branches.aré,-£Or.s£atisticai purposes, treated as if théy
had been sent to fhé U.S. in the.form of inceme péyments,’énd theﬁ returned to
their source as a part of total net éapifél Outflows for direct invesfﬁent.
Earnings

o Farnings represent the proportionéte.éqﬁitj of U.S. holders of common
stock in the . net earnings of incorporated foreign direct invéétmént entefpfist.
the.net earnings of foreign-branches, and theVU.S. équity share in the ﬁét
earnings.of.other unincorpbrated forms of diréct iﬁvestﬁént enferpriseé; éll
after deduction of Canadian taxes.on their inédme-th»before U.S. . taxes. By

net earnings is meant earnings after allowance for depreciation and amortiszation,

but before allowance for depletion.

Reinvested Earnings

Reinvéstéd_or qndistributed subSidiarj earnings of U;S. direct invest-
ment enterprises repreéent tﬁé propoftidnéte equity of U3s; anérs of common
stock.iﬁ nef.earnings after Canédian taxes and after deducting applicable gross
dividends. It should bé noted.that this cohpept is confined to incorporated-‘

enterprises, whereas the concept of "earnings" is based on enterprises whether

Income
A Péyments of income to the U.S. investors in a U.S. directvinvestment‘
concern are the sum of (a) dividends and interest net of foreign withholding

>taxes, and (b) branch profits, whether repatriated or not, after foreigngtaxes.__




[A]

%

for balance of payments purposes. =

Iﬁcoﬁe figures computed by cqmpanies differ from those entered in the
balance,of.payments data under reviéw d@e to thé-exclusion.from the latter of
unréalized gains or 1osses_resﬁltiﬁg from changes in foreign‘exchqnge rates,

A further differénce exists_in the~case of extractive indust?ies because charges

against income for depletion are not deducted when computing income figures

* Dividends declared by a foreign subsidiary but blocked by exchange
. ; _ _ "
L . o o , .
controls or not remitted for other reasons are included as imputed receipts

of income.

Royalties and Management Fees

_Royalties and management fees ‘are payments originating with the
Canadian direct investment enterprise and payable to the U.S. parent for

technological and management services rendered.

PortfoliocInvéstmént

| A portfolio iPQestment_is a logéiterm investment iﬁ iteﬁs such as:
stocks,.bonds and real estate which does not result in an important voice
in the.managéﬁent of an enterprise but is held pfimarily as a gburce of income.
Such investments exist when the concern inﬁo which they are bging channélled is

neither defined as . an allied foreign organization at the time of the investment

nor defined as such as a result of the investment.

Footnotes

1/ "U.S. Balance of Payments 1949« 51“ Survey of Current Business Supplements
1952-53, page 93. o '

2/ “Foreign Investments of the United States: - Census of 1950", Survey of
- Current Business Supplements 1952-53, page 40

[ 4/ 5/ "Methodology” U.S. Bu51ness Investments in Foreign Countries, page 76.

jw

/[ "u.S. Balance of Payments 1949- 51", Survey of Current Business Supplements
.1952 53, page 80.

o
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1I1I. U.S. DIRECT INVESTMENT IN CANADA

Value of Direct Investment

Statistics on the value of U.S. direct investment in Canada were
found in U.S. go?ernment puBlicatidné for the years 1929, 1936,‘1943 and
annually from 1946 to 1967. The data are printed in Table CD-US1,

From 1929 to 1936, at a time of widespread economic depression,

- U.S. direct investment in Canada fell‘from $US 2,010 million to $US 1,952

‘million. By 1943 the decline had been made good, and investmenﬁ was $US 368

‘ ‘ : .
million above the 1929 level. By the end of;1946, there had been a further

increase of $US 285 million. o

From 1947 on, the value of this u.sS. investment increased each
yeér to its, 1967 level of $US 18,069 million, a growth of $US 15,406

million since December 31, 1946. This”waS'equivalent to an annual growth

“rate of 9.5 per cent.

Table CD-USLB sets out the aﬁnual growth in value of U.S. direct

‘investment in.Canada for the years 1947 through 1967. This table is -cal-

culated from Table CD-US1,
Growth in the value of U.S. directiihvestment in Canada has
shown wide fluctuations during this period, but has always been positive.

From 1947 to 1956, the annual increaee,went'up'irregﬁlarly to $US 1,034

.million. From 1957 to 1964, the growth each yeér was less than one

bill;on U.s. ddllérg, then from‘iééﬁ to 1967 the grbwth was greater than
one billion U.S. doilarS'each‘yeér. |

A Tﬁblg III-1 bel@w gives the annual percentage growth of_U;S;:
d&reét iﬁvestmentvin_Cénadé, The fastest period of grdwth was from 1951
to 1957, when thé aﬁnual'pertentage'inq?ease'Was,abQVeiave;aggsiﬁ each
year. The glqﬁegt period of growﬁh was in the early 1969'8- In the
mid-siktieé wefe two yeérs 6f ABOVe avefage growth,:ﬁith a‘deﬁelératién

in 1967,
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TABLE TI1-1

ANNUAL RATE OF GRQWTH OF U.S. DIRECT INVESTMENT
IN. CANADA. 1947 TO 1967

Year | Rate of Growth |

(per cent).

1947
1948
1949
1950
1951
1952
1953
1954
1955
1956
1957
1958
1959
1960
1961
1962
1963
1964
1965
1966.
1967

—
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U.S. direct investment in Canada ia.on1y>a part of total U.S,

direct investment abroad. Table III-2 belowAghbws the two series, together

‘with the percentage relationship, from 1946 to 1967.- Direct investment

in Canada as a percentage of the total declined after the war from 30.1

~ per cent in 1946 to a low of 27.0 per cent in 1949. It then rose to

34.9 per cent in 1955, declined, theﬁ'fgached a poét-ﬁar.high of 35.1 |
per qent‘iﬁ:1960. ;After that date,>tﬁe_percentage declined_faifly |
steadily to its 1967 level of 30.5 per ;ent.. Canada receivédva
pértiCUlarly étable proportionvéfiU.S; direct investment abroad dpriﬁg
the period from 1954 to 1960, when it remained within the 34.3 to 3.1

per cent range.
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 TABLE III-2

U.S: DIRECT INVESTMENT IN CANADA AS A PERCENTAGE .
OF TOTAL U.S. DTRECT INVESTMENT ABROAD. 1946-1967

Year Value of U.S. Direct Total Value of U.S. .Canadian

Investment in Canada, " Direct Investment _Share
Year-end ' ‘Abroad, Year-end :
(millions of U.S. * (millions of U.S. ~ (per cent)
dollars) o dollars) " .

(1) o (2) ‘ (3)
1946 © 2,663 o ' 8,854 30.1
1947 . 2,806 o c 9,965 28.2
1948 : 3,096 11,206 27.6
1949 3,359 ' 12,418 27.0
1950 . 3,579 . 11,788 ~ 0 30.4
1951 3,969 o 12,979 : 30.6
1952 | - 4,641 ‘ 14,721 - .31.5
{1953 5,349 ‘ .~ 16,253 , 32.9
1954 6,043 . 17,631 34.3
1955 " 6,761 . 19,395 34.9
1956 7,795 B 22,505 ' 34.6
1957 8,769 3 - 25,394 34.5
1958 9,470 » : 27,409 : 34.6
1959 © 10,310 . . : 29,827 34.6
1960 ©. 11,179 31,815 _ - 35.1
1961 11,602 _ 34,667 - 33.5
1962 : 12,133 - 37,226 ' 32.6°
11963 | 13,044 40,686 1 32.1
1.964 : 13,855 _ © 44,430 31.2
1965 15,318 49,424 . 31.0
1966 - 16,999 . 54,711 - 3l.1
1967 .} . 18,069 59,267 , 30,5

Net Capital Outflows

One major factor contributlng to this growth in- the value of U.S.
1nvestment in Canada has been the outflow of new capital from the U.S. to
thls.country. While some 1nvestors have been putting new funds.into Canada,
others-have been draw1ng out funds from old investment prOJectsa' The-UsS‘
authorities do not publlsh information on’ the gross flows as such but they_ f
do give data for the net capital outflows from the U.S., which consist of
the excess of new funds leaving the U.S. over old funds being brought-back.
(SeeIChapter II for a detailed definitionj;:" |

Table CDh-US2- gives data on net capital outflows from the United
States for direct investment in Canada during the perlod from 1946 to 1967.

‘ A_breakdown by major industrial group is also given.
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Over the period.of study, net.capital outflows_from.the U_S,_have
shown considerable fluctuatione. Immediately following the war these flows
were somewhat limited, averaging $ﬁS 58 million from 1946 to 1948, partly as
a result of~exchenge'restrictions“which existed in Canada at that time. With
the turn into the 1950's d.S. interest in.Canadian resource - industries
increased significantly and capital movements increased. Appreciably influ-
enced by petroleum developments, these net capital outflows reached $US 678
million in 1957. They then declined to $US 298 million in 1964, in which

year few capital additions were being made to the petroleum industry.

] Substantial increases were again. recorded in 1965 and 1966 when

these flows reached $US 962 million and $US 1,135 million reqpect1ve]y
Theése flows were substantial for all four industrial 8roups. According to .
Uu.S. eourcesfsomething like a.fifth of the floﬁs for these years can be
traced to the Canada - U.S5. auto agreement of January, l965; As a resull of
this agreement, U.S. net capital outflows to the Canadian transportation
equipment industry rose from the SuUs 48 million recorded in 1964~to $US 173
million in.1965:and SUs 246 million in 1966, | | |

Total net capital outflows fell .to $US 392 million in 1967, ln thatA
.year,»inflows to the transportation equ1pment 1ndustry were replaced by a net
outflow of $US 73 million.

The resource industries’were the major recipients_ofcnew U.S. funds
for most of the period. As can be seen from Table CD-US2, for fourteen of
the eighteen years up to and including 1963~net capital outflows from the U.Sa
into Canadian mining and smelting_and into petroleum were over half of the
total. For the period from 1947 to 1963 inc1u51ve, $US 5,893 million of new’
capital came in, of which SUS. 3 600 million, or 6l.1 per cent wént to mining
and smelting and to petroleum. From 1964 to 1966 inclusive, manufacturing and
other industry predominated with -$US 1 723 million out of a total of SUs 2,395
~million, or 7l 9 per cent. In l967, the resourcegindustrles predomlnated once
more, | |

Table ‘I1I~3 below shows net cap1ta1 outflows from the U.S. and "the
annual change in thelbook value of U.S. investments in Canada from 1947 to 1967.
OutfloWs are ekpreesed as a percentage of annual'change in value,-but‘care should

be taken when interpreting the‘percentage figures, for reasons outlined below.
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TABLE III-3

NET CAPITAL OUTFLOWS FROM-THE U.S. AND ANNUAL GROWTH
IN THE VALUE OF U.S. DIRECT INVESTMENT IN CANADA 1947-1967

Year Annual Change S - .Net Capital Column (2) as
in Book Value . Outflows a Per Cent of
: Column .(1)
(millions of U.S. . (millions of U.S. (per cent)
dollars) : dollars) ‘
(;) ‘ - (2 ‘ (3).
1947 _ 143 . . -39 : 27.3
1948 . 290 88 30.3 -
1949 [~ 263 _ 100 o 38.0
1950 . 220 : 287 : 130.4
1951 |- 390 ‘ © 235 : 60. 2
1952 | 672 ' 430 - 64,0
1953 . 708 404 ' , 57.1
1954 694 : . 408 - : 58.8
1955 718 o | 353 - 49.72
1956 1,034 601 . 58.1
1957 974 : 678 69.6
1958 - 701 421 - . 60. 1
11959 | 840 417 . 49.6
1960 869 S 451 51.9
1961 423 , 302 71.4
1962 - 531 ' 314 : . 59.1
- 1963 " 911 ' - 365° ' . 40,1 .
1964 811 E 298 : 36.7
1965 1,463 . . 962 ‘ 65.8
1966 - 1,681 - 1,135 ' 67.5
1967 | -~ 1,070 ‘ B 392 | 3646

. 'There were 1arge fluctﬁations in thé percentage.k_One_reason'fof
this is thgt another major cohtfibutqry factor, retained earnings, is also
.sﬁbject'to major flucfuationg;.'Another is that the annual change in book
value is affected by éééountiﬁg édjustménfs; and.aléo by changes in the rate
of exChange,insdfar as the étatigticians.have‘incorpdrated.values invCanadian
doliaré in tﬁéir bésic acébunts. Yef another reason is that éhanges in the
- value of investmeht are affecféd by capital movements betwéen.éffiliafes in
the hosﬁ counfry and thifd count;ies, whereés nét capital outflows relate
éolely:to.transactions between tﬁe host country and the U.S. The peréentage
for 1950 appears'fo be a stafiéiical éﬁomalyl It coincides with a_hew census

~in that year.
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Too much stress should not be put on any individual percentage

figure for the contribution of net capital movements to the growth in total

_U.S. investment, bﬁt over the period the data clearly indicate that net

flows of new capital do not dominate the growth picture, and may at times
be a minor component,

New capital. funds can be applied either to direct investment in

- new developments, or to the expansion of an existing direct investment’

enterprise; or to investment in an existing enterprise not previously in
the direct investment category. The publications under review indicate
that new U.S. funds were in faét applied both to starting new ventures

and to expanding old ones.

