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' FOREWORD

\ This study on the growth and fubure of the Canadian market has
been prepared at the request of the Toronto Chapter of the American
i Marketing Association for inclusion as Part I in a book on "Marketing in
Canade," a reference book for businessmen and others interested in a bird's
s eye view of the character, composition and growth. prospects of the Canadian
‘ market and of methods of marketing in Canada. The book was planned in the:
. autumn of 1953, as & symposium of contributions fram about a dozen repre-
, . sentative Canadian economists and businessmen,. Editorial dlfflcuitles.have
| delayed the publlcatlon of this book, orlginally scheduled for 1955.

In the meantime numerous 1nqu1r1es have been recelved for copies
of Part I dealing with the growth and future of the Canadian market. To
meet these requests the Toronto Chapter of the American Marketing Associa-
tion has agreed to a preliminary release of this material on a limlted
basis to partles partlcularly interested in the subject.. -

This study was completed early in 1955 on the basis of data and
informetion then available, covering the period up to 1953, Economie
developments since then, and particularly the rapid rate of econcmic

- expansion in 1955, suggest that the estimates on future growth prospects
may be, if anything, on the conservative side. Subsequent to the com-
pletion of this study, the Canadian Govermment appointed a "Royal Com-
mission on Canadae's Economic Prospects" (Order in Council dated June 17,
1955, P.Cs 909) authorizing a comprehensive inquiry into the whole field
of "probable economic development of Canada and the problems to which
such development appears likely to give rise." After the Royal Commission
wes ostablished, a copy of this study on "Growth and Future of the Canadian
‘Market" was made available to the Commission to assist it in its endeavours
to obtain background information available on the subject of its inquiry.
But it beers emphaesis that the material contained in this study was pre- ,
pared completely: 1ndependent of the work of the Royal Commission on Canada's
Economic Prospects, and is in no way an indication of the data and appraisal
“that the Commission may choose to include in its final report and in its
economic studles. :

This study is comprised of two chapters. The first deals with -
"Growth of the Canadian Market." It reviews the expansion of the Canadian
market from 1900 to 1953; it exemines the changing pattern and character
of the market‘ it deals with the major sectors of the Canadien market;
and it concludes with a brief indication of some of the implications for
businessmen of the rapid growth and 1ncreas1ng ccmplex1ty of the Canadian
econamys . : :

The second chapter deals with "Future of the Canadian Market,"
covering the perlod up- to 1975, Four alternative patterns of growth of
the Canadian merket are appraised, & "high consumption" economy, "high
1nvestment" economy, & "high govermment expenditure"' economy, and an

"average" pattern economy. The chapter concludes with some comments on
possible uses of market projections by Canadian bu81nessmen and others
interested in the growth prospects of the Canadian economy. Following
‘each of the two chapters are appendices containing some technical notes N

‘explalnlng the sources of the data and the methods of estlmatlon. : R :

In the preparation of this study I had the vory competent
assistance of two of my colleagues, Mry Ty Re Vout and Dr. E. J. Chambers.

0. J. Firestone, ,
Economic Adviser, : : o
Department of Trade and Coammerce,

Ottawa, Canada,
July, 1956,
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CHAPTER .1, GROWTH OF THE CANADIAN MARKET

| Sﬁmmarz

Most market appraisals prepared for use. by Canadian business deal
with specific commodities or services of interest to particular firms. But
specific commodity and service markets are in turn affected by the overall_
strength or weakness of the Canadian market., For if the pie as a whole is.
large, the chance of & competitive firm getting a big slice is better than
if the pie were smaller. Hence, it is important to relate market analysis
for specific commodities and services to the actual and potential size of
the total market to ensure that specific market projections. are realistic

in the light of what seems to be in store for the Canadian:economy as &
whole. : :

The Canadlan market as deflned in thls chapter comprlses both the
domestic and the foreign markets. The dbmestic market covers the total O

' purchases of goods and services by Canadian residents, that is, imports of

goods and services as well as those originating in Canade itself. Foreign’

- markets cover Canada's exports of goods (including re~exports of imported .

materials and parts) and of services. Looking at thé Canadian market from
the point of view of who is the customer, it can be divided into four major
markets: consumer goods, capital goods, government and foreign markets. '
The sum total of all expenditures made in these four markets (after deduct- -

ing imports of goods and services) is generally described as "gross national
‘expenditure.," Information on gross national expenditure and its components

as well as related data 1s available .in great detail in quarterly and annual
issues of the "National Accounts" published by the Daminion Bureau of .
Statistics. This publication, which shows what the nation produces in
aggregate every three months and every year and how this total production

is distributed among various users, is becoming a "must" reading for anyons

interested in the behaviour and changing pattern of the Canadian market.

‘Basic forces shaping the Canadian market include: (1) the vast-
ness of the land, which has led to comparatively thin settlement except in
some regional pockets, and has given Canads a heavy overhead burden in terms
of high per caplta costs of transportation, communication, distribution and
government. “(2) Climetic conditions which are such that it has taken signi- .

‘ficant technological progress to overcome many but not all adversitics,

8.8+, Seasonal variations in economic activity and sales opportunities remein
great and distinet., (3) Canada's natural resources, bountiful as they are,
because of nature and location could only be developed in most cases by
meking large capital expenditures and securing markets large enough to
justify economic .production. (4) Because the Canadian people are a product
of a large varlety of cultures and traditions, there are significant differ- -
ences in their mode of life and preferences. Canada's domestic market is

not homogeneous, as it is frequently claimed. Rather, it is, the sum of a

number of varying reglonal and local markets. The main characteristic of
the domestic market is that the Canadian customer, belng by world standards
fairly Wealthy, is also a "demanding" customer who expects businessmen to
cater to his whlms and preferences.

The Canadian market is a dynamlc market of a predomlnantly private.
enterprise character. It depends heavily for its prosperity on the mainten-

ance of a high level of export trade, the latter representing close %o one-

quarter of Canada's gross national expenditure. Regional and local variations
in the Canadian market pattern have been influenced to an important extent

by differences in income levels, Per capita income in some provinces is .
twice that in others. Similar differences are to be found in the income
levels of different cities. Knowledge of levels of income and income differ-

~entials as well as differences in consumer preferences ars. essential tools in

any appraisals of the varylng market pr08pects for partlcular reglons and
localities. : :



In 1900 the Canadien market represented total sales of about
$1 billlon, in 1953 it had reached a peak of over $24 billion. -‘Allowing
for thanges in the price level, the Canadian market was about 6% times as
great in 1953 as it had been at the beginning of the century. A little
more than one-half of the growth of the market has been due to the incresse
in population and a little less than one-half has been due to increases in
real butput per capita, the latter having made it possible for Canadians to
increase their real earnings. The market has grown at an uneven rate.
Expansion wes particularly rapid in the first decade of the twentieth cen-
tury, in the latter part of the 1920's, and during World War II and the
post-war period. There were also periods of slow growth, such as the early
1920's, and periods of protracted decline, such as the early 1920's. In.
addition to the depression of the 1930's, there were six other occasions

when the market contracted for short periods of time, usually 12 to 18

monthss But by and large the trend of the Canadian market has been pward.
and the chances of facing an expanding market as against a contracting market
have in the past 50 years been about four to one..'

The outstanding feature .of the long-term changes- in the meke-up of
the Canadian market are the strong emphasis which Canadians have placed and
continue to place on the accumulation of capital and the increasing import-.
ance played by government on the economic affairs of the nation. The trend
is less clear-cut with respect to Canada's dependence on foreign markets.
For o good part of the last half a century foreign markets became more

-important for the Canadian economy, but more latterly the situation seems

to have been reversed as the domestic market expanded more rapidly than
foreign markets., But on balance forelgn markets continued to be more
important to Canadian prosperity in the 1950's than they had been at the
turn of the century. As these three markets increased in importence over
the last 50 years ‘or so, the proportion of the total output which the
nation has used to meet the wants of consumers has oorrespondlngly declined.
This meant that the consumer goods market has not risen as rapidly as the

- others.  But notwithstanding this fact, the actual improvement in the
standards of living of Canadians has been substantial indeed. With the

rise in real consumer expenditures per caplta end -significant incresse in
p0pulatlon, the consumer goods market did in fact expand very substantially
in absolute ‘terms . :

‘In 1953 the market for consumer. goods and services represented
total sales by Canadien businessmen and importers of $15.2 billion. Of this
$1045 billion represented sales of goods and $4.7 billion sales of services.
The consumer goods and services market in 1953 was five times the volume of
the market in 1900. -Population growth turned out to be a more - 1mportant
factor contributing to the expension of this market than increases in real
consumer expenditures per caplta. Still, on a per capita basis the average
consumer had more than twice as many goods and services in real terms as in
1900, Besides the very much larger volume of goods and services which the

- average Canadian is now able to purchase, there have also been significant

improvements in quality and in veriety. The major changes in the pattern
of the consumer market are: Canadians now spend less in relative terms on
the essentials of life - food, clothing end shelter - than they did at the .
turn of the century. On the other hand, many new types of consumer expendi-

“tures are being made as a result of technological developments, for example,

the motor car and electrical appliances. Other expenditures that have risen
oconsiderably over this period ineclude alcohollc beverages, tobacco, health
care, education and insurance. .

In 1955 capital expendltures on new construction and mathlnery and
equipment by privete industry, individuals, institutions end govermments
amounted to $5.7 billion. Of this $1 billion were spent by government
departments, aend on govermment-operated institutions and housing, with the

"private" capital goods market absorbing $4.7 billion. Of this amount

$2.8 billion were spent on new construction and. $1.9 billion were spent on
new machinery and equlpment. In- 1953 the "private" capital. goods market
was nine times the volume it had been 1n 1900 (1n real terms), The market -
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“for mechinery and equipment expanded more rapidly than the market for con~
. struction. Rwuasons for construction expenditures being more important in
the earlier periods include (&) the fect thaet, with industrislization. Just
‘getting underway, the creation of plant facilities was relatively more
important than it is today; (b) the comparatively simple type of equipment
availeble in this period; (c) the necessity to make large capitel expendi-
tures to meet the most urgent needs for shelter (and related community
facllltles) of a rapidly growing urban population., Of the four major
markets, the capitel goods market has turned out to be - the most volatile.

. Govermment expenditures on goods end services- amounted to some .

%4 4 billion in 1953, Of this amount $2.5 billion, or 57 per cent, repre-
sented outlay by the Federal Govermment, end $1.9 billion, or 43 per cent,
expenditures by provincial and municipal governments. Govermment expendi-
tures on goods and services in 1953 were sixtesn times in volumé terms what
they had been in 1900. Federal Government expenditures increased more
rapidly than those of provincial and municipal governments. The main reason
for this has been the necessity for substantial Federal expenditures on
defence in the 1950's. But if military outldys are excluded, expenditures
by the Federal Govermnment for civilien purposes have risen less rapidly over
the last half a century than expenditures by provincial and municipal govern-
ments. Another type of govermnment expenditures which is not reflected in’
government expenditures on goods and services has become moére importent in
the more recent period. These are transfer payments as, for exemple; family
- allowances, old age pensions, and other social security benefits to indivie
~dualse. Transfer payments affect. the Canedian market indiresctly, e.g., when
e recipient of social security -benefits spends the money on consumer goods
and services, rather than directly as is the case with govermment expendi-
tures on goods and services. Total goverhnment spending (es per National
. Accounts) smounted to $6.9 blllion in 19863, conszsting of $4.4 billien

- expenditures on goods and services and about $2.5 billion on transfer pay—

ments (includlng inter- governmental transfer payments) and sub51dies.‘ ‘

In 1953 Canada exported e total of $5.4 blllion of goods and
services to over 100 countries. Of this total, 79 per cent consisted of
commodity exports and 21 per cent of payments received for services render=
ed to other countries, reanging from tourist trade to insurance services.
Total exports of goods and services in real terms in 1953 were eleven times
‘what they head been in 1900, The market for services rose even more rapidly
than the market for commodities, mainly because of the tremendous increase
in receipts from freight and shipping transections with other countries,
the much larger expenditures of tourists and foreign travellers in Caneda.,
end increased interest and dividend payments received by Canadians from
their much greater investments abroad. There has been e change in the
patbtern of the destination of Canadian commodlty exports. In 1900 the
United Kingdom absorbed 52 per cent of total commodity exports and the
United Stetes 38 per cent. By 1953 the position had been reversed, with
“the United States being Canada's best customer, 59 per cent, and the United
Kingdom Canada's next best customer, with 16 per cent. Over this period
other countries more than doubled in 1mportance as markets for Canadian
produce,. taklng 25 per cent of Canada's exports in 1955 as compared with
10 per cent in 1900, - .

: . There are two main changes in the composition of Canada's exports
over the last half a century: (a) Exports are now based to a greater extent
- on the sales of minerals. and metals and their products and. there is rele-
tively somewhat less dependence on exports based on agriculture and forest
resources; (b) With the development and diversification of 1ndustry, this
country has been able to export many more of its raw materials. in processed
or fabricated form., In the main four factors have been influential in
changing the pattern of Canada's export markets: (1) shift in foreign
demand, (2) scientific and technological developments which have made poss-
ible greater exploitation of Canadian resources, (3) the opening up of the
western hinterland and the northern regions of -the country, and (4) the
growth of processing and menufacturing industries. The major shifts that
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have ocourred reflect the adaptability of the- economy to ‘changing market
conditions in foreign countries, A major factor contributing to this has
been a willingness to make large capital expenditures for which returns could
only be expected after foreign markets had materialized. : :

The implications for business management of the rapld growth and -
increasing complexity of the Canadian market is 61mp1y this: marketing
enalysis in Canada has come of age. It is now recognized to be essential
enough and complicated enough to warrant the services of specialists well
trained to understand the behaviour of the market in total as well as its
component parts, and sufficiently competent to advise executives on trends
and prospects as a means of assisting in the formulation of successful
policies of product marketing and capital expansion., But business execu-
tives will want to look at market appraisals, forecasts and projections with
a oritical eye, rea11z1ng that they are limited in value and subject to many
qualifications. With all the developments of modern techniques, statistical-
investigations, market surveys, economic projections and appraisals, the

~cardinal requirement for successful bu51ness declslons remains: the applica
tion of good common sense. : :

A

‘What is meant‘by the‘Canadian.market?_ ﬁow‘ﬁae the Canadian market
‘grewn, and what are‘the 5asic fproes underiying the rapid expansion Cenada
has experienced over the last half a-oentury?i Wha£ changes in the pattefn_
“of the market have taken place dufihg'that period? TheSexqﬁestions‘are dealt
"with in summary fashien‘in this'chapter»es'aAbackgfound tq-the‘aseessment of

the possible future growth of the Canadian mafket reviewed in Chapter Z.M

What Is Meant by Cenadian.Market?'

In a highiy developed specialized economy like Canada's, whet is
produced_muét be sold either in the:doﬁestic ﬁarket or'abroad. :The.Cana-5.‘
dien market is defined in tﬁis'chapfer as eomprising both the domeetic aﬁd'.
tﬁe foreign markets. The domestic market covere'purchaSes of goods and
services by Canadian r931dents, that is, mmported goods and serv1ces as
woll as those originat:ng in Canada itself. Foreign markets cover Canada's
exports of goods (1nolud1ng re-exports of 1mported materlals and parts)
and of services. Though Canada in both aggregate ‘and 1n.per caplte terms
}anke very high aﬁoﬁgst the trading nations in the world, it is in the
' damestic«market that Canadian businessmen have the‘bese opportunifies to
seil what they produce. Over three-quarters of their totel.output(is
marketed here in'Cenade, ‘

A numeer of technical questiens‘afiee in definiﬁg and meaeufing
the size-of,the Canadien market and its make;up and ih appraising ma}keﬁ

trends. These technical questions may be of gfeater interest to fhe,A
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/marketiné analyst than to thelgéneral reader. If thelreader‘isAmore inte-
rested in finding out how the‘Canadian market'hae grown and what eome of the
reasons for its growth were,‘he may wish to skip the next section dealing
with definitions and methods of measurement and analy81s and turn 0 the
section that follows, dea11ng w1th "Ba51c Forces Shaplng the Canadlan Mar-
ket! onxp. 21.
| Definltions. .The'prosperity of . the Canadian economy is not.very -
different from the prosperity of the 1nd1vidua1 bu81nessman.A If a ‘business
cannot sell all that it produces, proflts mey sllp, and the firm may not be
-prosperous'for very long. Through the ‘times in»whioh bueiness instincts
‘have guided man in making a liting through\production-ahd exohangeohe‘has o
4 understoodAthis sinple eqaation: What is'produced’equals what)is.sold plns
additions to inventories. Only in comparatively recent-timeschave eoonos
_mists come to realize that this simple truth applies to the way a nation
~conducts its economic affairs. |
NQW'most econamists are accustomed to explaining thinge:in a.
oonplicated nay. The justifioation for thie;.it-ie'said,-is the canplex
manner in which a highly 1ndustr1allzed economy like Canada s operates.A
So, economlsts, with the help of statlstlcians, have developed an 1nte-
grated system -~ alas, intrloate system.- of national accounts des1gned to
show who gets whet. in the process of producing the netion's output and who
buys what as the nation's output is d15posed of. - Generally speaklng, the
market value of the nationls output’for a giten period of time, usually a
oalendar year, is called "groés,national produot;" the ekpenditures meade
to-purchase the gross national product'are oalled "eross nationalqexpendi~

ture,"

The economists take the attltude that by definition, gross national
product always equals gross natlonal expendlture. Thls is an accountlng
identity which may be stated as the total output of final goods at merket
prices equals total sales at market prices plus inventory change. It ma&A
be compared to some aocountlng 1dentitles for an indlvndual firm such as
that of the~ba1ance sheet where assets equal llablllties plus the owner's

equlty, or that of the income statement where total revenues equal total

expenditures 1nclud1ng taxes plus net proflts. But the fact that as an
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aooounting identity total output equaels fotal sales plus invenforyvchange
must not be interpreted as implying thaf in the economy tﬁere is alWays a
perfeat . balanoe oft the forces of aggregate supply and aggregate demand such
.that capacity production can at all times be attained. In fact, past history
suggests that the Canadian economy, as the economies of-most ofher indus-‘
trialized nations,‘is one subjectpto constant cnange.

‘There are four major groups of customers for-the;nation‘svoutpuf:i
domestic consumers, businessmen;‘goVernments, and people and govermments in
ocher countries. Here is what'happens if these"four major groups Buy too '

1little or try to buy too much at one time: If they absorb less than the |
nation as a whole is capable of producing, then some resources will be unused-
some plants may be idle or working at. partiel capacity, some bus1nessmen |
.w1ll be doing less business than they are capable of handling and the number
of unemployed will be greater than appears to be necessary in a dynamic
economy « (Even under the most favourable circumstances, some people will
always be unemployed in an induotrialized economy, like Canada's, because

of Seasonal factors, the necesSity for occupational mobility and allowance
for Siokness, inoapaOity, etc.)s If, on the other hand; the above four

~ groups endeavour to absorb more then the nation is capabla of producing, the
country will experience inflation in the ebsence of such oountervailing |
measures as higher baxes, credit restrictions, etc.,.unless tﬁeir demands
can be met, at least tenporarily; by increasing imports without»increasing -
exports. In suohva case, the payment for imports is elther postponed |
(through borrowing) or it is made from accumulated exchange reserves (a very

limited expedient, for no nation can live‘beyond its means for very long)s

‘Methods of Measurement., Why is it hnportant for anyone trying to
understand the working of the Canadian‘narket to familiarize himself Wisﬁ ;
'what the national accaounts can tell him? The answer simply isvthat every
business transaction which takes place in Canada is part and parcel of the
endeavours of the nation either to produce or to distribute its output.
Among the many things marketing analystsvmay went to know'area' How big’

i is the market, and how much money are thekpeople earning who buy in this

market? The answer to these questions = andnfo many others --is found in
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'tﬁe national accounts.' The>national aocounts contaln, first, summery tables
on the gross national produot, gross natlonal expendlture, national income,\
and personal dlSpOS&ble incomes; second, a sector by sector ana1y51s in
account form of the oomponents of . the above aggregate measures- thlrd, the
. 1ndustrldl dlstrlbution of natlonal income, fourth ‘the geographlc dlstrlbu-’
tion of personal ‘income; flfth a set of supplementary ‘tables’ g1v1ng more |
detailed quantltatlve 1nformation on the several componentevof total output.‘ 3
These national aocounts are publlshed regularly on an annual and quarterly. |
basis by the Domlnion Bureau of Statlstlcs in Ottawa.(l) Thelr contlnulng
use by anyone 1nterested 1n.keep1ng;under.prefesslonal surveillance changes'
in the Canadien.mafket hes become as essential as it is for the bﬁsinees'
executive to get regular reports on sales, 1nventory hoidlngs and proflts
- of his oompany. |
The reader is referred to fhe'naﬁional»aeeoents-publications of
the Deﬁinion Bureau of Statisties for an eiplanation of Whatvoonoepts of 
measurement are used in Canada and for the reeultegof‘the'ﬁariOue estinates
ﬁhat yield sech'important eggregetes as gross nationel prodﬁct end gfoss
national exPenditure. In the oompass of this ohapter, only two thlngs can
be done’ by way of introduction:
le To give the definition of.fhe basie'aggregates.of:gross-natienal
prodﬁct and gross'nationalgexpenditpre es_eef 6ut:by'the quinion
Bureau of‘Stdtistics end show, by way of illﬁstﬁaﬁion, the key "
table of'.the natlonal aooounts, reooncxlxng the two aggregates
for one year (see Table 1); o |
2« To suggest possible reorganization’of seme of the daﬁe shown'in e.

the national accounts fo,yield constituent items and aggregates

of particular interest te marketing analyste (ses Table 2).

(1) Dominion Bureau of Statistics, National Accounts, Income and Expendi=
ture, 1926-1950, price $1.00; National Accounts, Income and Expenditure,

. 194941952, price 50 cents; National Accounts, Income and Bxpenditure, ‘
1950-1953, price 50 cents. The national accounts on & quarterly basis are
found in Dominion Bureau of Statistics, National Accounts, Income and Ex- -
penditure by Quarters, 1947-1952, price 75 cents; National Agcounts, Income
and Expenditure, ennual subsoeription price $1.00 per year, . .
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National Accounts. . According tovthe Dominion Bureau of Statistics,

gross nationel product measures “the value of goods and ‘services: produced by f
Canadian r651dents in a given period (a year or a quarter) by adding toge- p
‘ ther all costs ar1s1ng in production. For the eeonomy as a whole, these -
- costs conSist first’ of factor costs, thet is to vay, the earnings of the
factors of production employed- wages and salarmes, 1nvestment income in-.
_cluding corporation profits before taxes, and net 1ncome of unincorporated‘
business. The sum of theSe factor.costs~1s the nablonal 1ncome; “To arrive»>
at the total which measures production at market prices iv is necessary to-

'add elements of market, prices which do not represent 1ncomes of factors of‘“

:production, that 1s, depreclatlon allowances and siml ar bus1ness cos+s, )

h and 1nd1rect taxes less subsmdies.“ The resulting total, called gross‘;'7

national product, represents valuation in current dollare of the natlonAs"f"
output in’ a-given year or quarter. Now as: thls output is disposed of those
who purchase or ‘otherwise aoqulre the goods and serV1ces created make ex—'f
penditures and the total of these expenditures is oalled grons national GX*:
‘penditure. This aggregate is defined as the sum total of expenditures on"
all £&nal goods end services, measured by the total value of thelr sales at-
market prices. Conoeptually gross national product equals gross national
expenditure simply because “what is produced must be disposed of, either by
sales or additions to 1nventorles."(1) _

The key tables in the national acoounts'are~the‘first‘two.uiTheyi

show national income and gross national product in one table aﬁd'gfoss”*

' national expenditure in the other. The components of" these aggregates for

. the year 1953 are assembled in this chapter in Table 1.

Rearrangement for Marketing Analy31s. In Table 2 of this chapter,-

the items of the national accounts have been rearranged to meet tWo specific
.requirements for facllitating market analysis (for detailed explanatlons
and a key to relate the data shown in Table 2 to the data as shown 1n the

- national accounts, seé appendix at the end of this chapter)

(1) National'Accounts, Income and Expendlture; 1926-19¢ b,'op. cit., pp..9
and 10, In this end in the subsequent chapter the terms "gross netional
product" and. "gross nat10na1 expenditure" -are used 1nterchangeably.




TABLE l. - KEV DATA FROM TWE NATIONAL ACCOUNTS =

BY MAJOR COMPONENTS,. GAFADA,

GROSS' NATIONAL PRODUCT AND GROSS NATIONAL EXPENDITUPE,

1953.

(Millions of Dollars)

Item i o . Anmount | Item - . , - Amount
¥o. - Components of Gross National Produet $ Mill. ¥No. Components of Gross National Expenditure 10§ Mill.s
1 Waves, Salarles and Surplementary Labour. 1 | Personal Expenditure on Consumer Goods and
h Tncome 11,661 , - Servigces : : 15,165
2 | Military Pay and Allowances - 309 2 | Government Expenditure on Coods and Serv1oes(1) 4,408
3 Investment Income 3,744 - Gross Domestic Tnvestment(2) : , '
' Net Income of" Uhlncorporated BuS1ness-‘ 3 New Residential Construction 1,061
4 . = Accrued Net Income of Farm Operators 4 New Non~Residential Comstruction . 1,726
1 from Farm Production(3) ' 1,649 5 New Machinery and Equipment 1,922
5 .- = Net Income of Non-Farm Unincorpo- 6 Change in Inventories- - BT2
' ratedlBusiness(4) 1,680 7 Exports of Goods and Services(5) - © 5,420
‘ : ' : ' o 8 | Deduct: Imports of Goods and Services -5,860
8 | NET NATIONAL INCOME.AT FACTOR COST ‘9 - Re81dua1 Error of Estimate ‘ -64 .
- (142434445) ' ' 19,043 1 : ' ,
7 Indirect Taxes Less Subsidies o 2,908 : S
8 | Depreciation Allowances and Similar c C. o
Business Costs : - 2,336
-9 4 Res1dua1 Error of mstlmate - 463
10, GROSS NATIONAL PRODUCT AT MARKET PRICES 10 GROSS NATIONAL WXPFNDITURE AT %ARYET P?IGLS :
(647%849) 24,350 L (1+2+5+4+5+6+7—8~9) i 24,350

——

fource:

(1) Includes défence expenditures of $1,909 million.,
construction by governments, other than government bu51ness enterprises.
government commodltv agencies and the Defence Production Revolving' Fund.

Vational Aecounts,'income and Expenditure,'1950~1955 Demiuion Bureau of'Statistics, Ottawa, 1954.

military equipment to N.A.T.O. countries but includes replacements of new equipment. ‘
(2) Includes capital expendltures by private and government bus1ness enterprlses, prlvate non-commerclal 1nst1tut10ns
end outlays by individuals on new residential construction. :

{3) This item includes the undistributed earnings of the. Canadlan Wheat Board, and an 1nventory valuation adJustment
for grain in Theat Board channels, on a calendar year basis.
(4) Tncludes met income of independent professionzl.practitioners..

(5% Excludes shlnments of prevlouslv produced mllltarv equlpment to N.4.T. O. countries under the Defence Apprgpriation

Includes outlay on new durable assets such as bulldlng and hlghwaj
Also includes the change in inventories of
Excludes shlpments of prev1ously produced
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(a) To show the cash income that Canadlans earn “each year and
that is avallable to them for spend1ng on the goods and
services which bus1nessmen and others (profe551ona1 people;
farmers, etc.) have to offsr for, sale.‘

(b).To show the type of goods and services that are belng sold
on the Canadien market by major categorles and to 1qd1cate>
the types of customers‘whé pﬁrchéée'fhé fiﬁai goodé'qnd‘
services as they reach the market,. - |

The major difference betwean the account on the left 81de of Table

1 and of Table 2 is that in. Table 2 data on tota1=persona1 dlsposable 1ncome
-and total dlsposable cash income are speclflcally shown, bogether w1th the
.'dlrect and indirect taxas which' Canadlans are paylng. Total personal dis-

‘ posable income (1tem 6) is income left after taxes to spend on goods and -

services or to Save. - Slnce,lmputed incqme,~for Qxample, “the value‘ofkhome-
grown fodd consumed By fafmers,'is includéd ih thié iféﬁ; the'figﬁre of
greatest practlcal value to the merketing analyst may be total personal S
dlsposable cash income (1tem 7) This flgure is arrived at’ 31mp1y by omlt-
ting imputed proprletors' 1ncome (item 5) from total personal dlsposable
income. It bears emphasis that Canadians do not spegd all the_lnqomsvﬁhey  _
earn‘(aftef.taxes) on consumér.goods.and serviégé.: They also save @Snéy,

between 4 and 9 per cent of their'nét‘earningsgbﬁer;the last five years.

While Table 2 does not specifically show personal savings, i?l@éﬁ casily be.

arrived at by deducting from‘tétal.disposablé income (item 6 on the left

side of the account) total personal expenditures - on goods and services

(item l on the rlght 51de)

The presentatlon of gross natlonal product in the form of Table 2
also mekes it possmble to detect at a glance the tax burden on the Canadian

sconomy. Since taxes affect the purchasing bqwer'of‘consumers;jitem'8,

direct takes,.and item 13, indireqt'taxes, give a bird's eye'ﬁiéw bf the tax

.incidence on the nation's output.
Thrning now to re-arrangements of the com?oﬁents of‘gfoss-national
expendlture (on the right side of Table 2)y the items are so. Organized as )

to show: (a) the total domestlc market (1tem 17), saoarately for goods and




. TABLE 2. = GROSS WATIONAL PRODUCT A¥D GROSS NATIONAL EXPENDITURE ADAPTED FOR MARKETING AWALYSIS,

'@

CANADA, 1953.

Amount

Ttem| ] Amount | Ttem C . o :
Yo. Com?onents of Gross National Product 2 Mill.) No. Components of Gross National Expenditure $ Mill.
-1 Net Compensation of Employees(l) - 10,715 1 Personal Expenditure on Goods and Servicss . -
.2 | Wet. Proprietors! Cash Income(2) 3,145 . (2434445) . ~ 15,165
3 | Proprieters! Imputed Income (3) 1,422~ 2 Durable Goods - 1,778
4 Transfer Payments to Persons : - 1,927 3 Semi-Durable Goods 1,843
5 | Deduct: Succession Duties and Minor Taxes -145 4 Soft Goods 6,882
6 Personal Disposable Income {132+324-5) 16,664 5 . Services 4,662
7 Personal Dlsposable Cash Income _— 6 Gross Domestic Investment’ (7*8*9*10) 5,281
(1+2+4-5) (15,242) 7 New Residential Construction 1,061
8 Add:  Direct Taxes - 1,432 8 New Commercial, Industrial and e
9 Total Personal Income- (6+8) 18,096 . Institutional Construction 1,726
’ 9 New Machinery and Equipment =~ 1,922
10 ‘Deduct: All TransLer Pavments(4) -1,990 | 10 Change in Inventories 572 .
11 ‘Add: Farnlngs Not Paid Out to Persons(5) 2,937 11 -] Government Expenditure on Goods and Serv1ces ’ .
12 | NATTONAL INCOME (9-10+11) R 19,043 (12413+14+15+16) : - | 4,408
e o 12 Government Construction i © 857
13 Add: Tndirect Taxes . 3,017 13 New Machinery and Equipment 111
- 14 | Deduct: Subsidies =109 14 Other Goods » 1,620
15 Net Fational Product at Market Prices - 15 Direct Services - 1,897
(12*13 14) . : 21,951 16 Interest on- Fertion of the Publlc Debt . .
: A - Representing Existing Assets 123
16 | Add: Depreciation Allowances and. Slmllar 17 | TOTAL DOMESTIC MARKET(6) (1+6+11-10-16) 24,159
, Business Costs 2,336 18 Goods (2*344*7*8*9412#15414) 17,800
17 Residual Error of Estimate(7) S 83.| 19 . Services {(5+15) 6,359
1R GROSS FATIONAL PRODUCT AT MARKET PRICES S 20 | Exports of Goods and Services (21¢22) 5,420
(15+16+17) - 24,350 | 21 Goods : 4,296° _
o ' S| 22 ‘Services 1,124
23 | TOTAL DOMESTIC AND FOREI”N MARKET(S) (17+23) 29,579
- 24  Goods (18+421) - , 22,096
25 Services (19+22) : 7,483
26 Deduct: - Imports of. Gocds and Ser71ces (27*28)' -5,860
27 Goods 4,209
- 28 Services 1 651
_ 29 Residual Error of Estimate (7). -84
. 30 GROSS NAT IONAL VXPVNDITURE AT LARKET PRICES -
4 (23+10+16-26-29) - 24,350 -
B 31 Goods (24+1O 27)- 18,459
32

*5,955,

-.9"[.:-\‘




Source: Based on a regrouping of the items shown in the National Accounts, Income and Expenditure, 1950-1953,
Dominion Bureau of Statisties, Ottawa, 1954.

(1) Net of personal income taxes.

(2) Covers business, professional, farm, rental and investment income and includes all government debt interest
payments paid to persons, net of personal income tax.

(3) Chiefly home-grown products used by farmers and imputed rental income on owner-occupied dwellings.

(4) Covers transfer payments to persons, corporations and non-profit institutions.

(5) Includes the undistributed earnings of the Canadian Wheat Board.

(6) Excludes change in inventories and interest portion of the public debt representing existing assets.

(7) Gross National Product and Gross National Expenditure are conceptually identical measurements. Since
estimates are prepared separately for sach, some statistical errors appear to bte unavoidable. The statistical
discrepancy between Gross National Product and Gross National Expenditure is split and one half added to each.

-L'[—
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services, (b) the.totai foreign market {exports, item 20), separately for
goods and services, and the sum of both the dOmestic’and féreign narkets
(item 23). |

| The domgstic market'is the suﬁ of all purchases made by Canadian
- consumers (personal expenditures on consumer goods and séfvices,-item 1),A
to businessmen, institutions and homesowners (gross doﬁestic invéstment
excluding inventories, item 6 minus item 10), and %o gbverﬁments (covering\
ﬁilitafy and civiliaﬁ expenditures, for both goods and services, item li).
.A case can be mede for either exgluding or including additions to inventories
as comprising parf of‘the\domgstic market, Inventory qhangés are\excludéd

| in Table 2 in order to bring the measurement ofvthe donestic market closer
to the possible cohcept of actualvgglgg to buyers. A manpfacturer who pro=
duces commodities he cannot sell readily is using ué reSources; but the end
prbducﬁ is addgd to hig inventories; rather than being 4bld to a customer
(for further explanation, see‘Appendix at the.end of thié chapter),

The domestic market‘covérs purchases by-Canadian residents of
Canadianwproduced commodities, as well as of imported products (5ee item}ZG).
Canadian products, in tufn; ﬁay be made of‘dcmestically-producéd matefials
and pasrts, or imported materials and parts, or a combinafion'of thesé two.,
The total domestic market is divided into purchases of commbdities,apd into
purchases of services. In most cases, the Qanadian marketing ana;yst wiii
be concerned with an appraiéal of the market‘fbr.specific commodities; If
he wishes toArelate estimates of that particular commodity market tb the
total domestic market for goods, the éppropriate figure will be.item 18.

. Expenditures by consumers (item 1) are shown sgpafately for dur-
able goods, e.g., appliances and furniture; semi-durablé‘goods,:é.g.; cloth-
‘ing; sof't goods, e.g., food; and services, e.g.,_medicél services and
holidaysf Hence, the marketing analyst who wishes to rélafe.the sales of
»gppliénces, for example, to an appropriate market aggregate could use as a
comparable figure t§tal personsal expenditﬁres on durable gdods (item 2),
rather than total personal éxpenditurgs oﬁ.goods.and services which inclgde

outlay by consumers on such diverse items as motor cars, rent and insurance.
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»'Expenditﬁrgs by'businesémen, homeoﬁneré’and.instituﬁibns (item 6)(1)
- cover capital expenditufes on‘new-donstruction'separately for résideﬁtial |
and indus#rial,'cqhmercial and‘iﬁétitutional puquges, on maéhinéry and equip=-.
’vment and on invéntories.(z) o | |
.iGOVBrnment expeﬁdiﬁuﬁgs COvér outlay on goodé'and servicéS‘made by
federal, pfovincial and munibipal authorities. They‘do nét include what the.
economisfs_call "transfer.paymeﬁts", e.g;,-social seqﬁrity paymeﬁtsAtb,indi-
- viduals, such as fmﬁily allcwahces and old age péﬁsibns.“Sepafate ihforma—
tion is shovn fof government édhstfuction, p@rchasés of n§ijaChinefy and
eqﬁipment; duflay on'otﬁer goods Qnd on directlsérvicaé,.ahd intefest‘pn the.'
portion of the pﬁblic‘debt represenfing existing assats.(s) |
‘ The above claséifidation.gf go§ernﬁén£Aéxpanditﬁres makes it pos-
sible for the marketing analyst to éomparevcénstfucfioﬁ expenditures-ofxdny'].
one type.with the total construction market.in'Canada (items 7+ 8‘f'12),.f
Furtﬁermofé,;itlis possible to relate the m;rket f;r aiparticularrtypevof =
_équipment)to the tofal‘Cénadién market fdr machiﬁefy and aquipment. ‘S§ch
.'a‘OOmparison_with én overali aggregéte df.machinery and equipment purdhaées
in Canada can be made. by reference to the sumlbf‘iﬁems 9 andilS,'
- As to0 sales of Canadiéns‘to fqréign markqts Céxports, itemAéo)
théy are shown separately for goods (item 2i)iand_£;r serﬁicés (item 22){ "
The latter includé such,items 85 expenaitures by foreign ﬁdurists in Canada,
sh&pping séace pro#ided foreigneré iﬁ Canadian bottoms, and_diviéénds énd‘

interest received byACanadian investors in companies operating'outside Canada.

