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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
November 22, 1960.

“The Honourable Senator Aseltine moved, seconded by the Honourable
Senator Macdonald, P.C.—

1. That a Special Committee of the Senate be appointed to study and
report upon the trends in manpower requirements and utilization in Canada,
with the object of exploring the possibilities of maintaining and extending a
high level of employment and, without restricting the generality of the fore-
going, to inquire into and report upon the following:

a) the growth of the economy and of other factors influencing employ-

ment opportunities, including particularly technological changes; and

b) the growth and characteristics of the Canadian labour force;

2. That the said Committee be composed of the Honourable Senators Blois,
Bouffard, Brunt, Buchanan, Burchill, Cameron, Choquette, Connolly (Ottawa
West), Courtemanche, Croll, Emerson, Haig, Higgins, Hnatyshyn, Horner,
Hugessen, Inman, Irvine, Lambert, Leonard, MacDonald (Queens), Methot,
Monette, Pratt, Reid, Roebuck, Smith (Queens-Shelburne), Thorvaldson, Vail-
lancourt, Wall, White and Wilson (32);

3. That the Committee have power to engage the services of such counsel
and technical and clerical personnel as may be necessary for the purpese of
the inquiry; and

4. That the Committee have power to send for persons, papers and records,

to sit during sittings and adjournments of the Senate, and to report from time
to time.

After debate,

The. Honourable Senator Brunt moved, seconded by the Honourable
Senator Isnor, that the motion be amended by adding the name of the Honour-
able Senator MacDonald (Cape Breton) to the list of Senators nominated to
serve on the said Special Committee.

After' debate, and—

The question being put on the amendment, it was—
Resolved in the affirmative.

After further debate, and—

The question being put on the motion as amended, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.

24133-1—13
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MINUTES OF PROCEEDINGS

‘WEDNESDAY, November 30, 1960.

Pursuant to adjournment and notice the Special Committee on Manpower
and Employment met this day at 11.00 a.m.

Present: The Honourable Senators Methot, Chairman, Brunt, Buchanan,
Connolly (Ottawa West), Courtemanche, Croll, Haig, Higgins, Horner, Inman,

Irvine, Lambert, Leonard, MacDonald (Queens), MacDonald (Cape Breton),
Pratt, Reid, Smith (Queens-Shelburne), Thorvaldson, Vaillancourt, Wall and

White.—22.

The following were heard: —

Dr. J. J. Deutsch.

Mr. F. T. Denton.

At 1245 p.m. the Committee adjourned until Thursday, December 8th
next, at 11 am.

Attest.
John A. Hinds,

Assistant Chief Clerk of Committees.






THE SENATE
SPECIAL COMMITTEE ON MANPOWER AND EMPLOYMENT

EVIDENCE

O1TAwWA, Wednesday, November 30, 1960.

The Special Committee of the Senate appointed to study and report upon
the trends of manpower and employment, met this day at 11 a.m.

Hon. Leon Méthot in the Chair.

The CHAIRMAN: Honourable senators, we have a quorum. Let us proceed.
We have the advantage of having with us today Dr. J. J. Deutsch, who will
tell us what has been done with respect to the problem before us during the
recess of Parliament.

Dr. JouN J. DEuTScH: Mr. Chairman and members of the Committee, when
your committee was organized late in the previous session you made certain
arrangements for work to be done during the summer recess. Two things were
done: arrangements were made to get in touch with quite a large number of
national organizations and interested groups, from whom the committee wished
to hear views on the problem now before it.

About 40 organizations were contacted and were told that the committee

would be pleased to receive submissions from them. The great majority of
the persons and organizations who were contacted agreed to make submissions
to the committee. These were national industrial organizations, such as labour
unions, agricultural bodies, and so forth. The first of these organizations to be
heard from is the Canadian Chamber of Commerce who will be making its
submission to the committee on December 14. At later meetings of the com-
mittee other organizations will come forward with their submissions.
.. The second thing that was done was the preparation of a series of studies
which the committee asked me to arrange for and to organize. Arrangements
were made to have six studies prepared for the committee, and these have been
under preparation during the recent recess. The purpose of these studies was
to assist the committee in considering the problems before it.

The first is a general background study of the developments in the Cana-
dian economy which affected employment and unemployment in recent years.
This study is to give you a basic, factual background, and to indicate what has
been happening in the Canadian manpower picture, both in the past decade
and at the present time, and also to indicate to you the places where difficulties
have arisen and their nature. This general background study was prepared by
Mr. Frank Denton, and will be presented to you this morning.

The second study was on the trends of demand for domestic products and
for exports and imports, as well as changes in productivity in the Canadian
economy which affect opportunities for employment in the country. This is a
basic economic analysis of what has been happening in our economy in recent
years and at the present time. This study was undertaken by Professor Hood
of the University of Toronto; it is now in its final stages, and can be presented
shortly.

A third study that was made had to do with the characteristics of the un-
employed at the present time. This study was undertaken by a careful examina-
tion of the persons who are applying for jobs at the National Employment

7



8 SPECIAL COMMITTEE

Offices throughout the country. We organized a survey of the unemployed by
means of a sampling procedure which included one person in ten in most of
the employment offices, and in some of the larger ones a sample of one in
twenty. The purpose of this survey was to find out the nature of the persons
looking for jobs, their skills, their characteristics and their educational stand-
ards. It was also hoped to learn something about the family relationships and
responsibilities of the unemployed, how long they have been out of work and
what kind of jobs they are looking for.

The survey has been completed and is now in its final stages of tabulation.
Altogether returns were received from about 17,000 persons, but the survey was
designed in such a way that the sample would give an accurate reflection of
the total picture. The results will yield considerable information of the nature
of the unemployed, and perhaps as to why they are unemployed, what kind
of jobs and opportunities they are looking for and are capable of taking. The
work was done by Mr. Warren James, and in a relatively short time the tabu-
lation of the results will be completed.

Fourthly, a study was prepared by Mrs. Sylvia Ostry, Assistant Professor
of Economics at McGill University, on the question, what do we mean by
unemployment and how do we measure it?

There is a great variation in the use of the term “unemployment” as well as
different methods of measuring it in various countries. One sees several kinds
of statistics quoted as measurements of unemployment in different countries,
but the basis of these definitions and the method of measurement vary
widely. As we are concerned with the nature of unemployment and its mag-
nitude, and the changes in its level, T feel we have to have some clear idea
of what we mean by the term “unemployment” and how it is measured in
other countries as compared with our own.

Mrs. Ostry has prepared a study of the methods of measurement which
are used in this field in Canada compared to the United States and Great
Britain, in order to arrive at what the differences mean. The study is now
virtually completed.

A fifth study was carried out by Professor Judek of the University of
Ottawa on chronically depressed areas in Canada. In this study he has tried
to indicate where the problem of unemployment has become chronic. In
doing so he examined the records of the National Employment Service in various
parts of the country and has tried to identify the places where unemployment
has become persistent. This involves an analysis of the nature and extent of
unemployment in those areas where it is a long-term rather than a short-term
problem.

The sixth project consists of a number of studies being carried out by
the Economics and Research Branch of the Department of Labour for the
committee. One of these was on the effect of automation on unemployment.
This branch of the Department of Labour has over the past several years
made some intensive studies of the effect of automation in various industries
of Canada, and I thought it would be helpful to the committee to have this
material pulled together.

This information will be put together in a meaningful way to give the
committee some indication of how the changes in mechanization have affected
employment.

The second study we asked the Department of Labour to make was on
the problem of seasonal employment in Canada. Again, this Department has
over the years done a great deal of work on seasonal employment. They
have been asked to consolidate this material and make it available to the com-
mittee. 3 o O

Finally, we have asked them to prepare a study for the committee of
the status of technical and vocational training in Canada. As you know, the
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Department of Labour is the agency responsible for carrying out federal
policies in vocational and technical training. We want them to make an
analysis of the facilities now available for technical training, where they
are located, their nature, how much work they do, how much of the problem
they are able to handle, and what appears to be necessary in order to pro-
vide adequate facilities for this type of training in Canada. The department
is putting together this information and will present it to the committee.

Mr. Chairman and gentlemen, these are the studies which we have
launched during the summer recess, all of which are either now completed
or will very shortly be completed and ready for presentation to your com-
mittee. Thank you.

The CHAIRMAN: Does any senator want to ask for further information
from Dr. Deutsch?

Senator CoNNOLLY (Ottawa West): Mr. Chairman, as this is the first
public meeting of the committee would it not be well for Dr. Deutsch to
indicate also that the committee intends to call outside agencies?

I apologize, Mr. Chairman—I have just been informed that Dr. Deutsch
indicated that in his earlier remarks.

Dr. DeuTtscH: The committee will receive information and submissions
from two sources. One is from outside organizations and groups who have
an interest in the manpower problem, and, as I say, we have contacted some
40 different organizations, 32 of which have indicated they are intending
to make submissions. Secondly, there will be the results of the studies I have
described. This will be the information we will put before the committee during
the course of these hearings in the next several weeks.

Senator LAMBERT: May I ask Dr. Deutsch a question? Perhaps he men-
tioned this aspect of the study before I came in, but I am wondering if there
has been any consideration given to attempting to estimate the flow of trade
in relation to unemployment?

Dr. DEuTscH: Yes, Professor Hood’s study will be dealing with the effects
of imports and exports on the Canadian economy in recent years and at the
present time.

Senator LAMBERT: That is, whether the fluctuations correspond; or not?

Dr. DEUTSCH: Yes.

Senator LEONARD: Mr. Chairman, Dr. Deutsch made no reference to the
Unemployment Insurance Act in his outline of the studies and the work being
done. Will the operations of the Unemployment Insurance Act, in so far as
they affect the manpower and unemployment problem, come under these
studies? E

Dr. DEuTtscH: Yes, I think the survey of the characteristics of ‘the un-
employed will throw a good deal of light on the operations of the Unemploy-
ment Insurance Commission.

Senator SMITH (Queens-Shelburne): Mr. Chairman, may I ask just one
question?

The CHAIRMAN (Senator Methot): Yes.

Senator SMITH (Queens-Shelburne): I want to draw to the attention of
the committee item No. 5 in the list of the recommendations that were made
to the general committee by the Steering Committee, and which were accepted,
which is as follows: ; '

That the future employment possibilities in ‘those regions where
defence expenditures presently play an abnormally large role in the
economy be the subject of special study and attention.

I am wondering whether it will be the job of this committee to produce those

studies; or whether there has been some attention given to it by Dr. Deutsch’s
team?
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Dr. DEuTscH: Not specifically, Senator, on the effects of defence expendi-
tures. We have no specific study of that, although throughout our studies, the
position of various regions in Canada will be referred to, and their position
will be indicated. I mean, their problems in relation to the country as a whole
will be referred to in many of these studies.

The CHAIRMAN (Senator Methot): With your permission, I will now ask
Mr. Denton to give us his report.

Dr. DEUTSCH: I might say, Mr. Chairman, that Mr. Denton prepared the
basic background study which he is to present to the committee. It will deal
with the recent developments in manpower in Canada leading up to the present
situation. It will describe the background of our present situation. This is the
main purpose of this study. It also looks ahead to the next few years and
indicates what the nature of the problem will be in the years immediately ahead.

Mr. Denton was an economist for Philips Electronics Industries Ltd., in
Toronto before he came to us. Prior to that he was for five years with the
Labour Division of the Bureau of Statistics, and prior to that he worked for
the Ontario Bureau of Statistics and Research. He is a graduate of the Uni-
versity of Toronto, and he has had a splendid background for the preparation
of this study. I am very happy to introduce him to you now.

Senator LEoNARD: Will this report be incorporated in full in the proceedings
of this meeting?

The CHAIRMAN (Senator Methot): Yes.

Mr. F. T. DENTON: Mr. Chairman and honourable senators:
I. The Labour Force Since 1950

The last decade was one of the most impressive periods of development
in Canadian history. The population grew by thirty percent—not  since
the early years of the century has the rate been as high—foreign
and domestic demand increased, and the nation’s productive capacity
expanded rapidly in terms of both physical capital and manpower
resources. A million and a quarter people were added to the working population
in ten years, more than the entire labour force of the four Atlantic Provinces
and British Columbia, combined. In the last five years alone the increase was
almost eight hundred thousand.

Table 1
Charges in the Civilian Labour Force: 1950-1960
Thousands Percent
TID0-1960 . . farols st o wals o T ANl 1,230 23.8
1980=1955 . ;.5 . i iaiilie S slaa O OU 450 8.7
1955-1960 7.5 4, AGS 10 BT Sy 780 13.9

Immigration was an extremely important factor in the growth of man-
power during this period. From 1950 to 1959 over a million and a half people
came to Canada, a large proportion of them young men and women in their
twenties and thirties. Half of them or more moved immediately into the labour
market while others who were not yet of working age completed their schooling
and entered the market gradually over a ‘period of years. However, the move-
ment of people across Canadian boundaries was not all in one direction, and
while immigration was numerically much greater than emigration the latter
was a factor of not insignificant proportions. It is estimated that six hundred
thousand people left the country in the ten years and that their departure
represented a withdrawal from the working population of perhaps 250 thousand
people, most of them in the young adult age groups. The net gain to the
Canadian labour force as a result of these international movements was there-
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fore roughly six hundred thousand. In other words, close to one half of the
increase in the Canadian labour force during the past ten years was the result
of net migration.

Table 2
Immigration to Canada: 1950-1959
Thousands of Persons Thousands of Persons
990 SIRLGL .. .. ... 74 (T S R 110
BORL NN R 194 B L L . B o 9 165
1052 s .8 a8 164 O0T i sotsaC) Sebwiy B omipne 282
008 e bk S S 169 ;12T RN o R 125
PO5 . diwons. adh .m0 . 154 1969 codia. cpaad .« sxpmn - 107

The trends in the domestic population have been conflicting and offsetting.
In the first place, the numbers of young people in the population have reflected
the changing birth rates of fifteen or twenty years earlier. The fifteen-to-
nineteen-year-olds of 1950-54 were the children of the 1930’s, a decade in which
the Canadian birth rate reached the lowest point of a long-run decline. The
fifteen-to-nineteen-year-olds of today were born during the war years when
the birth rate was rising, and those of 1965 were born during the immediate
post-war period when the rate was consistently at a high level. There were
almost sixty percent more children born in the first five years after the war
than in the five years just before the war and the “population bulge” is now
moving through the schools and into the labour market.

Table 3

Population 15-19 Years of Age in Selected Years (June 1)
and Number of Live Births 15-19 Years Earlier

Population 15-19 Number of Live Births
Years of Age 15-19 Years Earlier
(Thousands) (Thousands)
1980 ol bt S il 1,080 1,180 (1931-35)
1988 -5 Y. ADUSWIRALRG., 1,140 1,180 (1936-40)
000 - I sl Ton o 1,380 1,430 (1941-45)
108G L Asaive | o g gl 1,740 (forecast) 1,820 (1946-50)

This increase in the number of young people has been well publicized.
What is perhaps not as widely recognized is the extent to which it has been
offset by a decline in the “participation rates” for young men, that is by a
decline in the proportions of young men who belong to the labour force. In
1950 about 56 percent of the civilian male population 14 to 19 years of age
were in the labour force; in 1960 the proportion is only 43 percent. This is a very
considerable reduction in ten years. In spite of the fact that males 14 to 19
years of age increased in number by more than 200 thousand the labour force
in this group was practically unchanged. The reason, of course, is the prolonga-
tion of the period of education. Instead of entering the labour market at, say,
16 or 17, young men are entering at 17 or 18, and the average age of entrance
continues to rise. The effect of the “population bulge” is being modified. Its
impact is being felt more gradually and over a longer period than would
otherwise have been the case. The contraction of the male working life at the
other end as a result of the tendency towards earlier retirement has been an
additional offsetting factor.
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Table 4

Labour Force “Participation Rates” in Different Age
Groups, Men and Women: 1950 and 1960

- Men ‘Women
1950 1960 1950 1960
% % % %

Under 20 (14-19) ........... 55.9 42.8 33.0 32.8
2022802 5, 20, AEHGRHOAL. M o 93.0 91.4 46.4 48.1
28264 50 vk v e Akn (UEYA 95.3 95.7 20.2 - 27.4
B9tand OVer s 1\ cnnt s ik BT et 40.4 30.1 4.2 5.5
All Ages 14 and Over .. .. 84.0 80.8 23.2 27.8

If there have been restraints of this kind on the growth of the male
labour force, no such restraints have impeded the growth of the female labour
force. The number of working women has increased with great rapidity—
almost fifty percent in ten years. The most striking development has been the
very rapid rise in the participation rates for women over thirty or thirty-five,
a reflection of the greatly increased numbers of married women who take jobs
after the early child-bearing ages. Although the female labour force represents
only a quarter of the total the increase in the number of women in the past
five years has been almost as large as the increase in the number of men.

In addition to these factors there is another that has been of considerable
importance in the past ten years and which promises to be of some importance
in the years ahead. I refer to the transfer of manpower from the farm sector
to the non-farm sector of the economy. Throughout the last decade agriculture
exhibited a pronounced, continuous, and geographically widespread, decline
as a source of employment, both in relative terms and in terms of absolute
numbers. The farm labour force fell by 340 thousand in ten years—from over
a million in 1950 to less than seven hundred thousand in 1960. In other words,
the non-agricultural part of the economy was required to absorb not only
all of the million and a quarter increase in the nation’s labour force but also
an additional 340 thosuand people for whom farming no longer provided
employment.

Table 5

Changes in the Agricultural and Non-Agricultural
Labour Force: 1950-1960

Labour Force

(Thousands) Change

1950 1960 Thousands Percent
Agricultural Labour Force .......... 1,020 680 -340 -333
Non-Agricultural Labour Force ...... 4,140 5,710 1,570 37.9
Total Labour Force ........... oot iid 5,160 6,390 1,230 23.8

The exodus from agriculture is predominantly a movement of young people.
The children of farm families finish their schooling and leave to seek employ-
ment, either immediately or perhaps after a few years. The rates of movement
for men and women in their late ’teens or early twenties are surprisingly
large. Of the young people 15-19 years of age and living on farms at the 1951
census, two-fifths had gone by the time the 1956 census was taken.