_Earnings

The earnings of U.S. direct investment in Canada for the years
1946 through 1967 are tabulated in Table CD~US3. These figures represent -

the potential returns accruing-pd U.S. equity investors. A breakdown by

‘major industrial groups is given,

Earnings on U.S. direct investment have shown a general upward

‘trend over the period of study. In only one case, 1957 and 1958, was there

a\dgcline for more than one year.. During this period of'economic recession
in Canada, earniﬁgsAfell from $US 745 million in 1956 16 $US 653 millign
in.l957 and~subéequeﬁtly to $US 569 million in 1958. Since then, eérﬁings
have improved each year, reaching $US 1,327 million in.1967;~ This rébresents

an increase of $US 1,117 million over that recorded in 1946, or an increase

.of 531.9 per.cent‘in 21 years.

In order to gain éomevidea of the profitability of U.S. direct
investment in Caﬁada, a rate of return was espablished by relapihg earnings
recbraed.in a given year to:book value.és.of December 31 of the'prévious
year. Table III<i4 below ouﬁlinés'the figures used and thé-resuits dbtaiﬁed.

These rates are repeated in Table CD;USBB, with a breakdown‘by major-indﬁstrial

groupse.
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TABLE IIl 4

RATE OF RFTURN ON U.s. DIRE(T INVESTMENT
' IN CANADA, 1947~1967

i

Year 1 Total Earnings : Total Book Value " Rate of Return
‘ - ' at 31 December R '
“of previous year .

(millions. of U. S. - “(millions of U.S. | (per cent) . -
dollars) : - dollars) :
(1) ‘ - (2) ~ (3)
1947 298 . - 2,663 I R O
1948 | 395 S 2,806 ERTAR!
1949 | 393 ‘ 3,096 | S 1.7
1950 445 ' ' >3,359. o 13.2
1951 420 ) 3,579 ' 11.7
1952 | 459 » - 3,969 LN
1953 ' - 502 ' . 1 . 4,641 _ 10.8
1954 ' - 488 . » B 5,349 9.1
1955 617 6,043 - 10.2
1956 w5 1 6,761 11.0
1957 - 653 . - 7,795 S Y1
1958 569 ' | 8,769 6.5
1959 - | 713 o 9,470 7.5
1960 : 718 : ~ 10,310 - 7.0
- 1961 726 11,179 6.5
1962 825 K 11,602 7.1
1963 - | 98 - . . 12,133 7.8
1964 1,106 13,044 8.5
1965 © 1,209 . 13,855 8.7
1966 1,237 | as,318 8.1
1967 - 1,327 o 16,999 7.8

.When interpreting theSeipercedtaées, itwls important to keep in mind
some iafluences, both definitioﬁal ahd etherwise' wﬁicﬁ‘may affect them.

Flrstly, earnlnga are based on- U S. equity ownership, but valde'
statlstlcs eontaln a. non-equity as well as an equlty element., Thla fact 1s-'
of varylné 1mportance in d1fferent years. Secondly, value figures also takeli

account of net part1c1pat10n in Canadian ownershlp by affiliates of thlrd

countries, but earnlngs data do not 1nclude earnrngsvaccrulng to-such afflliates, PRI

'This factor is believed to be of miﬁor‘lmbertadce; Both of these factors glve'a
dowﬁﬁard biaa to the perceﬁtagea.’" | |

A thirdACOnsideratlon is that when natural resources are dealeted
the value of investment is reduced accordingly, but no correapondlng deductron

is made from earnlnga_data. This factor glves an‘upward bias to the‘percentages.
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Apart from the statistical bias, the effect of changes in tax rates
should be borne in mind. |

The increase inil951:of the Canadian rate.of corporation tax was
accompanied.by a‘reduction in the rate of return on U.S. direct investment in
',Canada invthat year.

.The repercuasions'of proposed changes‘in.the U.S,.corporate tax rate,
such as the 1964 reduction, are”less readily identified, but the eapectation‘
ofxthis reduction is believed_to have increased the amount of subsidiary
ea%nings held undistributed,in"l963.. If ao, it will have left‘the value of
U.é. direct investment in Canada higher- than it would otherw1se have been,

H . . .

| It is clear that rates of return have been lower in the second . part
of the period covered than in the first. In\particular, from 1957 on, the -
rate has been below any rate recorded from 1947 to 1956. |

It‘haa.already been noted that; for the gr0wth of direct investment'.

itself, the higheat rates were also obaerVed'during the first decade.

Undistributed Suhsidiarquarninga C

. Of the earnings of United Statea subsidiaries, a'aubatantial pro-~
portion has been reta1ned for investment in Canada.' Undistributed earnings:
for the period from 1946 to 1967 are given in Table CD-USA. They consist of

accrued earnings 1esadgroaa dividenda declared. A‘breakdown by major indust-

rial grouplis given;

” andistributed earninga:of incorporated subsidiaries increased over
the period»under~review, with‘fiuctuationa, The bulk of themiwere.retained
in the manufacturing‘induatries.‘

The percentage of total subsidiary earninga which was retained cannot
be computed from the published data. Table IIIfS:below,relatea theiretained
earnings of incorporated aubsidiariea to the‘earninga~of'aii\affiiiatea,
whether incorporated or.unincorporated. The percentages therefore have a
downward biaa, as an expreaaion of percentage of earnings retained. This
* ‘bias will vary fromﬂyear to year,-depending on‘changea in the proportion
.of total earninga which are attributableTto those unincorporated enterprises
covered‘hy the data-on earnings;

| The only years for which an indication of the possible extent of

this bias can be obtained are the census yeara 1950 and 1957 In 1950;

v
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-coﬁﬁoh and preferred dividénds médé up 91;1.per cent of income paYménés;'
In 1957,_tﬁey made up 77.6 per cé?t. Brééch_profits made up 3.9 per cent
of iﬁcome paymen£s iﬁ 1950,‘aﬁd 10.0 per cent in 1957. Thé.reﬁaining 5.0 -
per cent in 1950 and 14.6 per cent in‘1957 congiéted of iﬁterest_payments,
Vbﬁt whether.thesé were in respect of ihcorporated §r~unincorporated subsgidi-
ariés is not_pﬁblisﬁed. It seems reasonablé to'assumé thaﬁ they were
predominantly froﬁ incorpdrafea subsidiaries. I£ ié true that in;oﬁe
pgymenfs have é;different statistiéal base from earnings, but these facts do
indicate that uninco¥§orafed enterpfises p?ovide a share of earningsAwhiCh
is variable, and reasonably'small; |
%A ~ The general indications ﬁrg.thué that earningsiof uninqqrporated\
éﬁéerpfiseS'are not great enough to invalidate thé percentages in Table III-5
for anaiytical purposes, but tﬁat these data shoﬁld be haﬁdied with caution.
TABLE - I1I-5
U.S. EARNINGS FROM DIRECT INVESTMENT IN CANADA AND

UNDISTRIBUTED EARNINGS OF INCORPORATED SUBSIDIARIES,
: 1946 to 1967 ' A

Year --|. Earnings from : Undistributed : “Column (2) as
Direct . - Earnings of _ Per Cent of
Investment : ~ Incorporated Column (1)
: : Subsidiaries
{millions of - (millions of "~ (per cent)-
U.S. dollars) o U.S. dollars) ' .
(1) @ ‘ (3
1946 - 210 _ _ 98 - - 46,7
1947 - . 298 : o 31 . : 44,0
1948 . 395 : _ o 213 S » 53,9
1949 : 393 . 1 144 " B K 36,6 -
1950 445 146 : Co 32.8
- 1951 ;. 420 ' 181 ' 43.1 -
. 1952 . 459 B 239 o » 52.1
1953 |- 502 ' 1 o301 ' - 60.0
1954 - 488 . 274 © 56,1
1955 . 617 1. 342 . 55.4
1956 | 745 , S 441 - 59,2
1957 |- 653 ‘ 357 L 54,7
1958 : 569 . . . | ‘ 279 : : 49,0
1959 - | 713 1 393 o 55,1
1960 -oons ) ‘ 389, - 54,2
1961 | 726 284, ' N 39.1
1962 - 825 ~ .. 368 N 44.6
S 1963 ). - 948 528, 55.7
1964 1 - 1,106 . R 498P' ' ’ . -45,0
1965 1,209 . . - SAOP_ . 44,7
1966 . | .. 1,237 - _ ‘ 539 : 43.6
1967 | -+ 1,327 . a0 48.5

P Preliminary estimate
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. The percentages of earnlngs retaioed ranged between 32 and 60 pet
cent, before allow1ng for the downward bias in the flgures. More than'half of
the earnings were retalned in the eatly and middle 1950'8, a period when the |
growth of U.S. investment waalatAits highestirate. The prouportion retained in
the l960's.was, ih general,'lower‘than that‘retained.iu the previo_usldecade°

Undistributed earnings made a signifieant contribution to the ér0wth:
of. st investment. Table III 6 below expressea them as a percentage of the

1ncrease in the book value of investment for each year.

ANNUAL GROWFH OF U.S. DIREGT INVESTMENT IN CANADA
_ AND UNDISTRIBUTED EARNINGS OF INCORPORATED SUBS IDIARIES ,
: L1947 to 1967

‘Year Growth of U.S8. = - Undistributed ) Column (2)
. Direct Invest- ' Earnings of | as Per cent
ment in Canada Incorporated- 5 ~ of Column (1)
o Subsidiaries ’ S :
" (millions of L (millions of o (per cent)
U.S. dollars) ‘ U.S. dollars) :
(1. S () ' A - (3)
1947 : 143 - 1 131 N E " 91.6.
11948 290 ‘ 213 ST 73
1949 L. 263 ‘ , 144 . - 54,8
1950 - 220 ' .. - 146 : o 6644
1951 | - 390 181 S 46,4
1952 . 672 - 239 35.6
1953 | 708 - ‘ 301 : 42,5
1954 S 6% . L2 ‘ 39,5
1955 - - 718 o 362 .. 47,6
1956 © 1,034 . B A ' - 42,6
1957 . 974 : - 357 . 36.7
1958 . 701 C279 , : 39.8
1959 - 840 .. . 393 ‘ 46,8
1960 - . 869 - | 389, 44,8
- 1961 | 423 e 284 S 67.1
1962 : 531 ~ N 368, 69. 3
1963 | 911 o - 528 58.0
S 1964 ) 811 ; L 498 . 6l.b
11965 : 1,463 ° 1 - 540 . 36.9
1966 1,681 R 5395, ; 32.1.
1967 . 1,070 . P YA o ~ © 60.2

P Prellmlnary estimate

- When interpretlng Table III-6, it should be remembered that the totals .

in it cannot be added to those in, Table III-3, since undistributed earnings and
net. Capltal outflows are not the only factors Wthh affect the increase in book 3
Value. Varlous accounting. adJustments affect the annual change in value among

other thlngs.
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Value statistics on UiS, ‘direct investment in Canada correctly

reflect the running down of natural assets in that allowances made against

~income for depletion are deducted. Earnings statistics.include proceeds .

from,running down’natural assets as a'currentlitem.._Monies.Coming in which
are due to depletion'are~inc1uded nith_current earnings, and no deduction is
made for depletion. As a result, the ratio of undistributed subsidiary
earnings to the annual increase in value ig.blﬁsed upwards as an expansion
of contribution to growth from current flons.’

Because of these various considerations, the precise significance of

the percentage relationship for any part1cular year cannot be established from

~ the published data. The safest conclusion to be drawn from Table III 6 is that

the'U;S. data indicate that retained earnings made a substantial”contribution

to the‘growth of U.S8. direct investment in Canada, ‘the significance of which

varied considerably from year to year.

Payment of Income

Data on payments of income to the United States from U.S. direct

investment in’ Canada from 1946 to 1967 are presented in Table CD—USS A break-

Adown by major industrial groups is given.

. Income payments rose from $US 148 million in 1946 to a two—year peak

of $US 295 milllon in 1949 and $US 294 million in 1950 then fell to $US 208

"m111ion in, 1953. Since then, the upward trend has been pronounced except for

two minor setbacks. The 1967 total of $US 790 million represented an 1ncrease

of $US 642 million, or 434 per cent, over the level of 1946.

The figures for- income payments cannot be added to those for undls—

tr1buted earnings to ‘make a total for total earnings because'

(a) (i)  Withholding tax is deducted before calculating
' income payments. ‘

(ii) Withholding tax is not deducted when calculating
‘ ‘ earnings and undistributed earnings.
(b) (i) Income payments include 1nterest and preferred

dividends on non-voting stock.

(i) Earnings do not 1nc1ude interest.

. The fact that earnings retained by branches are included in data for income pay—

ments does not invalidate the comparison because total branch earnings are
.1nc1uded 1ni(income payments +'undistributed earningS)_as well as in earnings

statistics.
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The income payments described above have a bearning on Canada's
international accounts. Another variable already discussed also has a

bearing on them.- It consists of net capital outflows from the U.S.

Comparing the énnuai'tdtals of these flows for the period from 1946 to

1967 yields the annual implications for the Canadian balance of payments of

this U.S. direct investment. Table III-7 below illustrates this effect. It

also repeats the annual percéntagé rate of growth of U.S. direct investment in

Canada, given earlier in Table III-1l.

