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further increases in output in the short-
run. Strains also continued to be evi-
dent in the job market throughout much
of 1974. In addition, production was
adversely affected by the heavy inci-
dence of work stoppages, particularly
in the spring and early summer. With
the weakening of demand that began
to appear in some sectors of the eco-
nomy in the spring, pressures on capta-
city gradually eased and shortages of
men and materials became much less
prevalent.
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Canada/U.S. comparison
One of the remarkable features of 1974
was the unusual degree of divergence
that developed between the Canadian
and U.S. economies. Total demand in
both nominal and real terms underwent
a much earlier and more pronounced
easing in the United States than oc-
curred here. U.S. gross national pro-
duct at current prices was approxi-
mately 8 percent higher in 1974 than
in the previous year, an increase that
was only about haif as large as that
estimated for Canada. With U.S. prices
rising at fairly similar rates to those
here, most of the difference in the
climate of demand was reflected in the
performance of real output. Gross na-
tional product, in volume terms, peaked
in the last quarter of 1973 in the United
States and declined throughout 1974;
for the year as a whole it averaged
more than 2 percent below its level for
1973 and in the last quarter of 1974 it
was running 5 percent lower than it had
been a year earlier. This compared with
an estimated increase of about 3.5 per
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cent on a year-to-year basis in Canada
and apparently Iittle net change from
year-end to year-end. Ini both countries
employment was remarkably well sus-
tained relative to output through most
of 1974, but unemployment began to
rise dramatically in the United States
towards year-end and in January 1975
the seasonally-adj usted. unemployment
rate in that country was 8.2 per cent,
compared with 6.7 per cent in Canada.

Despite the similarities in price per-
formance in Canada and the United
States in 1974, some significant signs
of divergence on this front were also
beginning to appear by year-end. Some
underlying U.S. price and cost indi-
cators have recently appeared to be
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much more favourable to a near-term
moderation of inflation than is the case
for Canada. Although unit labour costs
have risen very rapidly in the United
States, partly because of an even more
adverse productivity performance than
experienced in Canada, wage and
salary levels have been rising at a
much more modest rate there than here.
Increases in weekly wages have not
registered any very pronounced accel-
eration in the United States and, from
at least mid-year, wage settlements in
that country appeared to be running at
about haîf the scale of increases being
establisbed in Canada.

(Front 1974 annual report of the Bank
of Canada.)
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