The broad regions of Canada have not shared equally in the labour force
growth of the last decade. The most rapid expansion has taken place in
British Columbia and the Central Provinces. The Atlantic Provinces have
experienced very little growth, while in the Prairies, although the rate has
been higher, it has been well below the national average. In the main, these
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differences are products of the pattern of location of foreign immigrants and
of interregional population movements. Eighty-five percent of all immigrants
to Canada in the last five years indicated that they were going to Ontario,
Quebec, or British Columbia, and only fifteen percent stated that their destina-
tions were elsewhere in Canada. In addition, there have been continuous
movements of people out of the Atlantic and Prairie Regions, again primarily
young adults. The result is that the labour force has become geographically
more concentrated. Ontario and Quebec alone now account for roughly two-
thirds of the total.

Table 6

Regional Changes in the Labour Force: 1950-1960
Labour Force

(Thousands) Increase

1950 1960 Thousands Percent
Atlantic Provinces .... ......... 520 560 40 7.
QUPHEO - 2t Fhicr oy pedin bhnce + Rl 1,430 1,790 360.....25.2
(67177 1o 0 AR S P e 1,830 2,370 540 295
Prairie” ProVINees ..’ .. ces swisss 950 1,100 350 . '15.8
Britishi Columbiaal.. ............ 430 570 140 32.6
WOLaTSsIL W ST S AL RIS 5,160 6,390 1;230:,23.8

In summary, then, the labour force has grown rapidly, and particularly
rapidly in the last five years. Immigration has been one of the most important
factors. The participation rates for young men and older men have fallen
as the male working life has been contracted at both ends and this has held
the male working population partially in check. On the other hand, the rates
for women over thirty or thirty-five have risen sharply as increasing numbers
of married women have taken jobs, and the female labour force has grown
proportionately almost three times as rapidly as the male labour force since
1950. Agriculture has continued to decline as a source of employment, thus
increasing the number of workers which the non-agricultural part of the
economy has been required to absorb. Finally, growth has been greatest in
the most highly industrialized regions of Canada. These were the significant
developments of the last ten years. Now let us look at the prospects for the
first half of the 1960’s.

II. The Lai)our Force in the Next Five Years

Forecasting is nearly always hazardous and forecasting the labour force
is no exception. We know quite accurately what the population is today, and
by allowing for normal mortality we can predict, almost as accurately, how many
people now living in Canada will be alive in each age group five years from
now. On the basis of recent trends we can make a reasonable estimate of the
number of people who will move to the United States or elsewhere. The
changing participation rates are more troublesome, particularly the female
rates. It seems clear that the proportion of married women who are in the
labour force will continue to rise. The trend is well established. However,

" unpredictability is a characteristic not infrequently attributed to the fair
sex, and just how rapid the rise will be is largely a matter of conjecture.
A more serious problem, though, is the difficulty of forecasting the number
of immigrants. Indeed, I shall make no attempt to do this, except within. a
rather wide range. It seems unlikely that in the next five years immigration
will reach the Jlevels of the last decade. However, to a considerable extent
the rate will be determined by government policy and I shall try merely to
indicate the effects that different rates might have on the labour force. My
projections are presented in detail in appendices to this report.
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Immigration was running at an annual rate of just over one hundred
thousand in 1959 and the first part of 1960. If the average rate over the next
five years were to be 100 thousand, and allowing for an annual loss through
emigration of 70 thousand, the labour force might be expected to increase in
total by about 750 thousand by 1956. Should the immigration rate fall to 75
thousand, which would be extremely low by recent standards, lower than in
any year since 1950 and less than half of the average rate in the last decade,
the labour force could be expected to grow by a little less than 700 thousand.
If, on the other hand, the rate were to climb to 125 thousand the increase might
be a little over 800 thousand. The forecast range, then, is roughly 700 to 800
thousand. These predictions, it should be noted, are based on rather con-
servative forecasts of the increase in the participation rates for women. I have
assumed that the rates will continue to rise but less rapidly than in the last
five years. Should this assumption prove to be wrong, the increase in the
labour force may be somewhat greater than these figures indicate.

Table 7

Forecasts of Labour Force Growth: 1960-1965

Increase in Labour Force
Thousands Percent

If Immigration is 75,000 per year—

MICI 5o s vinieiiin o e ey o s o SN LP N C NN 360 7.6

Weineh: 3 ., UNHEST ONWTRI S8USTINE IIFOTEssaad, | 325 19.8

Both Sexesvehla: bt (asntiatiaw sotbmmiaiiagoi 685 10.7
If Immigration is 100,000 per year—

3 = TR g O IRy LML A T A o 410 8.6

B s7 0 ¢ Vo0 o IS el AR N s Y i e M 340 20.7

o {917 0 W o o R bbb o ey s B s gl B 750 y & B
If Immigration is 125,000 per year—

MENR G (5710 S8 CHaBIow. i SR aEnD . (Dol siiao 450 9.6

Womett: L Uz akriasgo et Asiheoneinsniiom 3. ¢ 360 21.7

Both /SeXes s .unaltlt - vleartallV S it i fateslape 810 12.7

The labour force has grown substantially in recent years and clearly it
will continue to grow substantially between now and 1965. Taking the period
as a whole, though, there will be no sudden “explosion”. The tendency for
men to stay in school longer and to retire earlier will continue to offset in part
the increasing numbers of young people in the population, and annual immi-
gration will probably be less than in the last decade. The overall rate of growth
in the next five years will probably be of the same order of magnitude as the
rate in the last five. As my predictions indicate, it may be a little lower. From
1955 to 1960 there was an increase of 14 percent. For the period 1960 to 1965
I have forecast an increase of 11 to 13 percent. The female labour force, which
now constitutes a quarter of the total, will grow proportionately more rapidly
than the male labour force, and women may account for some two-fifths to
one-half of the total increase. As would be expected, the highest rates of in-
crease for men will be in the young age groups.

Immigration will continue to be an important factor in determining the
rate of labour force growth. To an increasing extent, though, new members
will come from the domestic population. One consequence of this is that the
Canadian government will no longer be able to exercise the same degree of
control over the increasing supply of labour. During the years when immigra-
tion was a more important factor the government had at its disposal an
effective tool. i
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Table 8

Contributions of Changes in the Domestic Population and Migration to Changes
in the Labour Force: 1950-1955, 1955-1960, and Forecasts for 1960-1965

(Thousands)

Factors Contributing to Changes

in the Labour Forces 1950-55  1955-60 1960-1965

((Low)’ “ Medium)) ‘KHigh"

Changes in the Domestic Population 150 500 645 645 645
Nel MIBTatIORN. . - S it s 2o S isaboinece ois 300 280 40 105 170

R B e - Prte e s 3w i, g 410 420 190 255 320

s L a L e e R —110 —140 —150 —150 —150
Total Change in Labour Force ..... 450 780 685 750 815

It could, so to speak, turn the tap on or off as the situation seemed to
warrant. (I am not suggesting that to do so is either desirable or undesirable
on economic or any other grounds, but it is obviously an effective way of in-
fluencing the supply of labour). In the years ahead the government can still
turn the tap on or off to some extent, but the large numbers of young people
moving up through the population and the increasing participation of married
women ensure a substantial increase in the labour force regardless of what
happens to immigration. Even in the unlikely event that immigration came
entirely to a halt the labour force would probably grow by roughly 500
thousand, which is more than it grew from 1950 to 1955 when over 150
thousand people a year were coming to Canada.

The farm working force will almost surely decline further, although there
has been evidence in recent years that the rate of decline is slowing down.
In the past five years the farm force has fallen by 150 thousand. In the next
five years it may drop by another 70 thousand, and this would represent a
further increment to the number of people for whom the economy will be
called on to provide jobs. Although, as I have noted, there will be no sharp rise
in the rate of growth of the working population, taking the five-year period
as a whole and comparing it with the last five years, it is nevertheless obvious
that a substantial increase in employment will be needed between now and
1965 if all of the additional people in the non-farm labour force are to be
absorbed and if the existing pool of unemployment is to be reduced. As a
preliminary estimate, persons without jobs and seeking work may average
about 400 thousand this year, or just under 6% percent of the labour force.
If this proportion is to be'brought down to, say, 3 percent, about one million
more jobs must become available between now and 1965. This would represent
an expansion of non-farm employment of about 18 to 20 percent, a rather
large increase for a five-year period. For comparison, the increase from 1950
to 1955 was 15 percent and from 1955 to 1960 it was roughly 17 percent.
Whether the increase in.the demand for goods and services will be sufficient to
induce an increase in output and hence in employment of the required magni-
tude is, of course, one of the important questions of the day, and one on which
later reports to this committee will no doubt throw some light.

1. Non-farm employment in 1960 ...............c.civiunnn 5,320,000
2. Persons without jobs as percent

ot theylabour force ina1960 e :m vid sicsia. & sorsios s vi 54 s aeits 6.3%
500 Bhig A8 K0 - BE T $0. 1oh ¢ wiansss > samelds +ivmirivers sois pisemebie s o 3%

4. The non-farm sector of the economy
must provide jobs for the following:

(a) people added to the labour forée .......... 700,000-800,000
(b) people displaced from agriculture ........... SRR 470,000

(c) people to be absorbed from the
existing pool of unemployment .................... 200,000
LML ¥ 20 wad b o i Jowgmie - aaws -ovons +x970,000-1,070,000

. 5. This means that non-farm employment
must increase in five years by ..........cciiiniinan..n e...18-20%
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III. Employment Since 1950: Longer-Run Trends

I turn now to a consideration of trends and variations in employment. I
should like to comment first on the longer-run trends of the last decade before
turning to more recent developments. Employment has, of course, increased
substantially since 1950. A million more people are at work this year. At the
same time there have been important shifts in the industrial composition of
employment. In 1950 twenty out of every hundred people who had civilian
jobs were working in agriculture. Another four were engaged in the other
primary industries. Manufacturing accounted for twenty-seven and construc-
tion for seven. Altogether, fifty-eight percent of civilian workers were engaged
in the production of goods. The remaining forty-two percent were to be found
in industries producing services. This group includes transportation, communi-
cation, public utilities, retail and wholesale trade, and finance. It includes pri-
vate professional practices, such as those in the legal and medical fields. It
includes hotels, restaurants, theatres, barbershops, laundries, and so on. Finally,
it includes community service establishments, such as schools and hopitals, as
well as the departments of government at all levels. Such, then, was the
distribution at the beginning of the last decade—fifty-eight percent in goods-
producing industries, forty-two percent in service-producing industries. By the
end of the 1950’s the pattern had changed markedly.

Table 9

The Percentage Distribution of Employment by Industrial Groups:
1950 and 1959

1950 1959
% %
I. Goods—Producing Industries
Agriculture; v cvpsrt £ - Hodaa aiend -k 0. s@R oA 20.4 11.8
Qther PHMAanY o wbdad's droidalosos - Sretsbprmis it s 3.9 3.4
ManufaChiiIing . ;. ail it -aontr: 2ol sadiliaddinarsal 26.6 25.5
CON ST T Ot QI i o e~ s 2 i ot el icne s oty e 6.7 7.6
b2 - ) T e T R e e 57.6 48.3
II. Service—Producing Industries
Government and Community Service .......... 10.7 14.4
Other .70 U300 0A0s, (RA0 . (BRSNSl 31.7 37.3
Total 290480, &8 ARt LR 30, ~3Y 42.2 51 7
TOTAL;, ALL: INDUSTRIESS ;v 5503 st Soisie s 100.0 100.0

I

Agriculture’s share had fallen to twelve percent and there had been de-
clines in some of the other primary industries. Manufacturing’s share had
dropped a little. There had been gains in the construction industry, but in
the aggregate the goods-producing group now accounted for less than half
of civilian employment. The service-producing industries had increased their
share from forty-two percent to fifty-two percent, a very considerable shift
in such a short period of time.

It is convenient to classify industries into four groups: those in which
there was a “rapidly rising” employment trend (I shall refer to these as the
“A” group); those in which there was a “moderately rising” trend (the “B”
group); those in which there was little or no trend in either direction (the
“C” group); and those in which there was a significant downward trend (the
“D” group). A classification of this kind is provided in Table 10. The classi-
fication, although not exhaustive, includes most of the major industries. Any
industry in which there was an increasing employment trend of two and one-
half percent per year or more was placed in the “A” group. If the rate of in-
crease was between one-half and two and one-half percent the industry was
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placed in the “B” group. If there was no trend, or if the trend was either
upward or downward but not more than half of one percent a year, the indus-
try was assigned to the “C” group, and if there was a declining trend in
excess of half of one percent it was assigned to the “D” group.

The declining-trend industries, the “D” group, are, for the most part,
well known. Employment in coal mining has been cut roughly in half since
1950, and in gold mining by about a quarter. There was a sharp reduction in
the agricultural implements industry after 1952, and the ground has not been
recovered. The textile, clothing, and leather products industries have been
chronic “soft spots”. The railroad and rolling stock equipment industry has
declined markedly since 1952, and the motor vehicle parts industry, while re-
flecting the short-run fluctuations of the market to which it is linked, has
displayed a noticeable downward trend. Employment in the railways has fallen,
particularly since 1956, and there has been a persistent drop in urban and
interurban transportation. These are the industries with declining trends. The
industries which did not decline significantly but which nevertheless failed to
share in the general expansion of employment, the “C’’ group, includes saw and
planing mills, the motor vehicle industry proper, the rubber products industry,
and the water transportation industry.

At the other extreme, nearly all of the service-producing industries are
in the “A” group, the rapidly rising group. The list includes air transport,
trucking, radio and television broadcasting, the telephone industry, electric
light and power and other utilities, wholesale and retail trade, finance, in-
surance, and real estate, business, recreational, and personal services, govern-
ment, and community services.

24133-1—2
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TABLE 10.—CLASSIFICATION OF CANADIAN INDUSTRIES BY EMPLOYMENT TRENDS:
1950-1959

Not Increasing Increasing

Little
Declining Change Moderately Rapidly

C B A

I. Goops-PRODUCING INDUSTRIES—

ORI, R D L N LN A F A L 40 X
Oiliand Natural Gas: i. :2: 2 paimreianina b wadasssastihmidessidom s, X
Other Non-Metallic: PPOGUCHS. ...« sois + peaisidis s stk 5 st ds R mogin s S50 =

X
M AN PACTIRIN G- v s & oo s hutia s 31a i o Adgic S siate s SRS B o4} o s LRSS O e S B X
Durable Godds Industries?. .75 LG EE 5 S0 VI IR ) X
Wood:Produeta:. .ciaisdurs i meltsabboin Bdaldn Joohin X
Saw and Planing Mills. . .........co0vvneinninnnnnnn X
Troh-and Btedl Products. . 20 R e s ey X
Agricultural Implements............... X
Machinery ManufaCburing .. .cove st » 5w snme sBas s A sl a3ait ao s
Primary Tron snd SIoel: . i o e o e R s Py
Transportation Equipment. 4 s i 30 Ma. 20 e s iigs
Motor VeRioles. c..ir - vttt - va prinas » ue rerinistiog < np b " X
Motor Vehicle Parts and Accessories. . . X
Railroad and Rolling Stock Equipment X
Shipbuilding and Repairing. ... ........cooviuiiiieineninaeinns
Non-Ferrous Metal Products......................cciinne..
Electrical Apparatus and Supplies. ...,
Non-Metallic Mineral ProQUGES. .. i .« s sl s s smomwebisamss senibiats s porar of X
Non-Durable Goods Induslries. ... s .« - v« ouietssomms oasanavmsssinsne
Food and Beverages!: Inligeriio o S oemedon 55 v R 0
Tobacco and Tobaceo Products. ...........ovvuiuiiiieiiiiianennns
Rubber ProdUeES o syt s v s s s s Ll b s s R aas X
Leather Produets.............. Mt e X
Textile Products (Except Clothing)......... X
Clothing (Textile and Fur)................. X
Paper Prodtioth. . .. St o vt Bl ol leoats o2t cod e « L i e i} - r Sl X
Prmtitig, Publisling iatel. .. 207 Sanss Vo ranana e wa s s is e X
Products of Petroleiim ad Comls.s i s 5k 6idal i s daahn Saaiins s S8 10 ofovs st TenE
Chemical Producta . BaaBaaiatons. . Juey o ce b daomdeacomasin » 4o 8ne ss s s smeath
Miscellaneous INGUSTIIBE: . --ecvs b dsissine & glasiss s mn's S5 smasons o s 3k X

CONBIRUCTION. . . oo i isos 50005 b A irsiae e in e b WA S e oA a8 7ls s o A T v Ts L S AT

slalsl

alats

alalsl

ala

II. SERVICE-PRODUCING INDUSTRIES—

TRANBPORTATION: . - ool S st Gaibe o sv sss s 50 5o o e e R SR X
AT TIRISPOM ..o or s ies s T e sl aramin b o T ORSSANG Ce o0 sty 374 18 et ei ity
BRAIIWAYE. .o o tine et hiett i SR RS e S SIS X
Water Transportation . ;. s i s sies oo neie s oisiuisme s X
Urban and Interurban Transportation.......... X
Truck TranspoPtation. . . ... e« s sk senmin s omsbmatas e s <M oo o7 s s PEEGRE R s ¥ s

il

COMMUNICATION. . . .o Ly 5 oopsa biiip ol e a3 4o AT Mt S U TR
Radio and Television Broadoasting. . ..... s b bt sobaavviiant oo, dodts AN 00 08
Talephons. . . ..c.v v v s » ooibs e oeisiea s el i K s b 1eidr - et LI TR

PUBLIC UTILETIRS. . .ocovvs o oaioininle wibshe oo sl fihane Soroilh s SRRV TOMRE by o & b eiarais: kppum s staratin
Eloctric Light and PowWer. ... .. .5 st o e et s oz o 746 i Siae K yiatioe
Other Pablig Utilitieg.. . L55lak. . L ofhc s 3o nn it P S e Lo 0%, 0 RPN e

FINANCE, INSURANCE, AND REAL ESTATE...........ccoivnnnenennes
Banking, Investment, and Loan.............cocouvuiininienenss
IOBUPRN0O. . .., ¢ oo vn ot ooimiy it o oo pobinte s S s e Pt i o L R

BusiNess, RECREATIONAL, AND PERSONAL SERVICES
GOVERNMENT AND COMMUNITY SERVICES. ... 0uounonnnessosisssnnsnassesssssnsssses

=
&
>
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=
PP DA D DA A M

Group A: Increasing with annual rate 2.5% or more

Group B: Increasing with annual rate between 0.5% and 2.5%
Group C: Annual rate not greater than 0.5% in either direction
Group D: Decreasing with annual rate greater than 0.5%
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The goods-producing industries are conspicuously absent from the rapidly
rising group, but there are a few exceptions. Employment in o0il and natural
gas extraction more than doubled over the decade, and in the mining of metals
other than gold the rate was alrost as great. Less spectacular but nevertheless
rapid growth was displayed by the construction industry and by the industries
manufacturing chemicals, petroleum and coal products, and non-metallic
mineral products.