- (1) This item is desoribed in the national sccounts as "Gross Domestic
Investment": "Investment" to indicate the capital nature of the expendi-
‘tures; "Domestic'" to indicate that these are expenditures made in,angda;
"Gross" to indicate that these are capital expenditures before deprecia-
tion (ses item 16 on left side of the accounts in Table 2). -
(2) The above classification follows the national apcpunts' pattern as
shown in Table 1. - - S o ‘ B
(3) Interest.paymernts by the govermment to individuals are gsually classed
as transfer payments. However, national ‘accounts statiSti?lans~have‘gene~
rally agreed to the convention of making an exception for interest on the
portion of the public debt representing existing assets. They_pons1der_
these expenditures as payments for services because»the'governmenttowned
assets are currently in operation as is the case with school»buildangs,
publicly-owned hospitals, etc. On the other hand, the\transfer~port;?n'pf
service charges on the public debt essentially represents payments arising
from debts which have been contracted for unproductive purposes, in parti-
" eular those assoociated with armement expenditures during World Wars I and II.
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The'total of.domestic and foreign markets:ls the sum of itemsleZ_
“'and 20, w1th 1nformatlon agaln shown separately for goods and serV1ces.

'ﬂslnce tobtal sales both at home and abroad 1nclude goods and serv1ces 1mported

Ainto Canada (1tem 26), these have to:-be deducted to arrive at. gross natlonal

uexpendlture (1tem 30), wh1ch it W1ll be recalled, represents the sales value
"at market prlces of the Canadlan content of the natlon 's output (equal o |
grOSs natlonal product) Agaln, gross natlonal expendltures on goods (1tem Sl)
are separated from those on serv1ces‘(1tem 52)

~ The . suggestlons made in Table 2. as %o the poss1ble reorganlzation‘

of natlonal accounts' data may be helpful to some’ marketlng analysts, while .
others may w1sh to emphas1ze a different grouplng or dlfferent aggregates. |
Untll there is more general agreement among marketing analysts themselves
in Canads and in most other commerclally advanced countrles as to the most
© meaningful presentatlon of the national accounts' data for an overall appralj ‘
sal of market conditions, it is perhaps appropriate to confine thelanal&sis.

for the present'to contentional national accounts' concepts. The adVantage

.of this approach is the éroWing.familiarity of the.national accounts as
Apresently in use and the comparabllity of some of the conclu81ons about
past growth and growth prospects with conclusions reached in other studies
with respect to both Canade and other countrles abroad (1) Hence the
.analys1s that follows is in terms of.the gross natlonal'product‘and gross_

. national expenditure. The:latter is sometlmes loosely_referred to_ln the

- following text as being indicatite of the slze andichanging composition ofA
the Canadian narket.. This is an overwsimpllclation of the actual Sdtuation

- for, -as has been explained earlier, there is a domestic'market for both'<'

Canadian and 1mported goods and services and a forelgn mariet for Cenadian~
produced goods and serV1ces (1nclud1ng 1mported raW'materlals and parts)

The purpose of presentlng what of necesslty is a s1mp11f1ed overall»appral-{
sal of the changlng Canadian marke%® pattern is to provnde the reader w1th

some general background 1nformatlon and an 1nd1cation of -the potentlallties

,

. (l) See, for example, Markets After the Defence Expanslon, U S Department
of Commerce, Washlngton, 1962+ S
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VIOf the Canadianhmarket. The taskvof.applying‘nhatever use'this baokground
information.may.have to actual bnsiness'problens and of'adapting the;toois,
~of marketing anaiysis to-Speeifio commodities.and'aggregates~iS‘one that ,:
rests with the reader. \ o o

Baslo Foroes Shaplng the Canadlan Market

~ Four. ba31o forces operatlng over several oenturles have been mostj.
1nf1uent1a1 in shaplng the Canadlan market pattern aé it is known today'
the vastness of the land, the cllmatlc.llmltatlons of a northern country,h
the nature and d1stributlon of resources, ‘and the attltudes and preferences;‘
h of the people. _‘ |

(1) Vastness of the Land, Slnce a maJor portion of Canada’s land

area 1is not sultable for agrlcultural settlement, thls has had the effeot :
-of most of this country's populatlon concentrating in some‘reglonal pockets.
‘Only a small proportlon - about one~quarter of the total ~ is spread out

' thlnly across the whole contlnent, some 4,500 m;les from the most easterly
.point in Newfoundland to thetmost:westerly point in British Coiumbia.*_Tov K
‘make Canada viable;.the country had %o develop & yast-network of means.of4 |
Atransportationfand-oommunication. The construotlon and the operatlon of-

'this network, in bturn, has represented a heaVy overhead burden on the natlon.

Even though Canada's: populatlon has been rlslng rapldly, partloularly in
recent years, and the overhead burden has dlmlnlshed somewhat on a per oaplta.
basis as. the Canadian market grew, the transportatlon and communicatlonycostsv
| still add .oonsiderably'to the costs oi“doing“bnsinees 'iﬁ Canada, partiou'larly
if the buSiness is national in»charecter. Simllarly, costs of government

admlnlstratlon are spread over & comparatively small populatlon 1n relation

'to land area, and, oonsequently, per caplta,expendltures are high (see_also
section on government merket)

(2) Climatic Conditlons. Canada belng & northern country faces

many adversitiss from the weather. Thls has- tended to delay economio deve—
lopment in’ certain flelds for many decades.. For‘example, in agrlculture,

1t was not untll an earlyimaturlng strain of graln we.s developed at the '
beginnlng of the twentleth century that agrlcultural settlement in the

Pralrle Provinces oould be cmmnenced on a 1arge scale. It was notpuntll



~l22 -
human ingenuity-creafed such medern and’expensiVe eqaipment as'the\25—ton:.
bulldozer, the newest in- 1arge capa01ty trucks and the 1atest types of |

diesel shovels and electrlc drllls,:as we‘l as such alds as the megnetometer,
geigarcounter, and the aircraft camera; that_the rioh'rescurces,of Canadaﬁs
northland could.be tapped. Technological-prcéressvhad’a 1ctdtc/dchith‘
orercoming the‘adversities of climatic and geographic hazards.; o

- Tﬁe discoVery and develcpmenp of hatural reSOUrces, in turn,"has\
1nfluenced to an 1mportant extent the Canadian market pattern" (a) Itedefere.>
mlned the composltlon of exports, about 90 per cent of whlch are now based
on the sale of Canadlan-produced natural resources, elther in raw or 1a s | R
plocessed form; (b) It opened up»new domestic mar&ets, partlcularly 1n:tﬁef>
three Prairie Provinces but more recently in theiﬁorthern.areas; where‘eare'
iier>there had been nothing but wilderness scarcelyupoucﬁed by wandering
Ihdian tribes or venturescme Canadian fur ﬁrappers..’ o B L

But agrlcultare and northern development are not the only aspects:
of the econcmy-affected by cllmatlc limitations. Constructlon and lumber-v
ing Operaticns in this countrydare_also seasonal,operations.~ Inland-har—
bours are froien invthe winpertime,-resfricting water tranSportation;.‘Foé,

_ storms and ice mey limit air transportatlon. Fven w1th 1mportant technoloe

‘\glcal advances, inelement weather remains a bottleneck in transportatlon,‘

- and this would tend in the direction of-1ncrea51ng.the‘necess1ty to hold
greater 1nventor1es than mlght otherw1se be necessary. Cold weather and the‘
necessity to move commodities over 1ong dlstances affect the manner in Wthh S
articles are packaged and sh;pped, Seasonal occupatloas mean_greater purf,
chasing power for Canadiaas at one time of the~year phaa ap:opheratimes and

‘this, dp turn, affects phe volhﬁe of sales to‘the domestic’markef; A nor—‘
thern clnnate affects also the character and type of commodltles whlch
Canadians want to buy, more warm clothing, better insulated houslng, and

N

. heavy fuel purchases.

’

(3) Canada's Natural Resources._ Bountlful as these have turned

out to be, because of nature and 1ocat10n, they could only be developed with
great effort, technological’ sklll and_ln most cases large capital expendltures
by private enterprise and government. There were three majqrfstumbliﬁg'b}ocks;

'
'
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(aj The fact that many resourcés were  land=locked awaiﬁing the ,

" puildiﬁg of railways and other means of transpofﬁatibnlbefofe-they couid>bé ;
tapped. The northern frontier pro&ed to beAeﬁeﬁ moré stubborﬁ}thaﬁ the west-
ern frbntier; requiriﬁg éli the genius and,déterminati§n £ha£'humén nature’

‘gould muster énd all the soientific and techﬁicél‘squipmeht thaf the hunan
mind could create to wrest from the land of the north 'Ehei vast resources that
have been and continue to bé‘ﬁncovéréd uﬁderlicej rdéﬁ; water»aﬁd muSkeg.'

- The develépment of’ non—ferrousrmetalé depoéité in‘Noftherﬁ Ontério and Quebec
is an example- of this, | | |

(b) The fact that many resoufces,doﬁldibé déyeloped on1&‘after
seientific discoﬁefies and édvéncés in technolpgy'df pféduction hed been
made. Thefcoﬁbination of.laqge timber;resourcéé.and,the defelépﬁéﬁt of
hydro-electric power mede Canada a leadiﬁg nqwsPrint'producer in the 'twenties{
The tar sands‘of Alberta still'await the,disqdvery of an économical method ,
of extraction. | |

(¢) The fact that vas£ resources, because of distant locations
and the difficultiés presented in éxﬁraction,:CQuld only be déveloped econo-
mically on a large écale. But 1arge—sca1e productién was only Justified if
extensive and continuihg ﬁarkeﬁs could be'found“fof ﬁﬁe WEalth the‘Canadian-
sarth héld.> Since the domestic market was small, many natural’réséuréeg
could be developed only if dependablé'expérf markets could be found;(l)
These were in féct found but sometimes a goéd dgal of patienceAwﬁs{neces-
sary. Markets matérialized in the case of wheat and other gfains ih,ﬁhe,l

.first decade of the ﬁwentietﬁ chtur&,,neWS?fihf end non-ferrous ﬁetais
particularly after World War i; with the'latter'givén an,added spuft byithe
militafy exigencies of World WérAII, the ihternatiéﬁal_réconstrucfiqnvand-
deﬁeioPment peeds followihg Wbrld~Waf'II, and the'rgarmamsnt programmg-aftér
the outbreak pf the war inAKoreg."In nore recenf years, declining feservgs
of Uniﬁed States high?grade irbn oreihave induced fbis country to turn in?

creasingly to Canada as a supplief, The arrival of the atomic age has

(1) There are exceptions to this, e.g., in oil .and natural gas, where. the

rapid growth and increasing industrialization of the Canadien economy has

- provided smple opportunities to absorb domestically most of the newly found
resources. - _ ‘ ' ~ . - o
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focused world attention on Canada's iargé deposiﬁs ofﬂhighbgrédé ﬁianiﬁm;

It was not until Canadians could develop efficiently on 8 1arge
‘scale their varied natural resources and sell them at competitlve prlces -
both at home and abroad that they were able to ralse their real incomes to
the current high levels. But for high disposable cash income per capita, |
the Canadlan market would now be much smaller. A

(4) Mako-up of the Pespls. The attituaés, Backgréana, Loyalties

and philosophy of life of the Canadlan people all have played an important_~
 part in sheping the pattern of the market.- Because the Canadlan people are
a product of & large varlety of” oultures and traditlons, there are signlfi-
cant dlfferences in thelr mode of 1199 and preferences. In fact, Canada's
domestlc market is not as - homogeneous as it is frequently made out to be.
»Rather, it is- the sum of a number of varylng regional and 1oca1 markets. .
"This 1s_someth1ng that Canadlgn fi:ms operating on a natlonal gcgle have
‘discovered: People in Qﬁebec:Cify will héveidifferént tastes‘thanipebple in
Toronto.  And the latter's preferences will, agaln. vary from those of con-
sumers in Winnipeg and V&ncouver. | A

The question arises whether there are some broad general charac—
teristics of Canadlan attitudes whlch 1nfluence development and the mafket\
pattern. One such common_characterzst;q that‘1s~most,frequently'mentloned
‘is the consefvativé néture of Cénadiéhs and their cauﬁious wﬁyjof‘doihé
things. As notable an authorlty as Dr.'W.A. Madkintosh, the principal of
Queen's Un1vers1ty, raises some 1nterest1ng questlons as to the general -
:validlty of such an assertlon, particularly if 1t is examlned against the o
Canadian enviromment: "In the world outside Canadians have the reputation
for beiﬁg-cautious, or even 6ver~cautiéus; ?hey:may évén bejgéﬁsidered a
little slow. In fact, hoﬁever,~tﬁé hiétoricglteﬁidenéé is overwhelming
that in terms of their en%ironmenﬁ_thefopp6$it§tth‘bggn true.“fhé exten~-
sion of boundéries,Jthe building of railwajé, the setting up of the maéhinery7
of govermment, thé machinery for the administrdtion of justicp; hav§ always
ten&ed in Canada's history to,oﬁtrun the'limits>of settlement. In thé'
gourse of Unitéd States history there were périods:whenAit wﬁéidifficult

for the epparatus of transportation and-government'tb eatch up with the
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rapidity of settlement. In contrast, Canade went through long periods of

: waiting for the possibilities of settlement to cateh up with the projects

. ) ! N
which had been seét out for government and for economic expansion. The bases

. of economic development in the northern half of the continent have disclosed -

themselves slowly and reluctantly.. Opportunity walted on teohnloal develop-
ment and on world markets, Plans and organizations have frequently been
far ahead of 0pportunity."(1)

Opportunities to Do Business« Another concept widely accepted by

foreign business firms interested in exporting to Canada is that this market

is a very selectlve one, d1ff10ult to enter and hard to cater to. It is

~ true that Canad1ans,,11v1ng next to the United States, have been 1nfluenoed

to a great extent by the high living standard5~prevailing in that country.
Further, Canadians have comparatlvely high- inoomes, m&slng it possible for
them to demand goods of high quallty with prompt serV1ce. Cenadians also

i}

believe in a competltlve system. They expeot to buy in the free markets of

- the world at the best‘possible price. In relation to the size df their

market, Canadians depend heavily on pUrchaees abroad - close to one-quarter

of the gross national expenditure goes for imports of goods and services.

Hence, the opportunities for foreign businessmen to sell in the Canadian

market are varied and plentiful. But .the opportunities that do exist can

be grasped only by aggressive salesmanship and by the efficieﬁt>ooverage

and service of the market. This, again, cannot be‘done.from a distahce Eut
reguires continuous on-the-spot of forts . -Thefe is tﬁen some doubt whether

Cdnadians are always as conservative as reported, or as hard to sell to as-
is sométimes made out. If there is'a oommon‘oharaoteristio in the:atfitude
‘of Canadlans in doing busmness, it is one that is also found in many other

countrles: The approach of a Canadian wantlng to make a purchase is a

practical and down-to-earth one. He wants o be convinced that he gots

, propef value for what he purchases; he wants to be sure that he will get

speedy delivery and that he will be provided with the necessary service so

(1) W.A. Mackintosh, "The People and Their Hlstory" in Cenada: Nation on
the Maroh, Toronto, 1953, pp. 17-18. '
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»as to minimize any 1ntonvenience arising out of mechanical breakdowns or -
other causes. In essence,_the Canadlan customer,tbeing by world standards
fairly wealthy, is also 8 "demanding" customer who expeots businessmen to
r_cater to his whims and preferences. If this bas1o attitude of consumers is
understood, caterlng to the Canadian.market may not be as hazardous -and |
diffloult for the’ effioient buS1nessman as 1s sometlmes olaimed. |

Charecteristios of the Canadian Market

The process of growth and of changes 1n the pattern of the market'
is a continuing one. Still, in 1ts present stage of development a number
of features give the Canadian market its distinotive characterlstics - dis-=
" tinctive in the sense of the oombination of these_traits._ Many’of the
features are common also to the merkets of other lends,ithongh she,chafac;'
teristics may.differ, giving each‘country its’own distihctive marhet pattern.'

‘Similarities of Canadiah and U, S Markets. For example, there are

many similarities between the Canadian and American markets. The Unlted |
States 1s.the leadlng 1ndustr1al.nation of the worid,~providing:a 1eve1iof
real income and a stendardiof living_for its:oitigens that is nnmatohed.>
~ Real inc0mes.her\worker ahd‘standardsiof'liying in Canada arenseoond‘onl&_i

to those in the United States. Many Canadien induStries either'match; or

) nearly'match American firms in the efficiency and complex1ty of their

\

-operations, Both countries are bleSSed With an‘abundance of natural
reSOurces,.energetid people wiiling‘to mahetgreat use of whet they heve,
and a system of government which emphasizes the freedom of the 1ndiV1dual
and’ encourages prlvate enterprise. Like ths methods of produoing, ethods‘
of selling in. Canada and the Unlted States are 51mi1ar in meny respeots, as
are the means of persuading the sometlmes willing and SOmetunes unw1111ng
customer to buy =~ through dlspiay, advertlsing and the:sales agent. -

Differences Between-Cahadian and U‘S. Markets.: But'there ere also.

important dlfferenoes in the make-up and 0peration of the Canadian market as -
compared w1th that of the Amerlcan. To mention three suchvdistinotivs
characteristiosa | |

There'is first the'differenoe in size. Canada's populatlon of

about lob million is Just one—eleventh that of the United States. With.

i . N




American indUstryxtechnically_the most,advenced'in the world, United Statesv
-national output is correspondingly greater, about sixteen times that of -
Canada. Since-the expanse of this country is larger than that of the

continental Unlted States,; it means: that Canada is much less densely popu-_

lated than her nelghbour -~ evVen though most of her people 11Ve .on the southern

\
fringe of the country. Serv1ng the Canadlan market, therefore, means: =

speaking in overall:terms and not’ necessarlly‘for speclflc-areas or flrms -

a much more th1n1y spread system of distribution and acccrdnngly higher over-

» head per capita. -

Secondly, there are great varlatlons in the dependence on forelgn

:trade. Close to 25 per cent of the value of the Canadian . natlonal output
is exported, agalnst some 5 par cent in the case of the‘Unlted Stetes; This
means that Canadien prosperity, andhwdth it the ability o£'Cenadians to buy
in the-home mefket,.is influenced in no small measure by what may heppen'to
the economies ofvthe,countries to»which they seil. ”fhe United SteteS‘is.

" much less dependent for domestic prosperlty on forelgn ‘demand . 'Furthen; the
requlrements of the Canadian market are met . to a much greater extent by
‘bnylng.abroad than is the case with the American market, <In fact; Canadians.
buy abroad almost five times as muchpin relationito;thedr gross netionel |
prodnct as do Americens.. Thus, Ceneda is much'nore.vuinerable tolchenging>'

'supply‘end price conditions in'foneignlcountriee,then is'the United States.
If there are shortages abroad .there may be scercity‘of certainvcommodities
in the Canadien market., If forelgn prices are rlslng, they mej over a com=
paratlvely short perlod be. felt by the Canadlan consumer. Because Canada=‘.
is a free market economy, inflatlonary tendencles transmztted through rlslng
import costs will permeate the whole economie system, maklng_;t difflcnlt
to atoid a'significant'rise in domestic‘prices -fencept in cases of emergency‘
‘like World War . II when a broad array of control measures was requlred to
“minimize the 1mpact.of imported_lnflat;on. In the Unlted States most infla- ;

‘ tionary pressures are,generated domestically. R1s1ng prlces, partlcularly

of raw materials 1mported into ‘the Unlted States, are a factor but thelr

dmpact is of~much lesser significance for the U.S. market than for the

- Canadian,
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Thlrdly, there are some dlfferences in the 1mportance which the
two countries attach to the role of marketlng in the natlonal economy.\ It .
was mentioned earller that the productive capaclty of the Unlted Stetes is
the greatest in the world. This means that the same number of people will
produce more goods per man hour or man year than workers in any other country.
The implication is that somewhat greater efforts are required in thevUnlted
States to sell the nation's output then in other countries,‘ GreaterAefforte
involve not only ccmparatively more’buéinessTexeeutives,*advertising people -
and salesmen, but also greater resourcefulness in aetising‘successfui sell-
ing techniques that w111 persuade people to buy that’ tremendous output.

A few flgures W111 111ustrate the polnt- in mld 1954 about 25 per
cent of the civilian labour force in both countrles was engaged in manufac-
turing operations. But because American industrial production per worker is
considerably greater than Canadian, camparatively:more people were'reqaired
in the United Stabes o sell the nation's oubput, 17 per conts (in wholesale
and retail trade) of.the‘civilian labour force as against 15 per cent for-
Canada. That selling in the United States requiree greater effortvand brings
.greater rewards is also indicated‘by the fact that 17 per cent of the national
income goes to American wholesalers and retaiiers.' In Canada the'prepor-
tlon is 14 per cent (natlonal 1ncome flgures relate to 1953) A similar
.story of greater efforts in the United States. can be found 1n a comparlson
of per capita expendltures on edvertising, marketing research and many other
endeavours that go with.mass_eelling or planning for future sales expansion.
These differenees are particularly noteworthy sinee they are contrary to the
expectation that a country with a horevthinly-spread populatien, such as
Canada, would require a greater sales force te market the nation's eutpat.

Over the last half a° century, however, Canadlans have made great
strldes in 1ncrea81ng their sales efforts. In 1901, for example, about
9 per cent of the 1abour force was engaged d1rectly in marketlng, agalnst
the current proportion of 15 per cent. Even more significant, the number\
of production workers in Canada (coverlng manufacturlng, constructlon,,
agriculture and other primary industries) rose since the turn of the century

'by an average of 1.48 per cent per annum (cempound) while the number. of
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wholesalers and retailers and the people they:employ‘increased'et an-annual
average rate of 3.11 per cent (compound). | | ‘
While the difference in the market patterns of Canada and the

United States should not be over«emphasized - for geography and history have ;
been strong moulding forces on the North American Continent - it is suffi—
ciently great for the alert bu81neSSman and the experienced marketing analyst
'to study carefully the distinctive features of the Canadian market in efforts
to formulate appropriate production, sales and advertising programmes. Onlyi
thue ere they likely to avoid disappointment and the’ making of costly)mief
takes, or at least minimize theirﬁincidence. | o

| Since this is an introductory_chapter, the oistinotive cnerecter-
isties of the Canedian market cannot be diecueeed'fully nor in uetailf ABut
three of the more'important_features~can be summarized‘brieflyi' (e) dynamic'
merket of a predoﬁinantly private enterprise type, (b) heavy_dependenoe on
-axports and imports, (c) regional andvlocal variations:and changee in_the‘
urban-rural pattern. | |

Dynamic Market. The Canadian market is a dynamlc market of a

predominantlv privete enterprlse character.' One of the magor tests of
whether a market is dynemic is to consider its rate of growth_ano the.regu-
larity with which economic expansion occurs over a 1ong.period.of tiue.

Now nere is the way the Canadianrmarket’has grown in real.termsA
between 1900 and 1953.A A .‘p

. In 41 years out of 63 it has expended- in 10 &eare it has'declined; o

and in 2 years it has shown little change (less than one~ha1f of one per
cent) Only on one ocecasion in this century did the Canadian marlket shrink
in size continuously for a period of four years, from 1929 to 1933, In. the
other instances, six altogether, the contraction of the merket 1astad
apprOXimately 12 to 18 months, rareiy‘reaching 24 months.‘ .

In‘absolute terms ' the largeet single contrection of tne Cenaoian
" market in.eny one year (ae reflected in groee national expenditure) involved
a drop of about one billiOn dollars in 1921, The most rapidiexpaneion took
\place in 1951 when gross national expenditure rose by $3 1/3 billion.

Allowing for changes in the general price level ‘the decline in 1921 and
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the increase in 1951 both amounteo'to about a;7 per‘cent change in volume.
Notwithstandlng the 1nterrupt10ns in the long term growth of the l
Canadian merket, the rate of expansion over the last half a oentury has been-
" most remarkable. The market has grown at an ‘ennual average rate of 3.62 per
cent (compound)(l) in real terms. Canada's populatlon durlng the same
period, as 1ndlcated later, grew at an annual average rate of 1,95 per cent‘
(compound), This means that a little more ' then half of the growth in the :
- : Canadian markeﬁ has,been dﬁe‘toVpopula%ion:inorease‘and a littlelless then R
half to rising per capita inoomes. . | |
In 1900 the Canadlan market 1nvolved sales of around @l blllion.
In 1953 the market exceoded $24 blllion.> If allowance is made for. prlce
changes, the record suggests that the Canadlan market has about doubled in

volume terms every 20 years over the last half a century;“

Private Enterprise Market. The factors that haﬁe contributed to

its rapid, though somewhat uneven growth, are further elaborated in the
sectlon that followu. But an 1mportant aspect of ths subgect can be indi=-
cated now: one of the main»motlvatlng'forces-ln the development and‘expan-l
sion of the Canaoian markeﬁ hes been the deoisione‘of:private indiﬁiduals
and corporatione to- go ahead'With~the developmenf of resouroea,‘with the
erection of manafacturing plants, and with the openlng ofvneW'businesses. .
While govefnmentsAhave'encouraged eoonomic enpansion and faoilitated‘the~
opening up of the country, it has largely been prlvate initietive and 1nd1-n

vidual rlskwtaking that have created the Wealth and the hlgh standards of

(1) The compound rate is a measure of the rate of change, usually employed .
to indicate changes over long periods of time. To indicate changes over
short periods of time, frequently simple rates of annual chenge are used,
but- their use over longer periods of time is apt to distort the relative
pattern of growth or decline. A simple rate of annual change is détermined .
by dividing the percentage difference between the initial value and the.
terminal value by the number of years intervening. A compound rate differs
from a simple rate in that the initial value is increased or decreased each
year by the ennual growth or decline which has occurred. Thus, the compound
rate of change for a year is determined with reference to the value in the

- preceding year rather than with respect to the value at the beglnnlng of

the period.. The following formule is employed in. computlng compound rates.
f r h t + n o

or pe oentage change: (1 r) , S e, Where r = oompound rate; = number

of years; S = value at the end of the perlod P= value at the . beglnnlng
of the perlod.




1iving whish Canadians now enjoy,; Yot it is-a paradsx that the bésicaily~
private enterprise character of ‘the Canadian ecqnoﬁy has'besn & factor con-
tributing to the variations in the »m‘te of growth in Canada's ééonoﬁiy’,
Individua;s and private corporations‘ponsider tbé ecosomic'oppoftunities
offered by changing dsmeStic and_fofeign markets bettgf'ét same>timss than
at others; and it is natural that'their assessment of.the business outibok
leads them to expand operatlons on some occasions and csntract them on‘others.
The following f1gures are 111ustrat1ve of the faot that most- of
the declsions affecting the Cansdian econamy are An’ private hands- 82 per .
cent of Canada's gross nathnal expendlture of_$24.4 billion ip_1953 wa.s
'ﬁads>by the private sector, 18 per cent by the govefnﬁeht sector. This
latter proporsion'was,made up of 10 per cent of paymepts»to'ﬁrivafe industry
‘ wofking on govermment ordérs, with fhé remgiﬁing 8'psr cent consistingiof »
'wages and.saléries-paid to»ﬁersons>in the direct employ sf‘fédersl,‘provin-
cial and municipal governments.(l)’ As to inVEstmsnt,‘priﬁgtescapital éxpesf;
ditures accounted for 73 pef cent of‘ths total of $5.7 billion in 1953,
27 per cent fepresehted publie investment.‘\fhis propqrtion_consisted of
9 per cent represenfing capital spending By publicly-oﬁnea business cofﬁsra-
tions, é.g}, Canadian National Railwsys,>Trans—Canada'Air>Lines, andiHydrs~
Electric Power Commlsslon of Ontarlo, 14 per cent capltal outlays by federal
~_prov1nc1al and munlcipal government departments and 4 per cent for new in-
vestment by governmentmoperated 1nst1tut10ns gnd on housing for mllltary -

and government personnel,

Role of Government. The role which the Canadian Govermnment is

playihg in encouraging a continued expansion of the economy, particuiaflyxz,v' - |
in the more recent period, has been desoribed by the Minister of Trade“and o
Commerce in the followingsferms:

"Since tﬁa\end of‘Wbrld War II, the Céhadian Governmént*has made
a conscious and delibefate effort:to influence the rate and difec?ion bf»»'

economic and industrial gr6Wth in Canada. In the main, its poligies have

(1) Interest payments on the national debt included Under'governmeht-éxpendl-'
tures on goods and services comprised a fraction of one per cent and is in-
¢luded in the proportlon of 18 per cent, mentloned above.’ :

S



- 32 -

been directed to creating a favourable‘economio climate in which individual

initiatiVe thrives and businessmenSare enconraged to expand their capital

faci}ities to cater to growing domestic andAforeign markets.

"When ‘we were faoed W1th problems of rearmament and inflatlon,

the Government was gquick to introduce measures which encouraged essentlal

expansion, and discouraged expendltures with a 1ower'natlona1'pr1ority. Bnt,

exoept in sueh speoial circumstences, the main emphasis of the Canadian

Government was directed toward helping private enterprlse to do a good Job.
For we in Canada believe that in the long run this 1s the most effective way

to increase the wealth of a country andtof its 1ndiv1dua1 citizenss"(l) |

To alloW'free‘market forces in Canada a maximum play,‘while at the‘
same tlme attempting to avoid severe econamic fluctuatlons, the objectlve of
. govermment economic poliecy has been stated to be: "to promote contlnulng
expansion and to disoouraée infiation" and to avoid Wartlflclaljstlmulatlon‘
of non-competitive industries even when there seemed to\be shortérun advane2
tages in providing‘that stimulation." The basic philosophy behind.tne‘
Cenadian Govermment's efforts to assist in a proper functloning of a largely A
private enterprlse system has been expressed in these terms:

wip buslnessmen are persuaded that the Government is.norking‘with‘i
them rather than'against:tnem, if they are persuaded that the'Governnentl
is doing everything in its poner to help in finding'newtmarkets ebroad and
to promote the sound_growth-of'the Canadian market, I believe thej-Wili be
'encouraged to take risks. It is . no accldent that Canada is regarded as a
‘preferred area for foreign 1nvestors."(2)

The dynemies of the:Canadian narket suggest tio things to;the’
young men embarking on & business oareer in this conntry- (1) the Canadian
market is llkely at least to double in size during his 11fetime, (2) judglng
from past experlenoe, the long term chances of an expandzng as agalnst a

contracting market may be four to one. .

.(l) Address by the Right Hon. CaDs Howe, Minlster of Trade and Commerce, to.
the ‘Dalhousie Alumni Association, Halifax, N.S., February 28, 1955, p. 5.-

(2) [Address by the Right Hon. G.D. Howe, Minister of Trade and Commerce, Cana-
dlan Club of Toronto, Aprll 5, 1954, on "The Role of Government" pp. 5 and 6.
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Dependence on Foreign Trade. :The prosperity of the Canadian

écongmy depends to an importeant extent on the meintenance of & high leyel

of fofeign trade. A numbar_of natural resources bépausequ_locgtion>or
character can only be developed if they caﬁ.be produéed in large~quantitiest
“and sold to markets considerably 1arger than the Canadlan.l This is frue for-‘
agrlcultural products such as wheat as well as 1ndustr1a1 raW'materlals

such as iron ore and non-ferrous metals. Other reasons why Canada is a>ma30r
exporting natlon are proximity to the great markets of the United States,

and the gomparativgly low cost of shipping many of Canada's produots to the
heavily populated and highly industriplized areas of Western Europe, and

1more 1attef1y to the rapidiy developing areas of the Far BEast.

Thehhnéortance of foreign markets to the ﬁaintenande of a high
level of economic activity in Canada is illustratéd‘by the fact that 6xport§
of goods‘and serﬁices represent close to one-quarter of the grdss ﬁational
product in Canada. In 1958 the actual propbrtion we.s 22.3 per cent, exports
: of goods accounting for 17.7:per:qent and exports of services (e.g., éxpendi-
\tures by tourists, dividend paymeﬁts, shipping and"insuraﬁce services, efo;)
for 4.6 pér cent. "As Table 3 suggests,-the pr0portion‘of total_exports to"
‘gross“national product may Qary a good‘deal over time.(l) Exports Wefé of
4leSServimportancé to the Canadiaﬁ ecqnomy'at the turn of theAcentury than
nows -But they became more important in the 'twenties, and they declined.in
significance in the 'thirtie;. During World Wor II Caﬁada shipped ;arge'
quantities of raw materials and military equipment:to her allies énd as a
‘result exports were responsible for a much greater proporfion of her gross
national product. The decline in'fhe prOpo;tion of total'expoftslto gross
national product indicated in the post-war period is A reflection o£ tﬁe

fact that the domestic market rose even more rapidly then export markets.

(1) Except where otherwise stated, the gross national product, gross
national expenditure. and component estimates for the period 1926 to 1953
referred to in this chapter are from the national -accounts publications.
of the Dominion Bureau of Statisties. BEarlier data are preliminary and
are from "Canada's Economic Development, 1867-1952", study prepared by
O.J. Firestone for the Third Conference of the International Association
for Research in Income and Wealth, Castelgandolfo, near Rome, Italy,
September, 1983. .
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TABLE 3. ~ EXPORTS AND IMPORTS OF GOODS AND SERVICES
AS A PROPORTION OF GROSS NATIONAL PRODUCT, -
CANADA, SELECTED YEARS, 1900-1053

o - . Per 6ant’of GroésiNatipnal Froduot
Year | Exports of Goods ~ Imports of Goods -
and Services _..and:Serviges
1000 | 197 | 2w
1920 ' -1 .. 80.00 - = L 34,9 :
1929 E ‘ 2643 y 31.4
- 1939 . 25,5 - 23.3
1946 -~ . . 30.5 . 24,7
1963 g 2243, . - 24,1

TABLE 4. - EXPORTS AS A’ PROPORTTON OF PRODUCTION -
AND TMPORTS AS A PROPORTION OF CONSUMPTION,
SELECTED COMMODITIES, CANADA, 1963

Commodity - 1. ‘ Per\oent>

Exports as a Proportion
- of Production : -
Nickel ' 100.0

Asbestos C . 9643
Newsprint S 94,0
Zine ' ‘ o ' 88,0
" Aluminum , 87.8
Lead A 83.5
Gypsum . B 73.6
Copper . 72,8
Wheat and Flour B o 56.3
Sawn Lumber L - B0.b -

Tmports as a Proportibn'
of Consumption

Tron Ore I go.8
Raw Wool : : ' - 73,0
Coal ' - 60.8

Crude Petroleum - 53,0
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The fact that Canada is exportlng the bulk of": her productlon 1nla
number’ ‘of oommodltles is illustrated in Table 4. In 1905 for exmnple, a11
- the nickel produced in Canada wes exported - Caneda's own comparatlvely Small
'requlrements were met out of 1nventornes' 96 per oent of asbestos was ox-
ported, 94 per cent of newsprlnt and so on down to 51 per cent of the total
'ilumber sawn in Canada. In “wheat (and flour) Canadq exports, as & rule;
tsomething like two-thlrds of her output. In_iQSS, beoansé ofda;reco?d‘crop,d
inventory holdlngs of wheat~ross rathor notably and the\proportion of nhedt'
exported to‘total production‘droppediﬁelow-the long-term éverage to 56'pén t
cent ofiproduction. ‘ 3 | o |
In most years Canadlans 1mport more- than they export,-the dlffer—
- ence usually being met by cap1ta1 imports and on occasion by a draw1ng down‘
of forelgn exchange'holdlngs. At tlmes,‘however, exports have exceeded -
inports by a considergble margin, such as in tho.periodoof World War Ii-and:
‘thé immedioteAreoonstruction period when Cénadians made darge shipmonts
abroad to help otner oountnies in their reconotruction ond.rebniiding‘_
‘efforts, In i953‘imports of goods end services fetﬁesénted 24;1_p9r~¢ent
of the gross nationsgl prodﬁct,'i?.s éer‘cent being maede up of imports‘of
goods and”6.8 per:oent of imports of services. In otoraii terms, thedroie.
of inports in the:economy hes not“changed very>muoh over thediast half e
century, the’ proPortlon hav1ng been 23 7 per oent of gross natlonal product_”
»in 1900.. However, there were 31gn1flcant changes in the role of 1mports in
the interim, partlcularly in the 'twentles. In 1920 a more rapld rise in
import than domestlc prices drove up the ratlo to n hlgh of 34.9 per cent.:
Bven after prlces.had come down 1n the 1atter part of the 'twentles, 1mports‘ﬁ
>remained at a very high proportion of gross nat1ona1 product the ratlo
belng 31.4 per cent_1n.1929. Heavy imports. of capltal equlpment was one’
fector contributlng to the hlgh volume indlcated for 1929,
| The reasons why the Canadian market has been, and contlnues to be,
supplied to an important extent by 1mports from‘abroad_lnclude: thene are
8 number of commoditieo whioh are'not,indigenons to‘Canada, e.g;;franvcotton;,
natural rubben,'citrns fruits, ooffée and banxito.n Then there are other

items which. cannot be produced here as officiently as they are abroad.
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\Frequently the-reason is the comparatduely small size oflthe Canaddanzmarket,
which makes it difficult to apply mass productlon teohnlques.‘ In other cases
lower wage costs.may be a factor. The geOgraphic locatlon of both the source
of supply and the market may have a good deal to do w1th determlnlng the
» Volume of imports. For example,. Canada imports subSuantial quantlties of
~iron ore while at.the same tlme she 1s,be60m1ng_a grow1ng.exporter of 1ron»
ore. As Table 4 shows,‘Canada imported 81 oer cent of her total,domeSticA
consumption-offironjore in 1953}‘:Other‘items troughtiinto}Canadadln large
quantities even though donestically produoed.include raw wool,icoalland crude -
petroleum; though the latter Wlll‘diminish in importanoe as the diétrlbution
of Alberta 011 pxoductlon becomes more widespread.