TABLE III-7

CANADIAN BALANCE OF PAYMENTS AND SELECTED CONCEPTS
RELATED TO U.S. DIRECT INVESTMENT. 1946-1967

Year | Net Capital Payments of ‘Gontribution Percentage
: Outflows from Income to the Increase in
the U.S5. to Canadian Value of
' Canada Y Balance of “U.S. Direct
Payments Investment
, (1) - (2) B
(millione of | (millions of (millions of | (per cent)
U.S. dollars) | U.S. dollars) |U.S. dollars)
(1) . (2) (3 (4)
1946 47 148 -101 nea.
1947 39 203 - -~164 5.4
1948 88 223 -135 " 10.3
1949 © 100 295 ~195 8.5
1950 287 294 C =7 6.5
1951 235 236 -1 10,9 -
1952 430 223 207 16.9
1953 404 208 196 15.2
1954 408 - 238 170 13.0
1955 353 293 60 11.9
"1956 601 326 275 15.3
1957 678. 335 343 12,5
1958 421 315 106 8.0
1959 417 345 72 8.9
1960 451 361 90 8.4
1961 302 464 -162 3.8
1962 314 476 -162 beb
11963 365 455 -90 7.5
1964 298 634 -336 6.2
1965 962 703 259 10.6
1966 1,135 - 756 379 11.0:
1967 392 790 -398 6.3
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For each of the first six years after the Second World
War, payments of income by Canada exceeded net flows of capital

to Canada,.so the net effect on the balance of payments was negative.

>The first yeér in which cépital outflows from the U.S. exceeded

income ﬁa&ments wasg 1952.. This was also the year‘in which the
pérceqtage.grQW£h 6f U.S. investﬁent, at 16.9 per cent, reached itq
post-war maximﬁm. The positive.effectiﬁn the Balance of payments
.continuéd each year througﬁ 1960.. In 1961, the growth rate of U@S; |
dire;t investment droﬁpedAto 3.8 per cent, its post-war low, and the
balancé of paymenté:effect became negative. It remained negative
until 1965, when an ihcreasé:in'thé gfowth rate of direct investment

to 10.6 per cent coincidéd with the crossover toxa ppsitiye‘effect.

In general, positive éffects on.the bglanée of payments were concurfent
with high rétes of growtﬁ in the vélue of U.S. direct.invéstment, and

lower rates of growth were concurrent with negative effects on’ the

balance of payments. The lowest growth rate observed concurrently

with a. positive effect"oﬁ the balange.of paYmenté was_8.0 pérhcent

in 1958; .The_higheat growth rate obsérved ;qncurreﬁtlj with a

ﬁegative.effect on the Balance df béyménts was 10.9 per cent in 1951,
It would appear that, uﬁless‘the‘vélue of U.S..inVeetmeht

is to keep on increasing fast indefinitely,.the balance of paynents

‘effect Will settle down to be steadily negative in due course. Of
_coutse, even a high rate of growth in U.S. investment would not stopf»
the balance of payments effect from being negativé if it were,to be

financed exclusively or predqminantly from domestic sources.

.Table IiI-B cumulates thg quéntitative data in Table II1I-7

and'showé_that,'over the period of study, the cumulated contribution

.to.the balanice of paYments‘wés $US 406 million. -
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TABLE III-8

CANADIAN BALANCE OF PAYMENTS, NET CAPITAL OUTFLOWS
- FROM THE U.S. TO CANADA, AND PAYMENTS OF INCOME TO

. THE U.S., CUMULATIVE DATA, 1946-1967

(millions of u.s. dollars)

Year Cumulative Net Cumulative Cumulative
Capital Outflows Payments of Contribution to
from the U.S. Income the Canadian
to Canada Balance of

. Payments
(1) - (2)
) (2) (3)

1946 47 148 =101

1947 86. 351 ~265

1948 174 574 -400

1949 274 869 ~595

1950 561 1,163 -602

1951 796. . 1,399 -603

1952 - © 1,226 1,622 -396

-1953 1,630 1,830 =200

1954 2,038 2,068 -30

1955 2,391 2,361 30

1956 2,992 2,687 305

1957 3,670 3,022 6438

1958 . 4,091 3,337 754

. 1959 4,508 3,682 826

1960 4,959 4,043 916

1961 5,261 4,507 754

1962 5,575 4,983 - 592

1963 5,940 5,438 . 502

- 1964 - 6,238 6,072 166 .
1965 - 7,200 . 6,775 425
1966 8,335 -7,531" - 804

- 1967 8,727 8,321 406

At the end of l946,-tﬁé_?a1ue of U.S, direct investment in Canada

~ was $US 2,663 million. At the end of 1967, it was $US 18,069 million; a rise

of SUS 15,406 million in twenty-one years. Over the same twenty-one years,

the cumulativetcontribution to the Canadian balance of payments was SUS 507

million. Thus, the increase in the value of U.S. direct investment in Canada

exceeded the net contriBution‘of direct investment to the Canadian balance of .

payménfs by almost $US 15 billiéﬁ;

i/
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LPayménts for Fees and Royalties

Income payments are not the only flows of money out of Canada which

tesult lrnm‘fﬁreign direct iuvestmenf, althdugh they are the ones wﬁinh_ufv
mngt'cloarly attributable to the fact Lhat.Lhe direct investment exisls.
Paymgnts by.direct‘investmeﬁt enterpfises to their foreign parents for fecs
and>royalties alsb caﬁse_a drain on the bglange of payments. .In some cases
~of courée; simiiar‘paymenﬁé to the Same:foréigﬁ éorporations would occur

if the Canadian establishments were CanhdiaanOntrdlled.

Table CD-US6 shows paymenfs of fees and royalties by U.S. affiliates

in.Canada'to thgir parent firms in the U.S. for tﬁe‘years 1950, 1957 and

annuélly_fyom 1961 to 1967. A breakdown by.majof‘iﬁdustrial group is given.
_.Thesé ﬁayments were $US. 24 miilion in 1950, $US 60 million in

1957 and $US 102 millioﬁ in 1961; Since tﬁen; they have increasea éach year;

fgaéhing SUS 243 miliioﬁ in 1967. ‘From-1961 to>1967 inclusive, these pay-

hents have cbst Cénada $US 1,155 millidn on her balance of péyments account:

with the U.S. |

~Table III-9 below presents the cumulative effect on the Canadian‘_

balance of payments from 1961 to 1967 of net capital outflows from the U.S.,

payments of income to the U.S., and payments for fees and royalties.‘

TABLE III-9

EFFECTS ON CANADIAN BALANCE OF PAYMENTS OF CAPITAL OUTFLOWS FROM THE
U.S., AND OF PAYMENTS OF INCOME, FEES AND ROYALTIES,

' CUMULATIVE DATA, 1961-1967

(millions of U.S. dollars)

Yeaf. Net Capital. Payments Contribution'| Payments to| Total Contribu-
Outflows ‘of Income - to Canadian U.S. for - Payments |[tion to
‘From. U.S. to U.S. . Balance of. Fees and | to U.S. [Canadian
' : . Payments Royalties | (2)+(4) [Balance of
(1) - (2) : Payments
(1 - (5)
(1) (2) (3 (4) (5) (6)
1961 ~302 - 464 -162 102 566 -264
1962 616 940 =324 216 1,156 ~540
1963 981 1,395 - - =414 350 1,745 -764
1964 1,279 2,029 -750 512 2,541 -1,262
1965 | 2,241 2,732 -491 697 3,429 -1,188
1966 - 3,376 3,488 | =112 912 4,400 -1,024
1967 3,768 4,278 - =510 1,155P‘ 5,4333 -1,665P

P Preliminary.
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Fof'£his pafticular period, thé cumulative balance of payments
effect of Capitgl flows apd income pqyments has been negative throughout,
with ‘a totalvédverse effect over the séveh years of over half a billion U.S.
dollars. When.ééymeﬁts»for fees énd royalties are added in,'thé adverse
effect becomes oyér SUS 1.6 billion.

At the end of 1960, the value of U.S. direct investment in

Canada was $US 11,179 million. At the end of 1967, it.was $US 18,069

P - .
million. This incréaée of $US 6,890 million occurred over a period

when there was an adverse balance of péyments effect of $US 510 million

when income payments alone are considered on the debit side, and .an

adverse effect of $US 1,665 million when payments for fees and royalties

are also included.

Clearly, it is not necessarily always true to éay that U.S.

direct investment in Canada has a favourablé effect on Canada's balance

of payments with the United States. It all depénds on the definition of

a favodrable éffect.
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‘industrial groupings. Those included in this study are mining and smelting,
“business investments in foréign countries indicate that the composition of
- are included under mining and smelting, because separate figures were not

‘available for the manufacturing operations undertaken by mining compahies._;;_

' The manufacturing sector is made up of those manufacturing industries

' category of other industry is the residual element.

of the post-war percentageé were higher than the pre-war percentages

recorded.

"steadilyffrdh 6.7 per cent in.1946 to,24.2 per cent in 1958. After'a.brief
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. .5, DiRECT INVESTMENT LNACANADA BY INDUSTRY GROUP
In order to pfd?ido an extensive account of U.S. direct invesrment

in Canada it is necessary io look at developments particular to the various

petroleum, ménﬁfacturing, and othef‘industry.

Introductory comments to the 1950 and 1957 U.S. surveys of

these groups has remained stable over time. All activities of petroleum
companies (productioﬁ,.refihing, marketing, and water and pipeline
"transportation);are included -under the one heading, petroleum. Smelting

and Tefining operations conducted.in connection with mining endeavours

1/

which aré;ndt included in petroleum, or in mining and smelting. The

The manﬁfaqturing group‘predominated throughout the period, as.
can be geen.from Table CD-US1C. After £h¢ Sécond{World War; the percentage
of U.S; difect investment:in Canéda>which wastinvested in manufacturing
ranged from a low of 43;2 té_a high of.53.0, according to the U.S. sources.

From 45.1 per .cent in 1946, it rose to a percentage peak of 53.0 in 1950,

then the percentage fell to 44.0 in 1958, aftér which it fluctuated. All

: The propbrtion;of U.S.‘diréct“ihveétment in Canada which.Was;

appliéd to petroleum&increASed.rapidly aftér;the Second World War, growing

'decline,'the post-war peak pefcehtage of 2hi.b per cent was reached in.1961. .

‘From 1964 oﬁ;”the perégntééé has'declined, being down to 21.1 per cent in

1967.

. The percentage of U.S. direct investment in Céhada devoted to mining

. and smeiting has-fluétuéﬁed wideiy. The post-war peak percentage was 17.4 per

cent in 1946. It declined to 9.3 per cent in 1950, fose to 13.6 per ceht in

. 1954, then fell to 9.8 per cent in 1957. After further fluctuations, it

ended the period on a rising trend in:the"IZ'per cent range,
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These virying percentages were observed within a total involvement
which grew in each of thevpost-war‘years. "The dollar values for the
individual industrial groups are.considered in the sections of the text

which follow.

" Manufacturing: -

. The value of U.S.>dirgctrinvestment in Canadian manufacturing
indusgrie5~incréased from $US 1,202 million in 1946 to $US 8,083 million

in 1967, an increase of 572.5 per cent. This was equivalent to ah average

‘annual growth rate of 9.5 per cent.

Téble.Cb-USI‘shows that tﬁe-value of U.S.Vdirecﬁ investmeht in
Canadian manufactﬁring iﬁcreased'éach'year'after tﬁe.Second.World Wér.
Tgble CD-USiB shows thaf the vélué of the aﬁﬁual increase varied-é.good
deél ffom year to year.. From 1952 on, it was‘always more than $US 200
million. It was above $US 400 million in 1956, 1959 and from 1963 to_i967.

| Tbe annuai percentage~rate of gfowth from 1947 to 1967 is shownvin

Tébie IV—l‘below.:lIt ranged~ffom-15.5 per cent £o‘4.6 per cent, and in
general 1qwer'rateé were ﬁbsgrved,in the second half of the périod than

in the first.
TABLE IV-1

ANNUAL RATE OF GROWTH OF U.S. DIRECT INVESTMENT IN
- ‘MANUFACTURING IN CANADA, 1947 TO 1967

Year| . 'Rate of Growth
" (per cent)
1947 10.5
1948 15.4
1949 7.2
1950 15.5
1951 5.9
1952 14.6
1953 10.3
1954 9.3
1955 11.4
1956 14.0
1957 11.3
11958 6.1
1959 9.6
1960 5.7
1961 5.2
1962 4,6 .
1963 8.4
> 1964 7.6
1965 10.9
. 1966 11.7
1967 5.3
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Net capital outflows from the U.S. were one of the factors which

contributed to this growth in U.S. direct investment in manufacturing.

Table CD-US2 indicates that, over the period of study, net capital outf{lows

. have shown sharp fluctuations, vafying betﬁeéu minus $US 9 million in 1946‘

and $US 549 million in 1966. Where the total is more than $US 100 million
it generally indicates thét new initiatives are being undertaken or existing

ones signi ficantly expanded. A high pfoportion of growth appears to have

‘been financed through undistributed subsidiary earnings. The U.S. Survey of

Current Business pays particular attention to the net capital outflows(of

the 1950's énd those thch occurred in 1965 and.1966.