The differences between the rates of growth of the goods-producing and
service-producing industries stand out clearly in Table 10. One consequence
of the rapid expansion of the service-producing industries has been a marked
increase in the number of jobs for women, with the result that the economy
has experienced little difficulty in absorbing the large additions to the female
labour force of the past five or ten years. Indeed it is probably safe to assume
that the increase in job opportunities has itself been an important factor in
drawing women into the labour market. The number of women working in
retail and wholesale trade grew by more than forty percent from 1950 to 1959.
In finance, insurance, and related industries the increase was over fifty percent,
and in the service group proper it was more than sixty percent. In government
and community service alone female employment practically doubled.

IV. Employment Changes in Recent Years

Let us look at the more recent changes in employment. The most significant
features of the last few years have been the continued rapid growth of the
labour force and the relatively moderate expansion of employment following
the 1957-1958 recession. Table 11 indicates more precisely what has been hap-
pening to employment. In this table I have compared the actual changes from
the first half of 1957 to the first half of 1960 with the changes that would
have taken place if employment had grown in each industrial group at the
average rate of the last ten years. The first half of 1957 was roughly the
period just before aggregate employment started to turn down in the last
recession and the 1957-1960 changes give an indication, therefore, of the
extent of recovery following the recession.

Table 11
Changes in Employment from the First Half of 1957 to the First Half of 1960
Change that
would have
occurred at
Actual Average 1950-
Change 1959 Rates
(thousands) (thousands)
Goods-Producing Industries ...... —160 20
Agriculture ..... T S SN —80 —80
Non-Agricultural Industries ..... —80 100
Service-Producing Industries ...... 380 350
Total, All Industries ... .. 000080 220 370

In broad outline the picture is clear. The goods-producing industries con-
tracted their working forces in the 1957-58 recession and during the subsequent
period of recovery failed to expand sufficiently to regain the ground that was
lost. Agricultural employment, of course, has been declining steadily for a long
time and this decline merely continued. Other primary industries, particularly
forestry, experienced substantial reductions. In manufacturing the reduction
was in sharp conmtrast to the increase that would have occurred if the industry
had expanded at the average 1950-59 rate. The same is true of construction.
The service-producing industries, on the other hand, continued to expand

24133-1—23
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rapidly and, in fact, the rate increased somewhat. However, while the increases
in this sector provided an important mitigating influence, they were not suf-
ficient to offset the changes in the goods-producing industries, and, in total,
employment grew at a rate which was well below the 1950-1959 average, and
which was not high enough to permit the economy simultaneously to absorb
additional labour force members and to provide the number of new jobs
necessary to reduce unemployment to pre-recession levels.
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TABLE 12.—CLASSIFICATION OF CANADIAN INDUSTRIES BY EMPLOYMENT CHANGES
FROM THE FIRST HALF OF 1957 TO THE FIRST HALF OF 1960

Decrease Increase

7 6% or Less than Less than 6% or
More 6% 6% More

I. Goops—PRODUCING INDUSTRIES—

MANURPAOTORING: 1 has « eslesi i « T haidiaras 1 v 8o Bemoaas v oos sl e X
Durable Goods Industri
Wood " Rrodiets. 2 LR LY LB KR AW BELCET X
Hovnand Planing MAMEIA N x i lavinwa c avdiiads Josesiens 1o 8e X
Iron and Steel Products....... ; X
AT ICUITRPIIN I DI IIEnEE. . [ i S v s s Nl o o o X
Machinerf' Manufa;cturmg .............. X
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IOBOT.Y GRUOTON <« oo oo L o ods o o6 Sysiae s X
X
X
X
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Chart 1

EMPLOYMENT INDEXES AND “TREND LINES” FOR
SELECTED INDUSTRIAL GROUPS
Annual Averages : Index 1949=100
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NON-DURABLE GOODS

100 = 120—
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Note : 1960 figures are preliminary estimates.
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Now let us take a closer look. Table 12 provides a detailed classification
of industries by employment changes from the first half of 1957 to the first
half of 1960. Industries are classified according to whether they declined or
increased, and whether the change was more or less than six percent. An
examination of the table reveals a number of significant features. First, the
differences already noted between the goods and service-producing industries
stand out clearly. Within the goods-producing group the list of declining in-
dustries is long and there is a heavy concentration in the six percent or more
group: forestry; coal; many of the industries manufacturing investment goods
or consumer durable goods, such as machinery, transportation equipment of all
kinds, and electrical apparatus. Employment in the manufacturing of non-
durable goods has declined but, on the whole, not as sharply (there are some
notable exceptions, though, such as the rubber goods industry and parts of the
textile industry). A few goods-producing industries have expanded rapidly,
but these stand out as exceptions. Within the service-producing group the
pattern is equally clear. There is a heavy concentration in the increasing em-
ployment class and particularly in the six percent or more class. Again there
are exceptions, most notably the railways, which experienced a sharp reduction
of working force, but these are conspicuously few.

The industries which have failed most notably to recover from the 1957-
1958 recession are, in the main, the industries that have always contributed
heavily to employment fluctuations. Firms that manufacture industrial ma-
chinery and equipment are notoriously volatile. The same is true of the con-
struction industry, forestry, and the manufacturers of durable consumer goods.
In addition, there are, of course, areas of chronic weakness, industries in which
there have been serious employment problems extending over many years.
I have noted these. But these are special cases and it is not these industries
that are primarily responsible for the current level of unemployment.

This is a point that is worth emphasising, and I refer you to Chart I. This
chart presents annual employment indexes for the period 1950 to 1959 and
estimates for 1960, for selected industrial groups. The straight lines drawn
through the series represent “trend” lines or “average paths of growth” in the
1950’s. I draw your attention to the fluctuations of the employment indexes
around these ‘“‘trend” lines. These fluctuations indicate the type of stability
or instability to which I am referring. Industries such as retail and wholesale
trade, finance, and services, exhibit comparatively little fluctuation and have
tended to expand smoothly and consistently. Construction and durable goods
manufacturing, on the other hand, are extremely volatile and exhibit wide
cyclical fluctuations around the “trend” lines. I have not included forestry
in the chart but this industry is also extremely volatile. It is these unstable
or volatile industries that contribute most to instability in the labour market
and which generate wide swings in unemployment, and it is these industries
that have contributed in large measure to the current situation. After previous
post-war recessions the construction and durable manufacturing industries
were able to rebound rapidly, taking up much of the slack in the labour
market as they expanded, whereas since the 1957-1958 recession they have
failed to do so and this has been a major factor in the present situation.

Changes in the durable goods manufacturing group are of particular im-
portance in the present context. Chart 2 presents employment indexes for
some of the component industries within this group. The industries have been
selected for illustrative purposes. As you can see, employment has been par-
ticularly hard hit in secondary durable goods manufacturing industries such as
machinery manufacturing, the automotive industry, the shipbuilding industry,
and the electrical manufacturing industry. In some of the primary durable
goods industries the situation is better, but even here there has been a failure
to provide adequately increasing employment for an expanding labour force.
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Chart 2

EMPLOYMENT INDEXES AND “TREND LINES” FOR

SELECTED INDUSTRIES WITHIN THE DURABLE GOODS
MANUFACTURING GROUP
Annual Averages : Index 1949=100
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V. Unemployment in the Post-war Period

I turn now to unemployment. The Dominion Bureau of Statistics, in pre-
senting the results of its monthly labour force survey, has recently adopted
a new “official” measure of unemployment. This measure differs from the older
“persons without jobs and seeking work” series in that it includes persons
reported as being on temporary lay-off with instructions to return to work
within thirty days. It was adopted on the recommendation of an interdepart-
mental committee of civil service experts and I believe that the change has
generally been regarded with favour. The new concept is a reasonable one.
However, in practice the inclusion or exclusion of people on temporary lay-
off usually makes comparatively little difference to the figures. In the last
three years it has raised the unemployment figures by only seven per cent, on
the average. Certainly the basic trends and variations in unemployment are
evident regardless of whether one uses the old or the new measure. Because
of this, and because of the difficulty of revising, in a short space of time, work
that had already been completed, I have continued to use the old measure in
this report.

Unemployment is the product of a divergence between the demand for
labour and its supply. It is important to recognize that comparatively small
proportionate changes in employment can produce wide swings in the numbers
of persons out of work. Suppose, for example, that 97 per cent of the labour
force have jobs and three per cent are unemployed—these were roughly
the average proportions in the ‘“boom” year 1956. If employment then falls
by merely three per cent, unemployment will double.

TABLE 13.—LABOUR FORCE, EMPLOYMENT, AND UNEMPLOYMENT: 1950-1960
(Annual Averages)

(Note: 1960 figures are Preliminary Estimates)

R Persons without
Total Civilian Persons Employment Unemploy- Jobs and
Labour Force with Jobs Rate ment Rate Seeking Work
(thousands) (thousands) (%) (%) (thousands)
5,163 4,997 96.8 3.2 166
5,223 5,117 98.0 2.0 106
5,324 5,195 97.6 2.4 129
5,397 ) 5,260 97.5 2.5 137
5,493 5,258 95.7 4.3 235
5,610 5,378 95.9 4.1 232
5,782 5,602 96.9 3.1 180
6,003 .5,746 95.7 4.3 257
6,127 5,722 93.4 6.6 405
¥ 5,878 94.4 5.6 350
6,391 5,989 93.7 6.3 402

At no time since the war has the annual average employment rate fallen
below 93 per cent or risen beyond 98 per cent, a spread of only five percentage
points, yet the number of persons out of work has varied from an annual aver-
age of roughly 100,000 to 400,000. Employment need not fall at all in order
for the level of unemployment to rise. All that is necessary is that employment
increase less rapidly than the labour force, and this is what has happened in
Canada in recent years. Employment has continued to increase, apart from the
usual seasonal and other short-run variations, but the labour force has increased
more rapidly. This is illustrated in Chart 3 which records the annual averages
of the labour force since 1947, the annual averages of employment, and the
gap between the two which represents unemploymént. As the chart reveals,
the gap has been widening over a period of years.
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Chart 3.
THE LABOUR FORCE, EMPLOYMENT AND UNEMPLOYMENT
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The term ‘“creeping inflation” has become firmly embedded in the language
of North America as a means of describing a gradual process of increase in the
general price level. More recently, the term “creeping unemployment” has
been coined. If you will look at Chart 4 you will see recorded there the un-
employment rates, that is the average annual percentages of the labour force
out of work, for the years since 1947. Unemployment is a cyclical phenomenon,
of course; it rises and falls with the changing “business cycle”. In Canada there
have been three full cycles in the post-war period, and their effects are re-
vealed in the chart. But the most striking feature is the upward drift of the
rates throughout the period. In each successive recession the rate has risen
higher than in the previous one, and in each period of recovery it has fallen
less. The three peak years are 1950, 1954, and 1958. In 1950 the average rate
was 3.2 percent; in 1954 it was 4.3 percent; and in 1958 it was 6.6 percent,
more than double the 1950 rate. Similarly, in 1951 the rate fell to two percent;
in 1956 it fell to 3.1 percent; and in 1959 it fell to 5.6 percent, which was
almost three times the 1951 rate. Since the latter part of 1959, and throughout
the current year, the rate has been climbing again, apart from the usual
seasonal movements.

Chart 4
PERSONS WITHOUT JOBS AND SEEKING WORK

AS A PERCENTAGE OF LABOUR FORCE "o,
Annual Averages 1947 -60

Per cent r cent

e g s o T S ety weriapl g W w1
1947 48 49 50 5| 52 5301541155 -565::57:1: 587 59:.1960

Note : 1960 fiqure is a prelminary estimate.
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The same process has been going on in each of the major regions. In each,
the unemployment rate has exhibited an upward drift over the past decade.
This is illustrated in Table 14 which presents the average rates for the period
1950-1954, the period 1955-1959, and preliminary estimates for 1960. The rates
have typically been highest in the Atlantic Provinces and Quebec, and lowest
in the Prairies and Ontario. The unusually low rate in the Prairies is in part
a reflection of the importance of agriculture in this region. Self-employed
farmers and members of farm families are virtually excluded from the unem-
ployment figures and the statistical rates for agricultural areas are therefore
usually very low. However, even when allowance is made for this the Prairie
rate remains well below the national average. The rates in different regions
have risen and fallen with the national rate but in the main the relationships
have remained the same. Clearly the situation observable at the national level
is geographically wide-spread. The Dominion Bureau of Statistics publishes
indexes of manufacturing employment for twenty-three of the largest urban
centres, based on its monthly survey of industrial establishments employing
fifteen or more persons. At mid-1960 the employment indexes were lower than
at mid-1957 in eighteen of the twenty-three centres. Because of the distribution
of the Canadian population and labour force, unemployment has always been
highly concentrated geographically. In terms of the 110 labour market areas
defined by the Department of Labour, and based on the distribution of reg-
istrants at National Employment Service offices, three areas—Montreal, Toronto,
and Vancouver—have accounted for about a third of the total in recent years
and ten areas for half of the total. There has likely been no very drastic change
in the degree of geographic concentration in the last five or ten years in spite
of the widely fluctuating level of unemployment and in spite of the changes that
have occurred in particular areas.

Table 14

Regional Unemployment Rates (Persons without Jobs and
Seeking Work as Percentage of the
Civilian Labour Force)

1960

1950-54 1955-59 (Preliminary

Average Average Estimates)
Atlantic Provinces ........c000s 5.2 8.4 9.4
Quebec £ oI . 2l 3.7 6.6 8.5
Ontario; ... .ot o g ol o e n i 2.1 3.5 4.7
Prairie Provinces ........s008. 1.7 2.8 3.8
British ColumBia: ... .. .= .o .8 3.6 4.9 7.4
Canada . /. ..l e o d oo 2.9 4.8 6.3

What has brought about the current situation? Why has the demand for
labour not increased more rapidly? In the main this question lies outside the
scope of my report. Professor Hood, in his report, will be concerned with this
important aspect of the problem, and no doubt others appearing before you
will have something to contribute. However, without attempting to find causes,
I have already pointed to those industries in which the failure to recover ade-
quately after the last recession has contributed most to the curtailment of
job opportunities. Referring again to Table 11, if the non-farm goods-producing
industries, instead of contracting after the first half of 1957, had continued
to expand employment at the average 1950-59 rates they would have employed
about 180 thousand more people in the first half of 1960 than they actually
employed. The increase in unemployment over the same period was very
close to this figure—about 170 thousand. Manufacturing alone would have
provided jobs for perhaps 80 to 100 thousand more people, and construction



MANPOWER AND EMPLOYMENT 29

for 50 or 60 thousand. I have indicated that the reductions within manufactur-
ing have been heavily concentrated in the durable goods industries and par-
ticularly among the secondary manufacturers of durable goods.

Let us turn to another aspect of the problem, the characteristics of the
people out of work. One of the significant features of unemployment is its
heavy incidence among young people. The rates for people under twenty years
of age are more than double the overall rates. For people in their early twenties
they are lower but still well above the average. The rates move up and down
with the changing level of unemployment, but the relationships remain the
same. Another significant feature is the difference in the rates for men and
women. The overall female rate is normally less than half of the male rate.
In large measure this is a reflection of the heavy concentration of the female
labour force in the service-producing industries in which employment has
been expanding both rapidly and in a smooth and orderly manner. To a lesser
degree it may also reflect a problem of measurement, namely that married
women who are out of work tend to report themselves as housewives rather
than as people who are seeking jobs.

TABLE 15,—UNEMPLOYMENT RATES BY AGE AND SEX (PERSONS WITHOUT
JOBS AND SEEKING WORK AS PERCENTAGE OF THE CIVILIAN LABOUR

FORCE)
1960
— 1950-1954 1955-1959 (Preliminary
Average Average Estimates)
Men Women Men Women Men Women
% % % % % %
Age Group

T e B S o 6.9 4.0 11.9 5.5 15.6 8.5
...................... 4.9 1.8 8.5 2.5 11.4 3.1
...................... 2.5 1.3 4.6 1.8 6.1 2.3
B O 2.6 j by 3 4.5 1.6 6.1 2.0

65and Over................ 2.6 — 4.0 — 3.8 —
Al Age8. Jv o vicrecd « dehs cob 3.2 1.9 5.5 2.5 7.3 3.3

TABLE 15—THE PERCENTAGE DISTRIBUTION OF UNEMPLOYMENT (PERSONS
WITHOUT JOBS AND SEEKING WORK) BY AGE AND SEX

1960
——— 1950-54 1955-59 (Preliminary
Average Average Estimates)

% % %
15 14 14
15 15 15
33 34 34
20 21

3 3 :
86 87 87

5 5 5

3 2 2

4 4 4

2 2 2
14 13 13
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The distribution of total unemployment among men and women and among
the different age groups has been surprisingly constant. Men account for a
little less than 90 percent of the total and men between the ages of twenty and
sixty-five for about 70 percent.