From a marketlng p01nt of view; heavy dependence of the economy on
e high level of forelgn trade has two Important xmpllcations

(l) Decllnlng 1evels of exports mean not only shrinking revenue

-, from forelgn sales of Canadlan products and services but also a reductlon

of domsstic employment-and 1ncome, which in turn may have a detrlmental
effeéct on the size of the ddnesticlnarket'to which Canadian buslnessnen,
and importers cater.A Similarl&, anhincrease in-the,volume[of;export busi-'
ness will increase the opportundties for businessmen to do well in the
' Canadzan market. | o

(2) Canadlan prloes are.as a rule affected a great deal by foreign
price trends. If prlces abroad rise steeply, Canadlans feelvthe ;mpact
almost imnediatelyzbecause these higher prices are transmitted to the:économyl
through the large volume of imports. Similarly, if world_nricessof_goods
produced in'Canada riSe,Athe only way - that is, without government control -
that Canadians cen retain at home o sufficient,volume of these;comnodities
is by meeting the prlces that theSe-goods oommand dn world markets.-:Henoe,l
both a large volume of exports and’ of imports makes it well nlgh 1mp0331ble
:for Canada to shut herself off from the effects of 1nf1at10nary trends‘
developing emong her maJor customers and suppllers. There are exceptlons'f.
to this 51tuatlon as, for example, the World War 11 perlod when strlct supply,
‘lprlce, wage and foreign exchange controls enabled Canadlans to ward off _

_temporarlly many of the effects of a general rise in prlces abroad.
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'Regional'Varietions. ‘The point has been mede that the Canadian

market is not homogeneous but an. aggregate of dlfferent revlonal and looal .
markets.' Thls thems 1is elaborated in- subsequent chapters in this book. Here
by wey of 1ntroduotlon a few of the highlights mlght be mentloned. |

About three~f1fths of Canada s population, which in 1905 exceeded
152 million, live 1n the central prov1nces of Ontarlo and Quebec. Close to
"one-flfth ‘live in the three Pralrle Prov:nces, Alberta, Saskatohewan and
Manitoba, ‘with the remalnlng one-fifth in the. eoastal prov1nces on the Atlan-
‘ 'tic and Paclflc,Ooeans. Brltlsh Columbla s population represents about three-
quarters'of that of'New,Brunswiok,.Nova‘Sootla,'Prlnce‘Edward Island and .
Newfoundland comblned. :A ‘ | R I

But 1t is not Jjust the dlfferences in the densmty, tradltlons and o
tastes of Canada's-peoplerthat have'oontrlbutedjto yariations_ln regional
merket oonditions. An-important eddltional feotor‘has been differences in "
earning opportunltles whloh have made posslble the aohlevement of. somewhat N
1h1gher average standards of living 1n some areas then in others‘ For example.:‘
in 1953 personal income per caplta wes' hlghest in Ontario, %l 465, followed
by Brltlsh Columbia, pl,446, and Alberta, ”1’?85'f As-Table 5 shows, Quebeo,:
Canada's second most popolous province,-ranked.sixth witsla per»capitalinoqne’
of $1,038. | | | .‘ - |
Though income dlfferentlals have affected buylng hablts in the

. various purts of Canada, there does not seem. to exlst a perfect conformity
between incomes and sales. For example, per capita retail seles- in 1953
were hlgher in. Brltlsh Columbla, $996 and Alberta, $971, than in Ontario,-
' $943 though incomes were hlgher in the latter. However, 1n Quebec~where )
,:per capita 1ncomes had been lunnlng a llttle above two-thirds those of
'Ontario r951dents, retall sales per caplte were oorrespond1ng1y lower (see-
Table 5) . | | |

: Consumer preferences will determine tHe regional make-upvof the -
total market. For example, notw1thstanding the fact that Ontario ranked
thlrd in reta11 sales per caplta in 1953, it wes flrst as a buyer of motor ;
- cars on e per capita basls.. Radios per thousand populatlon were most nume-

rous in the province of British Columbia, followed by Alberta.and;Manitoba,

\




TABLE 5.

~ POPULATION,

PERSONAL INCOME AND RETAIL SALES PER CAPITA, PASSENGER CAR SALES A{D HOUSEHOLDS WITH

ELECTRIC REFRIGERATORS, ELECTRIC WASHING WACHINES AND RADIOS PER THOUSAND POPULATION, CANADA, 1953-1954

. Per Capita Per Thousand Population
Province Population(l) Personal | Retail | Passenger Households{(3) with
Income(2) | Sales(2) | = Car Electric Electriec
0C0o % $ sales(2) Refrigerators |Washing Machines | Radios
Newfoundland 383 650 ) 10.7 31.3 75.7 190.6
Prince Edward Island . 106 632 ) 593 1347 66,0 113.2 207.5.
Nove Scotia 663 896 ) 17.6 © 125.2 182.5 221.7.
New Brunswick 536 - 757 o 18.3 85,1 15846 207.1
Quebec 4,269 1,038 652 16.1 170.1 186.5 217.4
Ontario 4,897 1,465 943 32,3 224.4 224.8 258.7
Manitoba 809 1,138 834 23.8 192.8 205.2 262.1
Saskatchewan 861 1,279 948 27.9 - 97.6 146.3 253.2
‘Alberta 1,002 1,283 971 29.0 154.7 188,6 273.5
‘British Columbia 1,230 1,246 | oo6 26,7 204.1. 222.0 281.3 .
Canada - 14,781(4) 1,224(4) | s18 24.3 177.8 196.4 243.8

Source:

(1) As of June 1, 1953.

Dominion Bureau of Statistics.

(2) Data relate to the year 1953.
(3) As of September 1954. .
(4) Includes Yukon and North-west Territories.

—89-
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with Ontarioifourth in rank. Electfic washing maéhines and refrigerators
per thousand population were more numerous in Onéario, British Columbia and
Manltoba, while in such predomlnant]y rural prov1nces as Saskatchewan . and
Prince Edward Islend they were substantlally below the natlonal average.
Rural electrification in these,prov1nces while progressing rapidly 1s sti11
not sufficiently far advanced to enable-as muCh<use of electricai equipment
as in the more urbanized provinces (See Table 5).

The data 111ustrate the situation in a glven year, 1953. There
would, of course, be differences from year to year, but,'by and lapge, varia-
tions in income levels have been and continue’ to bé a major influence in
determining the size and ch@raoter of regional markets..

Local Variations, What is true for regiona1~markéts is also true

for local markets. Income levels will vary widely between citiesf "Per gapita'
inéomes Gdéclared for income tax pufposes) in Tor onto are ‘almost three times
those of Quebec City, end in Calgary they'afe about twice those of éaint

John, New Brunswick (see Tdble 6). » -

The fact that people have higher incomesiin one city thaen in
another does not necessarily mean that they willISpend:ﬁore. For exemple,
the five metropoliten cities with highest reporéed incomes include (in order.
of.importance): ‘Toronto,_Calg;r&, Edmonton, Hamilton and Ottawa. Bﬁt the
order of the highest spending cities, in terﬁs.df-refail sales, per capitg,
is somewhat different: Calgary, Edmonton, Toronto, Londcn'ahd.Vanéouver-
(see‘ Table 6). |

Differences in speﬁding and savings habits in the various cities
will have a good‘deal to do with théAsuccess which businessmen may heve in
persuading consumers to part with their money. Technbidgical innovations
arriving at different times will be.anothér factor, e.g., television, Other
infiuences include variations in the trend towards subufban living, ﬁrefer-

- ences. for home ownership against fental accommpdation, changes in mérchan-
disiné methodé, 8+5., the arrival of a new debartment store or the opening
of a shopping centre, dlfferent sets of values placed on consplcuous con=
sumer spendlng, that is, keeping up w1th the Joneses, ete. Stlll the fact

remains that income levels are an 1mportant determlnant of the size of the
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TABLE 6. - INCOMES AND RETAIL SALES PER CAPITA, FIFTEEN
METROPOLITAN CITIES, CANADA, 1951 AND 1852

§

- Per Capita

s . Per
Metropolitan " Incoms Declared ~ Capita
. Centres for Inoome Tax(1) Retail Salos(2)
A $
St. John's (Nfld.) 624 - 953
Saint John 683 - 790
Halifax. 728 919
Quebeg - b43 708
" Montreal 1,010 ~ 869
Ottawa 1,115 T 892
Toronto 1,450 . ©1,114
Hamilton 1,198 -~ 986
London 1,030 1,077
Windsor ‘ 1,040 922
Winnipeg - - 1,030 997
Calgary 1,294 1,309
Edmonton 1,243 1,207
Vanocouver 1,093 1,070
Viotoria 1,009 983
Average for ,
' Fifteen Centres 1,108 - 982 -

Souroé: Population and retail sales data from'Domihion_Bureau
of Statistios, income declared for income tax from

 Taxetion Statistios 1954, Department of_NationalARevénue.

(1) Data relate to 1952..
(2) Data relate to 1951.
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market. Knowledge of income levels and inooﬁe_differentials is, therefors,
en essential tool in any appraisal of the varying market prospeéts for
particular regions or particular localities.

Changing Urban—Rural‘Pattern. Narketlng methods in Canada have

been greatly influenced, emong other things, by changes in the urban rural
composition of the population., At the beginning of ‘the twentieth oentury,
& little over one-third of Canada's populaﬁion lived:iﬁ urben gommunitiés;
The reméinder lived either on farms or-'in other rural settléments." By the
middle of‘the twentieth bentﬁry, the siﬁuation‘ﬁaé about reversed. Over'the
long term Canada's farm population has decllned consmstently, desplte some
temporary 1nterruptions as a result of a back=- to-the~farm movament in periods-
-of depressed economic conditlons. By 1921 Canada's farm populatlon was stlll
37 per ceﬁt-qf the total population, but by 1951 1t was down to 20 per cent.,

How Has the>Canadiah Market.GrOWn? '

Varylng Rates of Growth. The Canadian market absorbed a total»of .
" over &24 bllllon in goods and services in both 1953 and 1954. In volﬁme
terms, thls is over six times the market Canadians knew in 1900. As.has
been indicated earlier, this implies that over the last half e century the
market grew at an annual average rate of 6.62 per oent (compound). This is
equivalent to an annual expansion in the Canadian market of close to 9900
million in 1953 prices. (For details covering the.perlod'1900~195$, see
Table 13 at the end of this Qhapter.) |

Market as a Whole., The picture of growth which the Canadian market

represents iS'one\of rapid expansion generated By population increase, grow-
ing ufbanization,kspeeding up of resources development, establiéhment of newl
induétries{ the opening uﬁ of new sales opporfunities!abroad,>and rearmement
efforts in periods of hot and cold wars; Examples of periods of rapid'ex;
pansion, besides the two world wars, are theifirst decade of the twentieth ,
oentury, when the Prairie Provinces were qulokly settled and grain growing
established on & large scale, and the period following Wbrld War II marked

' by efforts\to expand and consolidate those industrial galns made durlng the

war and to develop a_mulfitude of natural resources, some newiy-discovergd,
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others made profitable of deVelopment by expandlng markets and 1mproved
methods of exp101tation. (

' ,There were also times of slow growﬁh,_of~e,1evelling‘off in~ece-f
(nomid act1V1ty “when some of the speclal stlmulants meking. for rapld expan81on
were largely absent as, for example, the period from the beglnning to the
middle of the 'twenties., Flnally,‘there have been perlods when' the Canedden .
‘merket‘hes contracted, in most cases for a_metter of mehﬁhs, in otners for
a métter of years, &s, for exanple, in the early léSO!s; - | |

. Vanying rates'ef growth and tempdraiyYEOntraetions_in nhe,Cenadianl
market ere illnstreted in Table 7. Tne.Canadian‘economyiexpanded most rapid-
ly in overall tenms_during:Wbrld Wer II, &8 indieeﬁed by the érewth in the =
gress netienal‘nroduct averaging 8.64 per cenn'per'annum (compound); The |
period of the most pfonbnnced,oonfraction teok.place_in'the eafiy iQSO's
when in the short‘space of four yearsnthe Canadian econcnycdeclined in‘size )
et.an annnal avefage rate of 9.05 per cent; | |

It is innefesting~to note that the growth of the‘Canadian market

in the poSt-Werld War II peried, though nnsurpdssed in absolute.terms, nes g
actually slightiy behind #he expansion in the‘first two decades of this |
 \eentury and in the 1920's in relative terms,.nhe more. necent annnal rate of
1ncrease (in terms of gross natlonal product in constant dollars) amountlng'
o 3.30 per cent as cumpared w1th 3,75 and S 74 per cent respectlvely, for
the two earlier periods,

There are, of course, good reasons why the expansion of the Cana-
' dian'market was‘more rapid‘during the World Wer II then in the'period_wh;ch'
followed. uThere was & great deal of slack in the soonomy. When nar‘commenced
in’ 1939 but thms we.s quickly absorbed as the demand for industrial raw o
‘ meterials,. foodstuffs and 1ndustr1a1 products as well a8 mllitary personnel
‘mounted rapidly. Vhen the war ended there was llttle s]ack to meet the _
.heavy requlrements arising from Canada ] deslre to help in the reconstruc-
tion of war- devastated economies and to satlsfy the strong backlog in the

demands of Canadien bus1nessmen and consumers a8 they endeavoured to com= .

pensate for the meny years of under spendlng._ Hence the faot that the ‘

econamy did not grow as rapldly in the immediate post-war perlod as in the
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TABLE 7. - VARIATIONS IN_THE RATE OF ECONOMIC GROWIH, IN REAL TERMS, CANADA, SELECTED YEAR3, 1900-1953

Percentage Increase or Decrease

Increase (Compound)

4.58

Expenditure . Government Gross
{ on Consumer: Gross Expenditure Exports of National Expenditure
Pericd’ - Population Goods and Domestic on Goods ~ Goods and Annual Average
' Services Investment and Services’ Services Total (Compound) -
1900-1920 6l.4 89.0 197.7 183.6 211.0 108.8 3e75
. 1920-1929 17.2 32.8 64.2 65.1 85.3 - 39.1 3e 74
1 1929-1933 6.0 -17.1 ~89.5 - =15.9 ~25.3 ~29.3 -9.05
19331939 6.0 25,0 593.3 ©40.3 52.1° 50.2 6.28
1939-1945 T.1 43.2 -41.1 279.2 70.5 64.5 8.64
1945-1953 22.4 - 42.7 335.8 -23.3 -4.0 - 29.8 .-3«30
1900-1953 Annual Average . . . : ,
1.95 $3.20 4,26 5.39 - 3.62

™ Q? -
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preceding eix years was due fo the physieal lﬁﬁitatione stending in the.ﬁay’
- of increesing.output to meet the demand fhet was developing rather than to
any insuffieiency.in teat'demand,':Hence; for a good part of the post-war
period the éroblem was.one‘of inflatien rether than 1aek of demaﬁd; |

The point to remeﬁber~is fhaf the.markee may:at‘timeé gr ow fairly ,
slowly because there is insufficien£ demand to make'full use ofnavailabie-
‘resources and capaclty. But it may also grow comparatlvely slowly 51mp1y
because the economy is operatlng at full or near-full capacity and growth
is slowed by physical lxmltatlops rather then en inadequate volume. of poten;
tial seles. Heﬁce; the absolute growth of the Canadian'market in aﬂy'given
year, or even the rate of growth of the Canadian market over & short perlod
of time, may not be. too meanlngful per se. One needs_to_look at the under-
lying economlc‘forces which shape the.patternAof theAéaﬁadian @arket and 

determine its rate of change over a period of several years.

Market Sectors. Not only is the harket as.a;whole»érowiﬁg ét vary-
ing rates, but so are its ﬁajor components Dlstlngulshing four magor :
markets, consumer goods and cap1ta1 goods sold to Canadlan re51dents, pro~.
ducts sold abrqad, and goode‘and services sold to governments) it is the
government merket that has risen more rapidly during the peried_inO:toi
1953, at an annuel average rate of 5.39Aper'eent'(eompound). The main»
rreason for this‘is the growing defence burden which theeCaﬁadian.eeenomy\has
hadAto shoulder. in the federal'eudget of 1960 defeﬁce expenditures were |
negllglble, but in 1953 they represented three quarters of all the expend1—
tures on goods and services made by the Federal GOVernment (see also next.
section). A » f_i }” ‘ ‘ ) 'w‘f

VThe next to grow most fapidly wasrCaneda'sfexport market; at an
anhual average rate of 4.58 per cent. Thisiovereil rete of grOWth,~hoﬁever,
hides the fact that, though,ie the earlier ﬁeft of this century~0anadq's'

: fofeign markets expanded more rapidly than'her demesticAmarket, this trend
has been reversed‘in.recenf yeers (see Tabie 7). - |

The domestic capltal goods market greW’ln volume terms at an
ennual average rate of 4,16 per cent (comp0und) over the perled 1900 to 1953.

The domestic consumer goods market moved slowest, 3.20‘per cent per~annum1
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While the consumer market was somewnat sloWer tO'oxpand.tnan>tne otherithree‘>
typesé it showed a.great deal ofvresistanoe when,the:Canadian.economy faced=
the shock of‘tne depression in the:Ythirties.”.from.1929:to 1933 consumer
'expenditures in real terms declined; 17 per cent; just}about ons'per cent
,more then the deciine inbgovernment*enpenditures‘on goods:anddservices..
Exports of goods and services were down 25 per cent and gross domestic 1nvest~
ment, reflectlng the market for capltal goods and inventory 1nvestment , we:s
down 9Q per cent. V

The data in Table 10 1llustrate the feast and famlne bu51ness that
- industries catering to the capltal goods market have faced in- the past. Next

in degree of vulnerabllity have been the export 1ndustries which depend on

the vagarles of foreign trade.> Decllnes 1n~economlc act1v1ty seem to affeot-

least 1ndustries caterlng predomlnantly to the consumer goods and government
markets. However, except in war periods, when government purchases absorb

a very large prOportlon of the nation s output, 1ndustrles caterlng to the.

consumer and gQVernment markets are- not likely to expand as rapzdly as those

satisfylng the domestic capltal goods markets and those selling abroad,

~Penalties paid by industries meetlng the needs of these two types of markets-'

in the past in the form of sherply. reduced sales during perlods of serious
recession or depression have been more than offset by excellent bu51ness

opportunitles in’ prosperous_perlods.

Reasons for Rapid'Growth. There:are many'factors contributing to-

the rapid though uneven growth of ‘the- Canadian market. Two of the~major .
Afactors include: the 1ncrease in populatlon end the rise in- reel incomes.

| As population 1ncreases, so does the number of famllles. In fact,
as the date referred to below show, the number of fammlles rose even more
rapidly than population, and this had an 1mportent effect 1n changing the-
pattern of the Cenadian market. To throw‘sometllgnt on 1mprovements-dn_
income levels, it is necessary"to look also at tne‘underlpdng forcesAoOn—
’tributingnto it. The& include increases in’thef}aoour force,pemployment‘
and output. Further, since the.volume of sales to the Canadian market is
to an important extent determlned by the level of real 1ncomes, that 13.

’

what Canadians earn in terms of what they can buy, 1ncome data have to be
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examined in relation to price'data. Hence the remainder of this section
examines in summary fashion: population and families, labour force, employ-
ment and output, incomes'and price éhaﬁges.

Population and Families. Ceanada's population has increased in -

_every year since 1900. The smallest increase in absolute terms was recorded
‘in 1916, involving 44,000 people, the largest in 1952, 392,000. The annual
_ inérease, thus, haé varied from a fraction of one per'cent to 2.7 ber cent.
Over the 53-year period Cenada's population rose at an annualvaverage rate
of 1.95 per‘ceht (canpound) (see Table 8). Hence, in every year sin&e the
turn Qf the céntury, thefe were morevmbuths to be fed, more bodies t0 be
cloﬁhed and more poople to be housed. If population had been the sole deter-
minant of business there would have been no interrﬁption'in the expansion of
the Canadian market over the last 53 years. o

This is even more true in terms of the growth in the number of
femilies living in Canada. The net increase in the number of ‘femilies formed
from year to year is of importance to anyone studying the Canadian market

because of its special effect on the capitél goods and consumer markets,

A new family will sooner or later exert préssure on the housingAmarket in
the quest for separate housing accommodation; and this pressﬁreﬁmay result
in an increasing number pf homes being built. The setting up of a household
in most cases invoives fhe purchase of furniture, appliances, and the-ﬁulti—
tude of other articles required. A high rate of new families formed also
affects the birth rate, lMore children will mean gfeater Aemand for mahy
specialized articles and>services. Demand for ﬁotérlcars seems to Be in-
fluenced to a more important ektent by the number of families in the country
than the number of people beéause of the grester flexibility that the use of
a car allows in arrénging famil& affairs;

The number  of families in Canada rose from 1.1 million in 1900 to
about 3% million in 1953, or at an annual average rate 6f 2+22 per cent
(compound). The reasons why the number of familigs~in Canada rose more
rapidly thaﬁ.pOPulation over the last half a century include: the two world
wars which inducéd nany soldiers to marry earlier than fhey would have done

under peacetime conditions, Large numbers of 'military personnel married
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' TABLE 8. - ECONOMIC INDICATORS OF LONG-TERM GROWTH, CANADA, 1900~1953

1900

Annual Average

Ttem 1955 Rate of Change
: (Gompound)
Pééulation(l) - Thousands 6,301 | 14,781 _1;95 =
Tétal’pamilies(l) - Thousands 1,085 3,474 2.22
-Léﬁdur Forae(l) - Thousands 1,861 5,492 2,06
Eﬁployed(1> - Thousands 1,737' 5,402 2.11
Gross National Product(z) - § Billion - 1.0 » 24.4. 3,62
Gross National Produot per Capita(z) - $ 195 1,651 1,63
Gross National Produot per Person o | |
 Working(2) - ¢ 578 4,517 1,47
NQ%ional-Inoome(z) - $ Billion 0.9 - 19.0 ' 5.55
National Income per Capita(z) -4 170 _1,288 1.56
Hours Worked per Wbek in Manufaoturang 56.%1 41;5 ;0.61
Gegeral Price Index 27.9 166.0 2,50

(l) As of June.

(2) Dollar figures in ourrent dollars and annual average rate of increase based .

- on: constant dollar figures.
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_oversess and brought their war brides back after the end of the war,.. For .

example; in 1946 and 1947 some 40;000-war bridee-of members'ofothe Armed

Forces who had served overseas entered Canada. The prosperous condltlons in

. the 1920's and in the period followang World Wer I made earlier marriages :

possible on~econmn1o grounds. Furthermore, the possmbillty of married women
continuing’to work encouraged many young people to~take on the respon81b11;-‘
tles 1nvo1ved in foundlng a hdme. In many oases they would have found it

difficult to accept these respon81b111t1es if the couple had had to rely

 solely on the income of a young breadw1nner starting out near the bottom of

the income scale.

Another factor has been the ohanging pattern Af immigration."For
exempie{ in the earlier pnrt of'the.century greaﬁer:emnheeie wes‘pleoed:on.
unmarried immigrants of working ege. In tne‘more recent period theoemphasis
ohanged to famlly 1mm1gration, inoludlng people too young or too old to work.ly

There are, of course, exceptlons to thls rule, that the rate of new familles

formed tends to run ahead of the rate of populatlon'growth. For example, _\'

during the - depressed 'thlrties many couples had to postpone marriage, and
immigration to Canada wa.s at particularly low levels (for v&rlatmons in the-
rate of populatlon growth, see Table 8). But by and large the number of

femilies has increased more rapidly than Population per Se over therlast half

& century, Hence, many>industries appraising market prospects solely on the

basis of existing population and the possibilifies for further bopuiation .

growth may underestimatertheir potential sales, particuiariy'if theyvare'in_

. & business which caters largely to the needs'of Canadian femilies.

Labour Foroe, Employment and 0utput.~ The ability to earn inoomes -

as distlnct from belng in reoeipt of investment income or social securlty

benefzts - depends on the ablllty to find employment or to pursue ‘other -

galnful ocoupatlons, €eges in agrloulture, flshlng and busmness generally

and in the professions. Henoe{ itis 1mportant to,find out what proportzonl o
of the population is in a poeition to mork'and wants to work and,mhet prd-
portion aotually‘finds work; The former group is oalled the "1abour force" -r
and the 1etfer the "employed". Not all the employed work full time.. Some

work voluntarily only part time, e.g., students, marrled,women and olger men.
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V Others work part time of necessity, e. g., because of seaSOnal lay-offs or
‘because an industry as a result of over- production is forced to cut back |
operatmons. The bu;k of employed Canadians work "pyu1lY tlme, deflned in
statistical practice as persons working &5 hours per week or more.,

In the June 1954 survey week persons with JObS totalled 5,277,000,
two per cent of whom were not at work at all during the survey week, largely
because of illness and holiday-teking. of the 98 per cent who were at work,
91 per cent worked 35 hours 5; more during the ﬁeek. The 7 per cent who
wqued,lese then 35 hours that week was comprised of 4 per cent pgﬁt-time
workers who normelly worked less than 35 hours,_and 3“per:cent who ﬁorked
less then theirvusual work~week of 35 hoﬁrs'or more bhecause they were on
"short time", unable to getvin>a fuil week's work Because of bad weether or
illness, were on vacation parﬁ of the week, etc. 'These prepoftions‘would
- vary from season to season as well as from year to year with changing weather
~and economic conditione. | |

InI1955 Canada's labour force numbered 5.5 millien, of whom about
5.4 million were employed; Over the -last half‘a centufy the*labour force
and the number of persons employed has risen at an annual average rate of -
about 2. l per cent (compound), slightly ahead of the rate of population
increase, 1.95 per cent,

This trend has teken place in spite of various coentervailing
factors. There has been a tendency towards iater entry into the.laboﬁr\

~ force, mainly because of compulsory schooling and greater opportunities for

education. There has also been a long~term trend towards earlier‘retirement~‘

from the labour force made possible by rising productivity, as well as more
eompreheﬁeive retirement provisionSvmade éeftly by individuals themselves
and partly through industrial, institutional and gevernheqt peneiens end
Epublic old age aSS1stance arrangements .

On the other hand two factors have more than offset this trend
towngds é_slower growth in the labour force than in populatlon growth: the
entry of a greater number of women into the.laboﬁr force‘and theAreductipn
in the number of hours worked per week. The latter deveiopmentvnecessitated

-

a larger labour force to pfoduce_the same output. This increasing demand




- 50 -

~ for workersiwas not fully;met by 1mm1grant males of working age S0 that
‘pressure for greater. female partlcipatlon in the worklng force became parti;
ecularly marked. E ) -

But not only d1d opportunltles for female employment increase'7
social hablts and the menner in whlch Canadlan households were run changed
considerably over the last half a century. Two world wars and a change in
social attitudes made it acceptable, or even fashlonable. for young women to .
work elther in plants or at white collar work. Meny new‘gobs opened~up which
‘women were'physically capable of performing. ‘Rapio indnstrialieationfcreated:
meny new factory jobs whioh-entailed the operation~of macﬁines rather than -
the performance of heavy manual labour. The growth of commerce and serv1ce
- industries. created many thousands of new clerical p051tlons Whlch could
easily be filled by women.g.Opporounltles’to’work 1n‘£actorles'and 1n,officeej
induced many young.girls tonleave farms and"donesfic"Service'and7fhough}these>"
latter shifts would not'numerioaliy-change the iabour force, they would have
the effect .of ralslng the money value of output because of the greater earn-u
ings of women in faotorles or offices.
| The meohanization'of the household wasaanother.factof'naking it,
easier for married women to work, The elecific stove anq'fhe-electric waeh—
ing machine, the‘oreSSure cookereand canneo‘andfpreseroed foodsxeihplifiedv‘
household work. The growfh of the nufsefy school.and theikindergaften,-and
the reising of the school- 1eaV1ng age meant that chlldren were not as depend-"
ent on home care and superv1smon'as in earller~years. Plnally, the process
of specialii&tion in induotry and;commeroe and in.fhe service sector that is
& major characteristic of-modern society nrovided~for increaeing opportuni- -
ties to do part-time Work. This not only‘meent new waye of entering the
. labour force out.aiso presented:in many instances weicOme opnortnnitiesvto
' add to the‘fwnily.income-withoutltoo much oonflictIWifh>fami;j.responeibi-e
lities. o | L
- The grow1ng incldence of famllies with several 1ncome earners has
had the effect of increasing famlly income far beyond what appears to be .
~ 1ndlcated by data of incomes rec91Ved by the main breadw1nner. Thoe,.real

‘incomes per capita heve risen not only because 1ncreasing productivity has



made 1t possible for income earners to obtaln greater real rewards for their
‘labour and rlsks (see below), but also because a poollng of 1ncome w1th1n

the bounds of fammlmes has made it posszble to meke more economlc use of

these earnings. Forxexample, a grownvup daughter who is worklng would usualiy.

be requlred to contrlbute less to the famlly budget ‘than 1t would cost her to
live away from home.‘ Hence, more *eal income would be left for thlngs other
.than the.neceSSities‘of life. Agaln, where 8 wife 1s(work1ng, her ;ncome .
would suppleménﬁ that of her husband, enabling\thé family tb afford mény“éf“
the conveniences of llfB that mignt otherw1se have been out of reach. . Thus,
there is 11ttle doubt that bhe etistence of mofe than -one . 1ncomeAearner 1n 8 f
'family affects thg pattern of consumer and cap;ﬁal‘spendlng of-anadlan~
_families. ‘ 7

.Another Basic:factor influencing~£hé'réte of -growth. of inooﬁe
levels - quite épart‘froﬁ increases in populatidﬁ and the numﬁer of.§érsdﬁs_
' WOrklng -~ is the ability to 1ncrease natlonal output. Thisais the résult of '
expansion of the" stock of capztal in the country, Befe, plants, equlpment
transportation, cammunlcatxon and commerelal facllltles,'as well-as,an '
increase in the abilit& of the labour forcé to turn oﬁt a largér vélﬁme of
output through the use of ,ncreased and lmproved caplta] facllltles, newly-
developed production techn:ques, and 1ncrea51ng1y more efflclent methods of
work organlzatlon... | _ | » | :

All these factors hav§ resﬁlted in making it pqééible‘fbr the_f
average worker to turn.out a considerabl&'larger'volumé'of output ihva con-
siderably reduced number of houfs"per week.,A

In 1955‘the avérage-Canadian‘worker produced & total of bVer $4, 500-

worth of goods and services (that is, gross nation&l product per person workf )

ing).v In 1900_hls grandfather prqduced a.total of about w578, Allowing for
‘price changes in the intér?ening period, he produced'more‘tﬁaﬁ twice‘gs much
in 1953 as he did at the turn of the century. This:fémarkablefincreasé.ini
_output per man year was achieved notw1thstand1ng a- notable reductlon in the
~number of hours worked. The trend towards a shorter work week is 111ustrated
by daba of the number of hours worked per week in manufaoturlng 1ndustries,

which declined from 56.7 in 1900 to 41.3 in 1953, or by more than one-quarter

SN
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A‘(sée Table 8).

- 8ince 1900 Canada's_poéulation nas elmostitriéled in_slze,vano“
persons worklngﬂhavejmore than tﬁipled in'nﬁmbert- With_real;output'pegemgn ‘:j
'~ year more than doubllng, i.e.,'witn_an improvement in:productivitygvthe |
.netion's total output increesed about six andla half timee‘in>Volume'terms

over the'lest'half‘a eentury. nWithout a growing population and~anvability
1o produce $0 much more in shorter-periods of time, the Cenadien market would'
be considerably smaller than it is atApresent. Just-to vlew in perspeotive
how important hes been the produot1V1ty factor in determlnlng the present
size of the Canadian market, here is the 81tuatlon the eoonany would present
had,there been no increase in output per man year between 19OO and 1955.
With no increase, Canadians in-1953 would have‘produced a gross national
“product of $11 billion in 1953 dollars. \In effeot this'nould have meant
that standards of llving of the average person would have been less than.
one-half what they were in 1953. And Ceneda's: total market would have been
~$13 billion smaller than the record total of over $24 billion actually |
achieved in 1953. Inerease5‘1n4aggregate produetlvity‘and in the rerlous
‘industries and sectors that meke up the economy is a subject that cannot

be overlooked in any study of' the growth p0831b111t1es of the Canadlan A
market. ‘ | ‘

Incomes and Prices. The p01nt has been made that the growth of

. tne merket depends to a large extent on 1ncreases in populatlon and earned

incomes. Now the ability to increase average 1n00mes has dependedﬂlnAthe

lmain on the lndividuel'e ability to find and retain gainful.employment‘end

to increase his capacity to produoe in = giVen period of time., ﬁ
Opportunltles to find galnful employment have in the past varled

. a good deal. Levels of employment and income in Canada are determlned only

"~ in part by demand orlglnatlng at home. A large number of JObS and an 1mpor~

tant part of Canada' s national income is earned by thls country's ablllty

to trade export surpluses for those surpluses of other nations whlch sat;sfy

our wants and desires. However, forelgn demend'for Cenadian exporte is muchA

‘stronger at eome times than at others, Significant-deolines'of exports can -

have serious repercussions on the domestic economy, not only in terms of
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reduced jobs and inqomes?of?thosé workiﬁg_directly,iﬂ eprrt indgstfiss;_q‘“
but also‘thraugh'thsif sffeots uponlfhose debsndsnt‘for«théir‘iivélihood*‘
on & high level of aot1v1ty 1n the export 1ndustrlas. Even more iﬁppptﬁnﬁ;
there are times whsn the whole sconomlc elimate may change. ’Individuall
bu81nessmen and private corporatlons ﬁay decide that ths markst outlook
for e time at least, does not warrant further expan31on. Plans for new
proaects, or "the 1mprovement of ex1st1ng bu31ness facllltles, may be shelved.
Temporary retrenchment may becoms an Sver- ridlng oon31daratlon of bu81ness\'
pollcy. | |
o “As & result the nuﬁbsr of JObS will shrlnk and levels of 1n00me
will deqllns. Notw1thstand1ng the fact that the domsstlc market may be :‘V
- lerger in terms of numbers catering to 1t,_tbe absqrptivewcapaclty of~tha%
market becémes-émaller.A This ﬁas the experienoeViﬁ the depressed &thirties
Whéﬁ the Cenadien market was elmost cut in hélf;:dgclining‘in size f?om‘k*
'_W6 2 billlon in 1929 to $3. G‘billion in'1955; |

But temporary 1ntsrruptlons apart, income levsls of tﬁe Canadlani
p0pulat10n have rlsen feirly rapidly, and have been a strong and dynamlc
'factor in influencing the rate of expan81on and the- changing pattern of the
Canadian merket., E

| In 1§53 per cépita incOmés‘WGré aé'fdliows:
‘Netional inéome‘pef capita . © . $1,288.
~ Personal inooms(l)-per capite | o .ﬁi,224'

Personal disposeble income per capite, that ‘
1s, psrsonal income minus dlrect taxes $1, 127

Between 1900 ‘and 1953 national income per caplfa in real terms

. more than doubled, rlslng at an. annuael average rate of 1 56 per cent (com-
“pound) (sse Tabls 8). No oomparable date on the rate of 1noraase of .

. personal 1ncoms or personal dlsposable income are avallable.: It.appears g

that the risse of personal income before taxes has bsenyof a_somewhat similar =

(1) Personal income is arrived at by adding transfer payments to national
income and deducting earnings not paid out to persons from netional 1ncome. _
Both elements have increased notably, the former because of an inerease in-
government social securlty payments and interest payments on the national
debt, the latter because of & rapid growth of public liability compenies’
which ere now responsible for the bulk of business conducted in Canade.
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order as the growth 1n national 1ncome.(1) Personal 1ncome per caplta after

taxes has probably been rising a llttle more slowly than natlonal 1ncome or

personal income per caplta before taxes. The main reason appears to be that

. direct taxes now represent & greater proﬁortmon of the natlon s output than

' they did et the turn of the century. It is‘likely that personal disposable

income‘pér capita has risen over the last halfta*century'by a little better
| These reates seem at first glance~é rather mddesf improvement'in

and the correspondlng expansion of theg Canadlan market are con51derable.

' earning 0pportﬁnities. But the impllcatlons for the future growth of- 1ncomesv

This can be illustrated ;n the following way: Assume that the average family

were to be comprised . of foﬁr persons and incomes would be four times Per,
capita personal income recorded in 1953, or just\a little below %5,000;

assume further that personal inqohé ?er capita would rise by 1.6 per cent

 per annum ( compound ) over the next 50 years. This would mean that the

average family income; as assumed. above, would be equivalent to over $10,000

fifty years hence in 1953 prlces, an 1ncome bracket that only some 2 per cant

“of Canadian familles have been enJoylng in the early 1950's.

So far reference has been made to changes in real incomes of anah
dians, that is, improvement in incomes after the:effeét of price inflation

has been elhninéted. Iﬁ reality both income levels as well as purchesing

- power of such incomes change- .For example, between 1900 and,1953 the i

average'income por capita in current'dollar terms rose at an annual rate

of 3.9 per cent (compound) and the general prlce 1evel at a rate of 2.5 per

cent. Hence, income per caplt& in real terms rose consmderably less, at an

annual rate of 1.56 per cent,»over this perlod.

The.experieﬁce over the iast half:a‘century‘has been that prices »>
ébout doubled about every 50 years; reai ﬁatiénal incq@e,pér'cgpita‘evefy‘ |
45 years, and total national iﬁcdme in real.ferms'eée}&‘zo years.-’Two
world wars and their aftefmﬁth had atgood deal to»db_Wi%h the facf ﬁhét

prices grew more rapidly than per capita real incomes. In the latter part

(1) See footnote (1) on pfecéding page.




. factor. maklng necessary expansion: of those capltal facllltles caterlng to

B bsen made - to the fact that the four ma)or constltuent markets also grew
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of the 19th century Canadlans were spared the effectsvof a major war; Tﬁe
'general prlce level falled to show any 51gn1f10ant 1ncreases and, in fact,.
bdecllned over a good part of that period. - - R ~'- o _,  _ "'
In sum, notw1thutand1ng the 51gn1flcant rise in the>genera1 prlce
«1evel that Canadians experienced over the last half 8 century, “their money
. incomes have risen evep more rapldly. As a result Canadians have-been able
to improve.their real earnihgs substantially.‘ The rate_of improveﬁent hae
~ vafied but the trend in each generation has'been'upwerd,. Aﬁ'ﬁimes this
1oﬁg-tsrm upward‘trend has beeﬁ interrupted either bscaﬁse‘prices were
running ahead of incomes as, for e#ampie, in 1947 or beeauee inco@ee were
declining more rapidly than,pficeseas, for exemple; in 1933 an311938; “But
 over the long run thevincreaSe in the output. ae'a whole and in outpﬁt per
worker has enabled Canadlans to 1mprove thelr real earnlng p051t1on. ~Thi§
in turn hes made it pos31ble to spend more, and save more in real terms and
to meke greater provision for security agalnst the hazards of 11fe,“As &  ‘
resuit,,most ﬁarkets for eonSumer goods and sefyiees have_expéhded notably

over the last half a cenfury. The expension in the consumer'market was @

it, and so growth in the one mutually relnforced growth in the ‘other.