In 1952 this véfiable reached $US 135 million. According to U.S.
sources, tﬁis.was due to the financial requirements of hydro-electric.power
projects and othef_faciiities which were needed for developing al@minum~. |
capacity, as well as to devel&pmenté in the chemical, paper and machinery
industries. These flows were feduced-considerably in 1953 té $US;45 milliqn
as the financing of the initial stéges of aluminum processing'wasicompletgd.
They reméined low until 1956 wﬁen net capital out flows reached $US 149 million

as the same industries in whiéh new capital.inﬁestments had been high in

1952 received additional capital outflows from U.S. investors. These net

capital‘movements continued_at;a high level in 1957, reaching $US 184 million
as largeé outlays were made by a few pulp and paper-gdmpanies.
The‘significant growth of direct investment in the paper, chemical, -

and primary.metal industries was temporarily slowed in 1958 as a certain

‘amount of excess capacity begéh to prevail at the gsame time that the
‘Canadian economy encountered an economic downturn. However, with the upturn

in economic édtivity in 1959; these flows returned to the heights

charactefistic of‘the 1956-57 period, reaching_SUSA146 million;l

Thus, the chemical, pfihary metal,. and paper industries were the

“main destinations fof_these'large net capital outflows which did occur

during the 1950's. The interest shown in these .developments made them the
three leadihg grbups in terms of value of U.S. direct-investment-iﬁ‘Canadian

manufacturing.' of the-three, chemicéls made the greatest advances, the

value of U.S.~direct invéstment in thiskindﬁstry,ﬁoVing from $US 198 million

" to 1950 to $Us 817 miilion"in;196QQ
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U.S. direct investment in manufacturing in recent years has been

substantially influenced by the Canada-U.S. auto agreement of January,
1é65, according to the U.S. Departmenﬁ_of Commerce. A substantial portion
of the 1arge netA;apital outflows recorded in.1965 and 1966 is attfibuﬁed
to»ihe signing of this égreemeﬁt. Total outflows to manufécturing were
$Ué 395 million in 1965 and $US 549 million in 1966. Outflows to the
Canadian trahSpoftation equipment indugtry climbed from $US 48 million in
1964 to $US 173 million in 1965 and $US 246 million in 1966 as a regult
of this agreement. In addition, net capital outflows to the Canadian
paper industry doubled tb $US 126 million in 1966 from the previous year's
level of SUS 62 million.

: Iﬁ is interesting to note that while net capital outflows to
the tranéportation equipment indusfry averaged better than $US 200 million
in 1965-66, a net capital éutflow of minus $US 73 million (net inflow to
the U.S. of SUS 73 million) wés réco;ded ffom this industfy,in:1967.
According to U.S. sources, the settlement of an anti-trust case in the
food proaucts industry reqﬁired the liquidation of a U.S. owned Ganadian
outlet and reaultéd in a further inflow to the U.S. of $US 33 million in
1967. These two factors were thﬁs mainly responsible for the low Aet
capital outflow figure of $US 25 million recorded for manufacturing in
A 1967.. In response ‘to these developments,.the annual growth of U.S.
direct investment in Canadian manufacturing that year fell ;o 3uUs 408
million, its lowest‘level}sincé 1962. | |

| Table IV-2 below"ﬁhows the annual growth in the value of U.S.
direct investhent’in Canadian manufactﬂriﬂé énd the annual net capital
outflow from the U.S. to Canadién manufgctu:ing from 1947 to 1967. The
difficuities of-establiehing a relationship between thése variablés,-

. because of problems .of definitién, are outiined~in the remarks on

Table III-3 in Chapter III. As a result, the relationship expressed in

~ column (3) is difficult to énalyse for any particular year. H&wever, it
abpears aafe to say that net,capitél outfiowsAhave usually played a minér
role in tﬁe growth éf U.,S. direct invéstmeﬁt in ﬁanﬁfaéturing. Whatever
the role ﬁay haﬁe-beén, it seems to have Qéried cbnside?ably.from yéaf

to year.
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TABLE IV-2 -

NET CAPITAL OUTFLOWS FROM THE U.S. TO CANADIAN MANUFACTURING
AND ANNUAL GROWTH IN VALUE OF U.S. DIRECT INVESTMENT IN
CANADIAN MANUFACTURING, 1947 TO 1967

Year Annual Growth . Net Capital Outflows . Column (2) as -
in Value From the U.S. Percentage of °
K , : L , ’ . Column (1)
(millions of U.S. dollars)] (millions of U.S. dollars) (per cent)
(1) . (2) ‘ _ (3)
1947) ' 126 o 13 10,3
1948 204 43 21.1 -
1949 1o - ‘ 7 : 6.4
1950| 255 } 88 : 34,5
1951 112 o -39 : 34,8
1952 294 . 135 45.9
1953 237 ‘ - 45 19.0
1954 - 237 73 ' 30.8
{1955 - 316 . 84 : 26,6
1956 433 . 149 _ 34.4
11957 -~ 398 A _ 184 ' 46,2
1958 240 : 72 30.0
1959 - . 401 _ 146 _ . 3644
1960} - 262 _ - 29 : 11.1
11961 249 , ©117 : 47.0
1962 236 , : 12 - 5.1
1963 - 449 ’ 120 . 26,7
1964 437 140 . 32.0
1965 674 : 395 . "~ 58.6
1966 - 803 549 68.4
1967 ‘ 408 25 - 6.1

The da;a for undistribu£ed subsidiary earnings given in Téble CD~U84
' appear to indicafe tha£ undistribufed subsidiary earnings ﬁlayed a larger role
in the increase of manufactufing inveétments'than did>net ;apital oﬁtlayé. In
only four years were net éapital_éutflowé greater than undistributed.subsidiar§:
garﬁings, 1950, l957, 1965 and 1966. Iﬁ most yeéfs? uhdisipibuted subsidiary
earnings were §ub9tantiallj.greatgr thaﬁ:net capital outflows to Canada,v No
detaiied compéfigqn is possible,,becéusé of the éonceptua17differen;es already -
_diséussed~in.0hé§ters II and III. | |
| The'éarnings.from direct investment in manufacturing are given in

Table'CD-US3.' They were substaﬁtiai‘thrqughouﬁuthé'period, and incpeased wi&ﬁ

~a fluctuating trend from $US_133_million in 1946 to $US 613 million in 1967,
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Rates of return are given_in Table CD-US3B. Returns to investment
in this industry group were high, and were above the overall rates for direct
investment in evefy year, although almost.down to average by 1967. From
1947 tq 1956, rates of return ranged from Zl.b per éent down to 11.7
per cent; "After that, they never rose as high as L1.7 pexr cent again.

From 1957 to 1967,_they fénged from 10.5 per cent down to 7.5 per cent.
During thé last fouf yeéfs of fhe period, mining and .smelting overtook
manufacturing and becéme the most profifable industrial group.

Out of eérnings, some were fetainéd for use in the business.

Table CD-US4 gives the data for undistributed subsidiafy earnings, -but

a difec;'comparison with total earnings is not possible, for reasons

ogtiined in Chapter III. It is, however, clear that a substantial proportion
of_earniﬁgs was rgtained.

Incomé payments from this sector are given in Table CD-US5. In
-ggneral, they have kept pacé with earnings, incregsing irregulgrly from $ﬁS
80 millibn iﬁ 1946 to a peak of $US 354 million in 1966 then down to |
$US 296 million in 1967. As a percentage of earnings data they stayed
within the 32 to 71. per cenf.range. -

U.S5. sources attribute some of the Variatiéns in income.payments”
to the folloﬁing reasons. The thirty per cent increase in Canadian éorporate
income tax rateé in 1951 had their impéct as income payments fell‘byA$US
47 million from $US 211 millioq in 1950 to $US 164 millién'in 1951. The
developments in the primary metal industry noted abo&e caused an incfeasé~
in undistributed subsidiary éarnings in 1952, with the result that income
" payments fell by a further $US 25 million. After establishing a certain
deéree_of payment stability in the 1957-62 period, some companies responded
to the reduction in U.S. corporate income.tax rateS-which was expected in
1964 by postpoping £963 income payments. As a resulf, income payments in
1963'.fe11 by $US 29‘millio;n to $US.192‘ million.

- Naturally, flows of capital from the U.S. and payments of income
to inveétors.there affectéa the Canadian balance of paymenfs, Table IV;B
‘: illuétrates this, and_aiép repeats the figureé forrannual growth in the

value of direct investment which were given previously in Table IV-l..



©

- 32 -

TABLE IV-3

EFFEGTS ON CANADIAN BALANCE OF PAYMENTS OF TRANSACTIONS
RELATED TO U.S. DIRECT INVESTMENT IN THE CANADIAN -
: MANUFACTURING INDUSTRY, 1946-1967

Year | Net Capital Outflows Payments of Income | Contribution to Annual Rate
From the U,S. . to the U.S. the Canadian - of Growth of
' Balance of Pay- Direct
: , ments (1)-(2) Investment
(millions of U,S. (millions of U.S. (millions of “(per cent)
dollars) dollars) U.S. dollars)

(1) . (2) (3) (&)
1946, -9 80 -89 n.an
1947 13 106 -93 10.5
1948 43 123 -80 5.4
1949 | 7 179 ~172 707
1950 88 211 ~123 15,5
1951 39 164 -125 5.9
1952 135 139 -4 14.6
1953 45 146 -101° 10.3
1954 73 138 ~65 9.3
1955 84 170 -86 11.4
1956 149 130 19 14,0
1957 184 171 - 13 11.3
1958 72 188 =116 6.1
1959 146 206 -60 9.6
1960 29 176 -147 5.7
1961 117 213 -96 5.2
1962 12 221 -209 4.6
1963 120 192 -72 8.4
1964 140 269 ~129 7.6
1965 395 315 80 10.9
1966 549 354 - 195 11.7
1967 25 296 =271 5.3

Payments of income to U.S. investors exceeded net capital flows from

the U.S. in all of the years covered except four. The overall'excess of income

' payments by Canadians over capital received by Canadians from 1946 through

1967 was $US 1,731 million. Of the four yearsvin which positive contributions

were made to the balance of payments, two years, 1956 and 1957, provided minor

contribitions. The substantial contriButions of 1965 and 1966 were aided -

by large capital flows to the transportation equipment industry attributed to

the automobile agreement. Against this, the large negative effect in 1967

was also contributed to by net capital withdrawals from the transportation

equipmentAinduétry.
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Negative offvctg-nh the balance Qf payments wéfe observed even in
maﬁy years of higﬁ growtﬁ rates for Lﬁe value of direct investment. No
favourable effect was observed with a growtﬁ ?ate of less than 16 per cent,
-but.adverse effects were still observea,wifh growth rates as high-as 14.6
per .cent in 1952, lS.é per ceﬁt in 1948 and 15.5 per cent in 1950. The
15.5 per cent growthvrecordea in 1950 may contain some element of statistical
adjdétment,,as the?e was a census in that year. Also, the change iﬁ value
~of invéstment“during_that year may have been affected by cﬁanges(iﬁ«the :ate:-%
of fotéigﬁ.exchange, as may the éhange ;n»1952.'

At the end of l946,-the.Va1ué of U.S. direct investment in €Canadian -
manufacturing was $US 1,202 million. By ‘the end of 1967, it had risen to
Sus 8,083 million, an increase of $US 6,881 &illion; During the same
period of tWéntyeQne years, payments of income from Canadian manufacturipg
_to U.s. inQésﬁors exceeded net capital éutfloWs.from the U.S. to Canadién
manﬁfac£uriﬂg by $US 1,642 million;

fhus, aﬁ increase in tﬂé value of U.S._direct investment in
manufacturing of $US 6,881 millioﬁ7wés associated with an adverse effect

on Canada's balance of payments of $US 1,642 million.

Petroleum

As Table CD—USl‘illustrates, UsS. direct investment in the
Can&dién petroleum industry hés increased subgtaﬁtially in the post-war '
. period, particulér;y since 1950.

'Immgdiately after the war these investments were $US 178 million.
Thgy'incré&éed eacﬁ yéar<until 1967, whenrthey~weré valued at $US'3,819
millipn; anvincreasé of $US 3,641 miilion.oyér.i946.‘ This was an increase
Qf'2,046 ber\éent iﬁ 21 years, dr‘an‘;veragé annual increase of 15.7 ﬁer cent.

The net ahﬁual.éhange is‘given in Table CD-US1B. Increases of -
éver $US‘206"hillidn éccu£tea each year from 1953-to 1958, in 1963, aqd

in 1966 and 1967.
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The annual percentage change is given in Table IV-4 below. The

‘year of fastest growth was 1951, at 34.7 per cent. From 1948 to 1956, tLhe

- rate of growth never dropped below 18.5 per cent. From the 1956 rate of .

27.4 per cent, growth rates dropped to 7.6 per cent in 1959. From then
on, they did not rise above 9 per cent. Growth of 2 per cent or less was

observed in two years.

TABLE IV-4

ANNUAL RATE OF GROWTH OF U.S. DIRECT INVESTMENT
' IN PETROLEUM, IN CANADA, 1947 TO 1967

Year o Rate of Growth
(per cent)
1947 16.8
1948 ) . 31.7
1949 : - 27.4
1950 : 19.8
1951 - 34,7
1952 27.7
1953 : 30.9
1954 23.8
1955 18.5
1956 . 27.4
1957 : “14.6
1958 ©13.7
1959 7.6
1960 8.0
1961 6.2
1962 1.7
1963 9.0
1964 2.0
1965 5.0
1966 7.5
1967 5.8

Net capital outflows for direct investment in petroleum were

. substantial during most of the post-war years, as can be seen from Table

CD-US2. The highest"sums WeréAsépt:to Canada in thé mid-fifties. As will
be seen later, these outflows we;é,the major source of funds for financing
the rapid growth of direct invéstment in this sector. One reason is that,

according to U.S: sources, the substantial sums needed to undertake new

commitments and -expand existing ones could in many cases be best obtained

from the U.S. parent. Another reason may arise from the statistical definitions

 used in the U.S. when Handling:the operations of branch plants for balance of.
'pgymenté purposes. All of the‘prOfits>of branches are assumed ﬁo be returﬁed

to the U.S.. Rétained prbfits theréfore appear both as income paid and as a
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balancing outward flow of new funds. The high proportion of branches proesent

in this industry, especially in the earlier years covered, would thus give

~ an upward bias to the data for outflows of funds from the U.S.