There is a strong relationship between education and unemployment. In
February of this year the Dominion Bureau of Statistics undertook a special
survey of the educational attainments of persons without jobs in connection
with its regular monthly sample survey of the labour force. The results were
striking. The unemployment rates for people who did not complete primary
school were more than twice the rates for people who completed primary
school but did not complete secondary school, and six times the rates for
people who completed secondary school. These results relate to a single survey
at the seasonal peak of unemployment, but there is every reason to believe
that, broadly speaking, they represent a general situation, that although the
rates vary from season to season and year to year, they are typically much
higher among people with little education, and that the rates decline sharply
as the number of years of schooling increases. Information bearing on the
relationship between skills and unemployment rates suggests, too, that the
rates are much higher for unskilled workers. The statistics of employment in
broad occupational groups indicate that it is the unskilled groups in which
employment opportunities have either declined in the last few years or at
least have failed most noticeably to increase with the growth of the labour
force. The construction industry is one of the largest employers of unskilled
workers, and the demand for labour in this industry has, in the most recent
years, been relatively weak.

Table 17

Unemployment Rates by Level of Education (Persons without Jobs and
Seeking Work as Percentage of the Civilian Labour Force):
Week Ending February 20, 1960

Persons who did not complete primary school .................... 19%
Persons who completed primary school but did not complete secondary
BCROOL. s oot himiios sl o b o 3 b g it s ARGENE v s m e kB .+ s o e ss s ter A 8%
Persons who completed secondary school ..........covvvuvine vuvuns 3%
All DErSORS . .iiui 55%h of b s B0 S PIRTLIG (3 SHRLYPIORTIN 4.0 9%

In summary, then, the rates of unemployment have shown a tendency
to increase with each successive recession since the war. In particular, the rates
have been substantially higher for men than for women, and have consistently
been highest among young people, the unskilled, and the less educated. The
service-producing industries have continued throughout the post-war period
to provide rapidly expanding opportunities for employment, but in recent
years the opportunities available in the goods-producing industries have ac-
tually contracted. These changes reflect some of the basic forces which are
operating in our economy, and which will be discussed in later submissions to
this committee.

Thank you.
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TECHNICAL APPENDIX A

The Projection of the Labour Force to 1965

The projection of the Labour force involved a number of individual com-
ponent projections:

(1) The Domestic Population

The estimated population of Canada nine years of age and over as at
June 1, 1960, was projected over five years by applying age-specific survival
rates. The projection was made by single years of age up to age twenty-four
(single-year age estimates for 1960 were constructed on the basis of the 1956
census single-year distribution projected over four years and adjusted to the
1960 five-year group totals). Beyond that age it was by five-year age groups.
Historical age-specific mortality rates were plotted and projected graphically,
and the results were used to calculate the survival rates. Projections of the
population fourteen years of age and over were made for each year from 1961
to 1965. For the single-year age groups these were obtained by projecting the
population year by year; for the five-year age groups they were obtained by
projecting the groups over five years and interpolating arithmetically between
1960 and 1965.

(2)The “Excluded” Population

The Dominion Bureau of Statistics in its monthly sample survey of the
labour force excludes four groups of people: (a) members of the armed forces;
(b) indians living on reserves; (c) inmates of institutions; (d) residents of
the Yukon and Northwest Territories (see the D.B.S. monthly report “The
Labour Force”). In order to maintain consistency with the D.B.S. estimates
these groups were excluded also in the projections. This involved making
graphic projections of the totals for each of the groups (b), (c¢), and (d), and
assuming that the most recent age distributions would be applicable in the
next five years. It was also assumed that the size of the armed forces would
remain unchanged at about 120 thousand and that the most recent age-sex
distribution would be applicable. The four groups were then subtracted from
the projection of the total domestic population fourteen years of age and over
to give what may be termed the ‘“domestic labour force population’.

(3) Immigf'ation and Emigration

Three separate rates were assumed for average annual immigration: 75
thousand; 100 thousand; and 125 thousand. Immigrants were treated as if
they all entered at the middle of the year ending May 31st, and in equal
numbers in each year from June 1st, 1960, to May 31st, 1965. Immigrants were
projected by applying the projected Canadian male and female age-specific
survival rates. The age and sex distribution of immigrants was assumed to be
the same as the average distribution in the five years 1955-59.

The same sort of procedure was used in projecting emigration, but here
only one _assumption was made as to the annual rate. It was assumed that
emigration would be 70 thousand per year. The age-sex distribution was based
on the distribution in the last five years of people moving to the United States
and reported in United States statistics as immigrant aliens admltted from
Canada (as birthplace). .

(4) Participatiop Rates

Annual average participation rates, i.e. ratios of labour force to popula-
tion, were projected separately for males and females in each of the age groups
for which the D.B.S. labour force survey provides information. It was assumed
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that recent trends would continue, though with allowance for some degree
of moderation in certain cases. Because of uncertainty about future cycles
and lack of clear historical evidence of the cyclical response of participation,
the rates were projected more or less in straight lines. These rates were then
applied to the combined projections of the “domestic labour force population”,
the projections of immigrants, and the projections of emigrants, yielding three
sets of labour force projections based on the three assumptions about im-
migration. The fact that the population relates to June 1lst while the labour
force projections are annual averages was considered to be of little
conseguence.

It may be noted that the application of the same participation rates
to migrants and domestic population alike is not wholly satisfactory. There
is reason to believe that immigrants and emigrants may have different age-
specific rates (particularly women). However, this is a rather complex matter
and to attempt separate projections for the different groups would have been
time consuming and very likely would not have affected the overall results
sufficiently to warrant the additional work. To indicate the nature of the
problem, it would not be sufficient merely to project the historical series of
Canadian rates and apply these to the domestic population, and then to make
separate estimates of rates for migrants. The historical rates probably reflect
not only trends in domestic participation but also the effects of the increasing
immigrant component of the labour force. It would therefore be necessary
to construct separate historical series of domestic rates and immigrant and
emigrant rates in order to provide a basis for projection. This would be a
difficult task, though perhaps not an impossible one given more time than was
available for the present project. The problem is further complicated by
the not unlikely possibility that the rates for immigrants may vary with
the length of time since immigration (again particularly in the case of women).
The rates for newly arrived immigrants may not be the same as the rates
for people who have been in the country one year, two years, three years,
and so on.

TECHNICAL APPENDIX B

The Calculation of Average Annual Rates of Employment Change for Table 10

Average rates of change are usually calculated by the method used in
calculating compound interest rates. Let average annual employment be x
at the beginning of a period of n years, and y at the end. The usual method
involves solving for i, the average annual rate of change, in

X

— = ([1+i)*

X
This calculation is affected by the selection of terminal points. In an industry
in which cyclical or other types of variations are large relative to the trend
this may be a serious difficulty. For instance, if employment is at a cyclical
high point at the beginning of the period and at a cyclical low point at
the end, this type of calculation may be quite misleading. In order to avoid
this problem a different method has been used, one which is relatively inde-
pendent of the terminal years selected. “Trend lines” were fitted to the
observations for the ten years 1950 to 1959 by the method of least squares.
If x(t) is employment in the year t,

x(t) = a+bt.

If it is expressed in units of whole years, the slope coefficient indicates the
arithmetic rate of change per year. In order to obtain a measure of -the
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relative annual change the slope coefficient was divided by the average of
employment over the ten year period. If X is this average, then

;=b><

is the relative measure of average annual change. This method is easy to
apply and for present purposes it is regarded as preferable to the more com-
mon compound rate type of calculation.

For most industries the rates were calculated from the employment in-
dexes obtained by the Domion Bureau of Statistics from its monthly survey
of establishments with fifteen or more employees. In a few cases the estimates
of persons with jobs provided by the D.B.S. monthly household survey of
the labour force were used. These cases include construction, agriculture,
and some of the services.

TABULAR APPENDIX A

HisToricAL AND ProJECTED PERCENTAGE CHANGES IN THE CrviuiaN LABour FORCE BY
AGE AND Sex: 1950-1965

Forecast 1960-65

it (1) ()}
1950-60 1950-55 1955-60 “Low” “Medium” “‘High”

% % % % % %
Men
Under-20«vcivvvvvre i coves 2.0 -7.1 9.8 17.0 17.6 18.1
PPN ooy o+ o o o fino 74 8.1 -1.0 9.3 16.0 17.5 19.1
b Ao Bl i A 21.2 12.1 8.2 2.6 4.1 5.5
SO LT o TP o S i 24.5 10.0 13.2 11.6 11.9 12.3
OB and Ower. . ..o00 4 o sdiys 1 ==1130 —=9.1 —2.1 —4.3 —4.3 —4.3
AILAROR. ) oks s 4 s utin sk v 17.3 7.2 9.4 7.6 8.6 9.6
Women
LI T R O A 30.4 7.2 21.6 23.0 23.7 24.1
LT TR S e S S 12.2 —0.4 12.6 10.8 12.2 13.6
D T O 50.9 19.4 26.4 12.0 13.2 14.5
45-08.. ... T .. ... 104.7 29.3 58.3 37.1 37.6 38.1
e Over-—c oo 71.4 9.5 56.5 22.2 22.2 22.2
AL AQOB. sitires oo o sfhiiis o on 47.8 14.1 29.6 19.8 20.7 21.7
Both Sexes 3
Under 20 12.5 —1.8 14.6 19.6 20.2 20.7
20-24.... 9.5 —0.8 10.4 14.2 15.7 17.1
25-44.. 26.9 13.5 11.8 4.7 6.1 7.5
45-64........ 36.0 12.8 20.6 17.1 17.5 17.8
65 and Over -3.5 —7.4 4.2 —_ — -
P A GOB gor s o v o v apiup whidhy 23.8 8.7 13.9 10.7 ) & & J 12.7

() 1960 based on preliminary estimates.

24133-1—3
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TABULAR APPENDIX B
HisroricaL AND PRoOJECTED N UMERICAL CHANGES IN THE CrviLiaN Lasour Force
BY AGE AND SEx: 19501965 (in Thousands)
Forecast 1960-65
L i (1) (6]
1950-60 1950-55 1955-60 “Low’ ‘“Medium’” *“High"
Men
Under SRLMEREIT add U 7 —25 32 61 63 65
0P o5, oS 9863, WAL 39 —=5 44 83 91 99
B84 ot - Bl ptiwis piash o ks 397 226 171 60 92 124
o Rt e d et ey 279 114 165 164 169 174
85 and Ower . (il 0lluiell —23 —19 —4 —8 —8 -8
V- T R e e S 699 291 408 360 407 454
Women
AINGEr 20 o 65254 snisnd » sig 63 15 48 62 64 65
o L Y b R R T 31 -1 32 31 35 39
1o T AR R A 223 85 138 79 87 96
AD 04, . T e e s e 200 56 144 145 147 149
65 and Over 15 2 13 8 8 8
ALl Ages 3ok <2l . LI 532 157 375 325 341 357
Both Sexes
IROEE . S e ti, e s b 70 —10 80 123 127 130
24 70 —6 76 114 126 138
620 311 309 139 179 220
5-64 479 170 309 309 316 323
B and Over Pr.d. ..oonsom —8 —-17 9 — — —
AN AGOR % : 7o 0w s Vit 1,231 448 783 685 748 811
(1 1960 based on preliminary estimates.
TABULAR APPENDIX C
CrviuiaN LaBour Force Prosections BY Age Grours: MEN
(Annual Averages in Thousands)
Actual Projected
1950 1955 1960 1961 1962 1963 1964 1965
“Low’’ Projections
352 327 359 370 383 396 410 420
480 475 519 528 540 556 576 602
1,869 2,095 2,266 2,278 2,290 2,302 2,314 2,326
1,140 1,254 1,419 1,452 1,485 1,518 1,550 1,583
209 190 186 185 184 181 180 178
AU AL oo 4,050 4,341 4,749 4,813 4,882 4,953 5,030 5,109
352 327 359 370 384 398 411 422
480 475 519 529 543 561 585 610
1,869 2,095 2,266 2,285 2,303 2,321 2,339 2,358
1,140 1,254 1,419 1,453 1,487 1,521 1,554 1,588
209 190 186 185 184 181 180 178
All Ages........... 4,050 4,341 4,749 4,822 4,901 4,982 5,067 5,156
352 327 359 370 385 399 413 424
480 475 519 531 546 566 590 618
1,869 2,095 2,266 2,291 2,316 ,430 2,364 2,390
1,140 1,254 1,419 1,454 1,489 1,524 1,558 1,593
209 190 186 185 184 182 180 178
4,050 4,341 4,749 4,831 4,920 5,011 5,105 5,203

() Preliminary estimates.
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TABULAR APPENDIX D

CrviuAN LaBour Force ProiecrionNs BY Age Grours: WoMEN
(Annual Averages in Thousands)

Actual Projected

1950 1955 1960V 1961 1962 1963 1964 1965

Under 20........... 207 222 270 279 292 306 320 332
P! AP R H 255 254 286 286 2901 297 306 317
v | O T 438 523 661 678 692 709 724 740
45-64.........{.. % 191 247 391 420 448 476 506 536
65 and Over........ 21 23 36 37 39 41 42 44
All Ages........... 1,112 1,269 1,644 1,700 1,762 1,829 1,898 1,969
“Medium’’ Projections
Under 20.....4...: 207 222 270 279 293 307 321 334
B0=24,....0 0008508 255 254 286 287 292 300 310 321
So-4d . ... 5.1 .0 438 523 661 679 695 714 730 748
45-64........ 2 191 247 391 421 449 477 507 538
65 and Over. 3 21 23 36 37 39 41 42 44
All Ages...... ... 71,112 1,269 1,644 1,703 1,768 1,839 1,910 1,985
‘“High” Projections
Under 20..5.. 4. o 207 222 270 280 293 308 322 335
D1 SO AR 255 254 286 287 294 302 313 325
M. .....5 8k 438 523 661 681 699 719 737 757
Lo, By B 191 247 391 421 449 478 509 540
65 and Over........ 21 23 36 37 39 41 42 44
All Ages...%: 4 . da 1 L H2 1,269 1,644 1,706 1,774 1,848 1,923 2,001

() Preliminary estimates. .

TABULAR APPENDIX E

Crviuan Lasour Force Prosections BY AGe Grours: Bore SEXEs
(Annual Averages in Thousands)

Actual Projected

1950 1955 1960 1961 1962 1963 1964 1965

Unfler 20508 .« o8 559 549 629 649 675 702 730 752
D SO S A P 735 729 . 805 814 831 853 882 919
S04, ... SR fa 2,307 2,618 2,927 2,956 2,982 3,011 3,038 3,066
4584, ... .%.1..0 1,331 - 1,501 1,810 1,872 1,933 1,994 2,056 2,119
65 and Over........ 230 213 222 222 223 222 222 222
All Ages........... 5,162 5,610 6,393 6,513 6,644 6,782 6,928 7,078
‘““Medium’’ Projections
Under 20.......... 559 549 629 649 677 705 732 756
DO, ... 00 5 hen 735 729 805 816 835 861 893 931
v - SO A 2,307 2,618 2,927 2,964 2,998 3,035 3,069 3,106
A5-B4. .0 Gk 1,331 1,501 1,810 1,874 1,936 1,998 2,061 2,126
65 and Over........ 230 213 222 222 223 222 222 222
All'Ages.......... 5,162 5,610 6,393 6,525 6,669 6,821 6,977 7,141
_ ““High’ Projections
Under 20.5..¢.1..; 559 549 629 650 678 707 735 759
B0-—DE. . L .5 Rk 735 729 805 818 840 868 . 903 943
-4 .85 8.1.4 2,307 2,618 2,927 2,972 3,015 3,059 3,101 3,147
A5-0. . .o . o IRASL 1,501 1,810 1,875 1,938 2,002 : 2,067 2,133
65 and Over. 230 213 222 222 223 223 222 222

All Ages.....kn.. 2 5,162 5,610 6,353 6,537 6,694 6,859 7,028 7,204

() Preliminary estimates.
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CrvitiaN Lasour Force, Persons witH Joss, AND Persons WirsouT JoBs AND SEEkiNG WORK, BY AGE: 1950-1960

(Thousands)

e 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 19602
Total Civilian Labour Force

555 542 545 551 548 568 587 589 602 629
725 726 730 727 729 737 757 778 780 805
2,364 2,440 2,488 2,549 2,618 2,686 2,787 2,840 2,880 2,927
1,358 1,394 1,420 1,454 1,501 1,561 1,635 1,691 1,743 1,810
222 222 215 213 213 231 238 229 224 221
5,223 5,324 5,397 5,493 5,610 5,782 6,002 6,127 6,228 6,391
528 515 517 507 505 532 538 515 536 550
705 703 705 686 691 707 712 708 721 737
2,330 2,394 2,437 2,457 2,530 2,618 2,687 2,680 2,744 2,773
1,336 1,366 1,390 1,402 1,447 1,520 1,580 1,600 1,663 1,715
218 218 210 205 205 225 230 219 214 214
5,117 5,195 5,260 5,258 5,378 5,602 5,746 5,722 5,878 5,989
26 28 28 44 44 35 48 74 66 79
19 24 25 41 39 30 45 70 59 68
34 45 51 91 88 68 99 159 136 153
23 28 29 52 53 41 56 91 80 94
(a) (a) (a) (a) (a) (a) (a) 10 10 (a)
106 129 137 235 232 180 257 405 350 402

(M Does not include persons on temporary layoff up to 30 days.
@ Preliminary estimates based on nine months.
(a) Under ten thousand.