Changing Pattern of the Canadlan Market

In diseussing the growth of the‘Canadian market, reference'ﬁas
though at dlfferlng rates, These four markets ere: consumer\goods market,“
capital»goods market, government’market and .foreign merkets. In this con- '
cluding seetionlthe changing relative importance of these four’marketsiand‘

variations in' the pattern within each market are briefly reviewsd,

?here are two outstanding features‘arisingvout of long—term |
eﬁangss in the composition of the Canadien:mafkef}' Qne.iS'the.strongf -;: -
‘emphasis plecsdlon:ﬁhe_eceUmuietioﬁ-of eepiﬁelfeﬁd fhe'other is_the greeter
“influence of govermment in economic affairs, The‘trend‘ie lees_clser‘cut'
with’ respect to Canada's dspendence on forelgn markets. For a good part
- of the last half a century forelgn markets became more 1mportant for the

A Canadian sconomy than previously, but more latterly the s;tuatlon_seems to
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have been reversed as expansion in the domestic‘market hes outstripped that

in foreign markets. BEven so, foreign markets continued to be more important

"~ to Canadian prosperity in the 1950's than they had been at the turn of the

‘century. While these three markets have incréased in impoffance'over.thé
last 50 yearé or sé, the proportion of thé total output going to consumers -
hes declined'oorresPOﬁdingly. Thué, thé\coﬁéumer'goods mgrket has not-
risen as rapidly as the. others. But notw?thstanding this fact, the actual
ihprovement in the standaf&# of living ovaAnadians has beénvsubétaﬁﬁiai
indeed. The rise in feél consumer expenditures pér capifa and the signifi-
cant increase iﬁ population did result in aAvery greal: absolute éapansion
in the consuﬁer goods market.

The changing relative importance of the four major markets in

~the Canadian economy is illustrated in the following percentage distribu-

tion of grdss national expenditure for the years 1900 and 1953-(568 also

Figure 1):

Per cent

1900 1953

Consumer expenditures on goods and services 83 - 82
Gross domestic investment o 14 22
Government expenditures on goods and services 7 18
Bxports of goods and services - 20 22
Deduct imports of goods and services -24 -24
Total gross national expenditure 100 100

The reason why the capital goods market is now more important in
.Canada then it was in 1900 is td be found in‘the gfowing industrialization
end repid resources development experienced in the decade following the con-
clusion of Wofld War II. Also, technOIOgicéi advances andvthe growing com= -
plexity of modern society have.been importent qontributing faétors in raising
éapital reqﬁirements per worker and per unit of output. In éther wgrds, a
much greater investment ié feqﬁired nowadays %o keep a worker efficiently
eﬁployed than was the case 50 years ago. The eétablishment of mass produc~ -
tion teckniques has made it necessary to invest muéh larger sums to prodgée.
a unit of output.
| Cne of the main reaéons for govermment purchases of goods and

services assuming greater importance has been the significant increase in




'FIGURE 1 = VARIATION IN THE RATE OF REAL ECONOMIC GROWTH
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expenditures for defence required as insurance against the recurrence of a
major conflict. But even if the comﬁerison_wefe made between 1900 and. 1950

when defenoe'expenditures were much smaller than they werse in,1953, gd#ern~‘

" ment purchases devotsd to oivilianarequifements were of much greater rela-

tive importence than at the turn of the century. Over the half'oeptury.
Cénadians beoame accustoﬁed to expeoting a great many more services from

government, and also for governments to speed up and assure continuing

“egonomic development to enter various public utlllty flelds, 8.gvs the

provincial government operation of hydro commlssions and the Federal Govern-
ment establishment of tranupoztablon agencies suoh as the Canadlan National
Railways and the Trans-Canada Air Lines.

To turn now to a brief review of the four‘major markets. (For an

illustration of the changing pattern of the Canadian market, see Figurelz.)

Consumer Goods Market. In 1953 the market for consumer goods and‘

'servloes represented total sales by Canadlan bu81nessmen and 1mporters of*

$15.2 bllllon. of this $10.5 billion represented sales of goods and $4 7
biliion_sales of services, /

The consumer goods and services market in'195$ was five times
the volume of the market.in 1906. This 1ong—term growth was the‘resﬁleito
a_somewﬁat greater degree of population growth end a soﬁewhet 1ees degres

of rising real consumer expendituree per‘oapita;> Between 1900 and 1953 the

average annual rate of inorease of‘populetion was 1,95 per cent (compound),

~and of consumer expenditures par capita in constant dollafs, 1.25:per‘oent.

On a per capita basis the averege consumer had about twice as many goods

and services available as in 1900, _Beaides this vefy mueh larger volume, 
there have alSo been significant improvements in-quality and in fhe variety
of goods and: serv1oas avallable whlch are not reflected in the quantlty .
figures. As a result of the notable 1ncreaSe in the &bll&ﬁy of Canadlans

to spend more on consumer goods and services; the ‘pecple of this oounﬁry
now enjoy the second highsst standa?dAof iiving in the world,.neit only to

that of the United States,
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The>1ong~term improvement in.the standardhofpliviné hasdby,nol‘
':.means been even..‘The increase was fairlpvsloW'in the-first two decades of
thls century, as large parts of Canada were belng opened to new settlement

~and substantlal 1nvestment was requlred to build up the necessery cap1ta1
facllltdes in both the new areas and in the morersettled parts.prmlth the
sconomy fairly,weii built ué;after‘werid_War I theﬁstandard of»liViné-took‘;
8 considerable'spurt upWards,.followed by>a deciineywhen the depression hit

“this country in the 'thlrtles.. Consumer expendltures per caplta in real

’terms resumed themr rapld upwarad trend durlng WOrld War II desplte the fact

that the natlon devoted a large portaon of 1ts resources to mll:tary purposes.‘<'

- This improvement lasted up t0‘1950. The flghtlng in Korea, increas1ng amna-_
Ament expendltures, and related regources and industrlal expans1on made it
necessary for Canadlans to devote a greater proportion of thelr output to
these tasks, w1th‘the result that consumer’expendltures per cap1ta in real
terms- in both 1951 and 1952 were sllghtly below those recorded in 1950.
However, in 1953 per caplta expenditures- ‘on consumer goods and services were
higher agaln,‘and they exceeded those recorded in the;previous peak.of ISBQ
‘by 2 per cent in real terms. | - | » o |
But by and 1arge the 1ong-term trend has ‘been upward 8s adresult
of the contlnulng rise- of real 1noomes. Over the period 1900 to 1955 this
a 1mprovement in the earnlng p031tdon has made it po331ble not only to spend
more on the necessitles and comforts of llfe, but also to make more far—'
reaching prov1s1ons for protectlon against the premature,loss:of”the_breadr
wdnner,<and sickness and unemployment. . ‘ | |
| The maJor changes in the patteru of the consumer market include
the follow1ng- Canadlans now-spend less in relatlve terms on the essentials
. of life - food, clothing and shelter - than they did at the turn of the
A centuryr On the other hand many new types of consumer expendltures are
belng made as a result of technologlcal change, for example, the motor car
and electrloal appliances. Other expenditures that have risen conslderably
over thls perlod 1nolude alcohollo beverages, tobacco, health care, educa~ ";

tlon and 1nsurance. The changlng pattern of the consumer ‘market is 111us-

trated by the followzng data show1ng the proportlon of elght dlfferent groups
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~ of consumer goods and services to total consumer expendltures on consumer

AN

goods and services for the years 1900 and 1955 respectlvely (see also

Table 9):

(1) food, including food qonsumed on farms (31 and 25 per cent),~

(2) tobacco and. alcohollc beverages (6 and 9 per cent),}

(3) clothlng and personal furn;shlngs, 1nclud;ng b951des‘clb€hing, ,‘
footwear, jewelléry and watches;ihptions‘and émall waréé“apd'f
& numbér ofbreiated services 1éunderihg; dry analshoé c1eaﬁ€‘
‘ing, and repairs t? all commodity items covered (17 and
lé'pgr geﬁt), | | | »

(4) shelter, including feﬁts‘péidrby.fénaﬁts andrimpﬁted réntal
cost for hqme‘dwners‘as well as lodging*expenées‘(lé_agd
13 ‘per cent), | | i R

(5) hOusehoid-ofefations; including‘fuely electridify; teiebhdﬁe;
household supplles for cleanlng and other purposes, as Well"
as the purchase of furnlture and & great varlety of household
appllances and serv1ces related to. the malntenance of these‘
1tems- domestlc serV1ce is also 1ncluded in thls sub ~group
(11 and 12 per cent), | | | | |

(65 personal, medlcal and déath;éxpehsgs, inciuding'medié§1,>'

Vden£ai; nursing and hospitglicare; drugs,;medicipeé'and
 toilet pfeparatibns and felafed sér&iées»suchAaé thoééﬁi3"
pfovidediby”barber shops and beauty parlours (5 and o
6 per cent)%‘ :

(7) transportation, invwhich fhé ma jor dohponént‘nbwadgyéJis
the‘purchase of{motér Ears and théir opefating\6§s£s ; -
(4~and.12 pér cent); | | |

(8) miscellaﬁeous, which includeé‘expenditufes’oﬁ‘gduéat;oég

| recreation,'hbiidays, life‘insﬁréﬁcé, religious and welfare .
activities and othef purﬁoées that dO'not'fit.intﬁ any of
the seven precedlng categories (12 and 11 per cent)-

While the above data suggest changes in the relatlve 1mportance

of bonéﬁmer.markets‘over.the last half.a century,,these changes_have~been
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TABLE 9. - CONSUMER EXPENDITURES BY TYPE AND UNIT SALES OF PASSENGER CARS, MECHANICAL
REFRIGERATORS AND DOMESTIC WASHING MACHIWES, CANADA, 1900, 1929 AND 1853

X , Annuel .
. 1900 . 1929 1953 Average
S : Rate of
. .Ttem T T T ‘ Tncrease{l)
$ Will. | Per cent {.$ Mill. | Per cent | $ Mill. | Per cent | (compound) -
~ - 1900-1953
Expenditures , : A ( o : '
Food : 263 30.9 1,116 25.4 3,755 24.8 2.50
- Tobacco and Alcoholic Beverages 51 6.0 290 6.6 1,334 |- B8 3.86
- Clothing and Personal Furnishings 143 16.8 593 13.5 - 1,843 | 12.1 . 2.65
Shelter , , R 117 13.7 725 16.5 . 1,891 | . 12.5 3.16
Housshold Operation 99 11.86 575 13.1 1,885 C12.4 3.50
Transportation 36 4.2 391 8.9 1,885 12.4 5.25
Personal and Medical Care ‘
and Death Expenses 42 4.9 286 . 6.5 935 - 6.2 3.45 -
. Miscellansous . ' 101 11.9 417 9.5 1,637 10.8 2496
Total 852 100.© 4,393 100.0 15,165 100.0 3.20 -
Unit Sales Thousands Thousands . ' _
“Tassenger Car Sales 171 359 1.40(2)
_ Mechanical Refrigerators 19 458 6.19(2)
. Domestic Washing Machines 98 271 1.92(2)

(1) Iﬁ real terms. )
{2) Based on the period 1929 to 1953.
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\

neither even-nor universally enplicable to.thoee~itens making up eaoh'of‘f
the eight groups;' | | |
For example, the long term decllne of the role of food expenses
as an item in the family budget has not been a steady one.v During World ‘
War II,. outlay on food actually 1ncreased in relatlon to other types of con-
sumer expenditures in splte of the rationing of some food 1tems. Reduced
opportunltles to spend money on’ other oommodltles in short supply and con--
trolled food prices were among- thé reasons for this interruption in the |
long-term trend. .Similarly;.the‘upwnrd'trend‘in expendituree on traneporr
tation was reVersed during woridear 11 as the produotion of autdnobilesiwas
‘discontinued'to make wey for manufacture of wer'equipnent and as gasoline for
non-essential purnoses nas severely rationed. Another example is expendl-
"tures on shelter, whlch show a moderate long-term deollne over the perlod
as a whole - with some 1nterruptlons in the 1nter»war perlod when the pro-
»portlon of shelter expenses to total oonsumer expendltures ross notably.v
Here are some examples of ohanges w1th1n the elght maJor consumer-
markets, In the food oategory, in splte of the long-term decline of the
relative 1mportance of the group as a whole, consumptlon of certain items
has aotually increased.~ The diet of the average: Canadian has been enrlchedt
end greatly diversified by'the addition of more fresh vegetables and frnit
(including many non-native items ranglng‘from‘early tometoes tvoranges);
cereal, milk~and'preeerﬁed and prooessed foods to the 1aréely bread, noteto'
and meat dlet of the eerlj days. | | |
| | In the totaoco and dlooholio oeverages>group, per oapitelconsunpe‘

. o ‘ ' | ‘
~ tion of spirits has declined substantially, by about one-fifth between 1900 .

3

i

and 1951, while beer oonsunption has risen:atlen extraordinarily repdd rate,
"about 2;3/4Atimesfin>the eeme.beriod} ‘Consumptionlof tobacco'in‘real'terns
'rose'about 2—1/3 times oVer‘the laet half a oentnry.

In the olothlng and personal furnishlngs -group the downward trend
-of expenditures on clothlng and footwear has in pert been offset by rela-"
d‘tlvely greater expendltures on personal serv1ces, some of whlch were unknown '-
or used only llttle at the beglnnlng of the ZOth century, e.g., 1aunder1ng,

..dry cleening, and shoe shining..
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In- the market catering to household‘opérations, eiéenditﬁres for
fuel have declined in relefive:terms because of the better iﬁsulation”of,
homes bﬁilt in more recent;thnes end because of impreved types of heaﬁing

| equipment whishifecilitate more ecenomiealluse of fuel. Expeedituresﬁen

. » domestic service also declined."_ OnA the other hka:nd, e‘xpenses for e_lectricity
and felephone service havefrisep-as these heuSeﬁeld_facilities Were‘placed
within the reach of more and more Canadien fémilies.» Electrification‘of>fhe
household opened cqmpletely new markets for a variety of products, from
refrigerators to vacuumveleaners. For: example, mechanlcal refrigerators
were hardly knewn in Caﬁada‘until.falrly'recent.tunes. As late as 1929 eﬁly'
19,000 units. were sold, comparéd' with 458,000 wnits in 1953, Household use
- of other types of equlpment, such as domestlc washlng machlnes, expanded |
cons1derab1y, with sales in 1953 being three tlmes those of 1929 (see Table 9).

Perhaps the most 1mportant change has taken place within the-
fremework of:the'transportation market, It was the development of the motér
car=thet had the«greatest iﬁpact oﬁ the consumer;s family budget. AInA1953,
for example,VGOnsumers spent a~totai of $1.9 billion on fransporfetioﬁ.
0f this about fourefifﬁhs was devoted te the purchase and operatingAekpenSes
of automobiles. In that year some>560,00Q passenger cars were seld, or more.
then bwice the number sold in 1920 (see Table 9).

Two of fhe reasons for the strong dynamic element in the lehg—term
demand for motor cars in Canada are: (a) the process of'erbanizafion and -
the spreading out of cities and towns has substantlally 1ncreased the dis-
tance workers have to cover to get to their work, meking it desirable to
possess a car to cut down the time required to reach their place of work,
to shop more conveniently and to get away from the city on weekends, (b) thev
improved relationship between 1nccmes earned and prlees of motor. cars, which

. incidentally have improved a great deel in quality and in the serv:;rce they
/prbvide. Incomes have risen moreerapidly than prices of motor cars beceuse
iﬁereased productivity and the'advantages of;mass"preauctioh techniques have
kept costs of producing nethoter cars from rising as rapidly as costs of

meny other items.
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Summarizing, it'can be said that the notable shifts that haVe
taken place in the pattern of Canada's market for consumer goods and serv1oes

have been mainly the result of changlng price relationships, the development

“of new products, and the acquisitlon of new tastes by Canadian eonsumers.

For sxample, as the price of liéuor inereased notably, real eonsumption per
eapita dropped mhile beer consumption inereased‘several times, more‘than.

of fsetting the decline.inlliquor consumption. ‘Another example,‘as the‘housew
hold became more mechanized with the introduction of electrical household
appliances, expenditures to hire domestio help declined relatlvely. Women
freed from this work found more remunerative employment opportunities in
factories and offices. In the end the nation as a whole gained as. the

greater earnings of women workers in turn contributed to a further expans1on

~ of the domestic market.,

Capital Goods Market. In 1953 gross domestic investment amounted

to some $5% billion. Of-this amount about,ﬁSdO million represented invest-
ment in inventories, with the remaining about #4.7 billion being spent on-
new construction and neW'maohinery‘and eQuipment. It.is the latter type”of :
expenditure Which is described in the next few paragraphs under'the term
"capital goods market" o . |
Over the period 1900 to 1953 the capital goods market has risen
nine times in real terms, or at an annual rate of 4,16 per cent (QOmpound).

The market for machinery and equipment has expended more rapidly then the

market for construction, the corresponding annual average rates of increase

amounting to 5.36 per cent and 3.52 per’oent respectively. Or to put it
differently, in 1953 about 41 per cent of total capital expenditures involved
purchases of machinery and equipment; in- 1900 the proportion was about

36 per cent. Reasons for construction expenditures being.more important in

the earlier period include (a) the fact that, with industrialization Just

getting underway, the oreation of plant’ facilities in 1900 was: relatively

_ more 1mportant than it is today; (b) the oomparatively simple type of equip-

ment available in this earlier periods (¢) the necessity of making large
capital expenditures to meet the most urgent needs of a rapidly growing

urban population for shelter and related community facilities.
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The capital goods-market_has_eXpanded-at an‘uueven rateé‘ilt grew

more rapidly in the first part of ?chis century then in the more recent .
period. This is 111ustrated for example, by the fact that the annual rabe'
of increase in the capltal goods market from 1929 to 1953 was 2.22 per cent
(compound), as_oompared with a long—term rate of increase from 1900 to 1953
of 4.16 per cent. Over the more receut‘périothhe‘coustruction market’seeme"»
to have expanded more rapidly ‘than the_machinery‘and‘eduipmenp market, reverg-
ing the trend of‘the earlier periodg For example, the annual average rate
of increase from 1929 ‘o 1953 for rew constructlon was 2,30 per cent (com=
pound) and for machlnery and equipment, 2, 14 per cent., Within the construc-
tion market the most rapid growth seems 0 have taken plaee in the non-
r931dent1a1 sector. In part thls can be explalned by the fact that a good
deal of industrial expan31on took place in the 1mmed1ate post—war perlod
~and in the first two years following the outbreak of the war in Korea.
Only after most of the demands for the construction of new piants had’beeu
met were home builders and inspitutionsAablefto compete for the serﬁices of
the construction industry (see Table 10). i \

‘ What the rapld rate of mechanlzatlon of- the farm, in’ 1ndustry and
of oommerce has meant‘for the capital goods”market is illustrated by the
following data: 'over the period 1929 to iQSS'tbe market“for 1ndustria1 '
electric motors 1ncreased at an annual average rate of 2.81 per cent |
(compound), for commerclal vehloles 2 17 per cent and for farm tractors-
l.4 per cent. Compared with this rlse, expan31on of the new hou31ng market
has been,oomparatlvely.modest;A DWelllngS completed rose,at au aunual aversage
rate of 0.9 per cent (ccmpound) over the same perlod. |
| What has been descrmbed above as the capital goods market covers
expeuditures on new.constructlon and maohlnery agd equipment by private |
individuala and corporations,-as well as‘pub}icip-owned bus iness eorpora-:
tlons, eegZe, public utllmtles. :The aotuai'market is in fact somewhat 1arger
because governments (other than publlcly-owned busmness corporatlons) also
spend on new construotmon‘and purchaee new machinery and equlpment, 'Iu |
1983, for example, "private" capital expenditurea on new oonetruction.andAu,

machinery and equipment amountedAto $#4.7 billion, or about 19 per cent of




'I'ABLE 10. ~ CAPITAL EXPENDITURES AND SALES OF SELCTED CAPITAL ITEMS,
CANADA, 1900, 1929 AND 1953.

. o -Annual
1500 1929 1953 Average
Rate of

Ttem — ‘fnorease

¢ Mill. | Per cent | $ Mill. | Per cent | § Mill. |Per cent | (compound)

' 1900-1953

Capital Eipenditures , ‘

New Residential Construction 51 38.6 247 | 18.6 1,061 22.5 2.39(1)
New Non-residential Construction 34 25.8 486 | 36.5 1,726 36.7. 2.51(1)
Total Construction. 85 64.4 733 55.1 2,787 | 59.2 3.52(1)
New Machinery end Equipment’ a7 35.6 597 24,9 | 1,922 | 40.8 5.36(1)
' ‘Total Tnvestment 132 100.0 1,330 | 100.0 4,709 | 100.0 4.16(1)

Sales of Units Thousands | Thousands N
Dwellings Completed 62.9 100.7 0.90(2)
Farm Tractor Sales 22.1 . 46.3 1.40(2
Commercial Vehicle Sales 33.1 - 103.4 2.17(2)
73.1 2.81(2)

Industrial Electric Motors

16.8

- (1) Im real terms. - -
(2). Based on the period 19291953,

- §9 -
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the gross nationgl:énpenditurevin‘Canada, ThiS»inoidentally is n higher
prOpoption thnn is indicéted.for~most other!industrialized nntioné;_>1n the.:
United Stntes,«for éxanple; a roughly'conpargble figure is'lé per qont.:

in Caneada, ifipublic investment, thap is, capiﬁal oxpénditures.by governw-w
ment:depértments,,by government;operated instifutions énd on housiné;.isp
“added theutotal‘capifalpgoodo market, refieoting both private end public
investment‘expenditnres,bamonnted to $5.8 billion, éqnivalent to 23 poricenn
of tho grosoAnaﬁionai expennitnre in’1953. High 8.8 the above proportions |
appear, they aro not rocoras-fof Canada.. An even greater proportion of
grass nationgIAexpenditnno‘appenfopto have been devoted to capital expendi--
tures‘inv1929, and abogt the”samg proportion in 1920 as in 1953, In 1900,:
however, Cénadians'oonoféd-n mucn>smallen propoftion of-théir output to
capit&l'éxpénditufes, abont:£WO-thirds of the<patio of the‘ifwenties or the
tfifties, In’oonsidering the fnture grthh of the capital goods mane£; it
may elways be woli to remenber;its ficklénéséf itjmay'rise more rapidly'
than almost eny other major market, but it is also likely to contraot more
significantly. |

Government Market., Government‘expenditures on goads and servicos

'amounted to some $4.4 billion in 1953, Of this amount 92, 5 billion, or

57 per cent, represented outlay by the Federal Government and approximately

$1.9 billion, or 45 per cent, expenditures by prov1ncia1 and- municipal i

»governments. |
Government expenoitureé on éoods and Servioes in 1953 wene sixteen

times in volume terms what they had been in 1900, riSing at an<nnnualwaveraéo

rate of 5,39 per cent (compound) over this period. Federal Government ex~- ‘E

penditures‘incraased_nore rapidiy, at an~annual‘gveragé rqte of 6.34_per

.cent, than those of>pr0vinciél‘and‘municipal govermment expenditurés,

4,63 per cent. The main reason fonfthis has been méntioned pfeviously,i

the necessity for the Federal‘Government to meke subotantiai expenditures

_ on defence because of the,continuing inpérnafional fonsions prevailing‘in

- the 1950's., But if military'expendipuresiare‘excluded, gxpenditures by tho

Federel Government for civilian‘purposes have risen only about half as
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repidly over the‘last_half a century, 5.46 per cent per annum, as compared’

v

‘with 4.63hper‘cent for expenditures by provincial and municipal:governments}>

But even in the citilian_sector the role of the Federal‘Governf .

ment has veried ever.the last half aloentury. For example, in the first

~ two decades ‘of the twentieth‘century, the Federel Government participeted ‘

.more actlvely in Canadlan economic develoPment than provlnclal or munlclpal

governments., Since World War I the Federal Government has tended to place
nore emphasis-on encouraglng-prov;nclal and munloipal éovernmente to-spend
greater sums on regional‘and'lecal ecbnonicldevelepment_and theiproydeion-
of more diversified services, aslwell\ae,to-creete an ecanmie‘climate,in
which individual initiative thrives and private.ventnres prosPerr‘ These~‘

efforts encountered some -setbacks in theldepressed‘l930's, when\provihcial

and municipal governments were experiencing flnanclal dlfflcultles and were .

not able to carry out thhln their Jurlsdlction as large a program as they A

would have W1shed.' Also, unemployment was high and incames were low,
discouraging private bu31ness expans1on.

Provincial and munlclpal governments, however, have come out of
World Wear II financially stronger, and the1r expendltures have followed a
steady upwerd trend in the more recent’perlod.A Federal-prQV1nc1al taxation
» arrangements_have‘underpinned the revenue positlon of provincial‘gevern¥
ments. Further; rapidly inereasing sociel‘secnrity expenditnres;'a large
nroportien:of which wes peid.hy the Federal GOVernment, have provided

additional snpport to'the.level of consumer epending. Payments made by:one

government to another government or to private individuals are described as

"trensfer payments". There are other typesvof'transfer payments besides
those mentioned aboye,.such as interest payments on the.nationel‘debt.

Transfer payments represent expenditures in addition to govern-

ment expenditures on goods end services mentioned above. They\are treated .

separately because their impact on the Canadian market depends on who is
the reclplent., If, for example,_a mother 1sv1n recelpt of a famlly allowev‘
ance cheque and she spends thls ‘amount to purchase food and clothlng for
her chlldren, thls expenditure would affect the consumer g00ds market and

‘be thus recorded. If, on the other hand, the Federal Gevernment makes a
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-60 per cent grant to a proV1nce to Share in the cost of the bulldlng of a
sectlon of the Trans Canada nghway, this trensfer payment would show up '
as part of an expenditure made by the prov1ncial government pald to the
contractor who'hullds this particular sectlon_of the Trans~Canada nghway.--
Transfer Payments.can therefore*he said to affect the Canadian
narket\indirectly, rather than directly'as is»the'case with.enpenditures—
on goods and'services. Just to give an 1ndicatlon of total‘government
spendlng,(l) 1t amounted to- %6 g hwlllon in 1953, cons1sting of some\f*z
$4.4 bllllon expended on goods and’ serv1ces and - about $2.5 billlon on trans-;
‘fer payments (including 1nter governmentaldtransfer payments) and subs1d1es.
Whilevcorrespondlng flgures_are not avallablevfor 1900, data avellable for
the more recent period:illustrate the‘growing'importance‘of‘transfer pai;
ments'as an selement of_government'spending. »Inflééé,Afor e#aﬁple,‘the.
proportion of transfer payments to total government spending Was'27 per»~
cent, but th1s rate had r1sen to 36 per cent in 1953 (see also Table 11)
The government market has been broadly descrlbed as coverlng all
government expendltures on goods and Services. Prom a strict marketlng ‘
p01nt of view, a somewhat narrower 1nterpretation of the government market‘
might be taken. For example, when gOVernments make salary payments to‘n‘
their employees thls does not prov1de a d1rect opportunlty for- bus1nessmen
. to do buslness w1th the government. That opportunlty arlses when c1v11
servants in turn spend thelr earnlngs on - goods and serv1oes.‘ A somewhat o
- more limited interpretation of the government market would be to conflne
the term to the purchases which governments meke dlrectly from bus1ness,
whe ther they involve. the purchase of a truck or the 1ett1ng of a construc—
tion contract. The bulk of government spendlng on goods and services goes‘
for purchases from bus1ness, 59 per cent of the total in 1953, ;n\recent
years governments have relled more~heav11y~on the business community to |
supply their needs, as is 1ndlcated by the rise of th1s proportlon, from

44 per cent in 1929 to 59 per cent in 1953 (see Table 11).

(1) As defined in the National Accounts (see also footnote 3 to Table 11).



. © TABLE 1.1., - GOVERI\H\!IENT EXPENDITURES ON GOODS AI\TD SERVICES AND TRAFSFER PAYMENTS

CANADA, 1900, 1929 and 1953. . .

. ' o Antmual
1900. 1928 1953 _Average
= Rate of
Ttem , - ST : -  Tnerease(l)
Total : ‘ Total L Total , (compound).
% Mill., | Per cent $ Mill. | Per cent | $ Mill. | Per cent 1900-1953"
Government Expenditures
on Goods and Services :
Federal . - 29 37.7 i73 25.4 24525 . 57.3 6.34
Provincial and Municipal 48 82.3 509 . T74.6 1,883 42,7 4.63
Total 77 100.0 682 100.2 - 4,408 -} 100.0 5.39
~ Government Expenditures -
on Goods and Services
by Type of Transaction _ .
Purchases from Business - - 298 |  43.7 2,588 -| 58.7 6.58(2)
- Expenditures on Omn Account - - 384 - 56.3: |- 1,820 .| 41.3 5.92(2)
Total ' - - 682 |  100.0° | 4,408 100.0 5.27(2)
:overnment Budgetary E mxnendltures(s) L
- ‘Expenditures on : , o E : L }
Goods and Services - - 682 72.6 4,408 64.0 5.27(2)
) Transfar Payments and Sub51dles - - 258 27.4 2,483 . 36.0 Te 03(2)
‘Total , - - 940 | 100.0 6,891 100.0 5. 83( 2)

(1) In redl terms. '
{2) Based on the period 1929 to 1953,

'(3) Data relate to calendar year and. exclude expendlturas
‘oneratlons, e.g., the Post Offlce Department, and for the purchase of land and used capltal assets.

L,

made in connectlon w1th self-supportlng governmant

- 6o -
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Foreign.Markets{ The'growth of foreign markets has been briefly

referred to.in deallng with the mnportance of forelgn trade on the Canadlan
economy. In- the paragraphs that follow the changlng pattern of Canada 8 iv
iforelgn markets is dlscussed. ‘ |

In 1953 Canada exported a total of $5.4 billion of'goods:andn _.'-
services to over 100 oountries; 0f +the tofal value, 79 per cent cbnsisfed“
of sales of commodltles abroad and 21 per cent of payments recelved for
services rendered to other countrles, from tourlst trade to 1nsurance ser- -
‘vices. Total exports of . goods and services in 1953 were ‘eleven tmmes what '
- they had been in 1900, representlng‘an»annual average rate-of 1ncrease in f
"Canada's forelgn markets of 4.58 per cent (cOmpound) The market for ser-
vices rose even more rapldly, at an annual rate of 7. 08 per cent than the 
market for commodities (see Table 12), Some-of the reasons for thls'are-
the tremendous 1ncrease in recelpts from frelght and\sthplng transactlons
with other countrles, the much higher expendltures in Canada of tourlsts and
foreign travellers; the greatly increased 1nterest and leldend payments
- received by Cenedians from their expanded 1nvestments abroad; and the mneh
higher revenues from a nnmber of international trensactions such as personal
- and institutional remittances,.business cemmissiens aﬂd fees;fexpendifures
~of fOreign governments in Canada, etc. Reeeipts frem‘these sourees increased

more rapidly between 1900 and 1953 than recelpts from the exports of

cmmnodltles. o ,,f

Canada.' s largest forelgn markets have always been the United
v-vKingdom and the Unlted States. While -in the latter part of the nlneteenth
eentury the Unlted States was Canada‘s 1argest export market the s1tuation

o wag reverSed by 1900, when ' the United Klngdom absorbed 52 per cent and the
United States 38 per eent of the'total Canadien produce sold~abread,. In the
last half a century the twe countries again ehanged places. In-1953A |
89 per . cent of total commodlty exports went to the Unz%eﬁ Qtutes and

16 per cent to the UnltedrKlngdom. Another 1mportant change in the des-
tination of Canada S exports hae been the growth of foreign markets 1n the
,rest of the world - These are nOW'more than twice as 1mportant as they were

in 1900, taking 25 per»cent of Canada;s exports in 1955 as eompared to




TABLE 12.

- EXPOETS OF GOODS AND SERVICES BY TYPE
CANADA, 1800, 1929 AND 1933.

, AYD COMMODITY EXPORTS .BY DESTINATION,

o y - Annual
1800 ‘1929 1953 Average
Ttem
, Total Total Total 1§§§Z-Z£(l)
. - . - ‘ 5
$ Mill. | Per cent $ Mill. Psr cen# $ Mill. Psr cent (compound)
Exports bg Type(z) - :
Goods 185 9l.1 1,215 T4ded 4,296 79.3 4.04
Se?vioes 18 8.9 417 25.6 1,124 20.7 - 7.08
- Total - 203 100.0 1,632 100.0 5,420 100.0 4.58
Commodity'Exporté(4)~
by .Destination -
United States 68 38.4 493 42,8 2,419 58.8 4,89
United . Kingdom 92 52.0 290 25.2 665 16.1 1.76-.
Other Countries 17 9.6 ‘369 - 32.0 1,033 25.1 5.95
Total 177 100.0 1,152 100.0 4,117 ,lOQ.Q 4.04

(1) In real Serms. -

(2) Fational Accounts concept.
(3) Tncluding "gold available for export". L -

g & P
(4) Exports of domestic produce as reported in the trade statlstlcs, Dominion Bureau oP Statistics.

- t& -
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10 per cent at the beginniug.of the century. Tbe.number of countries to
which Canada exports has-inoreased substantielly, with the six largesb foreign
markets in addition to the Unlted States and the Unlted Kingdom 1nc1ud1ng the
follow1ng (in order of” 1mportenoe as of 1953) Japan, Western Germany,
Belgium ‘and Luxembourg, Union of - South Africa, Netherlands and Australia.

There have been two main chanéeS'ln the compo31tlon of Caneda's
exports. over the last helf-e century: (a) Cenadian exports are now based to -
a much greater exteut on the ealee of miﬁerals aud.metals and theirvproducts
end there is-reletively somewhab less dependence7on_exports besed‘on agri-
culkure and forest resources; (b) With the develoéuent and diversificatiou
of Canadian industry, this country hes been able to export many more of its
rew materials in processed or fabrlcated form.i‘.

On the first point, in 1900 sbout two-thirds of Caneda's exports-A
were based on the country'ts agriculture and forest resources. -While 1tems
r.falling into this category stilllaccounted for about bhree—fifbhs of ﬁhe
| oountry's shiﬁments abroad in 1953, minerals, ﬁebels and their produots
bulked increasingly large in total exports, comprlslng almost a third of
total Canadien sales to foreign markets in. 1953, compared with about a .
quarter in 1900.

' On the second point, the following observations by the- Mlnlster
of Trade and Commerce summarize Canada's changing po81t1on with respect te-
her trade in raw materials both in their naburallend'processed forms -

"First, the bulk of Cauade’s industrial maberials is exported in
processed form. For eiample, such processed products as aluminum‘ingots and
woodpulp emounted to 44 per cent of totalfexports in 1953, as against

7 per cent for industrial materiasls in rewlform; such as iron ore and crude
asbestoss. |
| "Seoonuly, we are now experting more of our industriel materiels_,
in broceseed form than we used to. The-ratio of processed industrial
materials to total exports, now 44 per'cenb,-. + » compares with only
.40 per cent of the coneiderably smaller volume.sold-abroad before World War IL
‘ "Thirdly, Canaeda is now a net Eorter of industrial raw maﬁerlals.

-In 1963, our exports of 1ndustria1 raw'materlals amounted to some $300
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million, as against imports of industrial raw;m&terials of_$550_millionQ g
Hence in that year we were a net importer of industrial raw materials to
the extent of $250 million. The explanation is quite simﬁie. Canada's

rapidly growing industrial economy requires many raw materials which are not

found in this country or which can be obtained here only at high cost. Since .,

Canadians believe in buying ih the cheapest world markets, it is good busi-
ness to buy such raW'materiéls abroad. . . |

- "The Cenadian econom& has made remarkable pfogress ;ﬁ its indus-
trial expansion. For example, employmantzin menufecturing industries in our
country oomﬁrises now about a quarter of.the labour quce, or about thé same
proportion as in the’Uniﬁed States, the world's most industrialized nation. .
Only a smail fraction of our industrial raw materia1§ is.sold abroad in what
can properly be described as raw form. Where this is done. it is done for"'

good business reasons. Such exports speed up resources development in Canada,

- workers draw high wages, and the Canadian economy generally benefits from

increased employment and from & higher volume of trgdé}"(l)
In the main four factors have been influential in changing the

pattern of Canada's export markets: (1) shift in foreign demand, (2) scien-

tific and technological dévelopmenfs which haﬁn mede pbssibleAgreater ex-

ploitation of Canadian resources, (3) fhe opening up of the western hinter-
land and the northern;régions of tﬁe countfy,‘énd (4) the growth of domestic
processing and manufacturing industries. The‘major shifts thaf have:océurred
reflect the adaptability of the Canadian economy to changing market‘oondi«
tioﬁs in foreign countries. A major factor éontributing to this has been
the willingness of Canadians to meke large capital ékpenditures from which
returns could be expected only after foreign markets materialized.

The mein lesson to be learned from the past growth and the chang-

Aing pattern of Canada's foreign markets is perhgps this: if Cdnadians want

to retain and in fact continue to expand their foreign markets‘and remain

one of the world's leading trading nations, they must (1) remain competitive,

. (1) Address by the Minister of Trade and Commerce to the Canadian Council of

the International Chember of Commerce, Toronto, March 2, 1955, pp. 4 and 5.»

‘0
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in terms of price and type and quality of pfoducts'and.services,.(z) keep
their economy flexible,'that>is;»be willing to adept produotion techniques
to catef-to,changes in demand ebroad, (3) %ake‘boidvand'imgginative action
to develop their resouroes,>ond (4) be prepared to wait at times for their -
efforﬁs to bear fruit. | | |

A statistical summary-reflecting changes in the pattern of the

-Canadlan market will be found in Table 13 Whlch shows for the perlod 1900 to

1953 consumer expenditures on moods and services, gross domestic 1nvestment,
government expenditures on goods and services, exports and 1mports of goods.'
and services, and gross nablonal expendlture, the latter both in current
dollars and in constant (1953) dollars.