With the initial interest shown in 1950 and the subsequent .developments

in Western'Canédé, net cépital outflows to the petroleum industry picked up
considérably in comparison to wﬁat they had been in the 1946-49 period. In
1956 these flows reached a-post war peak of $US 302 million, an evéht the
U.S. Depgrtment of Cémmerce attributes to new pipeline exﬁenditureé and the
takeovér of‘a Britisﬁ subsidiary by U.S. interests. Since that date, the
SQms'going to the pe%roleum‘industry have tapered offAsomehwét, a development
attributed to marketing difficulties and to the completion of major‘phases

- of development. The acquisition of additional Canadian interests in 1962

caused a larger flow. In 1964 these capital outflows fell to $US 25 million,

their lowest level since U.S. enthusiasm had been aroused in the early 1950's.

Table IV~5 below presents the data for the annual change in value
of U.S.‘inyestment in ﬁetroleum in Canada and for net capital outflows from
- the U.S,. .When interpreting the'relafionships between these concepts, the
quélificagion outlined in Chapter III when'dealing with Table III-3 should
Abe'borne‘iﬁ hind.

| The figures for net éapital out flows exceeded the figures for

.the annual increase in investment for sevéral years in the period, being
more than three times the.increase on ohe occasion. It is difficult to
assess thg,precisé siénificance,of column (3) of Table IV-5, but it dﬁes seeﬁ
‘safé to say that net oﬁtfiows of capital from the U.S. played a major part |
in.éxpanding U.S. investment in petfoleum and.that they played aziarger
_ part‘fhanvfhéy did in the case of the other industrial groués. |

The earnings accruiﬁg.to~U.S.‘direct‘inveétment‘in this industrf
group,establishéd-an ifregular pattern over the period of study, as can be
seen from Table CD-USé. Uél;o 1957 these returns varied considerably, and
.reached.twd isolated high‘values of $US él miilion'in 1956 and $US 112
million in 1957. They ﬁropped to $US 57 million in 1958, and after that
increased'eaéh year‘tp the end.of‘the period, gf $us 207 million.‘<Low
values from 1950 to 1954 are believed to have been influenced by chéfging

off exploratory expenses against revenue.
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TABLE IV-5

AND ANNUAL GROWTH IN VALUE OF U.S. DIRECT. INVESTMENT

IN PETROLEUM, IN CANADA, 1947-1967

Annﬁal.Gfowth

Year. Net Capital Outflows Column (2) as
in Value from the U.S. Percentage of
o Column (1)
(millions of U.S. (millions of U.S. (per cent)
dollars) ' dollars) *
- (1) (2)1 (3)
1947 30 36 120.0
1948 66 43 6h.2
1949 75 33 44,0
1950 69 122 176.8
1951 145 125 86.2
1952 156 125 80.1
1953 222 185 83.3
1954 224 194 86.6
1955 216 161 7445
1956 378. . 302 | 79.9
1957 257 250 97.3
1958 2717 . 237 85.6
1959 174 115 66.1
1960 197 135 . 68.5
1961 164 100 61.0
1962 47 159 338.3
§ 1963 259 188 72.6
1964 62 C25 40.3
1965 160 179 111.9
1966 252 154 61l.1
1967 211 115 4.5

Income payments, like earnings, increased with the growth of

Ainvestment in petroleum. Table CD-US5 shows that in the period from 1946

-tofl949, these payments never rose above $US 11 million. From 1950 to’

1954, they wére.negative, a deveiopment which the.U.S. Department of

Commerce attributes to the charging of exploratory expenses against branch

profits, all'of‘which are treated as if they were a part of income. Since

" 1954, -these paymenfs have increased with fluctuations to réagh‘$US~132 ‘

million in 1967. .

The implications for the Canadian balance of payments with . the

U.S. of direct investment in Canadian ?etroléum are. indicated in Table

IV-6 below.
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TABLE 1V-6

EFFECTS ON CANADIAN BALANCE OF PAYMENTS OF
TRANSAGTIONS RELATED TO U.S. DIRECT INVESTMENT
IN THE CANADIAN PETROLEUM INDUSTRY, 1946-1967

Year | Net Capital Payments of .- Gontribution to Annual
: Outflows from “Income to the Canadian Growth in

the U.S. ~ the U.S. " Balance.of Pay- Direct

. ‘ ments (1)-(2) , - Investment

(millions of | (millions of (millions of U.S. (per cent)

U.S. dollars) | U.S. dollars] dollars)

(1) - (2) (3) (4)
1946 13 5 8 n.a.
1947 ‘ 36 6 30 16.8
1948 43 8 35 . 31.7
1949 33 11 22 27.4
1950 . 122 -3 125 . : 19.8
1951 125 A - 17 142 34.7
1952 C12h ' - 20 145 : 27.7
1953 185 : - 22 207 . "30.9
1954 | 194 - 11 | 205 | 23.8
. 1955 161 - . o4 157. - 18.5
1956 302, 29 - : 273 B 27.4
1957 250 ' . 56 194 14.6
1958 237 . 27 210 13.7
1959 115 41 - 74 7.6
1960 135 ‘ _ 60 75 ~ 8.0
1961 100 : 78 22 6.2
1962 | 159 ' 79 80 1.7
1963 188 " . 80 - 108 9.0
1964 25 118 . - 93 2.0
1965 179 - . 122, g 57 5.0
1966 154 112 - ' - 42 7.5
1967 |. S115 132 - 17 5.8

Net outflows ofAcapital‘from the U.S. exceeded payments of income
to the U.S..in all of the post-war years except two. Significantly, these
two were towards the end'of the period, and came in a sequence of niné.yea;s with
:qqmparatively_low.contributibns. From 1946 to 1949, the annual contribution
to the balance of péymenis was stitive but small. For the:nine yeérs from
:1950 to 1958, it was large, ranging from $US 125 million in 1950 to $US‘273
.miilioﬁ in 1956. For eéch of the nine years from 1959 to 1967, the annual
. contribution wéQ less fhan in any of the previous nine yearé; ranging
_from $US 106 million in 1963 to minus $US 93 million in 1964.

| | The niﬁe yegrs'of high céntribuﬁions to the balance of payments
-were'éisb_the last nine yeafé of a series of twelye years of high_rates
of gréWtﬁ iﬁ the~va1ue of U;S. directiiﬁfégtment in petrolegm. When the

growth rate dropped‘for_the last nine years of the period under review,
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the contribution of direct investment to the balance of payments dropped, and

negative contributions.began.to‘bctur.

Tﬁé ?alue of U.S.'direet investment in Canadian petroleum was
$US 178 millidn'at the end of 1946. At the end of 1967, it was $US 3,819
miliion, an increase of $US 3,641 million. Over the 21 years in which this
increaee‘occnrred, net éapitgl ontflows from the U.S. exceeded income
payments to the d.S. by SUS 2,093 million. The increase in U.S. direct
investment‘was thus eccompanied by .a substantial contribution to the
Canadian balance of payments; as measured by this particular conceptdof
contribution. It is no ceincidence that.this situation was accompanredvby
unusually high rates for the growth of such direet investment.

Mining and Smelting

‘From Table CD-USl it can be seen that the value of U.S. direct

- investment in Canadian mining and smelting fluctuated widely from 1946 to

1957, with a pronounced upwerd trend. After 1957, ithe value increased
each year. The value increased from: $US 463 million in 1946 to SUS 2,337
million tn 1967, an increase of $US 1,874 million, or 404.8 per cent. .This
was equivalent'to an average annnal growth of 8.0 per cent.

The ‘annual change in Vaiue is glven in Table CD—USlB This hes
varied con81derab1y from year to year, ranging from minus $US 185 m11110n 1nt

1950 to plus $US 248 m11110n in 1967. There was another substantial

decrease, this time by $US 146 million, in 1957. The two big decreases may

have been affected by the fact that 1950 and_1957 were census years, ‘with

a possibility of statistical adjuetment. Changes in exchange rates might

-also haﬁe‘éffected_them._'All"in all, the changes for this industrial group

“fluctuated more than was the case with petroleum, and considerably more

than was the case with manufacturing.
~The U.S. material surveyed associates iron ore discoveries with
increasing ‘U+S. direetninvestment'in.a number of instances, in particular

the increases obeerved in_the years 1952 and 1953, and in the period from

11958 to 1960.
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Table IV—? below gives the annual rate of growth,vwhich fluctuated
widely.'Growth.rétes were 10 per cént of.more from.i951 £o 1956, being
very high at‘38;9 per cent‘iﬁ 1952;‘ Apart frbm this,.there wa; no sustained

period of growth at 10 pér ceht oY more. -

TABLE IV-7

' ANNUAL RATEhOF'GROWTH OF U.S. DIRECT INVESTMENT
IN MINING AND SMELTING IN CANADA, 1947 TO 1967
I ' . . .
| ) )

Year . Rate of Growth
(per cent)
{1947 | 3.9
1948 1.4
1949 6.4
1950 . =35.6
1951 C21.6
1952 | . 38.9
1953 | 23.8
1954 17.8
1955 : 10.0
1956 , 10.8
1957 ~-14.6
1958 9.6
1959 16.1
1960 21.7
1961 3.2
1962: 8.9
1963 4.0
1964 10.6
1965 8.0
1966 12.8
1967 11.9

: Net.cabital'outfldwslto thié industrial group were variabig, as
Tablé CDfﬁSZ iﬁdicéteéf IThéyvexceeded $US 100 miLlion in 1952 and 1?53!
.i95§ and 1960, and iﬁ.1966’a6d 1967. .Irdn ore developments may Welishave
.influenced ﬁhe fifst two of»these‘ﬁairs of years. | ‘

| Table IV-8 presents the data for annual growth in valﬁe and for ﬁeﬁ
capitél out flows froh the U.S5." As alréady pointed out, the significance
‘of the.rélationship between. them. for any.oneAyear is very difficult toc
‘ assess, because of concéptuai prbblemsf However, it is clear that, over
the‘berida as a-wﬂole, nét Capital outflows were making a substantial
contribution to tﬁe growth of u.s. direct investment. This was probably
most ﬁronounéed ff&m 1952 to 1954 and from11958 to 1960, duriﬁé which

periods iron.ore_develépments.may well have hadjan influence.
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TABLE IV-8

NET CAPITAL OUTFLOWS FROM THE U.S. TO CANADIAN
MINING AND SMELTING AND ANNUAL GROWTH IN
' VALUE OF U.S. DIRECT INVESTMENT IN
CANADIAN MINING AND SMELTING 1947 TO 1967

Column (2) as per

Year Annual Growth Net Capital
in Value Outflows from U.S. cent ‘of Column (1)
(millions of U.S. (millions of U.S. (per cent)
dollars)’ dollars)

- (1) (2) (:3)
1947 18 -1 -3.0
1948 7 8 114.3
1949 31 13 41.9
1950 ~-185 29 -
1951 72 A1 56.9
1952 158 142 89.9
1953. 134 . 118 88.0
1954 124 94 75.8
1955 82 Y 51.2
1956. 98 . L6 46.9
1957 =146 60 -
1958 82 78 95.1
1959 <151 120 79.5
1960 236 199 84.3 .
1961 .42 .. 9 21.4
1962 122 85 69.7
1963 60 7 11.7
1964 164 91 55.5
1965 . 138 51 37.0
1966 238 172 72.3
1967 248 168 67.7

in Table CD-US3.
SUS 240 milllon in 1967, with considerable fluctuations in between.
1958 there has been a steady upward trend, broken only by a slight decrease

1n 1966,

Earhings from direct investment in this industrial group are giveh

These have 1ncfeased from S 28 million in 1946 to

Since -



A
_Undistributed subsidiary earnings from 1950 to 1967 are shown in
Table CDQUSQ. 'Althoﬁgh they caﬁhof be related.directly to the figuréé for
earnings, ‘it is clear thaL.the prgportion of éarnings retained was on the
lo§ éide.
Income payments, which are. shown in Table CD-USS, wére_greater
- than retaiﬁed'earnings for most Yeérs;i-AﬁélySis of the significance of the
g différeﬁtiais is gifficult‘bepausé of qénceptual problems; but in view of
the size of thefdifferences it seems likely that thé general practice was
to béy out mdre of eérnings‘as income tﬁan was retained for further
linves£ment.
Income pay@ents rose from $US'23Am1llioﬁ_in 1946 to SUS 154
. million in 1967, with flﬁcfgations in bétween, The effects on the Canadian
. balance of payﬁenté of.trangactions related to direct investméﬁt'in mining
and.smeltiﬁg‘éré shown‘in‘Tablé IV-9 below.
TABLE IV-9
. EfFECTS ON CANADiAN‘BALANCE OF.PAYMENTS OF

TRANSACTIONS RELATED TO U.S. DIRECT INVESTMENT IN THE
CANADIAN MINING AND SMELTING INDUSTRY, 1946 TO 1967

Year Net Capital Payments of Contribution to Rate of Growth
Outflows from| Income to . Canadian balance of Direct
the U.S. the U.S. of Payments (1)-(2) | Investment
(millions of | (millions of (millions of U.S. [ .(per cent)

U.S. dollars) | U.S. dollars)| -~ . dollars) ,
(). ) (3) (4)

1946 1 23 Co- 22 N.a.

1947 =1 26 c- 27 3.9

1948 8 . 34, .- 26, 1.4

1949 13 29 - 16 6.4

1950 .29 31 - 2. -35.