Source: Dominion Bureau of Statistics, Labour Force Survey.

Nore: Because of rounding, figures may not add exactly to totals.
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Mase anp Femare Crviuiany Lasour Force, BY Age: 1950-1960

TABULAR APPENDIX G

(Thousands)
e 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960(
Male Civilian Labour Force
14-19.. 352 342 333 332 330 327 333 348 348 349 359
20-24. . 480 469 470 473 472 475 477 494 504 508 519
L e g et s bl Dy Do b e S Sl 1,869 1,907 1,958 2,001 2,045 2,095 2,138 2,198 2,231 2,249 2,265
o R T T Sl e s S 1 S SR 1,140 1,158 1,182 1,205 1,224 1,254 1,285 1,324 1,354 1,381 1,418
TR N R S RO S e 209 201 201 195 191 190 204 207 197 191 186 g
Total 14and Over..................... 4,050 4,076 4,144 4,206 4,263 4,341 4,436 4,570 4,634 4,679 4,749
Female Civilian Labour Force
B DRy s e e 207 213 209 213 221 299 235 239 2492 252 270
255 255 256 257 255 254 260 263 274 272 286
438 457 482 487 503 523 548 589 608 631 662
P AT T e et D S 191 201 212 214 230 247 276 311 337 362 392
L L o S 21 21 21 20 21 23 27 31 33 33 36
Total Ieand Over. ... .. c. . i vanen 1,112 1,147 1,180 1,191 1,231 1,269 1,346 1,433 1,493 1,549 1,644

() Preltminary estimates based on nine months.

Source: Dominion Bureau of Statistics, Labour Force Survey.

Nore: Because of rounding, figures may not add exactly to totals.
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MarLe AND FEmaALE PERrsoNs witH JoBs, BY AGE: 1950-1960

TABULAR APPENDIX H

(Thousands)
— 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
Male Persons with Jobs

e S LT TR S SR 328 324 313 310 298 294 307 309 291 301 303
BTG BN S0 A o e 53 e e o e L A NA SR LS 453 455 451 452 437 442 451 455 444 457 460
R s b s e e e 1,817 1,878 1,919 1,955 1,963 2,016 2,077 2,107 2,087 2,126 2,126
TR R T TR R A O 1,108 1,137 1,157 1,178 1,175 1,205 1,247 1,273 1,270 1,307 1,331
R A 5 SO I SN LBt 203 197 197 190 184 183 198 199 187 182 179
TOtAl 1L AN OVEr. .. v st ainanss 3,908 3,990 4,037 4,085 4,057 4,140 4,280 4,343 4,279 4,372 4,399

Female Persons with Jobs '
o At LA AR L LM L 3 SR Bk e et 198 205 201 207 210 210 226 229 224 235 247
250 251 252 253 249 249 256 257 264 264 277
432 452 476 482 494 514 541 580 594 618 647
188 199 209 213 227 242 273 307 330 356 384
21 21 21 20 21 23 27 .81 32 33 25
Total 14 and OVeP...co v canmsmmansass 1,089 1,19% 1,159 1,175 1,201 1,238 1,322 1,403 1,443 1,605 1,590

@ Preliminary estimates based on nine months.

Source: Dominion Bureau of Statistics, Labour Force Survey.

Note: Because of rounding, figures may not add exactly to totals.
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TABULAR APPENDIX I

CrviuiaN LaBour Force, PErsons wiTH JoBs, AND Persons wirHOUT JoBs AND SEEkING Work, BY Regron: 1950-60

(Thousands)
T ‘ « 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
Total Civilian Labour Force
Atlantic Provinces..............coovvenriernnnn 524 513 501 506 501 512 521 542 544 553 561
IR ftion o s A R A S 1,433 1,462 1,504 1,538 1,562 1,591 1,615 1,675 1,730 1,752 1,793
[T G A ey - M [ I e T L 1,826 1,870 1,908 1,048 2,022 2,059 2,147 2,234 2,255 2,290 2,367
RO .o o ook e O B ooy e 951 948 964 956 949 969 997 1,015 1,046 1,071 1,099
oy R T OO SR IR E, P 429 431 446 449 461 480 503 538 552 562 571
T R i PR (PP A 5,163 5,223 5,324 5,397 5,493 5,610 5; 782 6,003 6,127 6,228 6,391
Persons with Jobs . / :
PCIAB IO PIOVINOOB,. . . o1d T 0 it s s el antn olals o s 486 495 482 482 469 480 491 499 479 497 509
R e R T e SN T 1,376 1,425 1,458 1,487 1,473 1,496 1,538 1,579 1,583 1,618 1,640
R B Iy 1,788 1,843 1,874 1,914 1,951 1,998 2,103 2,164 2,143 2,195 2,255
Brairio Provinees, . ....:tiisiiiisaviesaiiiziits 934 936 951 943 926 941 978 991 1,008 1,040 1,058
British Columabim: s o0 rrs0iTsriiziinneinis 413 419 432 434 439 463 491 513 509 530 529
g e e SRR Selent M O 4,997 5.i17 5,195 5,260 5.2_58 5,378 5,602 5,746 5,722 5,878 5,989
Persons without Jobs and Seeking Work(®
" Atlantic Provinces 38 18 20 24 32 31 29 42 65 57 53
T e or e e ey e 57 37 46 51 88 95 77 96 147 134 153~
ERIREIO 14 B I T et s 38 27 35 34 71 60 44 70 112 95 112
Prairie Provinces.............. 17 12 14 13 23 28 19 24 39 32 42
Brtiah LOIROER. bt e aisdin il el 16 13 14 15 22 17 12 25 43 32 42
Pital Seiroambes Unaist i sine ol 166 106 129 137 235 232 180 257 405 350 402

M Does not include persons on temporary layoff up to 30 days.

@ Preliminary estimates based on nine months.

Source: Dominion Bureau of Statistics, Labour Force Survey.
Nore: Because of rounding, figures may not add exactly to totals.
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" TABULAR APPENDIX J

Persons wirHOUT JoBS AND SEEKING WORK() As PERCENTAGE oF CiviuiAN LaBour ForcEk,

BY Aag, BY SEX, AND BY REGION: 1950-1960

e 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
% % % %o % % % % % % %
Both Sexes
BN ot v o e W Ay s v oy a 6.1 4.7 5.2 5.1 8.0 8.0 6.2 8.2 12.6 11.0 12.6
B 5 IO s 6T S s s s T s e 4.5 2008 31° 34 5.6 5.3 4.1 5.9 9.0 7.6 8.4
L TR PP TR TR 2,5 1.4 1.8 2.0 3.6 3.4 2.6 3.6 5.6 4.7 5.2
O a4 s e oo a3 Ve EEs B S LR 2.6 1% 2.0; 2.0 3.6 3.6 2.6 3.4 5.4 4.6 5.2
BROBELEIVEE . « .cvos0iiavesisvasassssniasyesited 3.0 1158 1.8 1.9 3.3 3.8 2.6 3.4 4.4 4.5 3.6
AllAges 14 and OVer. ::::.::.:iitastiiiviiiiis 3,2 2.0 2.4 2.5 4.3 4.1 3.1 4.3 6.6 5.6 6.3
Ma_les o T e R R S O O 8.5 2.1 2.6 2.9 4.8 4.6 3.5 5.0 A A 6.5 7.3
Females (14 and Over)..........coviiininenninon.nn 2.2 n 1.9 1.3 2.4 2.4 17 2.1 3.3 2.8 3.3
Atlahtio PrOwInnes. . . vycy . < vias tesiis vaioe dennis sos 7.3 35 drofh— 4.7 6.4 6.1 5.6 75T 11.9 10.3 9.4
20T e et O SRS SO R 4.0 2,5 3,1 3.3 5.6 6.0 4.8 5.7 8.5 7.6 8.5
L N R U s S T P 2.1 134 1.8 1,2 3.5 2.8 2.0 3.1 5.0 4.1 4.7
Prata e Viness: (i rt il rsi E it 1.8 143 1.5 1.4 2.4 2.9 1.9 2.4 3.7 3.0 3.8
British'Geluhbia /vir. [0 o . 8% 3.0 3.1 3.3 4.8 3:5 2.4 4.6 7.8 5.7 7.4
Ganfdh: 2l AT VRO o RSN s | RN 3.2 2.0 2.4 2.5 4.3 4.1 3.1 4.3 6.6 5.6 6.3

(I Does not include persons on temporary layoff up to 30 days.
@ Preliminary estimates based on nine months.

Source: Dominion Bureau of Statistics, Labour Force Survey.
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TABULAR APPENDIX K

CrviiaN LaBour Force Parmicreation Rates(®), By AGe Anp Sex: 1950-1960

1950 1951 1952 1953 1954 1955 1956 1957 1958 1959 1960
% % % % % % % % % % %
Male & 5
FRSTORE O, 5. ..o ol 20 ol e £ e o2 h N 55.9 55.3 52.8 51.7 50.2 48.6 48.1 47.8 45.6 43.7 42.8
ORI P . ER. S i T e o P e s nggys PN 4 93.0 93.4 92.9 92.9 92.0 92.2 91.7 91.5 91.6 91.0 91.4
DT o B B I SRS o e o s s v I 97.9 97.9 97.6 97.3 97.6 97.6 97.7 97.8 97.8 97.8
O . B o t nine - - B - g - ol R TR A 91.9 92.1 91.9 91.8 91.3 91.7 92.0 92.5 92.4 92.3 92.6
QBN CRROr=. .50, 30, B Jid < 5k s~ 5 Ay o g 40.4 37.9 36.7 34.8 33.2 32.3 34.1 34.2 32.2 31.1 30.1
All Agesl4and Over....... .. icomiounive i 84.0 83.9 83.4 82.9 82.2 82.1 82.2 82.3 81.7 81.1 80.8
Female
110> 8 R h 5P 2B EREE, 33.0 34.2 33.1 33.2 33.6 32.9 33.9 33.1 32.1 32.0 32.8
208248 .5 . 2 T e 50 ke B e B MRy 46.4 46.9 47.1 47.2 46.6 46.3 47.1 46.5 47.4 46.5 48.1
AT Y. I TS e G D ey e i S AT 5 22.4 22.8 23.4 23.1 23.3 23.8 24.5 25.8 26.2 27.0 28.1
vARBES 0o R . O a2 B RS 16.4 17.0 17.5 17.2 18.1 19.0 20.8 22.8 24.0 25.1 26.4
ORI r ... 5. ha. . B . s o oy A e 4 4.2 4.1 3.9 3.6 3.7 3.9 4.5 5.0 5.2 5.1 5.5
ABR-Aged 14 and Over.... .15, 5. . .. 5G] 23.2 23.5 23.7 23.4 23.7 23.9 24.9 25.8 26.3 26.7 27.8

™ Ratio of Civilian labour force to civilian population,
@ Preliminary estimates based on nine months.

Source: Dominion Bureau of Statistics, Labour Force Survey,
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The CHAIRMAN: Does anyone need more information, or are there any
questions that anyone wishes to put to Mr. Denson?

Senator HA1G: I would like to ask about agriculture. Did the new machinery
that came in five or seven years ago have anything to do with the reduction
in the number of persons employed in agriculture?

Mr. DENTON: Yes, that is generally accepted as being one of the important
factors.

Senator PrATT: With respect to these percentages and comparisons for
the last ten years which are to be found throughout this report, would there
be some variation because of the fact that the figures compiled eight or ten
years ago were not compiled on the same basis as they are today? The Un-
employment Insurance Commission has a wider tabulation of interests today
than it had before. There has also been development in the methods used by
the Dominion Bureau of Statistics and other organizations in tabulating figures,
not only with regard to unemployment but other things as well. That has
largely been the development, I understand, over the recent years. In that case
would not the comparisons which you give here covering ten years be affected
to some degree by that? What I am getting at is: Would these comparisons be
as great today, do you think, if precisely the same kind of figures had been
available for the period ten years ago?

Mr. DENTON: I have not used the figures of the Unemployment Insurance
Commission. The figures which I have used are those derived from the monthly
labour force survey of the Bureau of Statistics and the monthly survey of
industrial establishments employing 15 or more persons. In these two cases
the same methods have been used over the period. The series are consistent;
they are basically consistent series.

Dr. DEuTscH: What you say, Senator, would be true had we used the
unemployment insurance statistics. They have changed because of changes
in the administration and the policy of the unemployment insurance system,
but here we have stuck to series which have been consistent throughout.

Senator HORNER: In connection with the great reduction in farm labour,
has that not been caused by the five day week, the conditions and wages now
being paid, and unemployment insurance? Being a farmer I happen to know
about these things, and as I go through the country I see that fences are
neglected and that there is a great deal of work which has no great cash
return that has to be done, and I know of any amount of farmers who are
anxious to secure help and who cannot get it. Men will not go out to work on a
farm some distance from the city. They refuse to go out and stay for the wages
that are being paid. Practically every farm you look at is simply neglected—
fences are down and all that sort of thing.

Dr. DEvuTscH: I think, Senator, there is no doubt that the relative attractions
of work off the farms as compared with work on the farms have changed over
the last ten years. The mere fact that great numbers have moved out indicates
that there is an attraction away from the farms, perhaps because of more job
opportunities elsewhere, better wages, and better working conditions. All those
things have been factors in this movement away from the farms.

Senator HORNER: And the lack of unemployment insurance tickets.

Dr. DEuTscH: I think one of the main factors is the tremendous mechaniza-
tion of agriculture during the last ten years. That is one of the basic underlying
reasons, although I know that wage rates and conditions of work have had an
effect.

Senator HORNER: I think that is only half the picture.
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Senator BRUNT: I understand, Dr. Deutsch, that although 17 per cent of the
population of Canada is engaged in farming, that percentage is sharing only
11 per cent of the national income. Will this condition not apply until those
two figures come closer together?

Mr. DENTON: The percentage of employed people in farming is now 12. It
was 20 per cent at the beginning of the last decade and it has fallen to 12
per cent.

Senator BRUNT: Have you the figures of national income? I do not expect
you would have those available. I would think the problem in connection with
employment on the farms will continue until those two figures are closer
together.

Dr. DeutscH: I think your estimate of the trend is correct, Senator, but
for many reasons such as wages being relatively higher outside of agriculture,
there has been a tendency for the young people, in particular, to move out.

Senator SMITH (Queens-Shelburne): May I ask a question with respect to
page 5 of this brief? On that page Mr. Denton indicated—and there is a table
on the same page—that the Atlantic provinces and the Prairie provinces have
not had any great expansion of the labour force. While the national increase
is 23.8 per cent, the increase in the Atlantic provinces is 7.7 per cent, and in
the Prairie provinces 15.8 per cent. One of the factors you mentioned, Mr.
Denton, as being responsible for that was interregional population movements.
Have you any figures with respect to that movement away from the Prairie
provinces and away from the Atlantic provinces?

. Mr. DENTON: Senator I have no figures today, but I have looked at those
figures and there is a net movement outward from these areas.

Senator SmITH (Queens-Shelburne): Have you something for the last ten
years which we can use to see what the movement is, and perhaps from that
we can see what the labour force might have been?

Senator BUCHANAN: By “Prairie provinces” do you mean Manitoba,
Saskatchewan and Alberta, or do you leave Alberta out?

Mr. DENTON: Alberta is included.

Senator HORNER: The population of Alberta has been increasing sub-
stantially.

Senator BucHANAN: I think you should deal with that group or area which
they have been moving out of a little differently. We are being increased all
the time.

Senator LAMBERT: Have you got a definition for secondary industry in
relation to primary industry? How *far is it possible to delineate?

Mr. DENTON: The definition is always an arbitrary one. The definition
commonly used is the deﬁmtlon that was used in the work of the Gordon
Commission.

Senator LAMBERT: It is urban mainly?

Mr. DENTON: There would be a concentration of secondary industries in
urban areas, yes.

Senatol HORNER: Mention has been made about the increase in population
in the Prairie provinces. I think that Saskatchewan is the only province amongst
the Prairie provinces where the population has decreased. In the other so-called
Prairie provinces the population has increased.

Mr. DENTON: The population need not be lower for there to be a net out-
movement. Thereswould be a natural increase in the population. It would tend
to grow, and if some of the addition to the population moved out, the population
could still increase but less than it would otherwise.
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Senator SmiTH (Queen-Shelburne): Coming back to the information on
interregional population movements, are those figures available for provinces?
Could you break down the Prairie region and the Atlantic region into prov-
inces, the provincial movements? .

Mr. DENTON: Speaking in terms of population?

Senator SMITH (Queens-Shelburne): Yes.

Mr. DENTON: Yes.

Senator LEoNARD: Mr. Chairman, at the foot of page 27 is Table 15 dealing
with the unemployment rate by age and sex. I take it that in the age group,
say, of those under 20, 15.6 per cent of the men are unemployed. I was won-
dering whether there was any table as to the percentage of the total number
of unemployed? Are there any figures in your brief or elsewhere that you
have?

Mr. DENTON: Yes, I believe the table you are referring to is on page 28,
the percentage distribution of unemployment by age groups and sex.

Senator LEONARD: Yes, I have it now. I see that for the age group under
20 it was 14 per cent in 1960.

Senator ConNoLLY (Ottawa West): I wonder if Mr. Denton would be good
enough to talk a little more, if he can, about the figures he discussed on page
2 of his brief? I see that in a 10-year period 600,000 people have left the
country, which is an average emigration rate of about 60,000 people. Could you
say something about where these people go and whether they fall into categories
of trained, skilled workers, educated workers and that kind of thing?

Mr. DENTON. As to the first part of your question, where they go, a very
large proportion of them go to the United States, of course.

Senator CoNNOLLY (Ottawa West): What proportion?

