them up since they are now
abnormally low. Were we to re-
lax our controls on capital
and consumer goods at this
Stage, imports from the United
States would almost certainly
rise sharply in view of our
current income levels and con-
sumption habits. We would
again face an exchange crisis.
Consequently, we have to con-
tinue with import restrictions
until our economic position
and that of our European cus-
tomers improves.

The European Recovery Pro-
gramme means, ] repeat, that
we in Canada will be enabled
to continue supplying Britain
and western Europe with the

ood, raw materials, and manu-
factured goods so essential to

the basic reconstruction of .

the production and trade of
these important areas. This
will, of course, contribute to
the maintenance of a high
level of employment and income
in many parts of this country.

OTHER IMPLICATIONS

Had there been no United
States provision of aid to
Europe, we in Canada would
have been compelled to curtail
our exports to that area, in-
volving sacrifices and painful
adjustments in large sections
of this country. Imports from
the United States would have
had to be controlled much more
Stringently than at present,
and, as a necessary part of
such restrictions, the levels
of investment could not have
been allowed to approach any-
thing like the current boom
position. In short, we will be
enabled through the funds under
the Economic Cooperation Act
to carry on our export trade
In roughly the same volume and
Nature as before - avoiding a
radical reorientation of our
Productive system - and to
Mmaintain higher levels of in-
vestment and income than would
otherwise be possible.

Let us consider for a few
Mmoments the long-term implica-
tions of European recovery. If
all goes well, both economi-
cally and politically, we may
assume that within a ‘few years
Western- Europe will be able,

not only to absorb goods, but
to pay for them. It will still
offer a large market for many
of the products of our farms,
our forests, and our mines.
The heavily populated and high-
ly industrialized areas of
western Europe will indeed
always require vast imports of
food and raw materials. It can
reasonably be expected, of
course, that various adjust-
ments may -have to be made from
time to time in the nature
of certain of our exports.
We must never minimize the
significance of Europe both
in the short-run under Euro-
pean Recovery Programme sup-
port, and in the long-run on a
healthy economic basis, as a
fundamental factor in themain-
tenance of the high level of
exports upon which our employ-
ment and income so closely de-
pend.

OUR ECONOMIC PROBLEMS

Last year, we contributed
to European recovery in what
might be regarded from our
viewpoint as accumulated United
States dollars. This is evi-
dent from the fact that our
reserves were depleted by no
less than $750 million in the
first ten months of 1947. This
year, our contribution will be
in the form of goods, in our
attempt to ship more abroad
than we bring in. Such a con-
tribution will be of assistance
not only to Europe but also to
the United States. It will
help Europe in its rehabilita-
tion, and the United States in
easing the demand for a large
number of products and thereby
reducing inflationary pres-
sures.

We can create an export

" surplus only by consuming less

than we produce. Import re-
strictions, together with ad-
ditional sales tax, are help-
ing us to cut down domestic
consumption and obtain the ex-
port surplus which we need to
build up our reserves of U.S.
dollars. The sooner we improve
our foreign exchange position,
the sooner will we be able to
relax and perhaps abolish the
import controls, and reduce
the sales taxes, which are now

holding down the levels of
domestic consumption.

QOur present economic prob-
lems are not only the concern
of the consumers, but also of
the producers. The European
Recovery Programme and the
measures which will have to be
taken by the United States and
ourselves in connection with
it will aid production and ex-
ports of many Canadian indus-
tries. It will, however, not
help suppliers of some goods
and services. One of the basic
principles of E.R.P. is that
the European countries should,
where possible, help one an-.
other, or purchase from other
soft currency areas, rather
than call upon the Western
Hemisphere for support during
the period of reconstruction.
There is also the principle
laid down in the Economic Co-
operation Act to the effect
that fifty per centof the goods
leaving the United States un-
der the programme must be car-
ried in American bottoms. This
principle, coupled with_ the
existence of a large tonnage
of available shipping in the
hands of the European coun-
tries, will inevitably create
difficulties for our own ship-
ping interests. It may also be
the case, that the European
countries in establishing a
rigid system of priorities,
may not place some types of
meat and fish high on the list
of imports. Other markets may
therefore have to be sought
for such products. The same
thing may apply to various
types of manufactured goods of
a specialized type. Great ef-
forts cannot be made without
sacrifices and adjustments.

CANADIAN PARTICIPATION

1 believe that I am express-
ing the considered view of the
vast majority of the Canadian
people, when I state that the
sacrifices entailed in the
restriction of our consumption
levels and in the readjustments
required of some Canadian pro-
ducers are justified if they
contribute to the rehabilita-
tion of western Furope and the
strengthening of democracy in
the world. A healthy European

Page 13