1951 : 41 : C 34 - -7 _ 21.6

1952 142 . 36 . 1060 . 38.9

1953 118 26 _ 92 . | - 23.8

1954 94 390 55 _ 17.8

1955 | 42 44 . -2 ©10.0

1956 46 . 46 - .0 10.8

1957 | 60 ' .40 : : 20 -14.6

1958 . 78 30 - 48 9.6

1959 120 32 ' . .88 16.1

1960 199 } .47 152 21.7

1961 . 9 .51 ' - 42 3.2

1962 | 85 . - 60. C.°25 8.9,

1963 | . 7 - 80 . . =73 4.0

1964 - 91 : o118 - .27 - 10.6

19651 51 " : 110 . =59 - 8.0

1966 172 - 120 : _ - 52 12.8

1967 . 168 ' © 154 . . 14 11.9
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In eleven years, net outflo&s of capital from the U.S. were
greaterlthan income flows eoming in, thus giving a favourable effect; in ten
&ears, the effeet was unfavourabie; and in one year there was a balance.
. The positive balances were greater than the negative ones, so ever the
period as a whole, the balance benefitted by $US 363 million.

For seven out of the ten years with positive‘balances, the rate
of growth of direct inVestment was-more than 10 per cent. For the ten yeats
~with negative balances, rates of growth can be established for nine. Out of
these nine years, eight had rates of growth of 10 per cent er less.

At the end of 1946, the value of U.S. 1nvestment in Canadlan mlnlng
| “and smeiting was $ﬁS 463 million: At the end of 1967, it was $US 2,337 .
million, The 1ncrease over 21 years was thus $US 1,874 million. During » !
these 21 years, the contrlbstlon of dlrect investment to the Canadian | o
balance of payments was §US 385 million,-or less than a,quarter of the
increase.

Other Industry

'Since this is a residual group, detailed study of the;data istlikely
to be 1ess rewarding than forfthe other gfoups. As Table CD- USlC shows,
1t has decreased from 30 8 per cent of U. S. direct investment in Canada in
; 1946 to 21.2 per cent in 1967, the lowest percentage in between being 19.4
‘per cent in 1956. For the last fifteen years or so, it has fluctuated about
the$20 per cent level.
It grew by 367.1 per cent from $US 820 million in 1946 to $US 3,830
million in 1967.
The ahnual change in value was variable. Figures in the $US 400
m11110n range occerred three times; in 1957 ($US 465 million), in 1965
($US 491 million) and in 1966 ($US 389 mllllon)
Outflows of. capltal from the U.S. were falrly low in most years,

as Table CD-USZ 1nd1cates. ‘They were high in 1956 and 1957 at $US 104

"million and 184 milllon “and in 1965 and 1966 at SUS 337 million. and 260.
million.
Earninés-rose fairly steadily from $US 40 million in 1946 to
.SUS 267 million in 1967, as Table CD-US3 shows. The rate of return varied
beihg iO peg cent'or more in the early nineteen fifties but lower at other

periods. Table CD-US3B shows this.



e e e e et

1946 to $US 125 million in 1967, with considerable fluctuation in

43 -

Undistributed subsidiary earnings rose from $US 26 million in -

between (Table CD-US4). Payments of income rose from $US 40 million

in 1946 to $US 208 million in 1967, also with considerable fluctuation

likely that more of the earnings were sent to the U.S: than were

retained in Canada.

(see Table CD-US5). After allowing for differences in concepts, it seems -

The contribution to the Canadian balance of payments is giVen_

in Table IV-10, together with the rate of growth of direct investment.

TABLE IV-10

EFFECTS ON CANADIAN BALANCE OF PAYMENTS

OF TRANSACTIONS. RELATED TO U.S. DIRECT INVESTMENT

IN THE OTHER CANADIAN INDUSTRY CATEGORY
: 1946 'TO 1967

Rate of

Year Net Capital Payments of Contribution to
Outflows Income to the Canadian Balance Growth of
From the U.S. U.S. of Payments (1)-(2) Direct
] . : ' Investment
(millions of (millions of (millions of U.S. " (per cent)
U.S. dollars) U.S. dollars) . _‘dollars) .
(1) - (2) (3) (4)
1946 42 40 2 ‘n.a.
1947 -9 65 - 74 - 3.8
1948 -6 58 - 64 1.6
1949 46 76 - 30 5.9
1950 49 56 - - 7 9.5
1951 - 30 55 - 25 6.7
1952 29 67 - 38 6.4
1953 55 58 - 3 "11.0
1954 48 71 - 23 9.2
1955 66 75 - 9 8.1
1956 104 122 - 18 9.1
1957 184 68 116 30.8 -
1958 35 71 - 36 5.1
1959 37 66 - 29 5.5
- 1960 - 88 78 10 7.9
1961 76 122 - 46 -1l.4
1962 58 116 - 58. 5.4
1963 50 103 - 53 5.8
1964 . 42, 129 - 87 5.7
1965 ©. 337 156 181 17.9
1966 260 170 90 12.0
1967 - 83 208 -125 - 5.6
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‘Paymeﬁt of income exceeded net capital flows from the U.S. in
seventeen out of the twénty-two years covered. Net.capital flo&s exceeded
‘income paymeﬁts_fiye times. ngf the beriod és a whole, transactidns related
to direqt investméﬁt in other industry héd.an adverse effect on the Canadian
balancé of payments of $US 326‘hillion.

0f the twenty~one years for which rates of growtﬁ of direct
investment are available, four‘showedvpositive contributions to the
balance of payments. The associated rates of growth were 30.8 per gent
in 1957, 7.9 per cent in 1960, 17;9 per cent in 1965 and 12{0 per cenﬁ
in 1966; In ﬁhe seventeen ‘'years showing négative,effects, growth rates
were léss than 10 per cent sixteen times aﬁd.theiother time the_growth
rate was 11.0 per cent.

At the end of i946,:thé value éf U.S. di#9ct invéstment_in other
Canadian industry was SUS‘SZQ{million. At the end of 1967, it was
- $US 3,830 million, an increasé 6f-$US 3,010 million in twenty-§ne years.
During that period, transactioﬁs rgléted‘to UfSa direct investment in othef
Canadian industry had an adverse éffect on the Canadian balance of payments

of $US 328 million.

FOOTNOTE :

1/ "Foreign Investments of the United States:. Census of 1950", Survey of
" Current Business Supplements 1952-53, page 37; U.S. Business Inveéstments
in Foreign Countrles, 1960, page 78. . '
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ANNEX A

U.S. DIRECT INVESTMLNT IN CANADA

- AS REPORTED BY U.S. SOURCES, - 1946~ 1967

Table

CD-USL:

- CD-US1A:

CD-~US1B

CD-USIC:

CD-US2:

CD-US2A:

Cb-US3:

CD-US3A:

CD-US3B:

CD-US4L :

CD-US4A:

CD-USS5:

CD-USbHA:

CD-US6:

CD-US6A:

Title

Value of Direct Investment in Canada By the United
~ States, by Industry Group, Selected Year-ends 1979- 43
and Annually 1946 67, in millions of U.S. dollars

Value of Direct Investment in Canada by the United
States, by Industry Group, Selected Year-ends 1929-43
and Annually 1946-67; in millions of Canadian dollars

Net annual change in Value of Direct Investment’in
Canada ‘by the United States, by Industry Group,
1947-67, in millions of U,S. dollars

Percentage Distribution of the Value of Direct Invest-
ment in Canada by the United States, by Industry Group,
Selected Year-ends 1929-43 and Annually 1946-67

'NetACapital‘Outflows'from the U.S. for Direct Invest-
ment in Canada by the United States, by Industry Group,
1946-67, in millions of U.S. dollars

Net Capital Outflows from the U.S. for Direct Invest-
ment in Canada by the United States, by Industry Group,
1946-67, in millions of Canadian dollars :

_Eafnings of Direct Investment in Canada by the United
States, by Industry Group, 1946-67, in millions of .
U.S. dollars . :

Earnings of Direct. Investment in Canada by the Unlted
States, by Industry Group, 1946-67, in mlllions of
Canadian dollars S .

Rate of Return on Direct Investment in Canada by the
f'United States, by Industry Group, .1947-67

Undlstributed Subsidiary Earnings of Direct Investment .
in Canada by the United States, by Industry Group, 1946~
67, in mllllons of U.S. dollars ~

Undistrlbuted SubSLdlary Earnings of Dlrect Investment
in Canada by the United States, by Industry Group,
1946~-67, in millions of Canadian dollars

Payments‘of ‘Income to the United States from Direct
Investment in Canada by the United States, by. Industry
Group, 1946-67, in millions of U.S. dollars

. Payments of Income to the United States from Direct
Investment in Canada by the United States, by Industry
Group, 1946-67, in millions of Canadian dollars

Payments for Fees and Royalties to the United States from

Direct Investment in Canada by the United States, by
. Industry Group, 1950, 1957 and Annually 196167, in .
millions of U.S. dollars '

Payments for Fees and Royalties to the United States
: from Direet.lnvestment'in Canada by the United States,
' by Industry Group, 1950, 1957 and Annually 1961-67, in
mllllons of Canadian dollars

Foreign Investment Division

Office of Economics
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TABLE CD-~USL

VALUE OF DIRECT INVESTMENT IN CANADA, BY THE UNITED

STATES,

'BY INDUSTRY GROUP, SELECTED YEAR-ENDS
1929-43 AND ANNUALLY 1946-67

(millions of U.S. dollars)

Year Total Mining and | Petroleum |- Manufacturing Other
' ‘ Smelting ' ' Industry.
(1) (2) ‘ (3) L (W) (%)
1929 2,010 400 55 | 819 ‘ 737
1936 - | . 1,952 239 108 ~ 799 - 806
1943 2,378 384 161 . 941 - 892
1946 2,663 463 178 1,202 . 820
1947 2,806 481 208 © 1,328 789
1948 -3,096 - 488 | 274 1,532 ‘ 802
1949 | = 3,359 519 o349 1,642 849
1950 3,579 334 . 418 1,897 930
1951 3,969 406 563 - 2,009 © 992
1952 ©4,641 564 | . 719 2,303 1,055
1953 :5,349° 698 941 . 2,540 - 1,171
1954 - 6,043 822 1,165 2,777 1,279
1955 . 6,761 . 904 1,381 - 3,093 1,383
1956 7,795 1,002 ‘ 1,759 . 3,526 1,509 .
1957 8,769 856 2,016 3,924 1,974
1958 9,470 938 ‘ 2,293 . 4,164 2,075 .
1959 © 10,310 1,089 - | - 2,467 4,565 . 2,190
) 1960 11,179 1,325 2,664 4,827 2,363
1961 11,602 1,367 . . 2,828 5,076 - 2,331
1962 . 12,133 11,489 2,875 5,312 ~ 2,457
~ 1963 13,044 1,549 3,134 5,761 2,600
. - 1964 13,855 1,713 . 3,196 6,198 | 2,748
' 1965 15,318 1,851 3,356 6,872 . 3,239
1966 16,999 2,089 . 3,608 - 7,675 : 3,628
1967 18,069 2,337 1 3,819 | - 8,083 - 3,830

Note: Figures may not add due to rounding.

SOURCE:  1929-1943:
19461949
1950-1959: .

- 1960-1967:
: Survey of Current Business, Oc'tober 1968, U.S. Dept. of
..Commeérce, Office of Business Economics, Washington, D.C.,

. United: States Business. Investments in Foreign Countrles,
- U.S. Dept. of Commerce, Office of Bu51ness Economics,

‘Washington, D.C., 1960, Table 5, page 93.

"Private Capital Outflows to Foreign Countries", Surve
of Current Business, December 1951, U.S. Dept. of

\ Commerce, Office of Business Economlcs, Washington, D.C.,
. Table 9, page 13. :

"Unlted States Balénce‘of Payments', Statietical Supple—”

ment (Revised Edition) to the Survey of Current Bu51ness,
1963, U.S. Depts of Commerce, Office of Business
.Economlcs, Washlngton, D C., Table 58, pages 210-215.

YThe Internatlonal ‘Investments of - the U.S. in 1967,

‘Table ‘6, page 26

Toreignh Investment Division

Office of Economics

bt .
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TABLE CD-US1A

VALUE OF DIRECT INVESTMENT IN CANADA, BY THE UNITED
STATES, BY INDUSTRY GROUP, SELECTED.YEAR-ENDS
1929-43 AND ANNUALLY 1946-67

(millions of Canadian dollars)l/

Year Total ~ Mining and Petroleum Manufacturing Other ;
. Smelting : “Industry
(D) (2) . _ (3) (&) ' (5)
1929 2,033 405 . | .56 828 _ 746 %
{1936 1,951 . 239 ' 108 - ‘ 798 805
1943 2,628 424 . 178 1,040 : 986
1946 2,670 AT 1178 1,205 822
1947 2,813 482 208 - 1,331 : 791
1948 | 3,104 . 489 ~ 275 1,536 : 804
1949 3,703 - 572 - 385 1,810 - ' 936
1950 3,791 354 443 2,010 985
1951 4,016 411 570 2,033 1,004
1952 |' 4,503 547 698 2,235 1,024
1953 | 5,209 680 916 -~ 2,474 1,140
1954 5,837 794 1,125 2,682 - 1,235
1955 | 6,755 903 1,380 - 3,090 1,382
1956 7,481 962 1,688 3,384 ' 1,448
11957 8,630 842 1,984 3,862 1,943
1958 9,133 905 2,211 4,016 . 2,001
1959 9,817 1,037 2,349 4,347 © 2,085
1960 .| 11,141 1,320 2,655 4,811 2,355
1961 | 12,106 1,426 2,951 - 5,296 2,432
1962 13,070 © 1,604 3,097 5,722 2,647
1963 14,095 1,674 3,387 ' 6,225 2,810
1964 14,878 1,839 3,432 - 6,655 2,951
1965 16,467 1,990 3,608 7,387 - 3,482
1966 18,424 2,264 3,910 8,318 3,932
1967 19,525 2,525 4,127 8,734 - 4,139

Note: Figures may not‘add due to rounding.: »
1/ See Annex B for the method of converting from U.S. dollars.