Mr. DENTON: I think the proportion is roughly half or more than half.

Senator BucHANAN: Has it not been found that many people came here
first just as a means of getting into the United States, that they reside here
so long and then go on whereas they could not go directly to the United States?
Has that not been the case? .

Mr. DENTON: That is sometimes suggested. Unfortunately we are not able
to measure this accurately. In addition to emigration to the United States, a
fairly large proportion of people who leave Canada move to the United King-
dom, and the balance move to many other countries.

Senator ConNoLLY (Ottawa West): A large proportion have gone to the
United Kingdom?

Dr. DEuTscH: Included in the immigration figures are people who came out
as immigrants and for one reason or another could not adjust themselves or
were disappointed and went back home. So you must realize a proportion of
this number consists of those people.

Mr. DENTON: As to the second part of your question, the characteristics of
these people, we know that they are young but I have no information on their
occupational characteristics.

Dr. DEuTscH: You mean the ones going to the United States?

Mr. DENTON: Yes, the ones going to the United States and the ones emi-
grating generally. They tend to be the younger groups.

Senator ConNoOLLY (Ottawa West): You don’t know if they are skilled or
educated? Obviously they are attracted to the United States by job opportuni-
ties, I suppose?

Senator BucHANAN: Higher wages in some cases. -
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Senator CroLL: Mr. Denton, where did you get these figures? I have always
heard Governments say for a great number of years, “We don’t keep these
figures.” I have heard that answer time and again in the House of Commons.
Are there such figures available in the department?

Mr. DENTON: On emigration?

Senator CroLL: Yes, not immigration.

Mr. DENTON: These figures are based on immigration statistics of the
United States and of the United Kingdom.

Dr. DEuTscH: The statistics of other countries are used.

Senator CroLL: You work backwards. The last figure I saw, and I thought
it was an authentic one, was 30,000 for the last couple of years. Your figures
would indicate almost 60,000.

Mr. DENTON: The best estimate that can be made is that the rate of out-
movement, emigration, has been running around 65,000 or 70,000 in the last
few years.

Senator CRoLL: The British and Americans would keep a list. In reference
to a male immigrant they would show an “X”. Is that all the information that
they would have about him?

Mr. DENTON: I am not familiar with the UK figures but I know in the
United States the statistics include additional information but time did not
permit going into that.

Senator ConNoLLY (Ottawa West): Could I follow that up just a little
more? Would this situation be obtained? In our educational institutions we
are training these young people and 60,000 of them go out each year and be-
come absorbed in the labour force of another country. They do so after re-
ceiving technical training in this country.

Dr. DEuTscH: To some extent that is true.

Senator CoNnNOLLY (Ottawa West) : But you cannot say to what extent?

Mr. DENTON: One would have to know the educational background of these
people.

Senator ConnoLLY (Ottawa West): I understand from your answer to
Senator Croll’s inquiry, this information is not available in the material you
have been able to discover:

Mr. DENTON No.

Senator CroLL: In so far as you can tell, has the emigration been uniform?
You said about 60,000 or 65,000 a year. What I am trying to get at is could it
be 30,000 one year and 90,000 ancther year or something like that?

Mr. DENTON: There has been an upward trend. The rates were much lower
in the first part of the last decade and higher in the last part. In the last few
years it seems to have been consistently 60,000 to 70,000.

Senator CrRoOLL: When you are talking about decades, do you mean 1950
to 19607

Mr. DENTON: Yes.

Senator CroLL: It was low at the beginning of the 1950’s and it raised
somewhat in the middle you say?

Mr. DENTON: Yes.

Senator CroLL: And then it was higher in the latter years"

Mr. DENTON: Yes.

Senator CoNNoOLLY (Ottawa West): Referring again to page 23, Table 13,
I take it what you are telling Senator Croll is that when the unemployment
rates are higher in Canada the emigration rates rise?
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Mr. DENTON: Yes, that is an inference you might make.

Senator CroOLL: A conclusion.

Senator LAMBERT: There was a time earlier in this century when there was
no net gain at all to the growth in population of this country between influx
and birth rate as against migration. That situation has changed considerably, of
course, in the last 15 to 20 years.

Mr. DENTON: Yes.

Senator LAMBERT: So that we have a net gain to our population.

Dr. DeuTscH: It has been very substantial. There has been a very sub-
stantial net gain in the last 10 years.

Senator LAMBERT: The census shows that.

Dr. DeuTscH: One of the most striking things in the last 10 years is that
about half the increase in the Canadian labour force has come from migration.
Even after you make deductions for emigration.

Senator ConnoLLy (Ottawa West): By the same token we are losing
perhaps a substantial number of trained people who have had their training
in our institutions in Canada. Is there any information, Mr. Denton, about the
level of training that we find in some of these immigrants here? Can you say
if there is any compensation?

Dr. DEuTscH: Oh, yes.

Mr. DENTON: I think many of the immigrants are rather hlghly skilled
people.

Senator BucHANAN: Do you mean in the trades? They go through a more
extensive training in the trades.

Dr. DeuTscH: I think it is true that while we have lost trained people in
emigration, the immigrants in the last 10 years have included a great many
trained, educated, and highly skilled people, including professional people.

Senator ConnoLLy (Ottawa West): Especially scientific people.

Dr. DeuTscH: We have had a great increase in professional people in the
last 10 years through immigration. I am told by doctors that one-third of all
persons qualifying in this country to practise as doctors in the last few years
have been immigrants. That is a striking figure.

Senator BRUNT: And the figure is high in the engineering field?

Dr. DEuTscH: Yes. When comparing the latest immigration boom to the
great immigration boom prior to 1913 we find that in the last 10 years a
relatively higher number of the immigrants are trained people compared with
the earlier immigration boom.

Senator BucHANAN: I would like to ask your opinion about a certain point.
Apparently the greatest unemployment has taken place among the less educated
people. Assuming this to be so, if some of these people had gone a grade or
two higher in their educational level do you think they would be employed
today or would there be employment for them?

Dr. DeutrscH: All the statistics indicate, if you analyse them, that the
greatest unemployment is found among the less educated and less skilled.
This is very pronounced. As soon as you start to move up the scale, especially
past the point where they have completed high school, which seems to be a
critical point, you find that the rate of unemployment decreases.

Senator BucHANAN: Do we not have a large number of people who cannot
go beyond that stage for one reason or another?

Dr. DEuTscH: That may be.
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Senator BucHANAN: And we still have to take care of them somewhere in
the labour group.

Dr. DEUTSCH: One of the important things that seems to be indicated here
is that the completion of high school is a serious factor in the ability of people
to get jobs.

Senator CroLL: May I put this to you as an educator? I make this state-
ment and you can correct me. It is my view that an infinitesimal number of
people in the country have not got the ability to go beyond high school.

Dr. DeuTscH: I might take, Senator, the case of those people who go to
high school, and beyond.

Senator CroLL: I am not talking about education beyond high school, or
about university facilities, or whether money is available or not. I am talking
about the ability of students to get through high school. My reaction is that
only an infinitesimal few do not have the ability to complete high school, if they
have the opportunity to do so.

Dr. DeEuTscH: There are various courses offered in high school, both
academic and vocational. If you include the vocational courses, I would think
the percentage of students not competent to complete high school would be
very small. There are of course more who are not able to complete the
academic course.

Senator LEoNARD: What would be the percentage of failures to matriculate
from high school and qualify to enter university this year?

Senator CrorLL: That is not the point I am getting at. I am not speaking
of those who are attempting to get in to university. Let us stop at the high
school. My question is, have these persons the ability to get through high
school—never mind whether they choose to go farther?

Dr. DeutscH: I would think the great majority would have the ability to
finish high school, if you include the vocational courses.

Senator BucHANAN: It would depend on the subjects assigned to them.

Dr. DEuTscH: If you include vocational courses, the great majority would
be able to get through high school; in the academic course a smaller percentage
would finish high school.

Senator BRUNT: If you drop the high school course at Grade XII there
would not be many failures. It is Grade XIII that stops them.

Dr. DEuTsCH: It is the academic course in Grade XIII, that is the great
barrier. But as I say if you include these courses that are given in lieu of the
academic course, the percentage of failures might not be substantial.

Senator CoNNOLLY (Ottawa West): Dr. Deutsch, your point is, if the
young people get by that hurdle of high school graduation, whether on the
academic or vocational side, their opportunities for being an effective part
of the labour force is very much greater?

Dr. DEuTscH: Very much greater.

Senator ConNNoOLLY (Ottawa West): I would hope, Mr. Chairman, that the
press would feature that point for the benefit of the younger generation in
this country. It seems to me that we have had a most valuable opinion expressed
here, and I hope it will go out to the high schools, and even to the grade school

. teachers We are perhaps a little off the general sub]ect of employment, but
this is nonetheless 1mp01tant

Senator CROLL: We are not off it at all. It is not the teachers who are
at fault in this respect; the fault lies elsewhere.

Dr. DeEuTscH: In the job openings that are available, the requirements in-
creasingly call for the completion of high school. I observe in my own work
as an administrator, that when we hire persons we tend more and more to
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specify that they must have completed high school. The nature of business
today is such that it is becoming more and more technical and complicated,
and people have to know how to read and write properly.

Senator BRUNT: And how to spell.

Dr. DeEuTscH: How to spell, and everything else. Therefore we want
people who have at least completed the high school level of education. This
requirement is becoming increasingly important.

Senator LEONARD: Mr. Chairman, this has been an excellent paper, and 1
wish to compliment Mr. Denton on it and Dr. Deutsch for having directed him
in the preparation of it. It is the kind of study which, as far as my experience
goes, has not been attempted by way of putting together information and
material.

I wish to make one comment as to my own view, which may be wrong,
but you may have something to say on it. It appears that, if we are to close
this employment gap that we visualize over the next five or ten years, we are
not likely to do it in agriculture or in the service industries. True, service
industries have been carrying their share, but agriculture apparently has not.
The inference I draw is that this must be done in the goods producing
industries.

Senator LAMBERT: Provided economic conditions do not get any worse.

Dr. DEuTscH: I think there is every indication that the service industries
will continue to rise more rapidly than the others. I have seen this predicted
for the United States; as a matter of fact the latest forecast for that country
shows that in the next ten years almost the entire expansion in employment
is going to come in service industries. The forecast shows very little growth
for the goods producing industries. In other words, almost the entire increase
in employment opportunities is going to come in the service industries.

Senator BucHANAN: There has to be a limit in service industries, unless
we are to take in each other’s washing, and that sort of thing—it can spread
only so far.

Dr. DeEuTscH: This is one of the ways in which the rising standard of
living and increased incomes have been shown over the past ten years. The
income is used to buy more and better services. In a period of rising standard
of living we get a rapid increase in service industries.

Senator ConnoLLY (Ottawa West): Basically that is not good, is it?

Dr. DEuTscH: It depends on what the people want; they will spend their
higher incomes on things they want—this is the nature of a free society.

The other point is that it is in the goods producing industries where
technological progress is more effective. That is to say, automation and mech-
anization are not so easily applied to the service industries. There are those
two important factors. First, automation and mechanization in the goods
producing industries are more effective than in the service industries; secondly,
the rapid rise in the standard of living leads to greater expenditures on
services.

Senator PRATT: Would you not agree that basically the productive in-
dustries, what the country produces from its resources through its industries,
is basic to what can be spent on services?

Dr. DEUTSCH: Right.

Senator BUCHANAN: The productive industries have to finance the whole
deal.

Dr. DEuTscH: With respect to what is productive and non-productive, I
do not think we should get into a discussion on that at this time. The service
industries are just as productive as goods producing industries. :
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Senator CoNnNoLLY (Ottawa West): In terms of jobs.

Dr. DEuTscH: In terms of jobs, satisfaction, income and so on. But it is
true we have to have an adequate level of goods production, otherwise we
cannot go on taking in each other’s washing, so to speak. There has to be a
fundamental and basic level of goods production especially in this country
where we depend so heavily on exports. We do not export services to any extent.
So, we are heavily dependent on the production of goods because we have to
export.

Senator CoNNOLLY (Ottawa West): Could you discuss that point in the
light of the question asked in the beginning by Senator Lambert, as to how
‘much success in the development of these Canadian goods producing industries
depend upon the export market?

Senator LAMBERT: We will come to that later.

Dr. DEUTscH: Yes, we will come to that later.

Senator CoNNOLLY (Ottawa West): This is going to be considered, is it?
Dr. DEUuTscH: Yes. :

Senator BRUNT: No doubt you have read what the banks and trust com-
panies propose to do with regard to automation services in the keeping of
records, cashing of cheques, and so on. What effect is that going to have
on the service industries? :

Dr. DeEuTscH: I think we may hear something in that regard in the
report we are to receive from the Department of Labour. One of their studies
had to do with mechanization of office work and the effect of it. However,
with respect to the mechanization of offices there has been this difference,
in that there has been a tremendous development in office machinery by
the International Business Machines and others. The result has not always
been a reduction in employment, but in many cases business is able to get
a good deal more information.

Senator BUCHANAN: Some things they do not reduce.

Dr. DeuTscH: The reduction in employment by reason of office mecha-
nization has not been very sharp. Mechanization has improved the tools of
management to a great extent. There may have been some reductions in
office employment in certain cases, but much of the office machinery has been
used to speed up the gathering of an increased amount of information, and
so on. There is some evidence now that in some cases the machines will
reduce a large amount of clerical work but we do not know what the ultimate
outcome will be.

Senator LEONARD: Dr. Deutsch, you indicate that we are to get some-
thing from Professor Hood on the question of exports. I would like to be
assured that this question is going to be dealt with here, as to the number
of people employed during the past ten years who were dependent largely
on exports. Is there any information of that nature in Mr. Denton’s hands,
or will that be available through Professor Hood?

Dr. DEuTscH: Mr. Hood’s paper will throw some light on that, though
I do not know to what extent he will have a precise measurement, because
it is not easily made.

Senator LEONARD: Some industries are engaged both ways.

Dr. DEUTSCH: Yes, some are engaged partly at home.and partly away.
But, the problem will be dealt with.

Senator BRu~'T: This paper is so good, I am sure that every senator
would like to study it between now and our meeting next week. Could Mr.
Denton be back at our next meeting to answer the questions we will have
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as a result of the study we will have made of his paper in the meantime?
If that were possible we would have an opportunity to ask him questions
on his whole paper which we are not prepared to ask today.

The CHAIRMAN: Not only is it possible to have Mr. Denton back, but
we had in mind that in each instance we would have the person who de-
livered a paper at one meeting attend the following meeting, if that were
considered necessary. Mr. Denton will attend the meeting next week.

Senator CroLL: What is the program, Mr. Chairman? Will we have a
different paper presented at each meeting?

The CHAIRMAN: Yes. If it meets with your wishes, we intend to adjourn
to meet again on December 8 rather than December 7, which latter date
is not satisfactory to Dr. Deutsch.

Dr. DEuTscH: Unfortunately I am unable to be here on December 7th
because I have to attend a meeting of the Board of Trustees of my university.
If you wish to meet on that date it would be better for you to go ahead
without me. However, if it is decided to meet on the following day I would
ask Professor Hood to present his paper at that time. Before hearing Pro-
fessor Hood, we could have Mr. Denton on hand to answer any questions
you may have. The paper he has presented today is rather a large gulp to
take in and digest at one time. You may wish to study it further and have
additional questions to put to him. He could at that time perhaps bring
some of the information he was asked for today, such as population move-
ments between provinces and that sort of thing.

Senator BRUNT: Very good.
—Whereupon the committee adjourned until December 8, 1960 at 11 a.m.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
November 22, 1960.

“The Honourable Senator Aseltine moved, seconded by the Honourable
Senator Macdonald, P.C.—

1. That a Special Committee of the Senate be appointed to study and
report upon the trends in manpower requirements and utilization in Canada,
with the object of exploring the possibilities of maintaining and extending a
high level of employment and, without restricting the generality of the fore-
going, to inquire into and report upon the following:

a) the growth of the economy and of other factors influencing employ-

ment opportunities, including particularly technological changes; and

b) the growth and characteristics of the Canadian labour force;

2. That the said Committee be composed of the Honourable Senators Blois,
Bouffard, Brunt, Buchanan, Burchill, Cameron, Choquette, Connolly (Ottawa
West), Courtemanche, Croll, Emerson, Haig, Higgins, Hnatyshyn, Horner,
Hugessen, Inman, Irvine, Lambert, Leonard, MacDonald (Queens), Methot,
Monette, Pratt, Reid, Roebuck, Smith (Queens-Shelburne), Thorvaldson,
Vaillancourt, Wall, White and Wilson (32);

3. That the Committee have power to engage the services of such counsel
and technical and clerical personnel as may be necessary for the purpose of
the inquiry; and

4. That the Committee have power to send for persons, papers and
records, to sit during sittings and adjournments of the Senate, and to report
from time to time.

After debate,

The Honourable Senator Brunt moved, seconded by the Honourable Sena-
tor Isnor, that the motion be amended by adding the name of the Honourable
Senator Macdonald (Cape Breton) to the list of Senators nominated to serve
on the said Special Committee.

After dehate, and—
The question being put on the amendment, it was—
Resolved in the affirmative.
After further debate, and—
The question being put on the motion as amended, it was—
Resolved in the affirmative.”
J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, December 8, 1960.

Pursuant to adjournment and notice the Special Committee on Manpower
and Employment met this day at 11.00 a.m.

Present: The Honourable Senators Methot, Chairman, Buchanan, Burchill,
Cameron, Connolly (Ottawa West), Courtemanche, Croll, Haig, Higgins, In-
man, Irvine, Lambert, Leonard, MacDonald (Queens), Macdonald (Cape
Breton), Reid, Roebuck, Smith (Queens-Shelburne), Vaillancourt and Wall.
—20

The following were heard:—

Professor Wm. C. Hood.

Dr. J. J. Deutsch.

Mr. F. T. Denton.