Market Ap alsal as an Aid to Business Policy Formulatlon

‘One of the main puhposes of studying past market trends,ano chenges
in the market;pattern ie to denelop’methods of appraising corrent onangos in
the market, and to undertake'pnojeotions of its likely growﬁn; Bofh in eggfe—‘
gate and in the epeoific oommodity and service markebs, To achieve this

more is required than just e'oursory review of the growth of -the Canadian

" market and fhe factors contributing to if,,whioh'has been attempted in stm- -

mary fashion in this chapter. _The Cenadian market.isvnow so lerge-end‘comj
plex that to understand it feQuines a continuous review of the changes that
are ocecurring. What is‘needed“is not onlyﬂan appraisal of fhe'oehaviour of:
specific markets but of the Canadien market in aggregate, as'well.as_the‘
basic forces that contfibute to changing both the pattern of theima:ket and
the economic climate in which market forces opsrate. | ‘

.The implication'for.business'management is simply thiss marketing'
analysis in Canada has come of age. It is non'feoognizéd as essential |
enough and oompllcated enough to warrant the services of spec1a113ts well

trained to understand the behav1our of the market in total as well as its

component parts, and sufficiently competent to'advise_executives_on tronds

and prospects as a means of assisting in the formulation of successful

policies for the marketing of products and the expansion of oapitalifacili~

ties, Business executives themselves are acknowledging more and more the
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TABLE 13. - GROSS NATIONAL EXPPNDITURE BY COMPONENTS CANADA:
‘ o SELECTED YEARS, 1900- 1963.
I Expenditures| Gross _Government |[Exports of |Deduct : R -
o on Consumer | Domestic |Expenditures|Goods and |Imports of g;ozidfizig?a§
. .| Goods and. |Investment|on Goods and| Services |Goods and Pe
' Year Services < Services R : Services ] _ Constant
Current Current Current Current Current - |Current|  (1953)
$ Mill, $ Mill. $ Mill. $ Mill.- $ Mill. |4 Mill. $ Mill..
1900 852 145 77 - 203 .-245 - 1,032 | 3,699
1910 1,671 587 173 | 349 626 2,134 |- 6,127
1920 3,972 1,271 - 554 1,652 1,922 . 5,627 7,730
1926 3,687 897 521 ~1,650 1,522 5,294 9,159
1927 3,919 1,167 567 1,618 1,629 - 5,647 9,924
1928 4,194 1,293 - B97 1,773 1,808 . 6,105 10,729
1929 4,393 01,391 682 1,632 1,945 6,166 | 10,761
1930 4,204 900 7617. 1,286 - 1,825 5,546 10,328 .
1931 3,646 - 403 738 - 867 . 1,142 - 4,560 9,012
1932 3,108 146 - 643 - 804 901 3,767 8,243
1933 2,887 187 . 526 . B28 828 3,562 © 7,590
1934 | . 3,077 376 568 1,018 948 4,034 8,475
1935 3,243 425 603 1,143 1,017 4,345 9,128
1936 3,457 419 600 1,428 - | 1,183 4,701 |. 9,535
1937 3,777 © 741 6871 1,591 1,409 -5,355 | 10,440
1938 3,815 595 720 1,356 1,257 5,233 |~ 10,550
1939 3,904 . 936 735, 1,451 1,328 ' 5,707 | © 11,414
1940 4,399 1,187 - 1,185 1,808 . 1,629 6,872 | 13,0656
1941 5,053 1,325 . 1,689 2,467 . 1,976 - 8,517 15,074
1942 5,514 1,360 - - 3,726 2,361 2,307 10,639 | 18,015
1943 5,727 736 4,227 3,444 2,917 11,183 | 18,890
1944 6,187 813 5,022 3,561 3,669 | 11,954 19,565
1945 6,811 7286 3,704 3,597 2,910 . {11,850 7. 18,750 .
1946 7,977 ‘1,917 1,832 3,210 2,878 12,026 18,221
1947 9,173 3,068 .| 1,570 3,638 3,621 |13,768 | 18,456
1948 10,112 . 3,290 - 1,798 4,054 3,636 15,613 19,017
19491 10,963 3,199 2,128 4,011 3,837 16,462 | - 19,574
1950| 12,029 4,176 2,326 4,183 4,513  |18,203 | 20,803 -
1951 13,273 5,430 3,243 5,089 5,613 21,474 22,025
19521 14,403 4,497 4,204 5,573 5,400 |23,185 23,443
1953| 15,165 = ‘5,281 4,408 5,420 5,860 24,350 | 24,350

(1) Inoluding an allowance for r651dua1 orrof in reoon0111ng separate ‘estimates of
Gross National Product and. Gross National Expendlture for the years 1926 to 1955 88
per National Aooounts.,' ‘
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»1mportance of* marketing analysis as a tooltalding the formulation of busl- j
ness pOllGleS. However, it will always be well to remember that marketlng/
analysis is Just a tool and not a substltuta for declslon maklng. Business
executives w111 therefore want to-look at market appralsals, forecasts and
progectlons with a critical eye,irea11z1ng=that-they are 11m1ted in value and
-subgect to many quallflcatlons some of whioh are dealt with in the next chap-
ter dealing with the future of the Canadlan market. With all the developf‘
ments of modern technlques, statlstlcal inVestlgationS, market surveys, t
sconomic proqectlons and appralsals, the oardlnal requlrement for successful

~bus1ness deGlSlonS remeins: the application of goodrcommon sense.
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APPENDIX TO CHAPTER 1 (

AV

Explanatory Notes to Rearrangements of Compbnents of Gross National
Product and Gross Netional Expenditures Adapted for Marketing Analysis

These notes prov1de supplementary information on the meanlng of
the various items making up gross national product and gross national ex-

. Penditures adapted for marketing analysis, as shown in Table 2, and a key
_ which relates the data as shown in Table 2 to the data as shown in the

tables contained in the Nat1onal Accounts published by the Dominlon Bureau
of Statistiocs, '

Cbmponents of Gross Ne.tional Product, as per Tabie 2

Net Compensetion of Employees (Item 1) covers wages, salaries and
other labour income paid by business, governments and persons plus military
pay and allowances less contributions paid by employers and employees to
social insurance and pension funds., This is net of personal income taxes.
Date ere from Table 6 in the National Accounts and cover the following:
1(a)+1(b)+1(c)+2~1(d) minus personal income tax deductions at the source.
The latter figure is from monthly taxation statistics statements 1ssued by
the Department of National Revenue. :

Net Proprietors! Cash Income (Item 2) covers bus1ness, professional,
farm, rental and investment income, and includes all interest payments on tha‘
government debt to persons net of personal income taxes. The data dre from

Table 6 of the National ‘Accounts, including items 3(a)+3(b)+4 minus income

in kind as shown in items 1, 2, 3 and 5 in Table 44 of the National Accounts,:
and minus the remaining portion of total personal income tax payments, the
latter being total personal income tax less that. portion deducted at the
source. Personal income tax statistics are from the Department of National
Revenue monthly statements.

Proprietors!' Imputed Income (Item 3) covers chiefly home-grown
products used by farmers and imputed rental income on owner-occupied
dwellings. The data are the sum of 1tems 1, 2, 5 and 5 of Table 44 of the
National Accounts,

- Transfer Payments to Persons (Item 4) covers social security pay-
ments by governments to individuals, charitable contributions from corpora-
tions, and net bad debt losses of corporatlohs. Not included are transfer
payments representing payments of interest on the national debt. The data
are from item 5 in Table 6 of the National Accounts. ~ : ~

Succession Duties and Minor Taxes (Item 5) cover the remainder of
personal direct taxes not as yet deducted from items 1 to 3, .They cover
besides succession duties such minor taxes as motor vehicle licenses,
marriege licenses, fines and penalties paid by persons. The data are from
items 7(b) and 7(c) in Table 7 of the Natlonal Accounts. . :

Personal Disposable. Tncome (Item 8) is total income in cash and
kind received by individuals net of direct taxes, It represents the sum of .
items 1, 2, 3 and 4 minus item 5, as per Teble 2 in this chapter. Personal
dlsposable income is to be found in item 7 of Table & of the National
Accounts,

Personal Disposable Cash Income (Item 7) is personal disposable
income minus income in kind., It is the sum of items 1, 2 end 4 minus 5,

as shown in Table 2.

Direct Taxee (Item 8) cover personal incomé taxes, succession

- duties and other minor texes. The dats are frcm item 7 in' Table 7 of the

Netional Accounts.,
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\ ‘Totel Personel Income (Item 9) is total income in cash and kind
received by individuals before direct taxes. It is the sum of items 6 and
8 as per Teble 2, and is shown in item 5 of Table 5 of the Natlonal Accounts.

All Transfer Payments (Item 10) cover transfer payments to persons,
corporations and non-profit institutions and interest payment on that portion
of the public debt which does not represent existing assets. These data come
+ from items 2 and 3 in Table 5 of the National Accounts. ‘ ‘

Earnings Not Paid out to Persons (Item 11) cover undistributed
corporation prorits, corporation profits texes, withholding taxes, govern-
‘ment investment income, an adjustment on grain transactions, and employer
and employee contributions to social insurance and government pension funds.:
Data come from item 4 of Table 5 of the Natlonal Accounts.

Natlonal Income ( Item 12) is the aggregate of all earnings by both
individuals end corporations before direct taxes arising out of the produc-
tion of goods and services. This item is the sum of items 9 and 11 minus
item 10 of Table 2. The date are to be found in item 6 of Table 1 and,
item 1 of Table 5 of the National Accounts. :

Indirect Taxes (Item 13) cover all taxes which are deductible as
expenses from the gross revenues of business, such as excise taxes, the
retail sales teax, the manufacturer's sales tax, and customs collections.
The date are from item 14 of Table 8.

Subsidies (Item 14) cover such govermnment payments as agrlcultural
subsidies including wheat acreage reduction, premiums on livestock, sub~
sidies on milk, cheese, butter fat, oats and barley; business subsidies .
such as emergency assistance to gold mines, payments under the Maritime
Freight Rates Act and steamship subsidies for mail; trading losses on opera-
tions of government commodity agencies, e.g., the Fisheries Prices Support
Board and the Agricultural Prices Support Board. Data are from item 21 of
Table 9 of the National Ascounts. ‘

" Net National Product at Market’Prices (Item 15) covers the total
value of goods and services produced by Canadian res1dents in a year less
depreciation allowances and similer business costs.

Depreciation Allowances and Similar Business Costs (Item 16)
covers allowances for current consumption of capital based on accounting
allowances for depreciation, obsolescence and amortization as well as the
claimed portion of.insurance against fire and other damage to business :
property and bad debt allowances. Data come from item 8 in Table 1 of the
‘National. Accounts, : ' o :

Residual Error of Estimate (Item 17) represents half the differ-
ence of the statistical discrepancy between the estimate of gross national
product and gross national expenditure. Data are from item 9 of Table 1
of the National Accounts. ' ‘

Gross National Product at Market Prices (Item 18) covers the total
value of goods and services produced by Canadian residents in a year. This
total is arrived at by adding items 15, 16 and 17 of Table 2. The data .are
to be found in item 10 of Table 1 of the National Addoﬁnts.

v Components of Gross National Expenditure, as per Table 2

Porsonal Expenditures on Goods and Services (Item 1) covers the
‘outlay of Canadien residents on consumer goods and services of all types,
.including durable, semi-durable and soft geods-as well ms services. This
‘component is made up of the sum of items 2, 3, 4 end 5 shown in Table 2.
The data are from item 1 of Table 2 of the Natlonal Accounts.
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Durable Goods (Item 2) represents personal expendltures on such
commodltles as motor cars, household appliances and furniture, Date are
from item 10 of Table 43 of the National Accounts. ’ '

Semi-Durable Goods (Item 3) represents outlay by consumers on
such commodities as ‘clothing, footwear and other personal furnishings.

- Data are from item 3 of Table 4o of the Natmonal Accounts.

Soft Goods (Item 4) covers mainly outlay by consumers on. perish-

.ables such as food and drink. Data are arrived at by subtracting item 3

from item 11 in Table 43 -of the Natlonal Accounts.

Services (Item 5) covers outlay by consumers on- such items as
rental, health, education, insurance and recreatzon. Data are from item: 12
of Table 43 of the National Accounts.

Gross Domestmc Investment (Item 6) includes: capmtal expendltures
by business, individuals, institutions and govermment-business oorporatmons,;
as well as the net change in the volume of inventory holdings both by busi-
ness -and in agriculture., This component is made up of the sum of items 7,
8, 9 and 10 of Table 2, Datea are the sum of items 3, 4, 5 and 6 of Table 2
of the National Accounts. B S S

. New Residential Construction (Item 7) covers the value of con-
struetion work put in place in buildmng ‘new homes and major improvements and
alterations to existing homes. ‘Data are from item & of Table 2 of the
National Aocounts.

- New Commercial,flndustrial and Institutional Construction (Item 8)
covers oxpenditures on new construction, major improvements and alterations .
for plants, commeroial end other. facilities, . This item is described in the
National Accounts as "new non-residential construction" and the data are to. -
be found in item 4 of Table 2 of the National Accounts. = :

New Machinery and Equlpment (Item 9) covers the purchases by
business enterprises and government-owned business corporations of such
items., Data are from item 5 of Table 2 of the National Accounts.

Change in Inventorles (Item 10) covers the net change in the. book
value of business inventories and the net phy31ca1 change in- agrmcultural
inventories. Investment in grein inventories by the Canadian Wheat Board
is included but investment in inventories by various government commodity
agencles not organized as business enterprises, e.g., the Agricultural
Prices Support Board and the Fisheries Prices Support Board, are excluded.
Date are from 1tem 8 of Table 2 of ‘the Natlonal Accounts. .

Government Expenditures on Goods and Services (Item 11) covers
outlays of federal, provincial.and municipal governments for salaries and
wages of government employees, and purchases from business generally, as
well as certain other items such as payments on the interest on the portion
of the public debt representing existing assets. This component is the sum
of items 12, 13, 14, 15 and 16 of Table 2, The data are from item 2 of "
Table -2 of the National Accounts. o T - :

Government Construction (Item 12) covers govermment expenditures.

_ on new construotion, major improvements and alterations including both

military and civilian projects, as well as expendmtures on resources
development of a capital nature, e.g., forestry conservation and develop-
ment, Date are the sum of items 2 and 3 of Table 51 of the Natzonal
Accounts,

New Machinery‘and.Equiément ( Item 13) covers government expendi-

“tures on such items excluding military equipment. Expenditures on military.



- 80 -

equipment are considered of a perishable type and are included under "other'
goods" (Item‘14) Data are from item 4 of~Teble 51 of the Nationel Accounts.”

Other Goods (Item 14) covers all government expendltures on com-
‘modities, excluding government construction and new machinery and equipment.
Data.are arrived at by deducting from item 19(a) of Table 9 the sum of :
1tems ‘2, & and 4 in Table 51 of the National Accounts.

Direct Services (Item 15) represents government expendltures on
- wages and salaries, and military pay and allowances, Data: represent the sum
of items 19(b)(i) and (ii) of Table 9 of the National Accounts.r

‘Interest Portion of the Rublic Debt Representing Exlstlng Assets
( Ttem 16) Ts included under govermment expenditures on. goods and services
end not treated as a- transfer payment because it is considered to represent
a carrylng charge on existing: governmentwowned assets which render a produc-.
tive service to the community. Date are from item 19(b)(111) of Table 9 of
the National Aceounts. v . '

~ Total Domestic Market (Item 17) represents. the sum of personal
-expenditures on goods and services, gross domestic investment excludzng
chenge in inventories, and government expenditures on goods and Services
‘excluding the interest portion of the public debt representing existing
assets, This is an arbitrary concept, as is explained in the text of
Chapter 1, The concept could be broadened to include the items  excluded.
' The total domestic market is the sum of 1tems l 6 and 11 minus 1tems 10
and 18 of Table 2.

‘ Goods (Item 18) represents total domestic expendltures on the
purohase of goods both those produced in Canada end those imported from.
abroad for domestic consumption. This component is the sum of items 2, 3,
4, 7, 8, 9, 12, 13 and 14 of Table 2. ‘ ‘

Services (Item 19) covers total domestlc pxpenditures on domes-
tically-rendered services. The component is msde up of the sum of 1tems 5"
and 15 of Table 2,

Exports of Goods and Services (Item 20) covers Canadian sales
abroad of all types of commodities and services. The latter include such
‘direct services as payments received by Canadian residents from tourists
from abroad coming to Canada, as well as such indirect services as interest
or dividend payments received by Canedlans for capital assets which they -
own in other countries. This component-is the sun of items 21 and 22 of .
-.Table 2. Data are from 1tem 7 in Table 2 of ‘the National Accounts.

Goods ( Item 21) covers total commodlty exports from Canade to all
countries. Data are the sum of items 1 end 2 of Table 52 of the National
‘Accounts. : o . o :

Services (Item 22) covers total payments received for services
rendered by Canadians both directly and indirectly. The component is
exclusive of funds brought in by immigrants and inheritances received by
Canadien residents from abroad., Datae are arrived at by deducting item 9
from item 3 in Table 52 of the National Accounts. '

Totel Dmuestlc and Forelgn Market (Item 23) covers total sales at’
home and abroad of both goods and services. This c0mponent is the sum of"
~items 17 and 20 of Table 2¢ - ‘ :

, Goods (Item 24) covers ‘sales of commodltles both at home and
abroad. This component 1s the sum of Items 18 and 21 of Table 2.

, ‘Services (Item 25) covers total of services rendered both in
Canada as Well as services rendered by Cenadiens to non»resldents. This
cemponent is the sum of items 19 and 22 of Table 2. R
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Imports of Goods and Services (Item 26) covers purchases.of goods
and services from non-residents by Canadians for domestic consumption.
The component is the sum of items 27 and 28 of Table 2. Data are from
item 8 in Table 2 of the National Accounts.

Goods (Item 27) covers. total purchases of commodities imported into
Canada. The data are from item 7 in Tabls 52 of the National Accounts.

Services (Item 28) covers payments for services rendered:to Cana-
dians by non-residents. The date are arrived at by subtractlng item 10 from
_item 8 in Tabls 52 -of the National Accounts. "
« .

‘ Rss1dua1 Error of Estimate (Item 29) represents half the difference
of the statistical discrepancy between the estimate of gross national product
and gross national sxpsndlture. The dsta are from item 9 in Table 2 .of the
Netional Accounts. * : L o ' " g

. Gross National Expendlture at Market Prices (Item 30) covers the -~
sum totel of all expenditures made in Caneda to purchase the nation's final.
output in a given year plus the net change in both agricultural and bus iness
stocks. Since the components of gross national expenditure include the value
of imported goods and services, and since total gross mational expenditure.
is & measure of sxpendltures on the production of Canadian factors only, -

- imports of goods and services must be deduotad.

: Goods (Item 31) covers the sum total of expendlturss made to
purchase a1l commodities produced in Canada in a given year plus or minus:

net change of inventories and minus the import content of those goods
produced. The component is arrived at by deducting item 27 from item 24 .
of Table 2. - ' : o

Services (Item 32) covers expenditures on services rendered by
Canadians to Canedian residents plus or minus the difference between the
value of services rendered by Canadians to non-residents and the value of
~services rendered by non-residents to Canadians. This component is arrived
~at by deducting item 28 from item 25 of Table 2. No allowance is made for
. the residual error of estimate in this component breakdown, but the latter
is included under gross national expenditure at market prices to assure
conceptual comparability of this estimate with the estimate of gross .
national product at market prices. The sum of items 31 and 32 will differ
.from gross national expenditure at market prices by the residual error. .
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 CHAPTER 2. FUTURE OF THE CANADIAN MARKET .

Summary

This appraisal of the 1ong-term growth of the Canadlan market is
-based upon three basic assumptions: - (a) The economy will retein its basic’
private enterprise character. (b) The economy will continue to grow not- -
withstending some variation in the rate and some interruptions in the
. process of further expansion, and also that the- sconomy will operate at a .
high level. .The past growth in the market has shown e variation in the
rate of expansion as the changing pece in population inecreases, the dis-
covery and development of netural resources and the introduction of techno-
logicel innovations has been reflected. There are no assurances that each
- future year will be better than the preceding one. Nevertheless considera-
tions such as the greater consciousness of economic 1nterdapendanca amongst
nations, the continuing discovery and developmant of resources, accompanied -’
by further industrializetion, the fact “that government expenditures may act
- as a support in mainteining economic activity, the emergence of a broadly:
based domestic purchasing power, and the greater public awareness of the
kinds of economic problems faced, all suggest the p0881b111ty of a lesser
degree of economic fluctuation and an even .greater likelihood for expanding
markets as time goes by. (e) There will be no all-out war, but internationel
uncertainties will continue thereby necessitating a greater degree of defence
preparedness than the free nations were accustomed to maintaln before. Wbrld
War I, » o :

To make the analysis concrete and allow specific future estimates
of the level of gross national expenditure, the year 1975 was selected as
e convenient bench mark for appraisal. In drawing up the projections
several economic variables were analysed including the size -of the popula-~
~tion and of the labour force, the portion of the labour force galnfully
occupied, the number of hours worked per week' and-output per ‘man hour.
Concreta expression is given ta thase five acoﬁcmlc varlables as follows-

(a) Tha_populatlon may grow at‘an annual_rate batwean.
1.62 and 2.23 per cent. If it rises at an assumed intermediate =
rate of 1.91 per cant tha total would approx1mate 22 500,000 by
19756, .-

(b) Of the p0pu1at10n 38.5 per cent may be in the
labour force.

(o) or the labour force 96. 5 per cent may be employed :
and 3.5 per cent unemployed es an average during that year.

4 (a) and (e) Hours worked per week may continue to decline,
and output per man hour to rise, involving an annual average. rate
of increasa of real output per man year of about 2 per cent. -

By thus giving quantitatlve expresslon to thesa varlables, 1975:
gross national expenditure reflactlng the size of the Canadian market may
range between $53 billion and $62 billion in 1953 dollars. Assumlng an
intermediate rate of populatlon growth a level of $58 billion mey be.. -
expected compared . with the 1953 figure of slightly more then $24 blllion,,r'
an increase of 137 per cent. The comparable per cepita gross natlonal
expenditure figures would be $2,578 for 1978 as agalnst $1,647 for 1953,
an increasa of 57 per cent. :

Four altarnatlve patterns for the distributlon of total axpandi- -
- ture among the various major buyers of output - consumers, business, .
. govermments -and foreign residents - are considered. These distribution
patterns are described as high consumptlon, high investment, hlgh govarnment
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expenditure and an "average" pattern. The average pattern reflects the -
follow1ng expenditure changes over 1953: personal consumer expendlture of
$87.3 billions, up 147 per cent, with expenditures on. consumer durables and
services likely to expand somewhat more rapidly. than the merket as a whole;
gross domestic investment of $11.0 billioms, up. 108 per cent, with outlay
for machinery and equipment showing a greater increase than éxpenditures
upon construction; govermnment expenditure on goods and services of $9.2 bil-
‘lions, up 109 per cent. All patterns assumed exports ‘and imports of goods -
and services to be in balance. : .

These estimates suggest that gross national expendlture will rise
more rapidly in the next quarter century than in the last. The considera-~
tions which may be cited in support of this possibility are the prospects
of avoiding as serious an economic disturbance as Canade experienced in the
'thlrtles, the larger role now played by résearch and scientific work, the
more emple financial resources of the country, and in general terms the '
~greater experience and confidence gained by Canadians in organlzlng and

utilizing more effectively thelr human and natural resourceSPand capital
equlpment. :

LT 1T 1

Ecbnomié’Forecasting_

At ﬁhat rate is ths'Canadian ﬁarket growing,~and how Bigfis‘iﬁ
11kely to be for this or that commodlty or serV1ce, or in aggregate next
year, five or ten years from now, or over an even longer perlod of time?

" Such questlons are frequent]y raised by Canadlan bu51nessmen, partlcularly
by those who are endeavourlng-to got some helplln determlnlng sales obgep—
tives, expansionAprograms;'pérsqnnel trsiningiplanssand reiatadrﬁﬁsiﬁsssA
?olicies. | | |

Shorf~tefm Economic Appraisals by Canadian industry. Many short-

term market appraisals and economlc surVeys‘are belng undertaken in Canada
by business firms, trade assoclatlons and trade papers, unlver51tles and
:governments. Most large corporatlons now have quarterly, seml—annual or.
‘annual advance budgets whlch in part represent business obJectlves or’
targets, in part’ appralsals of the llkely volume of buS1ness operatlons and
its effect on the financial sﬁrength of the enterprlse.~ They are reflected
in such ststemenﬁs asssalés and adﬁertising budgets, capltal budgets, etc.

| Comparatlvely llttle of the results of market surveys and advance<
plannlng undertaken by bus1ness firms is publlshed. Stlll a falr 1dea of
economlo, market and flnanclal.analy51s dOne by 1ndustry can be gleaned »
from a study of company reports to shareholde;s and some of the addressas

of the_pres1dents and general managers Qf the larger flrmsf Partloularly

revealing are the annual addresses of the‘presidents‘and gsneral,managers

i
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of most 'of Canada's chartered banks, whose ahnual statemenfs hgve in rg§ent,
/years contaihed_iﬁpbrtant'pronouncsmenﬁq about Whefe ths Canadian_economy}
Cis heéding and what.some of its ngof préblsms afe. l o o
The Canadian Chamﬁef of.Commefce usualiy presents in January éf
oach year the‘rééylts of speciaIAsurveys of businéés.éroépects fofAtﬁ9.
coming year (based on\qusstibniﬁg ) oross-éectioniéf Canédian'ﬁusinessmsn
-and economlsts), the results belng publlshed in the. Chamber of Commerce s
monthly publication, "Canadlan Business," Some organ;zatlons reprBSentins
particular industries have. in recent years commenced.to pﬁblish infofmation>
on their aéseesment of the volume -of busiﬁess oﬁeratiQns’that.their»indgsi
tries can reasonably expect for the yéar aﬁeaq._~An example is the énﬁual‘
address of the President,6f‘the’Newsprint Association of Canadé end the
reference book published by thelAssociatiéﬁ; which contains inforﬁgticn on
expected capacity andianticipatéd ASmand-for.the coming year,.AYear-end
s tatements reviswing the. economic adhieveménté‘ofrparticular industrieé
and their outleok are being.releaséd in inéreésing>numﬁers by varioué
buslness assoclatlons (1) and large ind1v1dua1 corporatlons, both private
and public.(2)
| Business .papers publlsh the results of surveys of the short—térm
economic and market oqtlook. Ths‘Financial Post, for‘example, usually
includés in oﬁe of its Depember‘issueé 8 comprehenéive'survey of executive ‘7
dpiniéns about business progpeéts for the coming year. A similar survey
expressed in quantitative térms'and covering such items as the voluﬁe of
production,‘raw material orders, size of labogr forcs,:hourly wages,
employer~employse relations; iﬁﬁestmeht-in new physigai fécilities, prices,
aéd company earnings before taxes is condﬁctsd $y tﬁe School of Business

. Administration of the UniVefsify of Wéétérn Ohtario; A nuﬁber of finsncial

-
f

(1) Such orgenizations include the Cenadisn Construction Association,

the Canadian Lumbermen's Association, the Canadlan Petroleum Assoclatlon .
and the Rubber Associastion of Canadea.

(2) Bxamples of compenies are: The International Nickel Company of
Canada, Limited, Aluminum Limited The Consolidated Mining & Smelting

Co. of Canada, Limited, Imperial 0il Limited, Canadiamn Pacific Railway - . -~
Company, Canadian National Reilweys, Polymer Corporation Limited, and

The Hydro-Electrlc Power Commission of Ontario. .
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houses prepare economic outlook eppraisals at‘regular_intervals:-which tney»
_meke available to tneir olients and-to the:public'onireqnest}m:Tnere are
eiso 8 number of advertising,vmarketing“réseareh and’eonsnlting firms which
nndertake various economie’surveys and appraisels for:theiri61ientsm

Short-term Economic Appraisals by Canadian Government. In their

endeavours»to'appraise business prospects for tﬁe coming year,wprivate
organizations can draw on a good deal of'information on_thisﬁsubjeot‘made
.available'by various Canadian government.sources;‘ Ccmprehensive surte§sl

of the economic outlook for a year aheadlare‘undertaken by‘the'federal
‘goyernment on e continuing basis. The work involves & number of surveys
covering investment intentions, trade and balance of payments.prospeets,
government expenditureApians, employment empeetations,’indnstry,,eommodity :
and ares studies, and the appraisal of the results: of these‘varioustsnrveys :
.in the 1ight of current eoonmnie trends\éndvattitndes of bUSinessmen;:‘:‘f |
farmers, trade unions and governments. Tne work is done iargely in the'f
Department of Trade and Commerce, in conjnnotionfmith a number of:otherv
government departments, particularly the Departments.of Finance,.Enternal
Affairs,'Defenee Production,'Labour, Agrieultnre, end-the Bank of Canada;‘
.Central Mortgage and Hou51ng Corporation, and the Dominion Bureau of Statis- |
tics. Business executives, business and 1abour eoonomists, financial and
\ agricultural experts; and proV1neia1 government offioials are-eonsultedl

from time to time, and close touoh is kept with sconomio develoPments‘ :

o abroad partieularly in the United States and the United Kingdom.el

.The work is primarily designed to provide the government With

, background economic information as an a1d in 1ts endeavours to formulate
economic polioies. The-government deoides What parts of its outlookr,:
appraisals 1t is prepared to use, and its decisions are reflected, amongb
other things, . in such statements as the rev1ew of the ‘state of the Cana~

- dien economy which the Mlnister of Trade &and Commerce eustomarily‘presents
to Parliament at the beginnlng of each ses51on, the year~end economie -
‘appraisal releasad by the Minlster of Trade and Commeroe each December 31,
and the White . Paper on the 1nvestment outlook usually tabled by the Minister

3

in the House of Commons in February or March of eaeh year,vfollowed.by,a
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further"reﬁiewfat,mideyear;.‘The‘Ministerjof'Finahee in his anhual budget>.
‘usually deals‘with the‘economie sitaation.aﬁd economie 6utloek. vahas been'
his practiee o indicate the lével of th‘_e-‘gros,s n}atifer‘lai product that cen
'reasonably be expected for the currenﬁ &ear and on, WhachAhie‘revenue'eati?
mates are based; Two budget White Papers containlng the most up—to—date
sumary of economic 1ndicators and of budgetary data are’ tabled in the House~
‘of Commons the day before the budget address is gmven. The Minister‘ofr’ 4
"Labour usually includes in his year-end address some referenée to the>eco-e
nomic situation and econamic outlook as it:affectsiiabour; "The Miﬁieter of ;
Agricultureztowards the end of eacﬁ year’meets witﬁ:provinciai geverament
officials and agricultural represen&atives, and the cenfereace di;cdSsésT;
the agrloultural outlook for a year ahead w1th the flndlngs of the con-:
ference belag made pabllc. -There are thus at 1east four cablnet minlsters
who regularly make'statements on' the current Canadian economic 81tuat1enr
and outleqk.v There are'also a ﬁumber ofveﬁher_ministers whd'from‘time o .
time deal with this subject as it relates to the eperations~of tﬁeir;deéart-
ﬁents. vSueh fbrﬁard-loeking econqmiC»appraisals.are aupplemented by. com~- .
prehensive and up~to-date statisﬁice on employment, income,veutput,‘ \
--1ndustr1al activity, prioes,-etc., publlshed by the Deminlon Bureau of
Statlstlcs and by speclallzed economlc 1nformat10n made available on a
.monthly or quarterly basis by such government agencles as’ the Bank of Canada
and - Central Mortgage and H0u81ng Corporatlon. | | |

| Thls brief summary of what busxness, unlvers1t1es and governments .
are doing 1n the field of short-term market and econom10 analys;s is per~
haps indicative of the increasing 1mportance whieh‘responslblejmanagement<
and governmentlin Canada are~Placiag on as.clear_an"understanding.as -
'peseible of the basic economic forces at work ianheirAeountrj;,and tbeir'
endeavour to take account in formuiatihg polieieS'of fhé ever-chahgiﬁg
ccmplexlties of the Canadian market and the Canadlan economy.}r

Long-term Economic Appraisals of Canada in an Early Stage of

Development. Though progress has been rapid in Canadaeln developing and'
meking use of market and economic surveys for the short term, from three

‘months to a year, 1ong?term merket and economicHappraisals in this country
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are stili in en early staée éf dévelopmentf‘ Apffaiéing C;nadéts long-terﬁ‘ 
_écoﬁomic outlook is quite different and distinct from'an anélysis 6f~ﬁhe_.
| economic_f§r035»tha£ shape'the'sﬁort—tefm>market.-~It isvone>thing‘£o_‘
appraise thefeconOmié outlook,:say,Afér 8 year ehead where the ahaint hes
the benefit of a numbér of sﬁrveys-pointingtto the strengthAbr weagness of
'the eoonomy, and where he has eVery opportunlty to aoqualnt hlmself w1th
current market trends and the economic cllmate.i But when 1t comes +0 loﬁg—
term economic appralsals, say flve, ten, twenty, or twenty-flve years heﬁce,
most of the tools thet are avamlable for short tern analysms are 1ack1ng.>’
The obJjectives of long-term market and economlc appransals_must.therefore
of necessity be much more'modesf. , |
All that long-term markét and e;onamic apﬁraisal7¢an éb - at

least in the present stage_of~d¢velopmen£‘— is £§ pointito tﬂe kind of
’ économyAa country may reach at certain times’ih the.future;'éésumihg |
ce;tain fates of gfowfh. - The rates of gréwth:aSSumed will vary depeﬁding
on the purpose of the analysis,’the degreé'of familiari%y_with past-long—‘-.
term‘économic trends, and the Judgment théviﬁvestigator formuiatéé abéutv
thé cha}gcter of the basic economic forces affectiﬁg’Cénaﬁa‘S‘futgre- ‘
,expénsion. Long~térm=market énd economic appraisgis‘afe not.fofecasés.
- of the sales volume or level of economic activity a number bf‘yéérs hence,
buﬁ réther iiluStratiOns of what continuiﬁg«grqwth of the economy ﬁiéht
mean if reasohably "full" use of existing capacity is made in terms of:'
aggregate'demand and>possibiy in %érms of'the'§0tentiéirmarket fof |
ﬁarticﬁlar commodities. | |

| Some surveyé of the~long-térm>growth of the Canadiah“méfket and’
the economy as a whole have been ‘made by a ‘number of the’ larger corﬁora—

tions and bu51ness groups in Canada to assmst them in formulating their
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‘long-range expansioh plans;(l) Members of the Cénadian government hgvé
"also madé statements about'the possible growth of the Canadian sconomy to
1ndlcate the opportunltles which Canadzan business and ind1v1duals might
have to prosper in an expanding economy.(z) Some profess:onal papers have
also been written on this subgect (3) But on the whole long=term economiec
and market appraisals in Canada are still in an early stage of development,

and they have followed pretty closely the pattern leid down by much more

(1) See, for example, "The Next Quarter Century," an address by R.lM. Sale,
the President of Ford Motor Co. of Canada, Limited, Halifax Board of

Trade, January 20, 1953; address by T.J. Emmert, Executive Vice- President
of Ford Motor Co. of Canada, Limited, Annual Conference of Canadian
Purchesing Agents, in Detroit (as reported in the Financial Post, Novem-

ber 28, 1953); "Where We Are Going From Here," an address. by E.C. Row,
President and General lanager, Chrysler Corporation of Canade, Limited,
Rotary Club of Windsor, Onterio, November 23, 1963; an address by

H.M. Turner, President of Canadian General Electrie Co., Limited, Canadian

. National Exhibition, Toronto, "Canade =~ By 1960" (published in Electrical
News and Engineering, September 15, 1951); "A Long Look Ahead," address by
R.M. Fowler, President, Canadian Pulp and Paper Association, Annuel Luncheon
of the Association, Montreal, January 29, 1954.

(2) Statements by government leeders include addresses by the Prime Minister
to the Annual Meeting of the Canadisan Federation of Agriculture, Montreal,
January 22, 1952, end to the Canadian Club, Ottawa, January 16, 1953;
statements by the Minister of Trade and Commerce, "Cenade's Economic Future,
New York Town Hall Lecture (published in the proceedings of the Conference
under the title, "Canada: Nation on the March," Clarke, Irwin & Company
Limited, Toronto, 1953) and "Canada in 1963" (booklet published by Gairdner
& Company Limited, Toronto, 1954); and statement by the Minister of Citizen-
ship and Immigration over the C.B.C. Network, Ottawa, May 4, 1954 (as
reported by the liontreal Gazette, May 5, 1954) ‘

(3) Ses, for exemple, "The Canadian liarket in 1980," Monthly Review of the
Bank of Nova Scotia, Toronto, June-July, 1953, and addresses by 0.J. Fire-
stone, including "Canadae's Long-Term Economic Outlook," Industrial Engineer-
- ing and Management Section of the Engineering Institute of Canada, Montreal
December 4, 1952 (published in the Engineering Journal, April 1963,

pp. 402 ff.), "Appraising Canada's Short Term end Long Term Economie Outlook
Dominion Bank lMen's Associamtion, Toronto, January 13, 1954, "Canada's
Growing Market and Retail Trade," 12th Annual Conference of the Canadian
Retail Federation, Scarboro, -Ontario, May 3, 1954, and "Canada's Growing
Economy and Energy Requirements," 47th Annual Conventlon of the Canadian

Gas Association, Banff, June 23, 19564,

"




,comprehens1va surveys undertaken in the United States.(1)

This chapter is concerned with 111ustrat1ng some . of the growth
possibilltles of the Canadlan economy and ‘the Ganadlan market over;e long
period ahead.'.Ite main purpose is to presentna pattern of analysis and a

set of assumptions which make it possible to'arrive at an estimate of. the

.‘magnitude of the‘Canadian'market a number of years hence, andvto present

possiblefalternative make-ups of ‘the market. By’varyingvthe pattern of

ana1y31s and the basic assumptlons, dlfferent estlmates of the dlmension

‘ and composition of Canada s future market w111 be reached. Therefore it is-

unportant to remember that flgures of the growth potent1a1 of the Canadien A
market given in this chapter are nothing but a quantitative 111ustration of
& range of growth possibilities that appear tovexist and that may‘be reached
in different ways and at different bimes. - - |

Basic Factors Shaping the Canadlan Market of the Future

How big the.Canadian market actuallyrw1ll be & number of years .
hence, ‘say 1975, no one can tell. - But certain generalizations about thee
basic factors contributing to its future growth and'pattern are possible..

(1) Domestic Market May Griow More Rapidiy>Than Foreign.Markets.