SOURCE: Table CD=US1

Foreign Investment Division’
Office of Economics
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TABLE CD-US1B

'NET ANNUAL CHANGE IN VALUE OF DIRECT INVESTMENT IN
CANADA, BY THE UNITED STATES, BY INDUSTRY GROUP, 1947-67

(millions of U.S. doilars)

Year Total Mining and Petroleum | Manufacturing Other
: Smelting T . Industry
(1 (2) (3 . (4) (5)
1947 143 18 _ 30 1 126 -31
1948 290 _ 7 66 . 204 _ 13
1949 - 263 31 75 _ 110 47
1950 220 ‘ ~-185 . 69 255 81
1951 390 72 145 112 62
1952 672 158 156 ' 294 63
1953 708 134 222 237 116
1954 694 124 . 224 ‘ 237 108
1955 718 .| - .82 - 216 . 316 104
1956 | 1,034 . 98 - 378} 433 126
1957 974 ~146 257 398 465
1958 701 82 277 240 101
1959 . 840 ‘ 151 174 401 115
1960 | 869 - 236. 197 262 . . 173
1961 . 423 42 164 249 ' -32
1962 531 122 ‘ 47 ‘ 236 -0 126
1963 911 60 _ 259 : 449 143
1964 811 164 62 437 t 148
11965 1,463 138 160 674 _ 491
1966 1,681 238 252 803 B 389
1967 1,070 248 211 408 - 202 -

Note: Figures may not add due to rouhdiﬁg.

SOURCE: Table CD-US1

Foreign Investment Division
Office of Economics.
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TABLE CD-US1C

PERCENTAGE DISTRIBUTION OF VALUE OF DIRECT INVESTMENT IN'CANADA,

'_BY THE UNITED-STATES,.BY INDUSTRY GROUP, SELECTED YEAR-ENDS
1929-43 AND ANNUALLY '1946-67

100

12.9

4b4.7

(percentage)
[Year - Total Mining and Petroleum [ Manufacturing Other
: . Smelting , Industry
(D) (2) (3) (4) (5)
(1929 100 19.9 2.8 40.7 36.7
1936 100 - 12.3 5.5 " 40.9 41.3.
1943 | 100" 16.1 6.8 39.6 37.5
1946 100 17.4° 6.7 4501 30. 8
1947 - 100 117.1 7.4 47.3 28.1
1948 100 15.8 8.9 49.5 25.9
1949 100 15.4 . 10.4 48,9 25.3
1950 - 100 9.3 11.7 53.0 26.0
1951 100 1 10.2 14.2 50.6 25.0
1952 100 12.1 15.5 49.6 22.7
1953 100 13.1. 17.6 47.5 21.9
11954 100 13.6 19.3 45.9 21.2
1955 100 13.4 20.4 45.7 20.5
1956 100 - 12.9 22.6 45.2 19.4
1957 100 9.8 23.0 44,8 22.5
1958. 100 9.9 24,2 44,0 21.9
[L959 100 10.6 23.9 4443 21.2
196Q 100 . 11.8 23.8 43.2 21.1
1961 100 11.8 244 43,7 20.1
1962 100 12.3 23.7 43.8 20.3
1963 100 11.9 24,0 44,2 ©-19.9
1964 100 12.4 23.1 4t 7 19.8
965 - 100 12.1 - 21.9 44.9 21.1
1966 100 12.3 ¢ T 21.2 45,1 21.3
1967 - 21.1 21.2

Noﬁe: Figufee may not add due to rounding.

SOURCE: Table CD-USL

=

Foreign Investment Division.

Office of Economics
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TABLE CD-US2

) ' " NET CAPITAL OUTFLOWS FROM THE U.S. FOR DIRECT INVESTMENT IN
= o C CANADA, BY THE UNITED STATES, BY INDUSTRY GROUP, 1946-67

(millions of U.S. dollars)

fear. |- Total Mining and Petroleum Manufacturing Other
' Smelting ‘ Industry| -

¢) (2) (3) NN (5)

1946 47 - 1 13 =9 42

1947 -39 -1 36 13 -9

| : 1948 . 88 .8 43 . 43 -6
| 11949 100 13 33 7 46
: o 1950 287 ‘ 29 122 88 49
1951 235 41 125 39 30

1952 430 142 125 135 ’ 29

1953 | . 404 118 185 .45 55

1954 | - 408 9% 194 73 - 48

1955 353 42 161 84 66

1956 601 46 302 149 104

1957 678 60 250 - 184 | 184

1958 421 78 - 237 .72 35

1959 | . 417 120 115 146 37

1960 - 451 199 135 29 _ 88

1961 ©302 ’ 9 100 117 , 76

1962 314 85 159 12 . 58
1963 1365 7 188 120 .50

1964 | 298 - 91 - 25 140 42

1965 962 ‘ 51 179 395 337

1966 | 1,135 172 154 549 - 260

' 1967 | 392 | . 168 15 | 25 83

Note: _Figures may not add due to rounding.

'JSOURCE 1946-1949: "Foreign Investments and Income", Survey of Current
: S - Business, November 1954, U.S. Dept.of Commerce,
Office of Business Economics, Washington, D.C.,
\Table 2, page 8.

1950-~1959: " "'U.S. Balance of " Payments", Statistical Supple-
' ment (Revised Edition) to the Survey of Current
" Business, 1963, U,S. Dept. of Commerce, Office
< of Business Economics, Washington, D. C., Table
50, pages 178 183,

1960-1967: "The Internatlonal Investments of the U.S. in 19677,
" Survey of Current Business, October 1968, U.S. Dept.
of Commerce,’ Office of Business Economics, Washington, -
D. C., Table 6, page 26,

Forelgn Investment D1v1slon R
Offlce of Economics



'NET. CAPITAL OUTFLOWS FROM THE U.S. FOR DIRECT INVESTMENT IN
' CANADA, BY THE UNITED STATES, BY INDUSTRY GROUP, 1946-67

51 -

" TABLE GD-US2A

~ (millions of Canadian dollars)l

Year

- TotaiA

‘Mining and’
Smelting

Petroleum

Manufacturing

Other
Industry -

(1)

@

(3)

(4)

(5)

1946
1947

1948.

1949

1950

1951
1952
1953

1954

1955

1956
1957
1958

1959

1960

1961
1962
1963
1964
1965
11966

1967

50"
39
88
103
313
247,
421
397
397
348
591
650 -
409
400
437
306
336
394
321
1,037
1,223
423

1
-1
8
13
32
43
139
116
92
41
45
58
76
115
193
9
91
8
98
55
185
181

14

36

43

34
133
132
122
182
189
159
297
240
230
110
131
101
170
203

27
193
166

124

-10
13
43
7
96
41
132
44
71
83
147
176
70
140
28
118
13
129
151
426
591
27

44
-9
=6
47
53
32
28
54
47
65
102
176
34
36
85
77
62
54
45
363
280
90

‘Note: Figures may not add due to rounding.

1/ See Annex B for the method of converting from U.S. dollars.

SOURCE: - Table CDwUS2

Foreign Investment Division

Office of Economics.




TABLE CD-US3

EARNINGS OF DIRECT INVESTMENT IN CANADA BY THE
" UNITED STATES, BY INDUSTRY GROUP, 1946-67

(millions of U.S. dollars)

Year -Total Mining and Petroleum Manufacturing Other
N ' Smelting - : Industry

(1) - (2) R (3) 4 1 (5
. frese | 210 28 _ -9 133 40
o (1947 298 36 11 - 197 54
| ~ 9as. | - 395 30 S22 279 64
1949 | - 393 37 | 6 277 73
1950 445 52 - 17 301 76
1951 420 68 3 268 ' 81
1952, | . 459 5. - | 12" 297 97
1953 502 4oy ] 14 - : 337 106
- 11954 488 57 ' 10 296 125

{1955 | 617 86 39 363 130

1956 | 745 97 . .91 398 158
- 11957 653 - 70 112 342 129
11958 | 569 . 37 57 349 127

1959 713 67 T4 : 438 , 134

1960 | 718 ' 88 ' 98 398 134

1961 726 96 114 : 360 . | 156

1962 825 97 121 , 460 N 147

L963 | 948 127 149 525 ‘ 147 -

1964 1,106 191 170 565 ’ 180

1965 | 1,209 198 . 183 ~ 606 > 222

1966 | 1,237 191 _ 196 628 222

] 1967 1,327 240 207 613 267

Note: . Figures m&& not add due to rounding.

195021959 :

1960-1967:"

_SOURCE:'~1946-1949{

"Foreign Investments and Income', Survey of Current:
Business, November 1954, U.S. Dept. of Commerce,
Office of Business Economics, Washington; D.C.,
Table 8, page 12,

"United States Balance of Payments", Statistical
Supplement (Revised Edition) to the Survey of
Current Business, 1963, U.S. Dept. of Commerce
Office of Business Economics, Washington, D.C.

. Table 53, pages 188«193,

"The International InQéstments of the U.S. in 1967",
Survey of Current Business, October 1968, U.S. Dept.

. of Commerce, Office of Business Economics, Washington,

D.C., Table 6, page 26 .

Foreign Investment-Division

. Office of Economics
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TABLE CD-US3A

EARNINGS OF DIRECT INVESTMENT IN CANADA, BY THE
UNITED STATES, BY INDUSTRY GROUP, 1946-67

(millions of Canadian dollars)l/

ear | Total Mining and Petroleum | Manufacturing Other
o - Smelting ~ ' 1 Industry

(1) 2 | @ . (4) )
1946 222 .30 10 L 141 42
1947 | - 299 - 36 _ 11 ' 178 - 54
1948 - 396 | .. 30- Co22 ' 280 64
1949 405 © 38 6 | 286 75
11950 485 f - 57 18 ‘ 328 83
1951 |- 442 72 ' 3 : 282 85
1952 449 53 12 291 95
1953 494 43 14 . 331 104
11954 475 56 10 : 288 122
1955 608 - 85 38 358 128
1956 733 | 96 90 392, 156
1957 | 626 67 _ 107 . 328 124
1958 | 552° .36 ‘ 55 339 123
1959 684 64 71 420 - 130

1960 | 696 85 : 95 386 130

1961 736 97 ©116. 365 158
1962 882 . 104 - 129 492 . | 157
1963 | 1,022 137 - 161 566 * 158
1964 1,193 | 206 - 183 609 194
965 | 1,303 o213 o197 653 -l 239
1966 [ 1,333 ‘ 206 211 676 ' - 239
(1967 1,431 259 - 223 - 661 © 288

Note: _Figﬁres,may noandd due to rounding.
1/ See Annex B for the method of converting from U.S. dollars.

SOURCE: Table CD-US3

' Fbréign-lnvestment Division
Office of Economics
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- TABLE CD~US3B

- RATE OF RETURN ON DIRECT INVESTMENT

IN GCANADA BY THE UNITED STATES,
- BY INDUSTRY GROUP, 1947-67

(percentage)

, Mining and _ Other

Year Total Smelting - Petroleum Manufacturing Industry’
(1) (2)° (3) (4) (5)
1947 | 11.2 7.8 6.2 16.4 6.6
- 1948 14.1 6.2 +10.6 21.0 8.1
1949 12.7 7.6 2.2 18.1 9.1
1950 13.2 10.0 4.9 18.3 9.0
1951 11.7 20.4 .7 14.1 8.7
1952 11.6 1 13.3 2.1 . 14.8 9.8
1953 10.8 7.8 1.9 14.6 10.0
1954 | 9.1 8.2 1.1 11.7 10.7
1955 | 10.2 10.5 3.3 13.1 10.2
1956 11.0 10.7 6.6 12.9 11.4
1957 8.4 7.0 6.4 9.7 8.5
1958 6.5 4.3 2.8 8.9 6.4
1959 7.5 7.1 3.2 10,5 6.5
- 1960 7.0 8.1 4.0 8.7 6.1
1961 6.5 7.2 4.3 7.5 6.6
1962 7.1 7.1 4.3 9.1 6.3
1963 7.8 8.5 5.2 9.9 6.0
1964 8.5 12.3 5.4 9.8 6.9
1965 8.7 11.6 5.7 9.8 8.1
1966 8.1 10.3 5.8 9.1 6.9
1967 7.8 11.5 5.7 8.0 7.4

SOURCE : Table CD-US1 and Table CD-US3

Foreign Investment Division,

Office of Economics.
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TABLE CD-US4

UNDISTRIBUTED SUBSIDIARY EARNINGS OF DIRECT INVESTMENT -
"IN CANADA, BY THE UNLTED STATES, BY INDUSTRY GROUP, 1946-67

- (millions of U.S. dollars)

- [Year Total Mining and Petroleum | Manufacturing " Other
' Smeltingl/ |’ ' Industry

(1) (2) @ @) (5)
1946 98 5 . 67 2e
1947 131 11 103 17
1948 - 213 22 170 ‘ S 21
1949 144 : ‘ 12 108 24
1950 146 18 20 85 23
J1951 181 30 - 20 101 30
1952 ©.239 14 31 160 C34
1953 301 16 - 36 195 A N4
1954 274 .21 . ' 25 165 . 62
11955 342 41 41 203 . ' 58
1956 441 49 - 67 276 49
1957 | 357 32 : 67 180 78
1958 279, 5 ' 40 - 168 o © 66
1959 393 32 A 240 - 78
1.960P 389 38 . : 46 234 ' 72
1961, | 284 37 | 51 YA 55
1962P" 368 37 33 | 230 68"
1963P 528 45 69 - 338 ‘ 76

1964P 498 77 . 54 : 289 78
1965P 540 86 : 66 283 106
‘ 1966P 539 67 89 . 274 109
1967 644 82 - 93 344 . ' 125

P Prelimlnary estimate

1/ 1nc1uded with "Other Industry" for the years 1946-49 inclusive

_SOURCE :

1946-1949:

1950-1960:

1961:

1962:

1963:

"Incdme_on International Investments of the U.S.™,
Survey of Current Business, October 1951, U.S.
Dept. of Commerce, Office of Businhess Economics,
Washington, D.C., Table 5, page 13.° :

"U.S. Balanceé of Payments'", Statistical Supplement
(Revised Edition) to the Survey of Current Business,
1963, U.S. Dept. of Commerce, Office of Business
Economlcs, Washlngton D. C., Table 55, page 200.