At 1.00 p.m. the Committee adjourned until Wednesday next, December
14th, at 10.30 a.m.

Attest.
John A. Hinds,
Assistant Chief Clerk of Committees.
ERRATUM
The equation on page 33 of Proceedings No. 1 should read:
b
T
X
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THE SENATE
SPECIAL COMMITTEE ON MANPOWER AND EMPLOYMENT

EVIDENCE

OTTAWA, THURSDAY, December 8, 1960.

The Special Committee of the Senate appointed to study and report upon
the trends of manpower and employment, met this day at 11 a.m.

Hon. LEoN METHOT in the chair.

The CHAIRMAN: Honourable senators, this morning we have the advantage
to have with us again Dr. Deutsch. Mr. Denton is also with us. He was to come
back to answer questions that you may have to put to him. We also have with
us Professor Hood of the University of Toronto. With your permission Dr.
Deutsch would like to say something to the committee.

Dr. John J. DEuTscH: Mr. Chairman, honourable senators, at the previous
meeting Mr. Denton presented his report and honourable senators asked for
some additional information regarding first, the movements of population
between provinces in recent years. Information was also asked for regarding
the emigration of professional people from Canada. Mr. Denton has prepared
some information showing the answers to these questions, and he will be
pleased to answer any questions you have.

Senator CoNNOLLY (Ottawa West): Mr. Chairman, before proceeding, may
I ask if Dr. Deutsch would put this information on the record now so that
they will be in the transcript?

Dr. DEuTscH: I shall be pleased to do so. If you look at the table showing
the population movements between provinces, the last column on the sheet
shows the movements in or out of the individual provinces over the period
1956-60. The minus signs indicate net movements out; the others, net move-
ments in.

CHANGES IN THE POPULATION OF CANADA AND THE PROVINCES:
JUNE 1, 1956—JUNE 1, 1960.

(thousands)
I II III v v VI
Population Natural e Total Population Net Movement
—_— June 1, Increase Migration[!] Increase June 1, between Provinces

1956 1956-60 1956-60 1956-60 1960 956-60
Newfoundland........... 415 48.3 —4.3 44 459 —4.5
Prince Edward Island. .. 99 6.4 —2.4 4 103 -1.3
Nova Scotia............. 695 52.2 —24.2 28 723 —22.3
New Brunswick......... 555 47.9 -2.9 45 600 -1.6
Qebeo. i it - « it 4,628 417.0 61.0 478 5,106 -9.5
Onta:rlo ........ s araflior e 5,405 412.8 271.2 684 6,089 42.8
Manttobl. . ... isinmion 850 60.4 —11.4 49 899 -21.8
Saskatchewan........... 881 69.2 —40.2 29 910 —42.3
ATDERIN 5 ST 1,123 114.3 45.7 160 1,283 9.7
British Columbia........ 1,399 99.2 107.8 207 1,606 51.5

CANADAPR] L ST 16,081 1,333.0 400.0 1,733 17,814 —_

_[!] This is the net movement between provinces plus immigration from other countries and minus
emigration to other countries.

[2] Includes Yukon and Northwest Territories.

»
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NET EMIGRATION OF CANADIAN PROFESSIONALS TO THE UNITED STATES

1950-1959
Immigration of Emigration
s U.8. Professionals of Canadian Net
into Canada Professionals to U.S. Emigration
500 N.A. N.A.
537 N.A. N.A.
383 N.A. N.A.
477 N.A. N.A.
467 2,143 1,676
611 2,324 1,713
1,381 3,172 1,791
1,181 2,901 1,720
1,081 2,888 1,807
1,122 3,611 2,489
1,021 4,655 3,634
1,154 5,608 4,454
1,276 4,214 2,938
1,445 5,108 3,663

N.A.: Comparable figures on the emigration movement of professionals to the United States not
available previous to 1950.

The CHAIRMAN: Have you any questions to ask Mr. Denton in regard to
the report he made?

Senator LEONARD: I do not quite understand why Quebec shows a plus
sign on net migration of 61,000, but has a percentage sign in the movement
between provinces of minus 9 per cent.

Mr. F. T. DENTON: The reason is that the net movement of people to and
from foreign countries more than offset the net movement to other provinces.

Senator LEONARD: More than offset the movement between Quebec and
the other provinces?

Mr. DENTON: Yes.

Senator CoNnNoLLY (Ottawa West): Immigration and emigration of Cana-
dian professionals is mentioned in one of the tables. What do you mean by
professionals in this case?

Mr. DENTON: Senator, the definition of a professional person is, of course,
somewhat arbitrary. These are the definitions used in the immigration statistics
of Canada and immigration statistics of the United States. They include of
course, engineers, scientists, lawyers, doctors, nurses, accountants, and so on.

Senator CONNOLLY (Ottawa West): Where do these figures come from?

Mr. DENTON: These are the immigration figures of the Canadian Govern-
ment, and the United States’ immigration figures.

Dr. DEuTscH: You will notice there appears to be a rising net emigration
of professionals over the past eight or nine years.

The CHAIRMAN: Perhaps we could proceed with Professor Hood. Mr.
Denton is going to remain here and will be at our disposal.

Senator CoNNoLLY (Ottawa West): I was looking at Mr. Denton’s paper
again, and the thought occurred to me that certain work has been done by the
Finance Committee since the war looking into allied problems, and I wondered
if it might be possible for Mr. Denton to supply us with some figures of the
numbers both male and female in the services, perhaps looked at somewhat
in the way you have done it for the civilian labour force—age groups, per-
haps, and perhaps 1950 and 1960. I do not want to multiply your work, but
that kind of thing very possibly would be useful. I know it is not available
right now.
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The other thought that occurred to me was this. We have also in some of
our committees here in other years given some consideration to the amount of
civilian employment at all levels of government, particularly federal; but I
think at one time we used to be given statistics covering the number of em-
ployees both male and female at the provincial level and at the municipal
level, in other words, public servants generally throughout Canada. I wondered
whether it might be possible to have some figures along these two lines.

Mr. DENTON: I shall be glad to undertake that and report to the committee
on that subject.
Senator CoNNOLLY (Ottawa West): Thank you very much.

Senator Remp: I have one question to ask before proceeding. In the table,
under the column “Net movement between provinces 1956-60", I note that it
shows a movement of Canadian professionals from Canada to the United States
of 5,108. I am interested in three classes, namely, nurses, teachers and doctors.
Can you say how many of those are included in the 5,108?

Mr. DENTON: There is information on that. I cannot report on that today,
but I shall be glad to procure it.

Senator WALL: Mr. Chairman, as I was reading for the third time, I
must confess, Mr. Denton’s paper which he contributed, I wondered whether
it might be possible for us in Canada to know how we stack up comparatively
with other countries which have economies similar to our own. For example,
and I am referring to the printed copy, we have Table 1 showing the changes
in the civilian labour force, a percentage increase over the 10-year period.
How do we stack up as a country by way of prosperity with the United States
and the United Kingdom, for example. Then further on you have labour force
participation at different ages. How do we compare with other countries?
Then the percentage distribution of employment in industrial groups, Table 9—
how do we compare? I am particularly interested in the relative comparisons
of women and men at work in the different countries and what is happening
in Canada, because we may be facing a world wide trend.

Dr. DEuTsCH: Mr. Senator, Professor Hood will have some information
on how we compare with the United States in certain matters. I think some
of the answers are in his paper, and we could ask Mr. Denton to make
some comparisons with the United States, with Australia, with Great Britain,
if you like, on some of the main questions you have asked. In any event,
Professor Hood will have some llght to throw on some of the questions
you have asked.

Professor Hood has prepared a study of the factors which affect the
demand for labour in Canada over the last ten years and at the present time.
He has prepared a very comprehensive and detailed analysis. He has sum-
marized much of his analyses in a series of charts and, for your convenience,
he will summarize his report by reference to these charts. He will explain
them to you and try to bring up the highlights in his analysis by his explana-
tions. This will save reading a long detailed document. Professor Hood has
made a summary which he will read at the termination of his explanation,
" but the main detailed analysis he will cover by reference to these charts
which summarize the results of his analyses.

Professor Hood, as you know, is Professor of Economlcs at the University
of Toronto. .

The CHAIRMAN: Professor Hood, are you ready to proceed?
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PROFESSOR WM. C. HOOD, Ph.D., Professor of Economics, University of Toronto,
Toronto, Canada.

Mr. Chairman and honourable senators, I would direct your attention
first to Chart I, which is a chart of the index of industrial production for
Canada.

The figures that are charted have been corrected for the effects of normal
seasonal variations, so that what is left is the rising trend of industrial produc-
tion and the variations in industrial production that have followed the course
of the present cycle in Canada.

You will notice that since the end of the war we have had four periods of
expansion, three full periods of contraction, and we are now in the fourth period
of contraction or recession, since the war.

I would draw your attention especially to the fact that the duration of the
periods of expansion have become progressively shorter. If you will notice the
second period of expansion you will see that it extended from, roughly, the
end of the third quarter of 1949 until some time in the second quarter of 1953.

The third period of expansion was however of shorter duration, and the
fourth period of expansion was of yet still shorter duration. The periods of ex-
pansion have been getting shorter.

Senator ROEBUCK: Can you carry it back a number of years? The indus-
trial pendulum 25 to 30 years ago, used to swing in about 10-year periods, as
I understand it.

Prof. Hoop: I think the figure of ten years, Senator Roebuck, is a rough
sort of average. There have been cycles as short as one and a half years and
cycles as long as ten years and more. The period of a business cycle throughout
history has been quite a variable thing. The figures I have at hand with me
this morning do not go back of 1946 although figures can be had to go back
further.

Senator LEONARD: Are these figures in terms of real production, stable
dollars?

Prof. Hoop: In terms of real production, yes.

Another point I wish to draw your attention to is the fact that the per-
centage rise in industrial production has been lower in the third period of
expansion than in the second period of expansion and has been lower in the
fourth period of expansion than in the third period. This does not stand out
very clearly on this particular chart and I will reiterate that point later.

I would like now to turn to Chart IL

Senator RoeEBuck: What is the source of this information?

Prof. Hoop: I have not put sources of information on the charts themselves.
The sources are referred to in the text. These data are the Dominion Bureau of
Statistics Index of Industrial Production, published by the D. B. S.

Chart II shows job seekers or unemployed as a percentage of the labour
fqrce. Again, these ratios have been corrected for the effects of seasonal
variations.

The lower line shows the course of this proportion of unemployment over
the cycle that extended from the second quarter of 1953 to the second quarter
of 1957. You will see that it starts at a little over 2 per cent in the second quarter

“of 1953, rises during the recession phase of that cycle and then falls again in
the expansion phase of that cycle. The upper line is the ratio of unemployment
to the total labour force over the more recent cycle extending from the second
quarter of 1957 to the second quarter of 1960. For the symbol “2Q-57” I am
reading “the second quarter of 1957”. The point about this chart is that the
proportion of unemployment in the more recent cycle has, throughout the
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Chart 1l
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cycle, been higher than it was in the preceding cycle. That, gentlemen, is the
problem with which, I believe, the committee is particularly concerned.

Senator CAMERON: I dit not quite get that statement?

Prof. Hoop: The point is that the ratio of unemployment to the total labour
force in the most recent cycle was higher throughout the cycle than it was in
the preceding cycle. The preceding cycle was from the second quarter of 1953
to the second quarter of 1957; and the more recent cycle was from the second
quarter of 1957 to the second quarter of 1960.

Senator CoNNOLLY (Ottawa West): So that now more than 6 per cent of
the labour force are job seekers?

Prof. Hoop: Yes.

I invite you now to turn to Chart No. V.

This chart is similar to the one we have just been looking at. The data
here, however, pertain to the United States. The dating of the cycles in the
United States is a little different from what it is in Canada but, again, the
same point emerges—namely, that the ratio of unemployment to the total
labour force in the more recent cycle in the United States was higher than at
comparable stages of the preceding cycle, although the degree to which un-
employment, as a proportion of the labour force, was higher in the more recent
cycle in the United States is not as great as the degree in Canada. The spread
between the lines is not as great on Chart No. V as it is on Chart No. II.

Senator REip: That graph has no reference to the time of year?
Prof. Hoop: The effects of seasonal variations in unemployment have
been eliminated from the data; they have been corrected for that factor.

Senator ConnNoLLY (Ottawa West): The end result in the United States
is that just slightly over 5 per cent of the labour force are job seekers?

Prof. Hoop: Yes, as of the second quarter of 1960, sir.
May I ask you now to go to Chart No. IV.

There are three lines on this chart. The data is annual data, and pertain
to figures for a whole year. The upper line shows the value of the goods and
services produced in Canada—the gross national expenditure so-called, meas-
ured, however, at prices that prevailed in 1949.

Senator WALL: 1949 or 1946?

Prof. Hoop: 1949. The index is based on 1946, but the prices pertain to
1949. That is the top line. The bottom line is the index number of job holders
or persons with jobs. You will notice the persons with jobs have risen much
less rapidly than the constant dollar value of the output of the Canadian
economy, the gross national expenditure. The ratio of gross national expenditure
to the number of job holders is shown by the middle line. The fact that that
line rises reflects the increase in productivity in the Canadian economy. I
would not, however, propose it as a measure of the productivity increase,
because no account has been taken of factors such as the decrease in the
number of hours worked per week, and so on.

Now, if I might invite you to turn to Chart No. VL

In Chart No. VI, I have shown the components of the gross national ex-
penditure, the main components—namely, expenditure by consumers, the
expenditure by business on new capital goods—referred to here as “business
gross fixed capital formation”; imports; exports, and expenditures on goods
and services by governments at all levels. These components are shown as a
percentage of the gross national expendlture These ratios are based on what
we call current dellar figures—that is to say, figures wh1ch reflect the price
level of the year to which the figures pertain.
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Chart V

UNITED STATES
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Chart IV
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Chart VI
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I would like to direct your attention, first, to the dashed line, indicated
as “business gross fixed capital formation”. You will notice that the ratio to the
total national expenditure of business capital formation began at something
of the order of 19 per cent in 1949, rose, particularly in 1953, retained its level
through 1954 and 1955, speaking roughly; then in 1956 and 1957 this ratio of
business capital expenditures to total national expenditures rose very sharply;
and since 1957 this ratio has been declining, and declining markedly. I regard
this decline in the proportion of gross capital formation to gross national ex-
penditure as a very significant feature of our present economic circumstances.

To elaborate on that point—

Senator CAMERON: Just before you go on with that, would you give us a
little better understanding of the phrase “gross fixed capital formation”?

Prof. Hoop: The phrase refers to expenditures by business on new houses,
new non-residential construction and new machines and equipment. These
figures include all expenditures on new housing, and include expenditures by
business on non-residential construction and new machinery and equipment.
“Business” here includes what one ordinarily thinks of as business plus Govern-
ment enterprises, but not Government departments.

Senator ConNoLLY (Ottawa West): Like Polymer?

Prof. Hoop: Yes.

Senator RoEBUCK: You speak of consumer expenditure and gross national
expenditure. Are they the same thing?

Prof. Hoop: Gross national expenditure is the sum of consumer expendi-
tures, the business gross fixed capital formation, Government expenditure,
and exports less imports. Imports are entered as a negative item.

Senator ConnNoLLY (Ottawa West): Business gross fixed capital formation
includes pipe lines, rail installations, shipbuilding?

Prof. Hoop: Yes.

Senator ConNoLLY (Ottawa West): Installations like those along the
Seaway?

Prof. Hoop: Yes, anything like that, except to the extent that those ex-
penditures are made by Government departments.

Senator ConNoLLY (Ottawa West): Yes. All the Government expenditures
are in the bottom line?

Prof. Hoop: That is correct.

Senator ConNoLLY (Ottawa West): So that your gross national expenditure
feature is the total of all these, the consumer expenditure accounting for about
624 per cent?

Prof. Hoop: Yes.

Senator ConNoLLY (Ottawa West): Imports account for about 22 per
cent; business gross fixed capital formation, about 19 per cent; exports for
about 22 per cent; and Government expenditure about 19 per cent?

Prof. Hoop: That is correct, with one exception, senator. The gross national
expenditure includes the difference between imports and exports—exports
minus imports.

Senator ConnNoLLY (Ottawa West): I am sorry; that is quite right.

Prof. Hoop: I would now ask you to look at Chart VII-1. I shall come back
to the chart we have just been looking at, but for the moment I want you to
focus your attention on “Business Gross Fixed Capital Formation”. I shall take
a moment to explain this chart. The chart contains two panels. Let me talk
about the right-hand panel first: Gross National Expenditure. In the first place,
these are index numbers. These lines are index numbers.
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Chart VII
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Looking at the right-hand panel, you will note the faint line called
4Q48-2Q53. That line shows the course of the gross national expenditure from
the fourth quarter of 1948 to the second quarter of 1953, with the figures
expressed in index numbers based on the fourth quarter of 1948. The faint
line shows the gross national expenditure over that cycle, beginning with the
peak of activity in the fourth quarter of 1948 and going over to the second peak
of activity in 1953.

The dashed line shows the course over the next cycle, based on the
figures in the second quarter of 1953. They go back to 100 and start again. The
heavy line gives the same sort of information for the most recent cycle.

I read that panel to tell me that the gross national product rose from the
fourth quarter of 1948 to the second quarter in 1953 by something like 52 per
cent above its fourth quarter 1948 figure. Whereas, in the second cycle gross
national product rose only something like 25 per cent over the value it
enjoyed at the beginning of that cycle, the second quarter of 1953. And in
the most recent cycle the expansion of gross national expenditure above its
value at the beginning of the cycle was very much less than either of the
two previous figures. It is a little hard to read the numbers from the chart, but
it is something like 14 per cent—it will be mentioned in the text. This panel
of the chart illustrates the point I was making earlier about the percentage ex-
pansion being less in succeeding cycles, and it also illustrates the shortening of
the duration of the cycles.