The Canadian market -is. deflned here ‘as the aggregate value of all goods
and serv1ces produoed in the country (1.e., gross natlonal expend1ture

which equals grossonatlonal product, see,p. 135). It thereﬁore covers both

~purchasee made by Canadian residents (domestic‘sales) and by foreign residentsf-

(1) Some of the comprehens1ve studies publlshed in the United States
include: Annual Reports of the Council of Economic Advisers and of \
the Joint Congressional Committee on .the Economic Report, particularly °
the studies issued by the latter, Sustaining Economic Forces Ahead,

" Washington, 1952, and Potential Economic Growth of the United Statesk

During the Next Decade, Washington, 1964; U.S. Department. of Commerce,

Markets After the Defence Expansion, Washington, 1952; Report of
President's Materials Policy Commission, Resources for Freedom,
Washington, 1952 (Paley Report)s Gerhard Colm, with the assistance of
Merilyn Young, The American Economy in 1960, National Planning Associa- '
tion, Washington, 1952; Dewhurst, dJ.rF., and associntes, America's Needs
and Resources, a Twentieth Century Fund Survey, New York, 1947; American
Newspaper Publishers Association, "Newsprint Now and in the Next Decadse,"
New York, 1951; National Bureau of Economic Research, Long Renge Economic
Projection, Studies in Income and Wealth, Vol. 16, New York, 1954, and .
Address by the President of the United States to the Eleventh Annual
Dinner of the National Security Industrial Association, as. reported by

the New York Times, October 26, 1954, p. 22.
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o(exports). The-dpmestlc market‘bas growngmore_rapldly than‘CanadalSj3‘
" foreign markets, and this trend -may continue. -'Between 1929" and 1953 the - o
domestic market (as reflected in gross natlonal expendlture minus exports
© of goods and servnces) has 1ncreased at an annual average rate of 3,72 per
cent (compound), as against 2 62 per cent for the exports of goods,and ser—-n:
~vices and 2. 75 per. cent for the exports of goods elone._» ?'l. | N

| Among the reasons supportlng a more rap1d expans1on of Canada's
domestlc market than of her forelgn markets are the. follow1ng°: contlnua—

“tion of falrly rapid populatlon growth, dlscoverles of new Tesources and

the further development of proven high quallty resources, and technologlcal o

advances whlch may turn out to be of partlcular advantage to the 1ndustria1
.development and dlverslflcatlon of & country whose main handlcaps in the
past have been a northern c11mate, rugged terraln, great dlstances to .
melvets, and ‘a widely scattered and on the whole sparsely settled populatlon.

| As to the rate ‘of expansmon of foreign markets, th1s rate 1s '

- likely to be affected by economlc, polltlcal and social foroes which in g
_some respects appear to haVe been moV1ng in oppos1te dlrectlons.' On the

© one hand, in the post—war period a.tendency toward a freer 1nternationa1
'exchange of goods has been ev:dent, and though thls “trend has at tlmes

been slow and haltlng,‘nevertheless it has been a dlstlnot contrast to

fthe generally restrlctlve tradlng climate prevalllng before World War II.
Then, too, . the fact that the world's pOpulatlon is grow1ng and that natlons .'
tend to encourage the development of domestic 1ndustrles is’ llkely to ’
inerease the opportunltles of the world for a greater 1nternationa1 exchange
‘ of food and basic materlals in both rew and processed form. The process of
A1ndustr1allzatlon itself is llkely to 1ncrease the 1nternatlonal demand for
-manufactured products, partlcularly capltal goods. But as domestlcllndus-
trles in many - countries develop and expand, the tendency mlght be to d1s-
courage the 1mportatlon of some manufactured 1tems, partlcularly those of

the basic consumer goods varlety.: leen the natural d931re of many natlons‘<
to deVelop strong domestlc 1ndustrles, coupled with 1nterm1ttent exchange
erises and international'trade eonfllcts,‘sheer reallsm suggests that .

Canada's foreign markets over the next several decades may not grow,as




.= 91 =

rapldly as her domestic market.

N

(2) Fluctuatlons of the Canadian Market' The pbint has-been made'

‘1n Chapter 1 that the Canadlan market has grown by léaps and bounds though
in sO‘doing has undergone fluctuations of varylng magnltudes and at dlffer«iu
ent intervals. The past record covering the experlences of the first half
of the 20th century suggests that the chances of Canadlan bus1nessmen in
: faclng a rlslng market as agalnst a decllnlng market have been four to one.
This has been the situation in aggregate terms - it would be dlfferent for
1nd1v1dual industrles and for particular commodity markets. Whether_the-
odds w;ll be five to one or three to one in the next severalndecadee'no dne
can tell.. But tw0’tendencies can be noted: flrst, the Canadian market is =
llkely to fluctuate in the future as 1t has in the past, though the degree
of fluctuation is likely to be less, and second there are some prospects
for an improvement in the odds.antlclpatlng expandlng markets“ Some of the-
factors peinting towards’these\pessibilities are: |
(a) There‘is invthe free World greater internatidnal‘and
natlonal consclousness of how economles operate; what the prlce of :
'depresslon is, and how ea51ly it can be transmltted to other - (
countries and then re-transmitted in eumulatlve fashlon to the
countrles which in the first place endeavour to "export“ unempl oy~
-ment (1) It 1s~doubtful whether the nations have learned fully ths
falla01es of "beggar—my—nelghbour" pollcies, s0 prevalent in the.
world~wide depresslon of the 'thirtles, but at least there is now A
‘greater consclousness than‘there ever has been-before of thea'~
economic interdependence of the free world;"
(b) There is also greater awareness on the part of buslness

firms, trade unions, farm groups, and natlonal, reglonal and local

(1) For example, lf Country A reduces 1mports from Country B unemploy-'
ment in Country B may rise. Then Country B may be buying less from '
Country A. Country A might have been able to increass employment as-a
result of reduced imports from Country B, But it in. turn may have an
increase in unemployment as a result of reduced purchases by Country B.
By 1nterfering with the netural flow of’ internatlonal trads, both .. -
Countries A and B may be worse off: they may he producing domestically
at higher prices articles which they hitherto imported, without actual
gain, . and possibly e loss, 1n the natlonal level of employment. B
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governmeﬁts of the kind;of ecoﬁomic problems that a‘éountfy fa§95;3=
o .This has led to eﬁdéaﬁours ﬁo appraiée'futuré‘ecénémib cOﬁditions
and market prospects inraé effectiﬁe'énd sysfematic a.manhér a§
‘possiﬁle, and to consider in édvanqe weys gnd‘means‘to cope wiﬁh
problems as they arise.. | | | |
(¢) There- has beén a substaﬁtlal chaﬁge in the composmtlon
of demand whlch determlnes both the ‘size and the make-up of the
Canadlan markat.‘ Governments‘play ﬁcwva much larger part as buye#s
of goods aﬁd serviceé'than‘before. TEven with some decline.of mili;j
;tary‘expeﬁditures, govérnmeﬁts arehlikely to'cohtinueéfo fépreseﬁt‘-
e more important démén@ factor in ﬁhe Cahaéian mafket:than tﬁéyAhévé'
in earlier periods.of thié country's hisﬁory,‘iﬁ view GfAthé'incragsed\
demand for public sérvﬁcés and-public’projects. Also,»démﬁnd by coﬁ-'
éUmers,.farmers and fishermen and othef groups. is being~stabiliiéd to
some extentnby me;ﬁs wﬁigh‘weré largely unknowh in Canada7befdf§"‘
World Whr‘II, €.g., universal family allowﬁﬁées éﬁd QldAage pepéibns,
“farm aﬁd fishe:ieé price supports. XIn gsnerai gqverhﬁeﬁﬁ expéndifﬁres
are éo'constituted'that_sizeable absoiute-declines are uniikeiy ih:théa
face of a downturn in éeneral’economic activity,iand so they ﬁay be
expected to act as é_support‘qontribufing to the mainten&ﬁce.ofv
adequgte levels of economic activity.> | |
| | (d) Over the pést ﬁweﬁty—five yaarsjincome.has become
somewhat more equélij distributed éﬁd_pericapiﬁa_and per family féél
.income'has_significantly.ihoreésed. _In‘CanaAa~ponsuming units,‘ H
particuiarly tﬁe hoﬁéehdlds,Aafe<in:a>ﬁﬁéh‘stronger>positidﬁ to meke
effective their demgﬁd$ for goods end services as ‘the margiﬁ Eetween
their actual incomes and = éubsisténce 1evel of income has widened;‘
In part, this is the reéglt of increaséd opportuhities for-more‘than
one member of the faﬁily to work and to céntfibute to the.household
+ budget. | | - | | | |

(3) Varying Rates of Markét Growfh;' The Canadian mearket hes

groWﬁ'in the past.at‘varying rates over 1onger perlods of tlme allowing
i { ;
for both ups and downs.. It is likely to douso agaln. The reasons include
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not only the dynamics of population growth, -discovery and deveiopment‘of
natural resources, and ﬁhe.intredection of‘ﬁeehneiegical innevationSa

' Another 1mportent and baS1c reason goes further and is to be found in the N

o private enterprlse character of the Canadlan economy. With governments

eoncentrating meinly on creatlng in the country an ecenomlc cllmate favour-‘

>ab1e to 1nd1V1dua1 initietive and private ventures, it is malnly the Judg-

ment and action of private 1nd1vzduals that determines the rate of economlc .

.progress in‘CenaQe in all periods except a maJor war. In an‘emergency:
government direction and'controls‘ﬁey>replaee a greet‘deal of‘privete"<
initiativeJand‘the nation mey for & number of yeere'Workfin forcéd»dreft.
In such a period the prirate enterprise eherecter‘ef'the Canedien‘eoenomy._,
Vene.the free working of the market ferees-ﬁey'fo ex}erge extent be tempof
rearily suepended. : o | .
(4) The m&ke-ue of the Canadian market ﬁesfeeen'ehanginéland."
this trend is 11ke1y to contlnue. ‘Business iﬁvestﬁent and governmeﬁt .
expenditures have beccme more impertant relatlve to consumer expendltures.
The growth in the‘relatlve 1mportance of 1nvestment expendxtures has been
a major factor ‘in 1mprov1ng product1V1ty, that is, 1n relslng the coe— x
tribution of each member of the labeur force toward total output. Some
government expendltures also contrlbute to improv1ng produethlty by
Vralslng to a hlgher level and dlffu31ng technical and professional skills -
through vocatlonal training, and by efferlng more w1despreed fa01lities
for generel and sp901a11zed educatlon._; | |
A ‘major shift 1n the compositlon of the. consumer market has also
teken place, wath a lesser proportion of incomes deveted to the necessitles
of life and a greater proportlon to achiev1ng better ‘and more comforteble .
_11v1ng, greater human progress and greater securlty. Among the reasons‘,'
for expectlng contmnuing changes in the make-up of the Canadian . market
are an- upgradlng in both real earning power and the absorptlve capaclty
. of the buylng publlc. Earningtpower is 11ke1y to contlnue to rise, as
the nation's productivmty 1ncreases and as 1ong as Canada is 1n a pos1t10n
" .to exchange her exportable surpluses at reaSOnable terms agalnst the

exportable surpluses of other‘countries. As the earnlng power of Canadlansa
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.risee se does their abiiity no spend; Unless nhere.are'subetantiai changes .
in the saﬁings habits’ef CdnddianS;?’and:these aredpnlikel&.except in mdjor A
N emergencies such as an all-out war -:the‘Canadian pubiie can«Eefeounted ‘
" upon over theileng run o have at their‘dispesel 1arger incomes in reel
'  terms to spend on 1ncreasing quan‘cl‘cles of consumer goods ‘and serv:xces.
The amount of food eaten, the number of sults or dresses worn, and ther=

number of rooms lived in are 11mited in a practlcal sense. If hlstorlcal

»experlence is any gulde, we mlght expect that the portlon of 1ncome spent
" upon the basic: necess;t;es w111 dec11ne, though a p0551b1e Shlft to a
hlgher quallty type of purchase ‘ecould be. a factor mltlgatlng such ‘& trend..
But even a decllnlng proportiOn -of the famlly budget spent on basic con—
sumer goods and services will mean increased expenditures in absolute j‘
terms because of the expectatiOn of a further substantial expans;on of
the nggllnarket for consumer goods and services in Canada.~ On the other
hand, there seems t0 be 11tt1e 11m;tat10n on‘the des;re:of Canadians fo
:increase their enjoyment of the meteriel:eomferts and asesthetic pleasures
of life. - B R
To re-state:. over the next severalVdecddes the'Canadidn mdrket
is 1ikely to cbn#inue to grow, withethe domestic part probably\growing
somewhat more rapidly than its foreign counterparf.e ihis growth-may be
interrupted at times by_temporaryAturn-downs, and the~expension:may faﬁe.
- place af varying.rates over longer periodslof time. The.mdke-ﬁp of the |
market is also likely to change as consumers, bu51ness, governments and

foreign buyers make varying demands on the nationts output ‘and neW‘wants

Adevelop.A
Methodéiof Making Economdc Prejeetions'
Baéic Assumptions. It is now poss;ble to state three bas;c
.- assumptlons on which the appraisal of the long-term grow’ch of the Canadian

merket is besed in this chapter:
| (1) That the Canadidn'ecOnon& will retain its‘ﬁdsic priyate:;-;
enterprise cheracter;‘ _ | : ’ ‘

(2) That the Cenadian narket wili~00ntinue‘to[grow notwiﬁnsfend-

-ing some interruptions in that‘process_of?further expension and reorienta-
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'n.tion, and tnat the eeonemy will openate at a high-ieﬁelf
(3) That there will be no all- out war, but that the 1nternat10nal ‘
uncertalntles will continue, necess1tat1ng e greater degree of defence
.preparedness then the free natlons of the world were accustcmed to and e
found necessary to malntaln before Wbrld War II. HoweVer;'tnis may’invoive
» the devotlon of e lesser proportlon of thelr natlonal output for mllltary

purposes than was the case during the duratlon of the war in Korea.

Selectlon of a Future Base Year. The next step is to select a

‘ year or & period as a base.year or,base period to_g1Ve the market‘ana1y51s
some cpncreteness. The year chosen in this eppraisel is 19%5; Forrether
types of appraiéals an earliér'&ear,:say 1966 or 1965‘ may be deeirable.~‘
The reason for choos1ng 1975 is that it is & eonvenlent tlme mark, three-
quarters of the way along the twentieth century. The 1nterVen1ng perlod
is long enough to include, qnite likely;'sun—periods of several dlfferent
rates of economic growth (see page 91 ). But not only are the rates of
growth in sub-periods llkely to vary, the range of pOSSibllltleS of
varlatlons in the aVerage rate of growth for the perlod as a whole is
great. Thus, if some feasible hlgher rates of eeonomlc growth materlallze,
the size of the market which Canada may reech in 1975, suggeeted fnntner
on in this chapter,‘may_in‘faen.he reached earlier. - On the~other»hand,>

Aif some ofvfhe slower rateS‘of.ecenomic expaneion which are-hentioned‘
should determine Canada's economlc progress over the next few decades,
then the size of the Canadlan merket 1nd1cated may not be reached untll
several years 1ater than 1975,

There are many other faetons why tne aseumed'size of the Canadian
market may elither be reached earlier-or later then 1975. _One important
factor is the degree to whlch Canadlans will be maklng use of their
reSOurces,vboth human and physmcal the latter covering both the nation's
capltal (1ndustr1a1 and commerclal 1nstallat10ns and other private and
public facilities) and natural resources. Another factor could be the.
changes in productivity which might accompany substantial industriael

applications of atomic energy or other major technological innovations.



.96 -

The enalysis presented here‘ofvwhat'fha Canadian merket mey be
like in 1975 is based on the aésumptionuof a'high level of aconomicbacti*
vity. But;if 1975 turns out to be a yeariof deo}ining.ecpnomid activity
end thareféra below the ndrm assumed, it mey fake several years until fuil
récovery has set in and a high level of employment and incoma‘haé.again
been reached,

It is therafora.important'to‘ramambér that the year 1975 has been
- selected as a convenient bench mark, but that the estimates presented héra'
 may in fact reflect the kind of market which Canadiens may raach;someﬁﬁere
during the decade of the 1970's. | .

- What Is Meent by "High Level" of Eobnomic»Activity? Reference

has been made above that the analysis of'tha growth potential of the Cana-
dian market is based dn.the assumption of a high level of aconmmic activity;
Vhet is meant by "high level"? ‘ | |

This term is applied here to the Canedian aconoﬁy if.the_lsttei
‘is reésonébly well in balanéa in térms of supply and damand,.with‘pricgs
camparativaiy stable and manpower resources fairly well employed, with due
regard to seasdnalvénd frictionaliunamployméﬁt; that is,Aﬁnemplo&mapt |
associated with an orderly industriai adjustment quite commoniin e private
enterprise economy. In other words, aﬁ écpnamy mey be described as .
operating at "high levels" if amploymentVopportﬁnitias\are sufficiéntly <
ample so that pérsons losing a job in one industry or one locality can‘.
expecf to find, within a reasonable period of time, another job in énother ’
indpstry or locality in all periods exoepﬁ the winter months. For Cané-
diens, living as‘they do in & northern climaéa,'mﬁst expeét 8 somewhgf
greater emount of seasonal unemployment than people in other countries»
with rather more favourable weather condifidns. A certain amount of slack
iﬁ the Canadian aconomyAappearQ to be’unavoidable in the off saasons;,evan
though the latter could be reduced éomewhat‘when the prassura.bf demand
for labour is particularly strong and special‘efforts are made by both
. induétry and governments,
While & "high level" of economic activity can be described fairly”

eaSinvin general terms, it is much more difficult to express this-concgpt
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in quantitative terms. One way. of expressing a "high level" of eéénoﬁic
actiﬁity numericelly is to do it in terms of the proﬁortion of the labour
force eﬁployed (or unemployed) and the output which e given number.of
persons working mey produce.. |
' The gregt dﬁnger of such an attempt t6 deséribe quantitaéively
a "higﬁ level" of economic ac£ivity is ﬁhat it may‘be interpreted as setting
out yardsticks of what areAdésirgble levels'of émploymént and output-or what
are acceptable levels of hnemployment and what are not. éuch nétions és
"full employment", "high levels of employment",-and "ﬁndesirable,ievels of
unempl oyment" are highly emotional concepts that are %ubject_to widély‘
varying interpretetion and policy récommendaﬁiqns for action or inaétion,
as the case may be. ‘ _

Emotionalism apart, the fact of the mattef is that there is no
country with s predominantly private entef@rise economy where thgre is a
universally'accepted standard of what représents 8 tolerable level of
unemployment and when a given level of employment should be described aé
"full', "high"‘ofA"less than high". Since this is the situation inACanéda,(l)
as in many other . free nations, the data shown sglow illustrgting varying

levels of economic activity should be regarded as nothing but a statistical

(1) The Canadisn Govermment hss not found it practical to edopt as a basis
for the formulation of general economic policies sny arithmetical formula-
tion of what constitutes a "full" employment or "high" employment economy.
The Government's attitude is illustrated in the following extract from a
submission to the United Nations: "The Canadian Govermment is of the
opinion that the principle of fixing general employment objectives is most
desirable, but, for several reasons, has not set precise quantitative -
employment standards. One reason the Canadian Government has not set a
quantitative employment standard is that it may lead to an over-emphasis
on one objective. There are other econemic goals which may be as impor-
tant as the full employment goal . . » higher standards of living,
economic stability, « « « Another reason such a standard hes not been
established is that the Canadien economy is & rapidly expanding one.
Moreover, the economy is peculiarly subject to sharp seasonal and climatic
variations. It is also dependent to & high degree on crop yields, and on
the export of primary staple products to the world market. Because. of
these variations, an arithmetical employment stendeard could be.a mislead-
ing and unsatisfactory guide. A certain level of unemployment might be
more serious at one time than at another dus to its concentration in a
single industry or region, its duration, or because of the econamio
meladjustments involved." (Canadian reply to Questions 1 to § to United
Netions Memorandum dealing with implementation of resolutions 290 (X1)
and 221 B (IX) of the Economic and Social Council concerning full employ-
ment, United Nations, New York, March, 1951.)
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emercise designed'to indicate the assumptions on'whichnthe appraisal of
- Yhe future growth of the Cenadian market is based. The datadby no means .
| represent any suggestions of what are "desirable", or. "unde51rable levels
of employment and income under'varying economlo'eond;tlons.
.Table 1 shows the.Canadian labOur foroe‘in 1953 the*proportion R

- of persons employed ‘and unemployed and gross national product for that yoar.
Three dlfferent percentage ‘figures ‘of unemployed to labour force, together o
w1th_the gross national product turned out by persons working, are shown, '
and these three different sets ofﬁdata:are_described respectivelyfas "full
employment econamy™, "High level'econcmy“, end "less than hlgh levely'”'
economy." \A "full employment economy" is descrlbed as one where unemploy-
ment averages durlng a year two per cent or less of the total 1abour force. _4'
- This 1is the klnd of situatlon which Canada experlenced under’ the forced ‘
draft of World Wer- II end in the 1nflationary per1od following the outbreak
~of ‘the war in Korea. "h1gh level economy" is~ reflected in an economlc :
' situation where the number of unemployed may range from two to five per cent -
-~ of the total 1abour force. This is the kind of sltuatlon whioh Canadlans
_'experlenced in the late 'twentles, durlng some periods of the immedlate
post-Wbtld War II years, and more’latterly, in the adjustment perlod;
following the ending of the:Korean war. '“lessfthan high 1evel'eccnomy“'
' 1s suggested to be represented by a situation where the number of unem-’
ployed exoeeds on an average 5 per cent of the labour force and may 1n
fact reach as much as 20 per cent.' Such a state of affa1rs exlsted for a
short time in the adJustment perlod which followed the- end of World War 1,
partlcularly 1921, and in the ‘thirtles when unemployment ranged for the
most part between 10 and 20 per cent’of the 1abour force.

It is noteworthy how close 1955 was to & "full employment
economya" The gross natlonal product for that year ‘is est1mated at »
@24 3 billlon;. Had unemployment for that year averaged 2 per cent, rather'
: than 2.4 per cent, then the gross natlonal product would have been ‘only |
elightly greater, over $24.4 billion. On “the. other hand, 1f a "hlgh

employment economy" covers as wide e range of unemployment as 2 to 5 perpl

~ eent of the labour force,_then a,elightly smaller gross natlonal~product



- 99 o

than was actually achieved in 1955 would\have been feasible'without repre-

senting a serious setback_tolCanadian economio ekpanSion,~thenlower'range
of the figure being $23.7 billion; If one were‘to_interpret,the figures
for gross'national‘productlfor-1975 shown later on in terms of the actual

1953 experlence, one oould say that a "hlgh level economy" as deflned in

this chapter would haVe covered a gross natlonal product ranging from $23,7

billion to~$24.4 billion, W1th & mid point around the u24 bllllon-mark. .

Reference- has been made to the 1mportance of the- seasonal

1

- influences on the levels of employment and unemployment in Canada. These .

are illustrated in Table- 2. Agaln, &ctual experlence in 1949 to 1954 is
compared with some. hypothetlcal flgures 1llustrat1ng seasonal varlatlons
in a "full employment economy", “high employment economy" and ?1ess then
.hlgh'economy.""

The interestlng point is that in a "full employment economy
-the 2 per cent annual "average" unemployment level (as reflected by the
average of four quarterly flgures) may be the resultant of as low 8 leVel
of unemployment as one per cent in the summer months and as hlgh a level
of unemployment as.3§ per cent in the winter months. If_"hlgh~employment“
is assumed to include,a_range anywhere from 2_to15»per cent of'thevlabour<
force as unemployed on'an "average"; then there.may be:variatlons;at its
lowest point from a llttle oVer-one per cent in the summer months. to as -
much as 7 per cent at the hlghest point in the w1nter months. Thus, 1t
is importent to dlstlngulsh betWeen spot observatlons whlch may 1nd1cate
‘either very hlgh or very low levels of unemployment fram the employment
situation for the year as a whole, wh;ch will be scmewhere between the
two extremes of seasonal hlgh and low p01nts. In other words, even &s.
.-high a.level of unemployment as 7 per cent in a partlcular w1nter month

does not necessarlly mean that the economy is not contlnuing to expand,

seasonel-1nf1uenceS‘aperta_ To ellminate the effect of seasonal 1nfluences,

this study uses as the basis for analysis an'annual "average"pretio ofA_p
employment‘and unemployment_to the labour force. The ratic assumed in
this chapter as.covering‘e'"high employment econamy" is the range of

. 95 to 98 per cent of the labour force, or representing_unemployment of
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TABL}L Lo LABOUR FORCE, EMPLOYMENT UNhlePLOYlVJh.Nf AND GROSS I\IA].‘IO'\IAL PRODUCT
Cﬁ“ADA ACTUAL. AND HYPOTHETICAL, 19583,

Unemployment ~ - Gross

- f Labour | Employ- [Unem - as & . . Netional -
: _Levels of Emyloyment | Foree (1) me;t(x meng% ¥ |Per cent of | Product
.‘ : : _ : - | "Thouss | Thous. Thous, Labour Force. |. $ Billions
Actual - | 5,438 | 5,306 132 2.4 24,3
Hypthetlc&l
"Full" Employment _ o S PR 1 L .
’ . Eeonomy & | = = 5,329 | 109 T | . 2,0 . f 7 24.4
"High" Employment = - D S R T - ‘ N
Eoonomy . - | 5,248 | 190 . | 2.0-5,0 24,1(2)
"Less than High" - I S T SR
Employment hconomy(5) , - 4,350-4,894] 544~1,088| Over 5,0 | 19,9%22.4

Source: Labour Force end Gross. Netionel Product data'for 1953 from. ﬁabour Force
Surveys and Netionel Accounts,_Domlnlon Bureau of. Statlstlcs.- '

(1) Quarterly average. " ‘ .
(2) To compute Gross Netionael Product _employment wes assumed to ve 96 5 per oent :

. of.the Labour Force. :
(3) Assumes & range of from 80 to 90 per oent of the Labour Force employed.

TABLE By ™ UNEMPLOYMENT AS A PER CENT OF THE LABOUR FORCE, SEAS ONAL PATTERN
" - CANADA,- SELECTED YEARS ACTUAL 1949-1954 AND HYPOTHETICAL.

.Year First Second ;Thlrd ‘ Fourth - | annual
“lQuarter (Quarter | Quarter Quarter |Average
1949 Actual S 4,05 1,99 1.86 | 2482 - 2.68
1950 Actual = _ -] 6,07 2,81 1492 | 2422 | 3,426
1951 ‘Actual ' ] 3.3l 0 | l.54 1442 | 1o86 2403
1952 Actual , ' 4,05 | 1,99 1,68 . 215 | . 2444
1963 Actual o .t} 3e45 | 2414 1,67 2084 2403
1954 Aetual- . . 5497 - 4,02 3s12 3496 4,27
- Hypthetical Seasonal Pattern ing - . ®
"Full" Employment Hconomy - 345 1.5 1.0 | 2,0 - 2.0
"High" Employment Economy Be5=Teb |145=440 |.1,0=345 0=5.0 | 2,0=5,0
""Less than High" Employment . S
Economy - Over 7,5|Over 4.0| Over 3,5 Over 5,0 Over §.0

Sources Data for 1949 to 1954 from‘Quarterly Lebour Force Surveys, Dominion
Bureau of Statistics, March 1954 and the May, August and November,
1954 1ssues. .
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2 to 5 per cent of the labour force. Gross national product is calculatod

" ona mid-point of 96 5 per cent of personsjin the 1ab6ur:forco eﬁployed

yearwround and 3~ per cent unemployed.

Five Economi e Variables Affecting Gross National Produot 1n 1975 »

The size the_Canadian markot may p0581b1y reach by 1975 1;

o'préseoted in this chapter first in the form of estimatos of the gross

national product and then in the:ﬁanner in'which the gross national
produot(l) may be distributed among various buyers of goods and services. .

To pressnt an estlmate or & series of estlmates of the gross

nat1ona1 product for 1975, assumptions of the rate of growth of at least
-flve key economio factors are needed: (1) population, (2) labour force,

-(3) persons employed (4) hours worked per. week “and (5) output . per man

hour (+to measure changes in productlvity) L I .

Canada s Populatlon )

A number of sﬁatements have been made in Canada about'the'éiie
of the poPulatlon which this country'mlght reach a number of years hence.
They vary substantlally. The Prlme Mlnister on one Ooca31on mentloned

that Canada's population may well reach 35 mllllon by the end cf the

century.(z) Thls reference 1mplles an annual average rate of 1ncrease

of 1485 per cent (compound) On another occasion the anaster of Cltlzen—

.ship and Inmigration spoke of Oanada's population p0531b1y reaching the

23 mlllion mark by 1974,(3) This estimate 1mplies an annual average
inerease of 2,13 per oent (compound), »

| - The Dominion Bureau of Statistics‘has produced population pre-
jections for the year 1971 shaowing that Canada s population may reach in
that year & level ranging from 21 million to 24 mlllipn,(4)_ TheAgnnual gr?“?é‘

ratios implied are 1.97 per cent and 2,73 per oent‘(cocpound),respeotively,,f

(1) The terms’ “gross nationdl product" and "gross natlonal expendlture

are used 1nterchangeab1y. o
(2) Address by the Prime Minister to the Annual Meetlng of the Canadlan
Federation of Agriculture, Montreal, January 22, 1952, pe 4.

(3) Address by the Minister of Citizenship and Immlgration over the C.B. C. .
Network, Ottewa, May 4, 1954, op. cit. p. 4.

(4) Soolal Impllcatlons of 1951 Census of Canada, Statistical. Data for
Round Table Discussion, the School of Soclal Work, University. of Toronta,
November 20 0 22, 1956 p. 8e
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»Among~private:investigations, aﬁ,example is the study of‘the‘

Chrysler Corporation of Canada which inolﬁdes a population projee#ion'qu“~

1971 of 19 million.}) This estimate indioates an annual average increase

of 1.4d.per cenf»(compeund)‘

One way of ch0031ng an approprlate rate of populatlon growth is
to examine past rates of growth and to consider some of the faotors that
mey be 1nf1uene;ng the expeneipn of Canada'e population over theAnext few

decades. .

Table‘S provides such informafion for various phaeee of the period.

© 1900 %o 1953, Three annual aVerage rates of p0pu1at10n growth are of partl—

oulef>ihterest: a rate of slow growth, from 1929 to. 1953, 1 52 per cent

. {compound), and a rate of rapld growth, from»1945 to 1953, 2.23 -per eentr

‘ihe.long~term rate of populatioh growth from 1900 to 1953 is represented'

by an intermediate rate; 1.92 per cenﬁ, The estimates by'varieus sources

mentioned above appear to_fa11<within this range, except Chrysler Corpora- -

tion and the higher of"ﬁhe twe‘Dominioﬁ Bureau of Statistios projections

' whloh ars somewhat below or above the range from 1 52 to 2, 25.

Looklng ahead to 1975, some varlatlons in- the rate of populetion

. growth must be expected.. Here are- some reasons- .

(1) Birth Rate. Ganada‘s birth rate is currently mueh hlgher

.than it used to be before: the war. ThlS trend may oontinue, though a

temporary decllne in the birth rahe appears to be in the offlng some time

durlng‘the_next decade{; The main reason’ 1s_that the blrth,rate ln the

'thirties wes eomparaﬁively.lew; and this will affect the numbet of'pefSOnsf

reachlng marrlageable age in the 1atter part of the 'flfties and in the

first half of the '81xt1es. On the other hand, the much hlgher birth -rate

: durlng the war and . post—war perlod is llkely to contlnue to oontribute to
& substantial increase in the petentlal number of persons ready te get

married in the seoond half of the 131xties and in the early *seventles. o

Changes in marrlage rates 1n turn will affect “the birth rate in- the years‘

follow1ng marrlage.

(1) Address by Mr. E.C. Row, Pre31dent and General Manager, Chrysler
Oorporatlon of Canada, lexted, Wlndsor, Ontarlo, November 23, 1953, p. 4, '
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1963 DOLLARS PER MAN-YEAR, CANADA, SELECTED
PERIODS, ACTUAL AND ASSUMED, 1900 - 1975.

o ‘ S ]| Real Gross National -
- Item Population Product in Constant
: ' Dollars per Man-Year
Per cent o
Annual Compound Rate of Increase - T
. 1900-1953(1) 1.92 1,47
1929-1953( 1 1.52 2.03
1945-1953(1 2.23 2.94
1 1956%-1975 1,91 2.00
‘ : T 000 $
Total Number - - T -
1953 | 14,781 4,561
1975 - Rapid Rate(Z) 23,996 8,449
Slow Rate(d) : 20,615 - 6,288
_Assumed Rate(4) 22,395 7,051
: - Per cent
Total Increase - o )
1953-1975 - Rapld Rate(z) 62 85
Slow Rate(3) 40 - 38
Assuned Rate(4 52 55

Source: Estimates of populatlon increase from. 1900-1953 and of Gross
Netional Product for 1929 to 1953 from Dominion Bureau of
Statistics; estimate of Gross National Product for 1900 is
preliminary and is from "Canada's Bconomic ‘Development, 1867-
1952", by O.J. Firestone, paper prepared for the Third Con- -
ference of the International Association for Research in

Income and Wealth, Castelgandolfo, near Rome, Italy,

September 1-6, 1953.

(1) Excluding Nveoundland,

(2) 1945-1963 rate of increase.
(3) 1929-1953 rate of increase.
(4) 1953-1975 rate (see text).
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(2) Death Rate, The Cenadien death rate hes been doclining fa‘irly

steadlly in non-war perlods, and assumlng no thlrd ‘world war, this trend 18

' llkely to oontlnue. Tmm reasons are: greater med10a1 advances and 1mprove-

ment in nutrltlon and living standards.“

| (5).Immigration.~ Immlgration 1nto Canada has varled between 64,000
and 194,000 1n the post-war perlod the highest absolute levels except for
8 feW'years in the pre-Wbrld Wer I perlod. The buoyancy of the Canadian

economy made it fea51b1e to absorb this number of immlgrants falrly readily.

In the pest the level-of umnlgratlon has varled W1th the level of prosperlty

'enjoyed in the oountry. Thus. 1mm1grat10n wes at 8 hlgh rate when the economy

was expandlng rapldly and at a low rate when the economy was expandlng

‘slowly or contracting. Slnce at one tlme a slowing down and at another time

& speeding up of the rate of growth of the Canadien eoonomy is expected if .
the population pattern suggested above materlallzes the 1eve1 of 1mm1grat10n
mey also fluotuate.. | | | |

(4) Emigration, _Emigreﬁion from Canaee}varied‘betneen 39;0001and

78,000 in the post-war period, or between 0.3 and 0.6 per-cent'of the

Cenadian population totals As the Canadian econcmy»continues 4o expand,

- the opportunities»for most Canadiene to do well»in their own oountfy are

likely to inoreese. Barring & serious depreesion,'emigrafion.ie not'likely,
to be much dutside the percentage range: indloated abOVe in the foreseeableo
future.

To allow for the varying fecﬁere detenmining the rate of growth

 oft the Canadian population, the following assumptions are made here: .

1654 and 1955 - oonﬁinuing.napid'rate of expansion;‘
1966 fo 196$n- siow rate of\expansion.. -
1966 to 1975 - resumption endfcontinuanion ofjrepid_
rate of ekpansion. |
The delineation in terms of yeers of a,ohange -over frem rapid"i

\

to-slow growth and then back to rapld growth is completely arbltrary.

‘ Chenges in- the rates of growth may occur sooner or later than indlcatedn

above. They areeassumedAhereAselely as a meens of }11ustrat1ng,that
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Canadians should not expect théir~eoonomy and their market té gfow at an
even rate over the next two decades Or S0

A comblnatlon of the varying rates of populatlon growth suggests
en annual average rate of 1.91 per cent (compound) for the period 1953 to
1975q This rate is almost_idéntical to the long-term rate of growth qf~
Canadais population, from 1900 to 19863, which amounts“td 1.92 per cent
(compound); 0f course, in absolute terms the population increase would be
.much greatef becguse Canada's population now is‘thfeejtimes what it was at
the beginning of the century. |

The Canadian populat1on numbered 14,781,000 at mid- 1955 with the
15 milliﬁn merk being passed by the end of the year. Dependlng on the rate
. of growth assumed, Canade may havg a ﬁopulation»in 1976 varying bgtwaen
2046 million and 24 million. On the basis of the intermediate rgte of
" growth assumed in this stﬁdy, Canada's population in i975 mey be close to
22%-million (see Table 3). To put this projec£i§n inAterms of family units,
in mid-1955 there Werels 477,000 femilies in Canéda, end it seems reasonable
to expect that the number will approximate 5, 500 000 by 1975. Tﬁe'age com~
p031t10n of the 1975 population may be featured by a slight 1ncrease in the
relative size of the younger and older groups, that is, the under 20 and the
60 and over groups.(l)

Factors APfecting Output

Canadlan Labour Force and Employment. Canada's labour force(z)

has at times grown more rapidly than populatlon, at other tlmes less rapldly.
For example, in 1900 the ‘labour force was_estimated~to comprise 34,7 per cent
of Canada's population. In 1929 the prbﬁortiOQZWas up Fo 39.3 per cent, and
wﬁen World War II endéd in 1945 the ratio was as high as 43.2 per cent.

Since then there has been -same decline in the proportion as many younger>v
people.went back to school or university, Oiéer personé went‘into retire-

ment, and a,number_pf'ﬁarried women returned to their household. duties.

(1) For supportlng evidence as to age composition of the Canadlan popule~-
tion, see Social Implications of the 1951 Census of Canada (p. 8), vhich
oonteins an estimate of age distribution in 1971,

(2) The labour force is composed of persons in eivilian employment end in
‘the armed forces and those without -jobs and seeking work e
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Thé lgbour fofce comprised 38.5 per cenﬁ of\toﬁal populaﬁion.at_mid;lgso,
Just before the war broke out in Korea.- Notwitﬁstanding thevincfeaéing
pressures for manpower resources that folibwed the expanding defence |
preparedness program; the labour force‘in relation to population declined,
-readhing‘$7.4'per cent in mid-1952 and then going down further, to 36.3 in
mid-1954.

The main reasonvfor.the increese in the relative size bf thé
laboﬁr force in the firét half of the dentury 1'£heré have Eeen'tampdrary<
intefruptions in this upward climb of the rati&,tas Table 4 shows - wﬁs the
increased availability of and impréved.oppbrtunifies fof married women to
work outside their households; .Increased chhaﬁization of the hoﬁsehold,
the extension of school age for children, gdsie& shbpping facilities and '
greater concentration of families in urBan argaé;has méde if poséible for
‘many more married women to seek employment.lﬂmdfe favourable attitudeg on
the part of management\to marf;ed womeﬁ~wbrkers and highef pay scéles made
it both attractive and possiblé~for mény'married wamen to.find jobse .