"Expan31on in U.S. Investments Abroad" Survex of
Current Business, August 1962, U.S. Dept._of .
Commerce, Office of Business Economics, Washington,
D.C., Table 3, pages 22-23. C

.M. S. Internatiohal Investments", Survey of Current
Business, August 1963, U.S. Dept. of Commerce, Office
of Business Economics, Washingtoh, D.C., Table 3,
pages 18- 19 : ‘

. "Foreign Inveetments-in 1963—64"; Survey of Current
"'Business, August 1964, U.S. Dept. of Commerce, Office

of Business Economics, Washlngton, D. C., Table 3,
"page 10.




1964:
1965:
1966

1967:

- N0 -

"Foreign Investments, 1964-65", Survey of Current

Business, September 1965, U.S. Dept. of Commerce,

Office of Business Economics, Washington, D.C.,
Table 3, page 25.

"Foreign Investments, 1965-66", Survey of Current

Business, September 1966, U.S. Dept. of Commerce,

Office of Business Economics, Washington, D.C.,
Table 6, page 35. ‘

"International Investments of the U.S. in 1966",
Survey of Current Business, September 1967, U.S.

Dept. of Commerce, Office of Business Economics,

Washington, D.C., Table 4, pages 42-43.

"The International Investment Position.of the U.S.
in 1967", Survey of Current Busginess, October 1968,

- U.S. Depts of Commerce, Office of Business Economics,

Washington, D.C., Table &4, page 25.

Foreign Investment Division

Office of Economics
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TABLE CD-US4A

UNDISTRIBUTED SUBSIDIARY EARNINGS 6F_DIRECT.INVESTMENT IN CANADA
BY THE UNITED STATES, BY INDUSTRY GROUP, 194667

(millions of Canadian dollars)l/-

Year Total Mining and Petroleum Manufacturing Other
Smeltin&%/ Industry
(1) 2 (3) (4) (5)
19.46 104 : 5 71 28
1947 131 : ' 11 103 17
1948 214 22 "~ 170 21
1949 148 _ .12 _ 111 25
1950 159 20 22 93 : 36
1951 191 32 21 106 32
1952 234 14 30 157 33
1953 296 16 35 192 - 53
1954 267 20 - 24 161 60
1955 337 40 40 200 57
1956 434 48 66 . 272 48
1957 342 31 64 173 75
1958 271 5 39 163 64
1959 377 ' 31 42 - 230 75
1960P 377 37 45 ' 227 70
_1961P -270 1. 38 52 143 56
1962P 397 40 35 246 73
1963P 575 48 74 : 364 ' ‘82
1964P- 539 ' 83 58 312 84
1965P 582 93 71 305 114
1966P 581 72 96 . 295 117
1967 695 88 100 . 271 135

P Preliminary

Note: Figures may not add due to rounding.

1/ See Annex B for the method of converting from U.S. dollars.

2/ Included with "Other Industry" for the years 1946-49 inclusive.

SOURCE: Table CD-US4

Foreign Investment Division
Office of Economics
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TABLE CD-USH

© PAYMENTS OF " INCOME TO TllE UNLTED STATES FROM DIRECT INVESTMENT
[N CANADA BY THE UNITED STATES, BY INDUSTRY GROUP 1946-67

‘(millions of U.S. dollars)

Year . Total "Mining and Petroleum Manufacturing ~ Other
: ____Smelting . : . Industry
(1) (2) aE (3) (4) (5)
1946 . 148 23 5 80 . 40
1947 203 26 6 .. 106 ‘ 65
1948 - 223 34 : 8 123 .58
1949 295 29 _ 11 179 .76
1950 294 31 -3 211 56
1951 236 34 -17 164 55
1952 223 36 /=20 139 67
1953 . 208. 26 ' =22 © 146 ‘ 58
1954 238 39 -11 138 , A%
1955 | 293 b4, : 4 170 ‘ 75
1956 | 326 46 _ 29 130 122
1957 1335 40 A 56 1 171 . 68
1958 - 315 30 - 27 ' 188 Al
1959 345 32 S’S R 206 .. 66
1960 | 361 47 - 60 176 1 78
11961 464 51 78 213 _ 122
1962 476 60 79 221. 116
1963 455 80 : 80. 192 B 103
{1964 | 634 118 118 . 269 129
1965 | 703 110 -122 _ 315 . 156
- |1966 '} 756 120. 112 354 170
11967 | 790 154 132 296 208.

- Note: Figures may not add due to rounding.

SOURCE: 1946-1949:
1950-1959

1960-1967:

MIncome on International Investments of the U.S.",
Survey of Current Businesgs, October 1951, U.S.

Dept. of Commerce, Office of Business Economics,

Washington, D.C., Table 3, page 11

”UQS..Balance of Payments'", Statistical Supplement

- (Revised Edition) to the Survey of Current Business,

1963, U.S. Dept. of Commerce, Office of Business
Economics, Washington, D.C., Table 54, pages 194-199

MThe Interﬁational Investments of the 'U.S. in'1967“,'
Survey of Current Business, October 1968, U.S. Dept.’
of Commerce, Office of Business Economics,

'Washington, D.C., Tab1e56,_page 26. .

A

Foreign Investment Division
Office of Economics '
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TABLE CD-US5A

PAYMENTS OF INCOME TO TﬁE UNITED STATES FROM DIRECT INVESTMENT

(millions of Canadian dollars)éf

IN CANADA BY THE UNITED STATES, BY INDUSTRY GROUP, 1946-67

Year Total . Mining and .Petroleum | Manufacturing Other
A ‘ Smelting B : Industry
(1) (2) NG (4) (5)
1946 156 24 5 85 42
1947 204 26 6 106 65
1948 224 34 8 - 123 58
1949 304 30 . 11 © 184 78 |
1950 320 34 -3 230 61
1951 248 36 -18 173 58
. 1952 2218 35 -20 136 66
- 1953 204 . 26 -22 144 57
1954 232" 38 -11 134 69
1955 289 43 4 168 74
1956 321 45 29 128 120
1957 321 38 54 164 65
1958. 306 29 26 182 69
1959 331 31 39 198 - 63
1960 - 350 46 58 171 76
1961 470 52 79 216 124°
1962 509 64 84 236 124
1963 491 86 86 207 111
1964 684 127 127 290 139
11965 758 119 132 340 168
1966 - 814 129 121 381 183
] 1967 852 166 142 319 224

Note: Figures may not add due to rounding. -

. SOURCE: "“Table CD-US5

_l[ See AnnexB for the method of converting from U.S. dollars.

Foreign Investment Division.
Office of Economics
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TABLE CD-US6.
PAYMENTS FOR FEES AND ROYALTIE(S—L/ TO 'trm_z 'UNITED STATES FROM DIRECT
INVESTMENT IN CANADA BY THE UNITED STATES, BY INDUSTRY GROUP,
1950, 1957 AND ANNUALLY 1961-67

(millions of U.S. dollars)

Year | Total Petroleum | = Manufacturing Other
) Industry

L | @ (3) - (4)

1950 | 24 . ’ - | -
1957 0 | 3 38 19
1961 102 14 66 23
92 | 114 15 77 22
1963 134 16 96 22
1964 162 15 - 125 : 23
1965 185 | 9 - 144 32
1966, | 215 15 165 35
1967 243 17 186 40-

- Not available
P Preliminary :

Note: Figures may not add due to: roundlng.
1/ Excludes foreign film rentals

SOURCE 1950 "Foreign Investments of the United States™, Survey
‘of Current Business Supplements, 1952-53, U.S. Dept. .
of Commerce, Office of Business Economlcs,
Washlngton, D.C. Appendix Table 25, page 56.

1957 U.S. Business Investments in Foreign Countrles;,UaS.
' '~ Dept. of Commerce, Office of Business Economics,
Washington, D.C.. 1960, Table 41, page 129.

0 1961-1962: "Foreign Investments in 1963-64", Survey of Current

' " Business, August 1964, U.S. Dept. of Commerce,
Office of Business- Economics, WaShington, D.C.,
Table 8, page 14..

©1963: “Foreign'Investments, 1964-65", Survey of Current
: : Buginess, September 1965, U.S. Dept. of Commerce,
- Office of Business Economlcs, Washington, D. C.,
Table 8, page 28. :

1964 : "Foreign Investments, 1965-66", Survey of Current,
~+ " Business;: ‘September 1966, U.S. Dept. of Commerce,
"Office 'of Business Economlcs, ‘Washington, D.C., -
Table 11, page 38. '

1965 "International Ihvestments‘df,the-U,S.;id 1966,

* Survey of Current Business, September 1967, U.S.

Dept. of Commerce, Office of Business Economics,
'Washington, D.C., Table 10, page 49.

: l966-1967:;"The,International Investmcnt Position of the U.S.
T L . in.1967", Survey of Current Business, U.S. Dept.

. - ' of Commérce, Office of Business Economics,
Washington, D.C. Table 10, page 28.

Foreign Investment Division
Office of Economics.
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TABLE CD-~US6A

PAYMENTS FOR FEES AND ROYALTIES—/ TO THE UNITED STATES
FROM DIRECT INVESTMENT IN CANADA BY THE UNITED STATES,

BY INDUSTRY .GROUP,

1950, 1957 AND ANNUALLY 1961-67

: » 2
(Millions of Canadian dollars)—j

Year | Total Petfoleum Manﬁfacturing Other
' ' Industry
(1) (2) |- (3) (4)
19501 - 26 - - -
1957 58 3 36 18
1961 103 14 67 23
1962 122 16 82 24
1963 144 17 104 24
1964 (175 .16 135 25
1965 199 - 10 155 - 34
1966 | = 231 16 178 38
1967 262 18 201 43

- Not availahle
P Preliminary

Note:

1/ Excludes foreign film rentals

Figures may not add due to rounding.

2/ See Annex B for the method of converting from U. S dollars.

'SOURCE:

Table CD-US6

Foreign Investment D1v1s1op
Office of Economics
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ANNEX B

‘A NOTE ON THE METHOD OF CONVERTING U.S. SOURCE DATA ON
U.S. DIRECT INVESTMENT IN CANADA TO. CANADIAN DOLLARS

Initially each set of data was identified as a stock or a

flow.. With the exception of value of direct investment, all iden-

tified concepts were flows.

Capital stock figures were converted by applying to the
appropriate*U.Sa.data_tﬁe closing féte of the U.S. dollar in Canada

on the last business day of the year concerned. Flow conversions

‘were made by applying the yearly average of noon spot rates of:the

U.S. dollar in Canada to the appropriate U.S. figures.

The conversion ratés used are giveﬁ\in Tghle 1B.
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TABLE Bl

- EXCHANGE RATE FOR THE U.S. DOLLAR IN CANADA, SELECTED SERIES;
SELECTED YEARS 1929-1943 AND ANNUALLY 1945-1967.

Year |  December Annual Average
"Slosing Rate | of Noon Spot
) Rates
(1) (2)
1929 101.16 100.76
1936 100.00 - 100.06
1943 110.50 110.50
1945 110.25 110.45
1946 100.25 105.75
. 1947 100.25 100.25
o : 1948 .100.25 100.25
‘ 1949 110.25 103.08
1950 105.93 108.92
1951 101.19 105.28
11952 97.03 97.89
1953 97.38 98. 34
1954 96.59 97.32
| 1955 99.91 98.63
1 1956 - 95.97 98.41
1957 98.41 95.88
1958 96.44 97.06
1959 95.22 95.90
1960 ©99.66 96,97
1961 104.34 101.32
1962 107.72 '106.89
11963 108,06 107.85
1964 - 107.38 107.86
1965 . 107.50 107.80
1966 108. 38 107.73
1967 -108.06 107.86

NOTE: DeCimgl calculations in column 1 were converted
from fractions in multiples of 1/32.

SOURCE :
“Colum
1929
1943

1: _
.and 1936:
- 1949:

1950:

1951

~ 1966:

1967:

~ - Column’

1929

1950:

1951

1949:

1966:"

1967:

Bank of Canada unpublished sources.
Estimated by the Foreign Investment
Division as the mid-rates between the
official buying and selling rates as
published in the Bank -of Canada
Statistical Summary Financial

Supplement 1954, page 59.

Bank  of Canada Statistical Summary

.Financial Supplement 1954, page 59.

Bank of Canada Statistical Summary

.1966 Supplement, page 145.

Bank of Canada Monthly Statistics,

January 1968, page 86.

‘Bank' of Canada Statistical Summary

1950 Supplement, pages 134-35.

" Bank of Canada Statistical Summary

Financial Supplement 1955, page 51.

" Bank of Canada Statistical Summary

1966 Supplement, page 145, .

Bank: of Canada.Monthly Statistics,
January 1968, page 86. o

Foreign‘lnvestmént Division.
Office of Economics.
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