Looking ahead, the question is, wiil.the Qécliné in.the raﬁio of
laboﬁr force to ?dpulation indicated for the post-World War II‘beriod'conj-
Utinue on in the next two decades or so, or might it_be,reverSQd. The
assumption made here is fhat such a reversal is likely to take piace‘as the
long=~term frend observed iﬁ the pre-war period reasserts itself. preVer,

" only & modest change in the rétio itself is asgumed‘for 1976, 38.5 per cent,
reflecting about the situation in 1950, below the ratios indicated for 1929
and 1939 but somewhat above the ratio for 1954,

The thinking behind this assumption is that marrigd WOmen, parti-

"cularly ﬁhose in theirbthifties, fdrties and fifﬁies, Will continﬁe to seek

work in large numbers, partly because they can simplify or delegéte their

‘ "~ household duties, pertly because the added income may meke possible a

notable improvement in the standard of living Qf tﬁe families‘concerﬁed.
 As long as husban@s in low income brackets and in some medium income
brackets ere able to lddk after the necéssities of life, the additioﬁ of
income of‘a wife tends to make it possible to'increase consumer capitai

outlays, e«ge, on homes, housshold applianbes,_furniture and motor cars,
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TABLE 4. - LABOUR FORCE AS A PER CENT OF THE POPULATION, CANADA,
ACTUAL FOR SELECTED YBARS, 1900-1955 -AND ASSUMED 1975,

. " ‘ ‘| Labour Force _

Year. ) Population Labour Force | as & Per cent
- Thous. Thous. | .of Population .

1900 5,356 1,861 : 34.7
1910 , 7,116 2,801 - 39.7
1920 - 8,691 3,279 - | 37.7
1929 : 10,016 | 3,934 ©39.3
1939 _ 11,287 .. 4,807 40.9
1945 12,072 5,219 . 43,20
1950 . 13,712 © 5,278 . |} . 38,5 S
1962 - |- 14,430 5,401 | . 7.4 - : ‘
1953 . 14,781 © 5,487 : 37,1
1954 © 15,195 5,504 B T 3643
1975(1) 22,395 8,622 - 3845

Source: BEstimates of population 1900-1953 eand of labour force

. . 1939-1953 from Dominion Bureau of Statistics; estimates
of labour force 1900-1929 ere preliminary and are from

- "Canade's Economic Development, 1867-1952," by O.d.
Firestone, paper prepared for the Third Conference of

 the Internsationsl Associstion for Research in Income
end Weslth, Castelgandolfo, near- Rome, Italy, Sep-

" ‘tember 1-6, 1953. . _ o

an

(1) Assumed.

: TABLE 5. - GROSS NATIONAL PRODUCT CANADA,
' ACTUAL 1953 AND ASSUMED 1975

Year o P $ Billions.
1953 : - S C o T 24,37
1975 - Repid Rate of Population Growth - - 1. 61,5
1975 - Slow Rate of Population Growth _ . N N - T
1975 - Assumed Rate of Population. Growth ) : 575
Total Increase 1953-1975 for: o Per cent
(a) Gross National Product Based on Rapmd Rate of : :
Population Growth . ‘ 153
(b) Gross National Product Based on Slow Rate of ' _
Population Growth - \ 120 | .
(e¢) Gross National Product Based on Assumed Rate of ; ' :
Population Growth A : oy 18

Annual Average Compound Rate of Increase 1953-1975 fors
© (a) Oross National Product Based on Repid Rate of S
Population Growth S 4.31

"\
(b) Gross Nationel Product Based on SlOW'Rate of B
Population Growth S E 3.65.
(c) Gross National Product Based on Assumed Rate of S
Population Growth . : A : '3.99

- Actual Annuel Average Compound Rate of InoreaSe of Gross
National Product: o - _ A '
() 1900-1953 B S ‘ 3462 -

(b) 1929-1953 : - o . : 3,47 -
(¢) 1945-1953 : o o ~ . 3,34

Source: Bstimate of CGross National Product for 1929~ 1953, Natlonal Accounts,
L ‘Dominion Bureasu of Statistics; estimate of Gross Natlonal Produet
for 1900 is preliminary and is from "Cenada's Economic. Development,
1867-1952", by 0.J. Firestone, paper prepared for the Third Confer-
. ence of the International Association for Research in ‘Income and
Weelth, Castelgandolfo, near Rome, Italy, September 1-6, 1953.
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as well as to devote greater.ameunts to. the amenitiee of-life>and to
heconomic seourihy; from holideys,to lifeiinsurenCe;

“Another_faoter would be the increeSingly more favourable'etuitude“
.of'nanagement towards'work Afull or perteﬁime,’of elderiy-peOpIe; ,-

There are, however, other trends which work in the opp031te '
- direction. One is the trend toward a hlgher sohool leaving age as the N
everage level of eduoatlonal achlevement rlses. Other exmnples are a hlgh
birth rate which reduces the proportlon of those of working age in the popu~ ~
latlon at a given tzme, and in certaln perlods a hlgh marrlege rate Whloh
“induces a number of younger wohen to»leeve the labour_foroe, s ome forugoodt
others'temporerily. ~ 1" B ~'r< :‘f _ ."oi

’These two trends.uoving in opposite_direCtione ere likely to.
ceneel'each other out to&e lerge extent, with‘the-essumphienlheing nade here
that there'might be & moderate increese in the ratio of -labour force ‘to
. population by 1975 from the oomperatively low levels indioeted for 1954."
| The degree to which the labour force whloh Canada nay have in ;
1975 w1ll be employed is gulded by the assumptlon, ‘mede prev1ously, that
economic activity w111 be at "high levelst" To conform to this concept -
. nnehpioyment would heveiho’be within a rangevof_z to,S‘per cent of the
- labour foroe; | | - | | |

Oon the basisvbf hhe-ebbve3essumptions,’Canade's labour*force ney
'reaoh 8;622,000'1n 1975 wihh 8,326,00§'persons employed and\SOZ,OQO persons f.f
unemployed (assuming:a midepoint of?S% per‘oent of the labour:foroe as
belng unemployed) |

Hours Wbrked Per Week and - Output Per Men Hour.. Hours WOrked per

week in Canadlan 1ndustr1es ‘as a whole in 1955 averaged between “4) and 45.
Wege earners in manufaoturing industries everaged 41.3 hours per-week.-
A-rough>estimete for 1906 eugéeetsjan aueregeeworking week;ih»mannfacturing
of 56,7 hours; The'longwherm oeoline amounts'ho an.annuel a#erege of

0.6 per cent (compound) in- menufeoturlng 1ndustries. Informatlon on hours
‘worked per week. for the economy as & whole is not aVailable for the pre-

World Wer II perlod. Pertial~informetion suggests a felrly conslstent‘

’trend towards a shorter worklng Week, 1nterrupted at tlmes by such
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emergencies as a world war or é severs depression'és was experiencéd in -
Canada in the 1930's. It is assumed in this study fhat the frend %bwards~
4 shorter working week;will’confinue &uﬁing the next tﬁo décadeé or so‘
though. it may beisiowed down or interrupted-intermitteﬁtly} Combined with .
the decline in hours worked per week, somé ééntiﬁﬁatipn o? the historical
tfend of a decline in the number of days worked péf yéar can be expeéted,

as the principle of the Annuai ?acation pefiod wﬁicﬁ'hés‘becﬁme'ggnerally;
acoepted throughout the economy is still fﬁrthér applied.

The computation of outpﬁt.psrAman hour date depends on the avail-
-ability of'éstiﬁates of averdgé numbers df hoﬁrs workéd pef week and per
yéar, and the value of the.gross natiénal.produCt for a year. Estimetes of
output per maﬁ hour are feAsible,for ﬁore recent yeafs ﬁut not poésible at
present for earlier periods of Cenadian ecbhoﬁip histbry bedaﬁse of‘inadequaté
man~hour data for the economy as a whole. What écanty daté are available
indicatg that in very rough term8~outpuf péf'mah hqﬁr-in Canada has risen by
about 2 per cent'pgr annum'(campouhd) over the last h?if century. - Allowing,
say, about half a per cent for a reductién ih'fhé avérage numﬁer of man hours
worked per year, this would leave about 1% per ceﬁt representing the increase -
in output per man year in real terms. (This figure:is>;ery close td‘fhe raté»
.Qf increase of‘1.47Apf output per man year for theVCénadian econamy as a
‘whole in the period 1900 to 1953 asrshown‘in Table-SQ)‘ |
" The assumption made in- this study is that output per man hour

will continue to rise over the long term, but that this increase w111 in

part be offset by a decline in the number of hours worked per week and year.,
The question therefore arises, what annual average rate of inéreaée in

output per man year shéuld b§~aésumed to aliow for théée two treﬁdé.moving

in opposite directions. Téble 3 shOWS'thfee rates in the~incre§sé of" out~
put ber man year: a rafid groﬁth rate éf é 94fpef éent-per aﬁnum (cbmpound)'
for the period 1945 to 1955, a slow rate of growth of 1.47 per cent (1900—
1955), and an intermediate rate of 2 03 per cent (1929-1953). :

For the period 1953 to 1975, an 1nterm9d1ate rate of improvement
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in output‘per'man year of approximéteiy 2 per cent has been chosen.(1)
Pressure of demand may be a little_less strong on thé.avéragq over the.ﬁéxt 
two decades fhan it has been in the iﬁﬁediate post~World War II period and
the Korean war periédf'~0n the other hand, the éhift from 10& produdtivity
to high productivity industries (e;g,; from textile.to chemicel industries)
end industrial divérsification is expected to continue. .These two factors
among others are 11kely to be respons1ble for m more rapid increase in out-
put per man year in the second half of the 20th century, as compared W1th
the first half of the century as a whole..,It must be,remembered that in the-
sarlier part of this qenﬁuryvthe ?ahadian economy was dependent to é mére

important'extent on primary industries for its livelihood than on secondary

. industries, but that the situation is now reversed.

. Gross National Product in 1975. The five economic veriables

affecting the size of the gross hationgl product in 1975 may now be re-
stated as follows:

(1) Population may grow at en annual average rate between'l.52 and

-2.23 per cent (compound), with an assumed intermediate rate of 1,91 per cent.

(2) Of the total Canadian population, 38.5 per cent may'be‘in the -
labour force.

(3) Of the total labour force, 96% per.cent may be employed and

&% per cent unemployed on an aﬁérage during that yeaf;

(4) and (5) Héufs workedrper week méy'céﬁtinﬁe to decline, and
output per man hour contmnue to rlse, 1nvolv1ng an annual average rate of
increase of real output per man year of about 2 per cent.

On the basis of these assumptlons, gross natlonal product in 1975
may vary between %55 billion and $62 billion in 1955 dollars. Assuming an
1ntermed1ate rate of populatlon growth, with other assumptlons remalnlng
unchanged,Aa gross national product of %58 blll;on in 1975 may be expected

. -

(1) This is the rate of increase.in outpuﬁ per man yeér in the private
sector. The mctual implicit rate of increase for gross national product
as a whole is just under 2 per cent (see footnote 1 on next page)
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in comparison with the 1953 figure of slightly more than $24 billion,(1)¢
an &ncrease of 137 per cent (see Table 5), The 1975 estiméte suggests av
gross national~product per capita of $2,578 in’1975 compared with 81,647 in
1953, amounting to ;n increase of 57 pér cent. A roughly equiwvalent per-
centage increase in gross national product or expenditure per family may bé
expected over the period. .Tﬂe markef analysis that follows is based then
-on the assumption that gross national product may feachﬂ$58 billion in 1975
(see Figure 1). | | | |
The estimates of gross national product in 1975 Qre-expressed in

constant terms; that is, in‘1953'dollars.. This is done to facilitate a
comparison of changes in the volume of output and to avoid meking assump-
tions about price changes which for a long period.ahead will hot belvefy
meaningful. The general observatién may, however, be permissible that
prices are likely to change in the 22-year period-considered;here. At times
prices may decline, at other times they may rise. On balance the -tendency
might be in the direction of a higher gehéra1~price lével. That aé least
has Been the Canédian experience during the 20th century so far. If that
experience were repeated, gross national product in 1975 in)durrent dollars
could be not?bly higher than is indicated by the figures mentioned above.

" In volume terms all the estimates of gross national product for
1975 suggest a better than doubling of ﬁhe nation's output. On the assump-
tion of slow economic growth - that is, growﬁh based upon a rate of popula-
tion increaéé of 1.52 per cent per annum.— the annual average rate of
increase of gross national product is 3.65 per cent (compound); on the
éssumption of rapid ecbnomic growth'— based upon a rate of population

increase of 2.23 per cent per annum - the rate is 4,31 per cent; and on

(1) In meking the above mentioned estimates of gross national produet in
1975, one refinement was used: gross private product, that is, the output
of the nation excluding earnings of persons in government service and in
the armed forces, was estimated separately from gross public product
representing the residual output, This was done to allow for the factor
that improvements in productivity occur primarily in the private sector

of the econany. There is the further consideration that whatever improve-
ments in productivity are occurring in the public sector, these have so
far proven very elusive of measurement, (For further details, see
Appendix attached to this chapter.) ~ » s
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the asSumption of an intermediate rate of economic growth - based upon a
rate of population increese>of_1;91 per'cent'per ennum - the rate is
3.99 per cent. During the post-war period the eannual increase in gross

netional product.in real terms veried between 1.33 ber cent (in 1947) and

6425 per cent (in 1950), with the annual average from 1945 to 1953 amounting

to 3.34 per cent (compound),
The intermediate ennual rate of increase of gross natippal product.
in real terms from 1953 to 1975 (3.99 per cent) is somewhet’greatef then .

either the rates indiceted for the period 1900 to 1953 (3.62 per cent) or

~ for the period 1929 to 1953 (8447 per cént)L In fact, between 1929 and 1953,

e period of 24 years, gross netional product rose by a total of 127 per cent
in volume terms, as against an increase of 137 per. cent suggested as possible

of achlevement over the next 22 years.

Why Canadisn Gross National Product May Rise More Rapldly in the Next
Quarter of a Century than in the Last .

‘The question arises: Is it realistic to assume that the.Canadien }
econamy and with it the Canadlan market ‘may expand nore rapldly 1n the near
to one quarter of a century hence than ;t has in the quarter cen?ury Just
passed? | |

Four factors which may be cited in Support of this_possibiiity are:

(1) Less Serious Disturbances Expected.. The last quartereof a

century encqmpasses the worst depreSS1on in- Canada’s hlstory - shared by

most nations - and this serious economic disturbance reterded 81gniflcant~e

ly for a time the long-term expension of the Cenedian economy and market.

The last 25 years also includeva period-of'Six years of1Wbr1d War II, and
this hes had the effedt on the one hand of a greet spurt to industrial
expansien and diversification but involved, on the other hand, the devotien
of a substantial pfoportion ofithe nation's energies to. military'purpeses.
The assumptlons on which the estimates fof the next close to quarter of. a
century have been based include: av01dance of a serlous depr5881on of the

type experienced in the 1930's though economic fluctuatlons gre_antleipated,

no recurrence of a world-wide and all-out militaryxconfliét making'possible .

the devotion of a greater proportiqn of the nation's>resources to civilien
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pursuits than was the case either during World War II or et the height of

the-Kofean War. Defence spending, though, is expected to involve highef"
absolute and relative outlays than wes cﬁstomary in Canada before World War IIé

(2) More Research and Scientific Work. Industrial research and

scientific work, inciuding market research, now piay a much greater part in
Canadian sconomic developﬁent than they have ever played before. This is"
likely to lead to a more effegtiveAutilization of reSéurces, and it could
become an important factor contributing to greater increases in the producf
tivity of fhe nations |

(3) More Ample Financial Resources.. The financial resources of - .

Canads have grown immensely, making thié‘country lgss‘dependent on thé\
inflow of foreign ca?italAin its future sconomic developmeht.‘=Néﬁerthgless;
the continuing discovery of high quality,reSources and the opporfunifiés in
an éxpahding domestic mérket for new industriés haé attracted and is likely
to attract increasing smounts of foreign capital for participation in Cana-
dien economic expansion. Foreign capital-liké‘domestic capital may be:
"attracted, however, at varying rates overyﬁhe next qgarter of avcenﬁury.‘
8till, few worthwhile and constructive projects are likely to be deferred‘
for any lengfh of time bécause of the lack of financial support. = Thus the
means of financing.Canadian economic and‘industrialxexpahsion_in the>future .
may turn out to be somewhat more ample than £hey have been in eariier

periods of Canadian development.

(4) Greater Experience and Confidenée. Canedian menagement has
grown in steture; the working man has acquired greater skills; the-farper
has made significént progress in mechanizihg his operatiohs;vcapital equip-
ment has become aveilable in larger quantities end in a quality which com-
pares well with the best availaeble in_thé highly industrialized countriess
governmehts have learned more ab@ut how to cope with problems of ecbnbmic
adjustment - though some éf the lessons learned still await & practic&l
tests and the Qanadian citizen generally has acquired & guiet though
determined sense Qf.confidence‘which holds promise for greater economig

achievements in the future,
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In making these four'poiﬁts of whytfhe Canadiﬁnveoonomy and with
it the Canadian market may:gr§W'moré fapidly:in thé\neit quarter of a cen%ury‘
" than in the lést, two fhings sh6u1d<be~remembered:f

| | (1) One or several of-the assumptioﬁs,made'above may ho£ materia-

lize. Thié may well heave the effect of slowﬁng doWn:materiaily Canada'é
long-term economic growth.‘ Sdéh'could.be the case, for example, if tﬁis".
coﬁntry experienced a éeries of crop fgilufes,‘sefioﬁs labour étrife; a;.
'breakd0wn in international trade, not to speak. of aﬁéther world waf.\

| (2) Canadians may nofAbe‘ablé in the yéar_1975 to make.reaéonably
fﬁll Qse‘of the country's resources in ;ine withthe requirementé_set'out
for én ec§nomy Opérating at "high levels," The path the ecoﬁomy takes
* throvgh 19:'}5 is not likely to be an upward trend without interruption.
Historical experience suggestélthat the road may not be sﬁootb in each and
every year, and 1975 goﬁld be one in which‘full utilization of.reéources is
not achieved. This would be the case, for examﬁle, if thereVWas a sidewise
moﬁement, fhat is, temporary discontinuance of'growth, in total output owing
to heavy and uﬁwarranted inventbry accunulation in an immediately preceding
period, br, to teke another example, if’therévwas a downturﬁ in‘invegtment
ekpenditure - uncompenséted for by increases>iﬁ the épending'of othgrf ‘ |
sectors - as a result of a\heavy buildéup in businéss plant and equipﬁehﬁ
~ in the first years of the decade of the 'seveﬁties. :Crop‘failures such as
were experiencéd in 1954 could réduce farm”incomé, and this might have the
offect of reduclng purchas1ng by the agrlcultural sector.

Should any of these situations develop, the size of the Can;dlan \
market v1suallzed for 1975 and illustrated quantitatively above would be
nothing but an indication of a pokeggigl market. The ggﬁggi_market may be

>considerably smaller, People w1thout work for any length of time make podr ‘
customers, and sales wiilvof nebesSihy be smaller‘than if the edbnOmy had:
been operating at beﬁween 95 and 98 per cent‘capacity, éssﬁmed\in this sfudy;

Pattern of. Canadlan Market in 1975

Assumlng that the gross n&tlonal product in 1975 may be of the
order of $58 billion (in 1953 dollars), what are S ome of the possible

ways in which that gross nafional produgt-may‘be distributed among varibus
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sectors reflecting the demand for final goods and'gervices? Or'to>put thé
question differently: What share of the ﬁarket may go to:the.fouf ma.jor
buyers of Cenada's oﬁtput:. cdnéumers, 5usiness, goverhmehté‘and foreign
résidents?' o i | o
$§bie 6 summarizes the divisioh gmoﬂg»ﬁajor components of»gross

national expenditure (equal tO‘gro;s national‘éroduct).as it.actudily did
take place in the yoars 1929, 1949, 1952 and 1953, Then in Table 7 four
different distribution patterns of gross national expendi%ure for 1975 are
shomn, described as high consumptlon pattern, hlgh investment pattern, high
government expenditure pattern and an . average" pattern. (1) In con51der1ng
the éstim&tes it should be remembered that the decade of‘the 'seventies may
see not merely‘oné_of these alternative‘market pétterns, but rather a chang-
ing distribution of expendiéures from yeaf‘to year showing possibhy resemf ;
_blance to each one of the four, | | | |

” . It will be recalled that 1929 was a yeoar in which Qconomic:acfi-
vity in Canade reached the highest level in the pre=-World War II period.
Two of the important factors contributing to the buoyahcy of the‘Canédian
economy in that year were a particﬁlarly‘high level of domestic investment
and of consumpfion. 1949 was a year in'which'sﬁpply‘and demand force§ were
more evenly balanced than at any fime in the preceding ten years of war and
post-war adjustment. Thus, infthat particular.year‘ﬁhé conéumer~was getting -
more value per dollar expended.thgn he'had héd fqr’a humber of years. in
1952 the éxpanding-defence program.folléwing_the outbréak of the ﬁar{in
Korea was getting into swing. . Thﬁs, a gregfer pfopoftion ofvﬁhe nation's
output went to the govermment sector, with a corrésponding~redﬁction of the
output going to consumers. With defenqéispendiﬁg fairly well stabilized
in 19583, it was investment which absorbed a gréatér proportion of the |

nation's 6utput, as the resources.devalopméntAprogram continued at a high

(1) The above distribution patterns are developed somewhat along the
lines of the various models of hypothetical national budgets for the-
year 1960 shown by Gerhard Colm in his study, The American Economy in
1960, National Planning Association, Washlngton, December, 1952 (see
' partlcularly chapters III and IV). :




TABLE 6.

- CANADIAN WARKET PATTERNS, SELECTED YEARS, 1929-1953.

Item

Personal Consumer Expenditure
Gross Domestic Investment
Residential Construction
Non-Residential Construction
New Mechinery end Equipment
Change in Inventories
Government Expenditure on Goods and Services
Net Foreign Balance

Residual Error -

Gross National Expenditure

1929 1946 1952 - 1953
& Mill. | Per cent(1)] # 1i11. ] Per cent | % Mill.| Per cent | £ Mill. | Per cent
4,393 71.2 110,963 66.6 14,403 62.1 15,165 62.3
1,391 22.6 3,199 15.4 4,497 19.4 5,281 21.7
247 742 786 1,061
486 - 903 1,554 1,726
597 1,323 1,916 . 1,922
61 231 241 572
682 11.1 2,128 12.9 2,204 | 18.2 | 4,408 18.1
- 313 - 5.1 174 1.1 173 7 - 440 - 1,8
13 .2 -2 - 92 - .4 - 64 4 - ,3
6,166 | 100.0 16,462 100.0 23,185 | 100.0 }24,345 | 100.0

- 911 -

Source: National Accounts, Dominion Bureau of Statistics.

(1) In 1953 dollars, the percentage distribution in 1929 is as follows:
gross demestic investment 26.6, govermment expenditure on goods and services 11.9, net foreign balance ~5.3,

and residual error .2.

s

personal consumer expenditure 66.6,
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level and many industriel and commercial projects, which had been defefned
in earlier years, went shead in fhat year. |

As the date in Table 6 show, there may be. tlmes when the consumers'
role increases at the expense of business and governments.: Then there are
other tlmes when the two last mentloned groups may be maklng greater demands
on the natlon's output. 'In that case the consumer has to be satisf1ed-w1th
& smaller share of the pientnough‘it may mean e bigger piece, since the pie
as & whole may be larger.

As to the share of forelgn re81dents in Ceneda's natlonal output,
this is a special story and it is dealt with separately later on. -In the
four-market>patterns shown in Teble 7, exports of goods-and services and
imports of goods and services are assumed to be in balance. |

. Since the make-up‘of the Canedian marketvhas varied a greaﬁ deal
in the past, there are good reasons to sunpose'tnat it may_again Varj in ﬂ
the future; The four patterns chosen are illuetfations of what the mafkef
may be like under different:circumstances. The following’sectionS‘desorihe
the different“market pattefnecend explain the situation in whicn_ench
patterns could materialize, with more detalled informatlon on methods of -
meking the estimates shown in an appendlx at the end of this chapter.

Very briefly, the method employed was to apply past relationships

emong the major economio'sectors to the grose~nationa1 product eetimated>

for 1975 on the basis of the assumptlon mentioned earller, to arrlve at the»
"average" market pattern for that year. Some adgustments were made o past
relatlonshlps where thls appeared to. be 1nd1cated to allow for such factors
as changes in consumer habits and preferences, a possible speed-up_ln techno-
logical decelopments, and the growing compiekityfinvolved in the production.’
of new commodltles requiring greater capltal per unit’ of output, and ‘some
relative diminution in- defence spending in line w1th the assumptlon of a'
lessening in 1nternatlona1 tens1on over the long pull. Having establlshed

what appeared to be a reasonable "average" market pattern for 1975, several f

deviations were then worked out to reflect some p0531b1e alternatlve uses

of the nation's output.in a basically private enterprise'economy{ .




BN

High Consumption'Pattern. One’ way of reaohlng a hlgh level of

‘economlc act1v1ty accompanled by buoyant market condltlons in Canada would
“be to ant101pate a notable increase 1n'11v1ng standards 1n_th1s=country over
the nekt quarter'of_a century. To achleve a high consumption eoonomydwould‘p
in fact requireia signlficantly'more‘rapid increase in'liuins standards.inb
the future than has beenwthe‘case over the'lastbseveral decades; |

In the. high consumptxon pattern shown 1n Table 7, personal con-
sumer expendltures are assumed to represent about 69 per cent of total gross:
natlonal expendlture. Thls would 1nvolve 8 total consumer outlay of about

‘$39 billion in 1975 es compared with $15.1 bllllon in 1955. To achleve such‘

e high level of consumer Spendlng wOuld requlre an improvement in the average '

annual-rate of consumer expendztures per capita of 2 50 per cent (compound) E
from 1853 to 1975. This. compares with an assumed rate of 1ncrease in the
average" pattern of 2. 23 per ‘cent, and of 1 51 and 1. 91 per cent reSpec—
-tlvely in the actual - rates over the periods 1529 to 1955 end 1945 to 1963,
| The: questlon arlses, what are some of the c1rcumstances under
which such a rapld rete of 1mprovement ln the real standard of llVlng of
Canedians might oceur. - Some factors that mlght contrlbute to it would
1nclude the creatlon of & very exten31ve productlve oapaclty in' the country
which could only be used 1feconsumers‘ra1sed their outlays, 1nvestment-or
exports increased substantially, or government spending took up sonevofvthe‘
pslack, or e comblnatlon of these factors. To make it p0351ble for: consumers
- to teke up as large 3 prOportlon of . the gross national product in 1975 as 1s
1ndicated in the hlgh consumption pattern mlght requlre some change 1n |
savings hablts - sav1ng less and spending more - supported by apprOprlate
:i~f1scal and monetary p01101es ‘conducive to hlgher consumer’Spendlng, e.g;;r
reduction in sales and excise tares. New products,'favourable price-income-
relations; and éenerally more effective marketing techniques wouldlbe‘other
- factors inducing.consumers to spend more_on:goodsAand servigces.
| In someireSpects a high consumption'economy ln 1975. would reflect.
:tne conditions of 1929. As Table 6 shows, consumer expendltures in that
. year amounted to about 71 per cent. end 1nvestment expendlture to ‘about

v

23-per cent of gross natlonallexpend;ture, whlle'government expendlture
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amounted to only 11 per cent. Both consumer-and investment expenditures
were high relative %o government outlay. L

ngh Investment Pattern. It is feasible to v1sua11ze that g more

substantial than usual proportion of the gross natlonal product “could be
.deVOted.to investment in 1975, In a high 1nvestment economy, again typified
bp 192?, capital expenditures may comprise as much as 23 per cent of the ~.
nation's output.r If such a ratio were‘to<be1reacbed;rthis uould inuolve an.
increase in intestment from ee.e»billion_ih 1953_£obabout $13 billion {n 1975..
The bulk of th1s 1nvestment would be nade'up.of;construction expenditures

' both residential and other, and purchases of machinery and equipment. io
reach such a level of lnvestment,‘capltal expendltures would have ‘o rise

at an annual average rate of* 41 27 per cent (compound) between 1953 and 1975.

rAgain, this is a much higher rate then that indicated for an economy w1th

]

an "average" pattern, 1nvolv1ng an annual average rate of increase of

- 3.37 per cent, or the actual rate indicated for the perlod 1929 to 1953 -
2433 per. cent. It is, however,(substantially below the rate of indrease
1ndicated for 1945 to 1953, 11.96 per cent. | o
A high 1nvestment economy represents another poss1ble distribution
~ of the nation's output, but there must be good reasons for the devotion of -
such a bigh_proportion to’capital spending. For in appredominantly free
enterprise economy large private capital expenditures_are made; mainly if
there is need-for additionalAcapacity and the investnent is.profitable.v
In & way, then, 0 high investment economy in 1975 implies the expectation
. of business for»increased demand for itsAproducts.from consuners; other
businessmen, governments or foreign residents!-> | |
Some,factorslthat might cpntribute-to;avhigh investnent econamy
~have already been mentioned~. an increase in the rate.of capital require--
ments per worker and per unit of output as the production process’ becomes.
'”more complex and in response to changes in the industrial structure. The
'latter might involve a further shlftxfrom low capital-using_1ndustries-to.
high'capital-using industries.‘ | o
| Grouing World uenand for Cenadien basic raW'materials may.leadA

to enother spurt to resourceS‘development in the 1970's similar to the
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experience of the early11950;s; The large number of youngcpeopie enpected:
.to reaoh marriageable age in the second half of the:iQGO's andAin the _ \
first half of the 1970'8 is llkely to be an 1mportant factor in contrlbut-
ing to a hou51ng and urban development boom at that tlme. Should the 1nter-
national s1tuatlon worsen even though 1t may not lead to all ourt war,.
substantial expans1on in 1ndustr1a1 capaclty Serv1ng military preparedness
may again beeome necessary.vwv | - | | |
Whlle 1t does not. appear llkely that these various factors will -

all materiallze at one t;me, the exlstenee~of one or'several of these
‘factors would.tend to eneoorage Canadians to make larger:capital expendi—'v”
tures in relation to their nat10nal output than 1n other years. |

| The - ratlo of investment to gross national product V1suallzed for

a high investment economy in 1975 would not be very much dlfferent from

Canada's experlence in both 1929 and 1953 (see Table 6)

ngh Government Expendlture Pattern. The maln reason for Justlfy-

ing the assumption of a high‘government expendlture pattern reconcilable.
with the preservat;on of a predomlnantly prlvate enterprlse economy in
) Canada would be an increase 1n cold war pressures, posslbly accompanied by
military confllcts_ln partlcnlar areaS~but_not war on‘a Worldﬁwade scale;
In such an international eituation Canada,.together with the'other free -
natlons, mlght step. up. her defence efforts beyond what had been necessary,
and this would lead to 1ncreased government outlay. |

If in a high government expendlture ‘sconomy total publlc spending
reached 32 per cent of gross national produet, a8 1nd1cated in Table 7, thls.
might have the effect of redu01ng both the level of consumer spendlng as
well as investment outlay. There is;-however, the other consideratlon that
a rapidly growing.defence program could also necessitate the creation of
'addltlonal capac1ty. The latter 1n turn might lead to an increase in
capltal spendlng, and a r1s1ng proportlon of 1nvestment to gross natiOnal
‘product, as was the experience of Canada in the flrst few years follownng
-the outbreak of +the war in Korea;

If a - greater defence effort were requlred in Canada 1n 1975 than -

is the case in the post-Korean period,‘the~proportion ind;cated above is in



-2l -

‘line with the assumption of an intensdfioation of the~oold‘nara‘ Stlll, 1t
would rema1n substantlally below the proportlon that would be requlred in.
case of an all-out military oonfllct. In 1943, for example, 38 per_centnof
" gross national'expenditure represented government outlay, of'whlonVSZ-per oent ’
was for military expenditurest_ ln 1962 and 1953,:government~expenditures‘ :
comprised about 18 per ‘cent of gross national‘expenditure; of“wnich.oetmeen »v
-7 and 8 per cent were for natlonal defenoe.’ - » | B
A high government expenditure economy is the only pattern, of the
. four dlsoussed in this: sectlon, whlch presupposes an 1norease in aggregate
'taxatlon levels above those in ex1stenoe in 1955. On tnepother hand, s ome
reduction in taxatlon levels 1s.reoonc11able with a hign level of eoonomie
.activity reaohed via 8, high oonsumptionumarket pattern; a high.investment
. market pattern,. or an "average market pattern.A Tne'assumption, of course;
is that in any event government economic policies” would be formulated in
such a way_as to‘oreate_a-favourable eoonomle cllmate, conduo;ve to encourag-
) ing consumers to increase their expenditures and sthnulating businesskto A
1nten31fy its efforts to develop Canade’'s natural resources, and to bulld
up secondary industries and oommerolalrfacllltles.’ It should also be remem-
bered that in a'growlng eoonomy government receipts_may te ;noreasing even_
though there may be some reduction in the~rate:o£ tanation.r Such increases .
~in government reoeipts may,in turn make ltkpossible for governments toA
acceds to the country s grow1ng demand for. publlo serv1oes of a. 01v111an type.

"Average" Pattern. That pattern any market analyst wants o assume.

for lé?Sﬁwill depend:on the purpose of meking the_projeotlons as“well_as on
the-relative importance'he mey attach,to the various eoonomio'forces tnat
eppear to be Shaping danada's‘future eoonomyr _ » |

If one wented to ellow for tnevfaot that none or only few of the "{1"
nore extreme assumptions may materialize, then‘onevcould visualize 8 meke—uP 5'
of the Canadian market of the kindpillustrated in Tabie'v and Figuro 2 under

the heading “average" pattern. In this pattern consumer expendltures com-

' ,prise about 65 per cent of gross national expenditure, less than they did

in suoh years as 1929 and 1949 but more than they dld in 1952 and 1953.

On the ba31s of this ratlo, sonsumer spendlng ney reach $37 bllllon in 1975



TABLE 7. - FOUR PATTERNS OF THE CANADIAN MARKET IN 1975

{(Estimates in Billions of 1953 Dollars)’

(a) - (B) (e) (a)
. High Consumption High Investment High Government "Average" Pattern
Ttem - | Per cent . | | Per cent - Per cent Per cent
fmount | Distribution | Amount |Distribution |Amount |Distribution |Amount |Distribution
Personal Consumer Expenditure 39.5 68,7 - 35,8 62.3 35.7' 62.1 373 »64.9
Gross Domestic Investment 9.6 16.7 | 13.3 23,1 9.0 15.6 ] 11.0 19.1
' Residential Construction. 1.8 2.2 ’ 1.8 . 1.8
Non-Residential Construction 3.0 4.5 2.9 3.7
Machinery and Equipment | 4,1 5.9 5.6 4.8
Change in- Inventories .7 o7 T o7
Governmenﬁ Expenditure on Goods and : . . S o ' S T B
. -Services ' : R 8.4 1‘4.6 h 8.4 . 14,6 12.8 22.3 942 © 1640
Net Foreign. Balance - - - - - - - -
_Gross National Expenditure 5745 100,0 575 1100.0 57.5 100.0 | 57.5 1100.0

- 221 -



. 30

FIGURE 2 — MARKET PATTERNS, CANADA
' ACTUAL 1929 AND [953 AND ASSUMED 1975

" BECAUSE THE NET FOREIGN BALANCE WAS NEGATIVE

ASSUMED MARKET PATTERNS

THESE THREE COMPONENTS ADD UP TO MORE THAN 100 PER CENT -
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'(1n 1953 prlces) as compared with $15 l bllllon in 1953, It'wonld stillj
1nv01ve a more rapld rate of increase in consumer expendltures per caplta
(2525‘per cent, compound) then in the 1929—1953.period (1,51 per cent)»ando n:
in the 1945-1953 period;(l.Ql per cent). - Such_a.rate of inorease,\as has
been'suggested, is feesible‘of.realizetion“given,a continued~rise\in reai
incomes, 1ittie change in savings nabits,,ano a growing désirevto inprore*
living standards. | | : |

Canadian Economy - by Sectors

Changing Consumer Market. It is not possible in the narrow compass

of this. chapter to deal in'any detail with the chsnges in<composition of the
' consumer market} However, 1t appears from- observ&tlon of past trends that
tcertaln types of consumer expendltures are growing much more rapldly than
other types. Table 9, for example, shows that. out of eight major types of
expendltures by consumers, two rose more rapldly in real terms then consumer
outlay as a whole, whlle the remaining six rose_less rapldly. Transportatlon
expenditnres, mainly beceuse of the growing importence ettached to ownlng

and operating motor cars, greW'most rapldly between 1929 and 1963. :Enpendi~
:tures on tobacco and alcohollc beverages showed the second most important
growth. Bxpendltures on- personal medical and dental care, 1nclud1ng death~
expenses, more than doubled over this perlod. There are also 1mportant

~ dlfferences in the rate of growth of consumer spendlng w1th1n the maJor
groups. For example, meat consumptlon-rose more rapldly than outlay-on

other foods. Expendltures on household appllances reflecting the desire of
lessenlng manual labour in the home, rose more rapldly than expendltures on
furnlture and on other household Operatlons.< As suggested earller, the

trend towards further mechanlzatlon of the household and the deslre for
wgreater provision'of‘serviceS'and‘economio security-are likely.to continue;i‘
Even though expendltures on some’ consumer items such as food, clothlng and

f shelter mey not rise as rapldly as expendltures on other consumer goods andt

~ services, éven a somewhat slower rate of growth may represent substantlallye:-'
lerger markets for these items’ in Canada than has been ‘the case 1n the past.
The importent polnt to~remember is that in a growlng economy<and in an
expanding_market.the oemand increases for-virtusily‘all‘typcs of comnoditieS"

i
Lo
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except those that-beeome obsolete;' Generally, the_tendenoy of the composi-’
tion of “the Canadian merket to chenge,-observed oter'the last helf oentur&?
fiS'likely to.oontinue; VThe‘indioetions ere that over the;long run Cenadians
will increase their Spending for durable.goods‘(motor.cars, household appli=-
ances, etc.) and for services (medical, dental, personal care, etc.) somewhet
- more rapidly then for some of the baslo neoessltles of 11fe (food, clothlng,

' StC-)-

Capitel‘Investment;. In»this average market nattern,.investment.'
?outleytmay comprise 19 nerecent;of'gross.national.expenditure.vKThisemould'
\involﬁe,an inoreasedin gross'domestio investment from $5.3 billion in‘1953'

o tll billion in 1975.A Such a level of capltel spending may'be suffiolent }
- to provide the phy31oa1 facllltles and 1ndustr1al capacity requlred by & ;.;eh j
‘ gredually expandlng economy. But no allowance is made for special circum~ j
stances Wthh may lead to & sudden and conslderable spurt in oapital spendlng
Factors which might lead to suoh & sltdation have been mentioned above in _
‘discussing the “high investment" economy. B | |

A 19 per cent ratio of 1nvestment to gross national expendlture
.refleots the kind. of 31tuation Canadlans experlenced in 1949 and 1952. The
ratio, however, is below the proportion reached 1n either«1929~or 1953. In
other words, what is assumed in an average situation is not an investment :
bomn but & steady expanslon of physlcal faoilitles to meet the grow1ng needs :
of the nation for more plants, stores, houses, sohools, hospxtals and roads.

- The annual average compound rate of increase of investment between
1953 and 1975 assumed in thls average \pattern would be somewhat ‘below the-
sinerease antlelpated for consumer expendltures, 3.76. per cent as oompared i
Vwith 4, 18 per cent. In fact, if anythlng & more rapidly rlsing consumer
market may at some time in the future provade added ineentlves for buslness
to embark on another spurt 1n-cap;tal spendlng. If- such a spurt were %o
teke place, Cenada'might‘at a subSequent period.reach a~31tuat10n resembllng
what has been described above as a high investment econany. | |

Withln the 1nvestment seetor some . types of capital expendltures-
may 1ncrease more rapldly than others. For example,~as Table 8 111ustrates,f_

outlay on maohlnery and equlpment may rlse more rapidly than outlay on
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TABLE 8. - CHANGE IN~COMPONENTS.OF'GROSS'NATIONAL
EXFENDITURE, 1953 AND 1975, "AVERAGE PATTERN"

1975

Per cent N

1983 N ‘

- Ttem Billions | Billions | Change
Pefsonal’OonsumerﬂExpenditure A 15.1 37;3 147
Gross Domestic Investment - 5.3 11,0 108

Residential Construction 1.1 1.8 - 68 .
"Other Construction _ 1.7 3.7 : 118
Machinery and Equipment. 1.9, - 4.8 .| -183
_~Inventories -;G(l) (1) S
- Govermment Expenditure'qnn' ‘ o : . .
. Goods and Services 4.4 9.2 109 -
Net_Foreign Balance -5 -
Gross National Expenditure- 24,3 | B7.5 . 138

(1) The two figures are not quite comparable because farm- inventory
change has been assumed to be zero in 19785, while in 1953 it amount-
“ed to $196 milllon (see Appendlx to thls chapter) ~

TABLE 9. - DISTRIBUTION OF PERSONAL CONSUMER EXPFNDITURES

Indexes", Daminlon Bureau of Statmstics.“

(1) In current doll

ars.

» CANADA, 1929 AND 19563
1929 1953 ~ |Per cent -
 Ttem. $ Per | $ | Per |Increase in
: Millions(l) cent Millions(l) _cent | Real Terms
 Food 1,117, 25.4 | 3,775 | 24.9 | - 98
“Meat : -223 983 . 158
Tobacco and'Alcoholic BeveregeS" '>290 6.6 1,334 E 8,8. ~170
- Clothing and Personal Furnishings| 597 13,6 | 1,843 12,1 102
Shelter 720 16,4 | 1,801 | 12,5 107
Household Operation 575 i3.1| 1,885 12.4 87
Appliances and Radios’ _ 89 - 395 141
Home Furnishings and Furniture 121 472 7
Transportation 391 8.9 | 1,885 12.4 | 225
Motor Cars, New and USed -84 ' 817 - 281
Personel Medical Care and Death. S S .
Expense 286 6.5 935 - 6.2 123
'.ﬁs‘eenaneaus ‘417 9.5| 1,687 | 10.7| 110
Total 4,393 - | 100.0 | 15,165 | 100.0| = 126°
Source: "Natlonal Acoounts", Dcminlon Bureau of Statmstlcs, and "Prlces and Price
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construction. This would be in line with the assumption tnat tne-érowing
complexity of_the eeonomy will(reguireAmore equipment for production. Also,
with rapid technological developments, tnekarrital of"thevset andjatomie age,
very large equipment requirements_for-transportation;.conmnnioation,‘and
power.generation can be'antioipated. o |

With respect to investment in’inventories,'the aesnnption is &
sufficient accumnlation toAallow forAthe,proper funotioning;of:anieconomy ‘

operating at a high level. There is therefore no allowance made in_this

'a3sumption for inventory 1iquidation necessitated.by a heavy inventory

bUlld -up in preV1ous years, or for attempts by business and consumers to

expand inventories beyond their ourrent requlrements. The net. change in

 farm inventories in 1975 is taken as zero,AVAdditions to stocks of business

inventories in 1975 were asenneo to bear the;same relationShip-téothe total
book value holdings pf business intentories‘ae in 1953, tnat is, approxi-~
mately 5 per cent. (For some of the reasons3for estimating'inventory :
investment in this manner, see Appendlx at the end of this chapter )

Government Expenditures.. Government spendlng in an "average

market pattern in 1975 is put at $9 billion, or 16 per cent of gross nat10na1 f,
expenditure. Thle retio is above‘these 1ndxcated for 1929 and 1949 but below
those for 1952 and 1953.' Some easing inrinternationai tension has been
mentioned as one of the basio assumptlons.; If such a situation were to
materialize, this would warrant some.reduction An the proport1on of the

gross national expendlture g01ng to government and used by the latter for

military purposes. The assumpt;on is that some higher level of defence

spending mey be required than was the case in either the pre-war period or

in the immediate post~World War II period, with some rednctions from the

proportion of the country's resources devoted at the peak of the defence

efforts necee81tated by the war 1n Korea. Some 1ncrease in nen- defence
expenditures'by”governments ie anticipated in a'growing econmnj with an
average pattern. Such 1ncreased government expenditures for civilian
purposes would make it feasmble to. undertake & number of progects whlch
the nation seems to want and which. Various 1evels of government in Canada

!

appear willing o underteke: from greater empha51s on natural resources
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conservatlon programs to the expansion of communlcatlon and transportatlon :

facllltles, from the prov151on of 1ncreased educational health and oommunlty o

facilities to the extension of research work andrexperlmental prOJects. Thg
level of govermment spending indicated above wb@ld‘make'an increase in such

programs feasible.

For;ign Trade. In the:four market patterﬁs described abo#e; the
net foreigh balancevhas been put;at zero., This means that exports of goods
and services are assumed to equal 1mports of éoods and serv1ces.

This assumption is in line wnth the Canadlan Government's current
trade policies, which 1nc1ude as . one of thelr'ba31c»prem1ses: that expande -
ing levels of exports over the long run can only be achleved if Canada :Ls"w
prepared to accept an 1ncreasing volume of umports.(l)

The assumption is not very far'from,thg kind of.gituétion which
Canediens experienced in the post-war period a# a Eﬁgli' -It is true that
in some.years-Canadians_eprrtéd more then they imported;ibut'in pther years
the reverse was the case. Thus, Canadians hé@ a’iargé féVourable_bglance.gn‘
the -international exchange 6f goodé and»serviées‘in 194S,~irrolving B
$687 million, and a largé‘unfavourable‘bélance in 1951'involving $524 milliqn
‘Total exports of goods and Serﬁices during thé'period 1945 to 1953>ihclusivé
émoﬁnted,to $38.8 billion. Total imports of'goods,and services during theE
same period aﬁounfed %o $3é.3 billion. This leaves. a mbderaté excess of
exports of goods and serViéés over hnports of Some.$500 million, or 0.6 per
cent of the total. . | | |

Whether _exports w111-exceed 1mports or>V1ce versa, or whether
Canada s trade will be Ialrly well in balance depends on the klnd of" market

pattern one assumes for 1975, If, for exsmple, the pattern were that of =

high investment economy, & signifiqant inecrease in ﬁhé purchéSe of capital

(1) "Our broad policy in Canada is to pursue meesures that will strengthen
our position as a major tradlng nation, both as a buyer and as a seller -
and to do so with the maximum emphasis on positive, expansive methods and
the minimum reliance upon the restrictive. We must continue to bend every
ef fort toward keeping the door wide open to the return to multilateral
trading practices througnout the world." ("Caneda's Trade Policy" by the
Right Hon. C.D. Hows, Minister of Trade and Commerce, Publlc Affairs, - '
Halifax, Spring 1950, p. 12. ) :
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goods abroad might lead to imports being preater than expofté.\ On the othef»_,

hand, if a highvgovernment expenditure economy materializes as‘g‘reeultjof 8

worsening of international relations; Canadian exPOrts\may be greater than :

imports. For in such’ perlods Canadlan shipments of basic materlals requlred

by other countrles in thelr rearmament efforts custOmarlly 1ncrease fairly

 rapidly.

It is qulte 11kely that, even if the Canadlan economy in 1975

_experiences a well- balanced level of activzty reflected in en "average

" merket pattern, exports nay exceed 1mports by a moderate margln, or vice

versa, - If Canadians have a small export surplus in 1975, this would have
the effect of reduoing somewhat the relative.importanoe of one or several

of the other three sectors, consumer, business and‘gevernments. But if

‘imports exceed exports, then the share of one or the other of the three -

domestic buyers of Canada's output mayAbeye little gfeatef:than is indiceted{

The ocourrence of a heévy currenttaccbunt deficit cannot,be‘ruled

. out for 1975. In such an event the pattern of Canadian national expendi- °

tures is likely to deviate from what has been described as an "average"

‘pattern. Imports. are more likely,to exceed exporteuby>a substantial margin

in a "high investment" or "high consumption” eeonomy,'father than in a "high

gdvefnmeht expenditure"veeoﬁomy,:particulaniy if the latter is 1argeiy
associated with military preparedness, or in én'"averege"’eoonomys~

| It is partlcularly dlfflcult to sey what the level of exports
mlght be in Canada in 1975, even assumlng that the Canadlan economy may ‘be
operating at a h;gh level. One thing is reasonably certain: exports would

have to be at high levels, too, for Caneda is heavily dependent for herv

'prosperity on being able to exchange her 1afge eorpluses available for

export against many commodities and services she requires. But. the ques--

tion is: What is & high level of exports required to support & high 1level

of domestic economic activity?

If the 1953 ratio of the exports'ofigoods and services to\gross

as a possible gross national expenditure for 1975, then exports of goods

“oould be of the,ordei of $9.9 billion and of services of %3.0‘billion,.or
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a total of $lé.9 billion (in 1953 prices).~‘The oompafable,figores for 1953
are $4.1 billion, $1.3 bllllon and { 5.4’bi11ion. | |

The p01nt has been made earller, however, that Canada’s domestic
market has been growing more rap;dly then her forelgn’markets. A'contlnua—
tion of thisrfrend has beeﬁ_médo‘ono’of‘tho'aésumptiohs in pfoparing_ﬁhe
estimates of gross national producﬁ for‘1975.1'if that assumptioﬁ holds,
- then the ratio of_éxports of goods ahd‘sefvioés o gfoss‘national oxpendi-
,tore for'1975 coold'be somewhat lower, aﬁd’stiil, the Ganadioﬁ-oooﬁOmy oould'
be conceived as oporating at what~has pre&iously'been defined as.a high ieﬁgL;
In other words, exports of goods and serVJOes could be somewhat below
»%12 9 billlon, and stlll reprGSent a sufflclently hlgh 1eve1 to enable Cana-
dians to" enaoy prosperous condltlons. There,w1ll, of course, be changes_ln -
the composition of exports in accord w1th shlfts 1n consumer tastes abroad,“
with ever-widening applications of technology~and with changes in competltlveA 
_oonditions;, This Willrmeaﬂ that in some fiolds, as may be the case with
certainbagficultural produoto, the level of eipofts_moy1beloubsfantially:
‘.below tﬁose currently-reoorded. - |

It‘is iméortént‘ hoWever, to rememberothat tﬁe very naoure and
the speclallzed character of many of Canedals natural resources make -it
necessary for this country to contlnue to aim at as hlgh a level of forelgn
.trade as is fea51ble and practlcal 1n‘a_compet;t1ve tradlng‘worlo. Levels
of trade can be balanced at both”high and low 1evels; There is litfla
doubt if such a balance wers to be achieved at Low 1é&eis Canadians would
find it very difficult to obtain the hiéh level. of domestic economic aoti—
'v1ty and rlslng standards of 11V1ng, Vlsuallzed in this study as fea81ble
‘ of achisvement in a sane world. The 1mp110at10n is not only a lessenlng
of world political and milifdr& tension but of more favourablo att;tudos
of'trading nations towards internatiooal'commerco; inoluding.ﬁheif_réadi-
ness to facilitate both greater exports aé well as imporﬁs.i,- -

Canadian Merket in Perspective ..

Caution Indicated in Preparing and USingKLong-Term'Market Projéo-

tions. The limitations of long-term eoonomiciprojectioné have beeﬁ7

emphasized at the beginning of the ohaptef; The mqih;point mede was.that
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such'prpjections are\nothlngvbut quantitative~illustrations of what uight
happen given the realization of varying assumptions;‘ Longfterm.prbjections~'
are therefore not indications of what\aetually will happeu.. And if the
~ assumpbions chosen are n\ot well founded the llkellhood that “the progectlons-
may materlallze even w1th1n a reasonable margin of error may be slim- 1ndeed.
?hree otuer things which counsel caution in both the preparation 3

and use of long-term projections are: |

\_(l) Even some minor:tariations~ln baslé‘asSumptious may yield'majer'
differences.ln the.aggregate, 1f these aggregates are prOJected over & 1ong
period of_time. For example, if it was assumed that the growth in. output |
per man year were at the rate of 2% per cent instead of 2 per,cent .or one-
quarter higher than the rate actually used then the prOJected gross natlonal

expendlture for 1975 would have been 864 bllllon rather than 458 bllllon,.ap '

1ncrease of 10 per cent. It is therefore»of prlmeplmportance before»elther}

embarking on the preparationjor undertakiné to use léng-term ecouomidlpro—
Jectlons to have a clear: understandlng of the economic forces that are |
expected to operate in the Canadlan economy a number of years ahead and to
be fully_aware of_the'assumptlons_elther made or implied ;n'the estlmates,
(2) Thererislthe further~poiut that even where rates of economic -
growth assumed.yield.certain market or econemlc aggregates these totals
. can be made up in many dlfferent ways, with dlfferent 1mp110ations for.
markets for sp901f1e commodltles and services. It bearsaemphasls that the
distribution pattern of a possible Canadianﬁmarket-in lQ?S,‘dlsoussed in

the precdeding sections, are purely hypothetlcal. Their~maiﬁ purpose is to

illustrate to both producers and users of long~term economlc prOJectlons

“the usefulness ofAconslderlng -alternative patterns which the Canadlan market»
may assume under changing c1rcumstanoes. ’ ls R ‘e L %
| (3) The assumptlon that things might develop in theAfuture as they
di@ in “the past is tempting, though it may not necessarily yield.the best
results. It is therefore necessary te consider many qualitative_faetors
wihich influence_the markest pattern of tcmerrow and Whlch are uot‘obvieus
solely frou‘past behaviour, e.g., technolegical.iguovations{>changes in

~ govermment economic policies, variations in international political end
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commercial relations. The arbitrery selection and applicetion of growfh'
rates by an economist or market enalyst is no substitute for good business
Judgment.

Implications for Business. Looking at the Canadian market in per-

spective, what are some of the lessons that can be learned from past experi-
ence, bearing in mind the particular.problems'faced by Canadian businessmen?

Leeeons from'Past Experience. First, the Canadian market is a

grow1ng market. To underestimate the growth potentlal of that market is
11kely to lead to some inadequacies of capacity and of personnel in handllng
inereased bqsiness es it develops. Continuing long-range planning by Canad%ar
business can help firms to keep'pace with the growth of their counfry and/ :
 keep them from losing greund to tﬁeir competitors.,

;Secondly{ to anticipate a market decline solel& beceuse it has
Eeen expending for a long time might mean an unnecessar& loss>of‘bueiness
that perhaps could have been‘eveided by>greate; efforts to incfease effi-
ciency of preduction and. distribution and te expand_seles. “The importanﬁ
point 0 remember is.that the Canadian record of'the first half of this
century suggests that over a long perlod the odds of having a good year
agalnst haV1ng a poor year are about four to one. There is therefore a
need for Canadian businessmen, partieularly the large organi;ations that are
in a poeition~to do so, to review COntinuously>market condiﬁions and pros~
pects in a fectualvwey and ﬁo appraise the sconomic forces at work as an eia
in formulating business decisions. |

‘Thirdly, even‘withie'a growing'merket; some industries and some
areas will be deingAbetter-than ‘others, some producte will sell more easily
“then others;’ There is fherefore-e need for Canaeian industry to keep fully
eabreast 5f technological developmants in preductiqn andbin marketing, and
to teke careful cognizence of any charges in the pattern.of demeand that ie'
taking place. Thie mighf'assist Canadiah bUsinessmen.materially in supplyieg

Canadian consumers with the kind of goods they want at the lowest possible

price.
. . : L
Fourthly, in a private enterprise economy such as exists in

Canada, temporary interruptions in the upward trend of the markeét appear to
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~bé unavoidable. In most cases, as'pgst expefience indiéates; such inter-
ruptions ére of shorﬁ duration. There is alwayé the possiﬁility.that at
times some Busiﬁess orgenizations may become so‘preoccupied'with what a
possible~dehline may do to,their bﬁiance‘sheéﬁlthat ﬁhevlong-ﬁerm interests_'
of these cémpanies do not receive the attention they deserve. This problem
of hdw to reconcile shoft-term nécessities with long-term intereéts\is a
contiﬁuing one, requiring cgreful‘exécutiva attention.

Lookiﬁg ahead to 1975, the Canadian market is likely to more than
double inlsize; This might involve a situation where (1) the consumer may
be a little more important than he has been in the immediéte post-World
War II period or during the Korsan warvyears, (b) business capital expendi-

tures and government outlay, a little less important, and (3) the domestic

market might be growing at a somewhat‘more rapid rate than Canada's foreign

markets.

Possible Uses of Market Projectiohs, Long-range business planning
has been an integral part of the.0peratidns of many large and successful
companies., There is, of course, some variation from comﬁany to company in

the degree to which such planning is used by management. Most conmpanies

. that expect to be successful in business, may want to give consideration

to the'ldng run factors in the economy in orﬁer to appraise properly their

own position within the industry and the national economye. Some of the-

possible uses of market projections by Canadian business include: .
.'(1) An appraisal of the size of the possiblefgrqwth of the market

may make possible more solidly based estimates of the future demand for the

- products of the firm. Long-run projections of product deﬁand, in their

~turn, provide a basis upon which expansion gnd location of capital facili- .

ties can be planned and future commitments in personnel formed.
(2) Mafkets for particular products are'inter—relatéd with the
growth of the economy, its méjqr industries and regions, and changes in

Canada's foreign trade relations. To make :ealistic market projections

for individual commodities requires an exeamination of the entire Canadian

marketiand its major industries, as well as ponsideratioﬁ'of the potentisl

market of alternative products. Only by reléﬁingithe estimated potential
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growth of & firm's business to that of the industry and the economy as a

whole can-a cbmpany establish whether it is likely to keep pace with its

"competitors, do better or.fall behind.

(3) Size of the market, capacity and personnel to supply the

‘market, and the general economic climate are all factors influencing incemer

cost;profit relations for a company. To maintain economic incentive, thése;
relatibnshipé have to provg‘satisfactbry to Both management and 1abour.
Projéctions of the growth of the market and the assessment of market condi-
tions‘help in sizing up what future income-cost-profit relations may be 1ik§f

(4) Managgmeht requires some knowledge of the trend in population“
growth, of the distribution of population, e.g., by age groups or by areas;:
of its income and of its productivity.v This is ﬁécessary iﬁ order to
anticipate the kinds of goods to be produced, the methods éf marketing and
the areas where they might be distributed. Appraising thé:growth of the
market and how it will affect buyers' decisions ha§~a direct effect oﬁ
profits because, among other things, it will affect inventory policy and
sales promotioﬁal activities, |

Conclusion

Iﬁ conclusion, the economic -forces which appear to be operating
in the Canadian m¢jket suggest that the market may grow at aﬁ eveﬁ more
rapid rate in the next quafter century thgn it did in the last, As that
market expands, the age composition of the population and its geographic |
distribution will changes consumer wants will shift in response to higher
living standards and to technological.innovations. Thus, Canada's market
of tomorrow will be dynemic not only with respect to size but also with
respect.to its make-up. Therein is the challenge to those who cater to
that market, the Canadian producer and disﬁ}ibutor, and>the‘hnporter;
The greatest rewards await the bus inessman who»éeizes theAmaniféld and

varying opportunities that an expanding economy offers.




|
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_APPENDIX TO CHAPTER 2

Explanatory'Notes to Eeoﬁdnic Projections for 1975

These notes provide suppieﬁehtary information on the methods
employed in making the economic projeotlons for 1975 and offer some. explana-
tions for the estlmates presented in Table 7.

Gross National Product

Estimates were prepared separately for the gross private product
and the gross public product. Gross private product consists of private
purchases by individuals, business firms and institutions, and govermment
purchases from business: The gross public product covers the earnings of
persons in the government service and in the armed forces, together with
interest payments on that part of the public debt representing productive
assets. The main reason for meking separate estimates for the gross private
product and gross public product is that p0551b111t1es exist for making
reasonably meaningful estimates in improvements in output per man-year in
the private sector. There is no direct information available on product1v1ty
changes in the govermment seotor nor is there any historical evidence which :
would justify the assumption that productivity in the public sector has risen
at the seme or a similar rate as in the private sector. Hence it was thought
preferable to meke estimates separately for the private sector using histori-
cal experience as the basis for meking the necessary assumptions. In- the
public ssctor, the situation appears to be that productivity changes take
place at a slower rate than in the private sector. One possible explanation
might be “he difference in the way the government product is purchased,
through *he payment of taxes, as distinet from the private sector, where the
produCu i3 purchased through expenditures for speclflc products and services
in the market place.

Gross Private Product. To arrive at en estimate of gross private.

product for 1875, the rollowing basic data ere required: (a) persons employ-

ed in prcducing the gross private ‘product, 1953 and 1975, (b) gross private;
product per man-year in the base year 1953, and (c) the rate of improvement !
in output per man=~year in producing gross private product.

Using an 1ntermed1ate annual rate of population growth, referred
to in the text, of 1.91 per cent (compound) suggests a population increase
from 14,781,000 in 19563 to 22,395,000 in 1975, Of this population it is
estlmated that 38.5 per cent would be in the labour force and that 96,5 per
cent would be employed. Hence the total labour force for 1975 is estimated
at 8,622 million, and the total number of employed at 8,320 million. It is
further assumed that the ratio of persons employed to produce the gross
private product to the total number employed, amounting to 90.8 per cent in
1953, would be applicable to 1975. In other words, the assumption is for
no relative increase in the number of persons directly employed by govern-
ments. Such a situation may be achieved even though there may be some
relative decline in direct defence expenditures and some increase in the
civilian servmces provided by governmentse. 4

Gross private product in 1953 was arrived at by subtraoting from
gross national product govermment expenditures on goods and services and
adding to 1t government purchases from business.  Total gross prlvete
product for 1953 amounted to $22.7 billion. Persons employed in business
were estimated by deducting from the totel number of persons employed those
in the armed forces and directly employed by governments, refleécting the
average situation in 1953, Gross private product per person employed in -
1953 amounted to $4, 707, ' ' : : . .

The annual rate of imprOVement in output per men-year using gross
private product wes taken to be 2 per cent (compound), reflecting, as
indicated earlier, an intermediate rate of long-term change. On this basis,
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gross private produat per man-year in 1975 is estimated at $7,277 thousand
(in 19853 dollers). Multiplying this output per man-year by the total number
of persons employed in producing gross private product yields & total gross
private product for 1975 of $54.7 billion.

Gross Publio Product. To errive at an estimate of gross publie
product for 1975, the following estimates are required: (e) persons employed
in producing the gross public product 19853 end 1975, (b) gross public pro-
duot (excluding interest payments) per man-year in the base year 1953, and |

(c) the interest on that portion of the publlc debt representing productive
assets. . .

. In 1983, persons employed directly by federal provincial and
munlclpal governments averaged 382,000 and persons in the armed services
numbered 104,000, a total of 4886, OOO. This number represents 8.9 per cent
of the labour force. Applying the same proportion to the total labour force
of 8,622 million in 1975 ylelded persons employed in producing gross publlc
product (excludlng 1nterest payments ) number ing 767 000,

Gross public product smounted to $1.6 b11110n in 1955, represent-
ing the payments of wages and salaries %o government employees, military
pay end allowences., Dividing this figure by the number of persons dlrectly
employed by govermments yielded a gross public product (excluding interest
peyments) per men-yeer of $3,230 for 1953. Total gross public product
(excludmng interest payments) in 1975 therefore would equal B2, 5 billion.

‘ The interest portlon of the publiec debt representing productive
assets amounted to $130 million in 1953, or one-half of one per cent.of -
gross national product. It was assumed that interest payments of this type
would rise at the same rate as the Cenedian economy as a whole. In the

last querter of a century, public capital expenditures have been rlsing

less rapidly than capital expenditures in the private sector. As a result,:
a substential backlog of public projects has accumulated over that period.
It is likely thet many of these projects will be undertaken in the next
several decades, suggesting a somewhat more rapid rise in capital expendi-
tures Cor public facilities than has been the case in the more recent period.
On the basis of this assumption interest payments on the public debt, reprea

- senting productive assets, may emount to $300 million in 1975, - Adding this:

figure to the estimated wages and salaries and military pay of govermment
employees yields a total gross. publlc produot of $2.8 billion for 1975.-

Gross Natlonal Product. Gross national product for 1975 is the
sum of gross private product of $54.,7 billion and gross public. product of
$2.8 villion, totalling $57.5 bllllon. Estimates can now be made of the
components of gross national product on the basis of an "average" pattern.
This is done by estimating independently gross domestic investment and .

" government expenditures on goods and services. With net foreign balance

assumed to be zero (for reasons see text) personal consumer expenditures
are arrived at by subtracting from gross national expenditure (equal to
gross netional product), gross. domestic investment and government expendi-
tures on goods and services. The estimate of consumer expenditures errilved

‘at by this residual method cen then be checked against past experience end
possible chenges in living stenderds which Canadiens may experlence 1n the

next few decades.

Gross Domestic Investment

.Residential Construction. The 1975 estimates for expénditures

on residential construction are based upon the relationship between families

end occupied dwellings. The rate of change in number of persons per femily

 between 1929 end 1953 wes used as a basis for estimating number of persouns

per family in 1975. Similarly, the rate of growbth in the number of - occu-
pied dwellings (1951 Census definition) for the same 1929-1953 period was
used as a base for estimating the number of occupied dwellings in 19765.°
To. estimate the actual number of completions in 1975 the rate of change in
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the ratio of completions between 1929 and 1953 was assumed to be appllcable
 in the years through 1975, :

These calculations resulted in an estimated number_ of housing
completions amounting to0 some 160,000 units in 1975. In meking estimates,.
however, recognition was given to the carry forward to 1975 of -some portion
of the housing backlog and it was assumed that some residential construction
would represent the whittling down of this figure which has been estimated
at from 75,000 to 200,000 units.(1) To that figure of 160,000 was added
10,000 units toward satlsfylng the backlog of housing demand " Estimated
expenditure upon housing was obtained by applying average 1953 expenditure "
of $10,550 per completed unit to the 160,000 units. ‘contemplated for 1975,
thus yielding total residential construction expenditures of approximately
$1,8 billion which are employed in all alternate market patterns except the-
"high investment". In the latter, expenditure is estimated at $2.2 billion
for 1975 in anticipation first of a more rapid rate of growth than formerly ..
in the relation between families and occupied dwellings, and second of the
~ building of a larger number of dwellings to reduce the housing backlog: than
has been allowed. for in the other thres pattarns.A

- Non-Residential Construction and Machlnery and Equipment.  The
bulk of expenditures on non-residential construction and machinery and aqulp-
ment represents .investment in plant and equipment undertaken by Canadian
business corporations and individuals. It was assumed that, as the Canadlap'
market would grow, so would the need to expand at a somewhat similar rate
the business capital facilities of the country. As a working guide  the rate
of growth in potential output and that in the stock of plant and equipment :
were held to be equal. This sort of approach requires the following condi-.
tions to be true: (a) a constant capital efflclency, i.e., no change in
the amount of capital required to produce one unit of output; (b) a constent
rate of growth in capital stock; (c) constant rate of raplacament 1nvastmant
relatlva to the size of capital stock,

1

In estimating 1975 expendltures for plant and equ1pment, two means
were employed. In one the relation between the growth in capacity (gross-
private product between high employment years) and the total volume of plant
and equipment expenditures within the seme period was considered. As.a ‘
guide to the results thereby obtained the past relationship between gross .
private product and'investmant in plant and equipment was considered.

- Two periods batween high employment years were chosen, one belng
1926 1963 end the other 1929-1953. During both periods approximately..
$3,10 was spent upon investment for every $1 increase in capacity. From
1926 to 1953 investment amounted to $21,400 million compared to a growth
in capacity of $6,936 million (1935-39 dollars) ‘During 1929-1953 invest-.
ment expenditure was $19 274 million compared with an increase of %6 216
»million in capaclty._ :

Past axparlenca of the annual average relationship between invest-
ment in plent and equipment and gross private product was determined. This
average has varied with the period of coverage. TFor axample, taking the
years 1929 to 19563 it has emounted to 10.9 per cent, while for 1926 to 1953
the figure is 11.4 per cent. In teking a period covering so many years the

- disadvantege is that the relationship has been subject to both cyclical and
+trend variations and so the exact significance of the average figure may
not be at all clear. However, the use of high points and low points in

. Such a series seems no more preferable than the use of the average.

(1) House of Commons, First Session - Twehty—sebond Parliament 1954’
‘Stending Committes on Banking and Commerce, Mlnutes of Proceadings and
Ev1denca, No. 3 B111 102, p. 72. :
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In addition to considering such purely statlstlcal measures based

upon .past experience, factors such as the rate of technological change, the
rate of utilization of capital equlpment, the stage of development of the

. Canadian economy, and the fact that a somewhat faster rate of growth in

output to 1975 has been contemplated. than was experienced in the prev1ous

 quarter century. Thus, on the basis of both: quantmtathe and’ qualltatmve ‘
factors, a 15.5 per cent ratio. of investment in plent and equipment to gross . .

private product was used in deriving estimates for the "average" market
pattern. This ratio of plant and equipment expenditure %o gross prlvate
product appears to be sustamnable over the long run. :

: In the alternate models other levels of. plant and equipment 1nvest-
ment were chosen in accord with the differing composition of final product -
consistent with the types of economy therein 1mplled.‘ In the "high con-
sumption" pattern a 13 per cent relationship is ‘suggested; in- the "high
investment" pattern. the relation is 19 per cent; in the "high govermment"
pattern a 12 per cent relation is advanced. It is interesting to note the-
growth in invesiment outlay neoessary to- produce a $1 increase in capacity
that is the counterpart of each one of these patterns. In the case of the
"average" market it emounts to $3.,92, in the "hlgh investment" pattern to
$4.82, in the "hlgh government" to d“3 03, ‘and in the "high consumptlon" to
$3.29, .

For the 1975 market patterns plant and equipment expenditures
have been broken down into two categories - machinery and equipment and
non-residential construction. The basis for this was to divide the esti-
mate for total plant and equipment expenditure in rough sccordance with the
experience of both 1929 and 1953, In 1929 and in 1953, 56,7 and 57, 1 per

" cent respectively of the total were spent for machinery and equlpment.. In -

dividing this category of investment in 1975 it was decided to allocate
57 per cent of the total to machlnery and equipment and 43 per cent to
constructlon.

Change in Inventories. Investment in- inventories in 1953 améunted .

" tor business inventories, $376 million; farm inventories, $196 milliong

total, $572 million. There were two main reasons for the substantial
increasse in inventories in Canade in 19533 in the business sector, a good -

deal of the accumulation ‘was involuntary as & number of 1ndustr1es

experienced a decline in sales. Hence, even before the year was out, there
was a certain amount of inventory liquidation taking plece, but ‘this process
was fairly slow. A significant rise in inventory holdings by business firms
resulted. In the agricultural sector, Canadian farmers had harvested a
record crop, and export sales of such staples as wheat were slow, w1th a
consequent 51gn1flcant rise in agrlcultural inventories.

Looklng to 1975, the basic assumption waes made that inventories
would grow as the Canadiasn economy expanded end Canadian business would
operate on & much larger scale. In line with the assumption that the
economy would be fairly well balanced in 1975, no allowance was made for
ex03551ve inventory build-up or 1nventory 11qu1dat10n- o S

- The 1975 estimate of 1nventory change in the bu51ness sector
rests on the following assumptions‘ :

(1) that over the period 1953~ 1975 the total book value of
business inventories will grow at the seme rate as the
gross private product;

(2) that the total boek value of inventories at the end of
1953 was in satmsfaotory relatlonship to the gross
private product. \

At the end of 1953 the total value of busmness inventories stood at
approxlmately $745 billion. Applying the progected annual. rate of
increase in gross prlvate product of 4 per. cent to business 1nventor1es,
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' they would: amount to $17.I~b111ion\at the end of 1974 end $17.8 billien
-one year later. Thus, the increase in business inventories during 1975
may be of the order of $700 million. This compares with a change in busi-
ness inventories of $376 million in 1953,

With respect to farm inventories, their change was assumed to be
zero in 3975. This assumption was based on past experience, which indicates
that glven "gverage" crop conditions and a reasonably high level of eXports,
changes in aggregate farm inventories areé negligible. It is true that, if
there is a bumper crop in Canada and if the export markets, particularly for’
staples, are sluggish, a substantial farm 1nventory build-up might develop.
It was considered preferable to assume an average crop for 1975 and reason~
ably good export markets for Canada's staple agricultural products, rather
than either a record crop ani/or a substantial decline in export markets for.
agricultural products.

Government Expenditufes;on'Goods and Services

These represent the sum of government purchases from bu51ness and
the gross public product.

To arrive at estimates for govermment purchases from the business
sector past rates of growth in per caplta government purchases frem busi-
ness were considered. For exemple, in the periods 1929-1949 and 1929-1953
the rate of growth in volume terms was 2.48 and 4.49 per cent respectively.
In deriving the "average" market pattern it was felt that the latter rate
was too high in that it reflected the build~up in defence expenditures after
the outbreak of the war in Korea in mid-1950. The magnitude of these 1is
apparent in the fact that the 1929-1953 rate is considerably above that for
1929-1949. In view of the large hump in these expenditures as the defence
effort was magnifled and the fact that govermment purchases are at a higher
level now then would have been the case had the 1929-1949 trend been con-
tinued, a rate of increase of 2 per cent on the 1953 base in government
purchases from business was projected through 1975 for the "average" market
pattern. On this basis government purchases in 1975 may be expected to reach
$644 billion.

Adding government purchases from the business sector to gross .
public product representing the wages and salaries paid to persons directly
by federal, provincial and municipal governments and persons in the armed.
forces and interest payment for productive assets emounting to £2.8 billien
yields total govermment expendltures on goods and services of @9 2 billion
for 1975. : A

In the "high investment" and "high consumption" patterns o some-

 what lower rate of growth in per capita govermment purchases from business

is anticipated, it being 1.5 rather than 2 per cent per annum. Aggregate
government purcheses from business in this instance would amount to ‘
- $5.6 bllllon and total govermment expendlture would reach $8.4 bllllon.

For the "high government" expenditure pattern there is. the assump-
tion of an increase in international tension necessitating defence expendi-
tures of a somewhat higher magnitude. The growth in govermment purchases
from business in this model is estimated at 4 per cent per year which, when
combined with the gross public product, glves a total expenditure of
$12.8 billion..

- Persona1>Consumer Expénditures

Subtracting from gross national expenditure of $57.5 billien,
gross domestic investment of - #$11,0 billion and govermment expenditures on
goods and services of $9.2 billion yielded personal consumer expenditures
of $37.3 billion for the "average'" market pattern in 1975. This works out
to° personal consumer expenditures per capita. of $1,665 (in 1955 dollars)
for 1975 as compared with $1,026 for 1953. The two figures imply an
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annuel rate of 1mprovement in the stendard of living of the avarage Ceanadian

of 2.23 per cent per annum (compound)

Thls rate of increase in personal consumer expenditures per capita
in real terms compares with a rate of increase between 1929 and 1953 of
1.51 per. cent per annum and for the period 1945 to 19563 of 1,91 per cent
(cqmpound) . Among the reasons supporting the assumption of a somewhat more
rapid rise 'in living standards of Canadians than has been the case in the
last quarter of a century are: (&) the assumption of the avoidance of a
" major depression such as was experienced in the 1930's and the avoidance of
another world war. The depression brought about a substantial reduction of
personal income per capita which, in turn, had an unfavourable effect on the

level of consumer spending. During World War II, personal income was rising

fairly rapidly, but the necessity to devote resources to the prosecution of
~the military conflict niade it impossible for consumers to devote the same
proportion of their income to purchases of goods and services. To a lesser

" extent, this was also true in the years immediately following the outbreak
of the war in EKorea. (b) The natural desire to imprové the standard of
living is likely to be fortified by the increasing capacity of the Canadian
economy to turn out a growing volume of consumer goods and services. . '

The projection of the average market pattern suggests that, unless
there is a somewhat more rapid rate of growth in consumer expenditures on a .
per capita basis than has been Canadian experience over the last quarter of .
e century, the high level of national output suggested for 1975 may not be
achieved. It is possible, of course, that a sizeable portion of this grow-
‘ing output could be marketed abroad, If this were the case it is likely
that Canada would become & net exporter of capital with a positive balance
on current account. This is an alternative which has not been given explicit
recognition in the four merket patterns presented in Table 7. As stated '
earlier, the assumptlon is that Canade will be neither a net exporter nor
a net importer of capital., But within the assumptions of the four market
patterns and given the continuation of the traditional relationships between
the public and private sectors of the economy, the added goods and services
made possible by the higher rate of output will have to be marketed to -
private individuals if. relatively full utlllzatlon of both human and capltal
resources is to ‘be attained. i

In the high consumer market pattern, per- caplta personal expendi=-
ture on consumer goods and services was assumed to rise at an annual average
rate of 2.50 per cent per annum (compound), while in the high investiment and
high government expenditure market patterns a somewhat lower rate of increage
wes assumed, sbout 2 per cent. This lower rate of increase is more in line:
with the. hlstorloal experience .over the last quarter of a century, mentloned
above.
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