May I now direct your attention to the left-hand panel of the chart.

Senator CONNOLLY (Ottawa West): Before you go on to the other panel,
Professor Hood, I note that you bring the reference back always to 100 for the
three cycles.

Prof. Hoop: Yes.

Senator CoNNoOLLY (Ottawa West): I do not quite understand why.

Senator LEONARD: It measures the growth in each period.

Senator CONNOLLY (Ottawa West): Thank you.

Prof. Hoop: In the left-hand panel the same style of graphing has been
used to represent “Business Gross Fixed Capital Formation”. The main point of
this panel is to show that throughout the last cycle, from the second quarter of
1957 to the second quarter of 1960, business expenditures on capital formation
have declined from their peak obtained in the second quarter of 1957; whereas,
the gross national expenditure has been rising, albeit not dramatically. Business
capital formation has on the whole been falling throughout this most recent
cycle. To my mind that is a very important point. There are other charts
here which elaborate upon this point in relation to the components. . .

Senator LEONARD: Before you reach that matter, Professor Hood—on the
other hand, business gross fixed capital formation rose much more rapidly than
gross national expenditure in the other two cycles?

Prof. Hoop: That is correct. I am glad you made that observation.

Senator CoNNOLLY (Ottawa West): The net result of the two, as I read
it, is this: We are continuing to spend at higher levels, but capital invest-
ment in business has been declining?

Prof. Hoop: That is correct. Then, accordingly the proportion of gross
national expenditure accounted for by business capital formation is now
lower, as we saw on Chart VI

I would like to come back, if I may, to Chart VI. May I draw your at-
tention to the line labelled “Imports”. Again, this is the proportion that imports
bear to total gress national expenditure. The ratio has some rises and falls
in it; on the whole, the ratio of imports to gross national expenditure has
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fallen—it has fallen more because the peaks have become lower than
because the bottoms become lower. But on the whole the ratio has declined
modestly.

I would like to explain something about the components of imports,
and to that end I would ask you to turn to Chart XI.

Senator CoNNOLLY (Ottawa West): Mr. Chairman, would it be possible to
have the chart references, as the witness makes his explanation, appear in the
record in dark type so that we could follow the explanation more easily?

The CHAIRMAN: That will be done.

Prof. Hoop: I now refer you to Chart XI the left-hand panel which
pertains to the composition of imports of goods.

The figures shown in the left panel of Chart XI show the proportion of
the various categories of imports to the total importation of goods. The heaviest
line on the chart pertains to industrial materials. You will note that industrial
materials as a proportion of our imports have declined throughout the period
from 1950-59.

Senator CoNNoOLLY (Ottawa West): What do they include, Professor?

Prof. Hoop: Industrial materials include textiles, leather, fur material,
metal materials, chemical materials, and a miscellaneous group of industrial
materials such as oils, fats and rubber, paper and paper products and other in-
dustrial raw materials. That is the category known as “industrial materials”. We
have been importing a smaller proportion in that category.

Senator ROEBUCK: You mention gasoline. That is an industrial material
at times.

Prof. Hoop: It is classified as fuels and lubricants in this classification,
sir.

Senator RoEBUCK: Very arbitrary.

Prof. Hoop: Investment goods, which include machinery and parts,
transport equipment and parts, construction material, such as structural forms
and steel pipes. Investment goods have risen as a proportion of imports through
much of the period from 1950, but latterly, that is to say, from 1957, they have
been declining as a proportion in reflection of the diminished importance of
gross fixed capital formation in the economy. Consumer goods as a proportion
of the imports of goods have in the last two years risen as a proportion; this
is partly because the other components of imports have fallen as a share,
but it is only proper to add that in absolute value, consumer goods imports
have risen in the past two years. In Chart VI, I now direct your attention to
the line labelled, “Exports” which shows exports as a percentage of gross
national expenditure. y

It is manifest from this chart that exports as a percentage of gross national
expenditure have declined. Having established that fact I would like you to
come back to Chart XI, where we were, and look at the right hand panel. I
have just said that exports have declined as a proportion of gross national
expenditure; but in the right hand panel on page 36 we show the components
of exports, and I would like particularly to draw your attention to the
heaviest line labelled, “Metals and mineral materials”. Metals and mineral
materials as a proportion of total exports throughout much of the period from
1950 rose, and rose dramatically, I think is a fair adverb; however, in the
last two years this proportion has first fallen and then risen slightly, but the
advance in the ratio that has been experienced earlier has come to an end.
In spite of the faf:t that our exports as a proportion of gross national expendi-
ture have fallen throughout the period, through most of the period our exports
of metals and mineral materials have been increasing.
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Senator BucHANAN: Is that due to our export of iron ore during that time?

Prof. Hoop: It is owing to a number of things. Iron ore is one;
aluminum, copper, nickel, petroleum, uranium.

Senator ConNNoLLY (Ottawa West): Professor, perhaps you do not want to
go into this kind of thing, I do not know, but I suppose a good deal of that
dramatic rise, as you described it, is due ultimately to the need to rebuild the
devastated parts of Europe.

Prof. Hoop: Yes, sir, in part that is so, especially in the earlier period.
I would definitely agree.

Senator ConNoLLY (Ottawa West): Whether they go directly or indirectly
there, that is probably where the materials wound up?

Prof. Hoop: Yes. The world demand for metals and mineral materials
was very high at the end of the war, and remained high through most of the
decade of the fifties, but there was a decline in the demand for many of those
materials in the last two years.

Senator CroLL: Will you be covering that point later on?

Prof. Hoop: Yes.

Senator CAMERON: Could you say what is responsible for the dramatic
rise from 1954 to 1957 in components?

Prof. Hoop: I think that was largely a United States demand.

Now would you turn to Chart XII. This chart shows for the period 1946
to 1959 our exports less our imports in three different categories of com-
modities, namely, raw materials, partially manufactured goods and chiefly or
fully manufactured goods. I would like to repeat that, if I may. The chart
shows exports less imports in three categories of goods, raw materials, partially
manufactured goods and chiefly or fully manufactured goods. This is a clas-
sification used by the Bureau of Statistics. The first thing I draw to your
attention is that our balance of trade, if you like, our exports less imports
of raw materials, has grown over the post war period. That is shown by the
fact that the exports less imports of raw materials, has grown over the post
war period. That is shown by the fact that the block of the chart labelled,
“Raw materials”, has become wider as the years have progressed, not regularly
so every year, but by and large become wider. The same is true of partially
manufactured goods. Our exports in this category exceed our imports by more
now than they did at the beginning of the period. On the other hand, in respect
of chiefly or fully manufactured goods, while we started the period with our
exports approximately equal to our imports, we have ended the period, in
1959, with our exports less than our imports by an amount which is over $2
billion.

Senator CroLL: Professor Hood will you define that in some way, or if
you will cover it later it will be all right with me?

Prof. Hoop: I do not have it handy.

Senator CroLL: Is it covered in the text?

Prof. Hoop: No, it is not covered in the text, but I could get it.
Senator LEoNARD: What about motor cars?

Prof. Hoop: That is fully manufactured.

Senator LEONARD: That is fully manufactured?

Prof. Hoob: Yes, although we don’t export many; we 1mport plenty. Motor
cars are in the fully manufactured category.

Senator SMITH (Queens-Shelburne): I am a little curious as to what
you include in partially manufactured goods.

Prof. Hoop: Pulp, iron, steel forms.
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Dr. DEuTscH: Steel concentrates. It is material that needs to be further
processed but is partly manufactured.

Prof. Hoop: Now if you turn to Chart XIII, you will see a similar chart.
This shows the same sort of thing in respect of our trade with the United States
alone, rather than as before with all countries combined. I will not pause to
make any comment on it. The story is much the same in its general pattern,
although in respect of raw materials we started the post war period with a
deficit, imports greater than exports, in our trade with the United States. We
have now reversed that position.

Senator WALL: Professor Hood, if I am reading Charts XII and XIII cor-
rectly, we were had a considerable deficit in our trade in manufactured goods
with the United States in 1946, but we were evidently exporting fully manu-
factured goods to other countries and, therefore, the margin on Chart XII is
much narrower—am I correct?

Prof. Hoop: That is a correct interpretation, Senator Wall.

Chart XIV is the next one I would like to speak to.

A word of explanation about this chart, and may I direct this explanation
to the righthand panel, headed “Goods and Services” and the same will apply
to the other panels. There are three lines on this chart, one pertains to the
labour force, that is the thin line at the bottom, and that is more properly
labelled “Employment”—I mean that “Labour Force” is better called “Employ-
ment”. The heaviest line shows gross domestic product. To all intents and
purposes this is a measure of the output of the groups of industries. It is a
measure of the output and is expressed in current dollars. The statistical
system does not permit me to give you a physical measure there. The other
line shows public and private investment, capital formation in the goods and
services industries combined. These are annual figures. This is not a cycle
on cycle chart. This shows annual figures of employment, output and capital
investment in the goods and services industries.

In the middle panel the same sort of information is shown for goods,
and the same sort of thing is shown for services. The point I would make is
this, the increase in employment in the services industry, as shown on the
lefthand panel, is significantly more than the increase in employment in the
goods industry, which is virtually nothing, taking the period as a whole.

There are other points that stand out in the chart. Note that the decline
in investment in the last two years has been greater in the goods industry
than in the services industry. Mr. Denton referred to the fact of the difference
between the goods and services industries and this will further elaborate
the point.

I would now like to discuss Chart XVII.

This chart is a comparison of the goods and services industries in Canada
and the United States in respect of output and employment, output being
shown in the bottom and employment being shown in the top two graphs.

Let us look at employment. In Canada, on the left, in the goods industry,
as we just saw, there was virtually no increase in employment, and a sub-
stantial inérease in the services industries. In the United States in respect of
employment, it shows that the increase in employment in the goods in-
dustries is higher and particularly because a decline in agricultural employ-
ment was not so intensive in the United States. The increase is nevertheless
lower in the goods industry than the increase in employment in the services
industries in the United States. In respect of output, output of the services
industries has increased more in Canada than output of the goods industries,
and to a lesser degree the same is true in the United States.
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Chart XIX
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Senator BUrRcHILL: How do you measure output of the services industries?

Prof. Hoopn: This is the value of the services rendered by the services
industry. The services industries include a variety of things such as wholesale
and retail trade, the professions; the transportation industry has been included
in the services industry here. The precise method varies from category to
category. These indexes are based on current dollar values of those services.
Existing statistics do not permit me to give you a constant dollar value.

Now I will discuss Chart XIX.

This chart looks rather complicated. I am going to deal only with the very
top part of it. This is a comparison in some detail of the change in employment
in manufacturing industries in Canada and the United States from the first
half of 1953 to the first half of 1960. If you will look at the upper block on
the bar chart on the left, which pertains to Canada, you will note that it lies
to the left of the vertical line, and that indicates there has been a decline
in manufacturing employment in Canada, a percentage decline of, I do not
remember the numbers but something of the order of 24 per cent.

Senator LEonaARrD: Is that a percentage of the total employment? Is that
a ratio of total employment?

Prof. Hoop: No, sir, employment in the manufacturing industries; it was
less in the first half of 1960 than in the first half of 1953 by that percentage.

Senator LEONARD: But you actually show the number of people employed?

Prof. Hoop: The count of heads is lower by that percentage.

Employment in the manufacturing industries in the United States moved
in the same direction and to a greater degree over this period. That is shown
by the position and size of the block at the top of the U. S. A. chart. So in
Canada and the United States the same thing occurred, that is to say a decline
in employment in the manufacturing industries.

Senator LAMBERT: But to a lesser degree in Canada?
Prof. Hoop: Yes.

Senator CAMERON: Would that be roughly 2} per cent as against 5 per
cent?

Prof. Hoop: Approximately so, yes.
The final chart which I would like to refer to is Chart VIIIL

This again is comparison as between Canada and the United States. We
have looked at charts of this kind before—cycle on cycle charts. On the left are
two panels pertaining to Canada. On the right are two panels pertaining to the
United States. I would like to compare in particular the capital formation
charts for Canada and the United States. The extreme left panel is the one for
Canada. I have drawn that to your attention before, and I have also drawn to
your attention the declining line for the second quarter of 1957 to the second
quarter of 1960.

In the United States the capital investment has also been weak in this
most recent cycle. It has not been as weak as in Canada, but it has been weak;
and I would like to establish that point.

Also looking at the gross national expenditure panels for Canada and the
United States, it may be seen that the degree of expansion in the United States
has diminished from cycle to cycle, and the duration of expenditure in the
United States has diminished from cycle to cycle, as it has in Canada. That
indicates to me that our present conditions are to be attributed in part to
factors which are’North American in scope and not merely Canadian.

That leads me to the concluding section, which I would now like to read.
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Dr. DEuTscH: Mr. Chairman and gentlemen, Professor Hood has sum-
marized for you what is contained in the first 70 pages of this document which
has been distributed. We thought it preferable to do it in this way, rather than
read the whole 70 pages. Of course, at your leisure you can go back and follow
this in greater detail, if you wish. It is all explained here very carefully.

However, we thought it useful that Professor Hood should read to you his
concluding observations, which begin on page 70. He has drawn certain broad
conclusions from this material which, I think, would be well worth reading to
you now.

(—For full text of the report prepared by Professor W. C. Hood for the
committee, see Appendix at end of proceedings.)

Prof. Hoop: This is the section headed “Summary and Interpretation of
the Changes in the Demand for Labour.”

From our review of the changing demand for labour, one fact of over-
riding importance emerges. This is the fact that the rate of growth of the de-
mand for the output of the Canadian economy has receded from the very high
levels achieved in the earlier years of the nineteen fifties. The decline in the
rate of growth of demand for output implies a decline in the rate of growth
of demand for labour which, coupled with a continuing increase in the rate of
growth of the labour force, has made for a persistent rise in the level of
unemployment.

The great expansion of the fifties has wrought many changes in the Cana-
dian economy. It has changed the composition of output including exports, and
the composition of imports; it has changed the relative importance of our
various industries, and consequently the industrial composition of the working
labour force. All of these changes have required adjustments. Labour and
capital have had to be allocated and re-allocated in changing proportions. In
the period of rapid growth these adjustments were made and made very
effectively.

In the period of the declining rate of growth adjustments continue to be
necessary. However, adjustments in the nature of re-allocations of resources
are more easily made in periods of rising than in periods of falling growth
rates. Accordingly the problems of adjustment receive more notice and dis-
cussion in periods of falling growth rates. It is important to remember however
that the special difficulty of adjustment in a period of declining rates of growth
arises not from the need to make more adjustments or greater adjustments—
indeed the contrary may be true—but from the very fact of declining rates of
growth. In my opinion this is a very important point and one with significant
policy implications.

We entered the postwar period with many years of wear and tear on our
capital assets to be made good and with many new ideas and needs for struc-
tures and machinery. Consumers and business alike were anxious to renew
and expand their capital. Apprehension over a possible postwar recession
receded when the effects of pent-up demand, fortified with pent-up liquidity,
were felt in the marketplace. This first great wave of postwar expansion was
further supported by contributions which Canada made to the recovery of
European countries through government loans used in large measure to finance
the export of our goods to them. The atmosphere of expansion was also en-
hanced by the rapid growth of population and of new families and by the
shift of the population from rural to urban areas and from urban areas to
suburbs. World demand for our raw materials though not as great as it was to
become later was nevertheless strong and contributed to our rising rate of
growth. -

Scarcely had we recovered from our 1949 pause for breath when the
Korean war broke out with its attendant increase in defence expenditure,
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domestic speculative buying and world demand for raw materials, many of
which we were in a position to supply. Exploration for further supplies of raw
materials was intensified and capital expenditures for development of resources
were expanded. At the same time, population continued to grow rapidly—
immigration reached a new postwar high in 1951—and the internal shifts of
the location of the population with their associated demands for housing and
domestic capital continued apace.

Following the termination of the Korean war there was a reduction in
defence expenditures, some slackening in the growth of capital formation and
a period of inventory run-down. The recession of 1953-54 was not a severe
one however. Expanded investments in resource development, especially in our
newer export industries, led the way into the third great postwar advance. On
this occasion, however, there was not the stimulus of long postponed demands
as there was after the war, nor was there the added impetus of an increase in
defence spending as there had been in the 1950-1952 period. The rate of growth
of the population, which had receded from its high of 1951-52, again spurted
in 1956-57, the years of maximum postwar immigration, but fell off again
subsequently. The expansion in 1955 and 1956 while it carried the economy to
unprecedented heights was shorter and involved lower percentage increases in
the indicators than the previous expansion.

Senator WALL: Could I intervene with a question at this point?

Am I correct in assuming that one of the factors in any of the periods
of expansion, and a significant factor, was immigration? Can I make that
inference? You say: “The rate of growth of the population, which had re-
ceded from its high of 1951-52, again spurted in 1956-57, the years of maxi-
mum post-war immigration—" That would be one of the factors, would it?

Prof. Hoop: Yes. I think that immigration creates a demand for goods
and services within Canada, and that in that sense it has contributed to the
growth in the demand for goods and services.

After the recession of 1957-58, expansion again set in but this time none
of the major stimulating forces that had predominated in one or other of the
preceding periods of postwar expansion was operative. Certainly there was
not a drive to renew assets wasted by war nor was there stimulus of defence
spending. Capital investment in the resource industries actually declined,
though the figures were still high. Finally, the rate of growth of the population
fell to its lowest postwar level. Accordingly, this most recent period of ex-
pansion was short-lived and led only to modest increases in the indicators;
indeed, as we saw earlier, business expenditures on fixed capital expenditure
did not regain, in this fourth formation, the levels they had attained in the
third expansion.

Increases in the demand for particular classes of output have sparked
the three major expansions of the postwar period. Prominent among these
primary sources of strength have been the foreign demand for certain of
our raw materials and domestic demand for housing and other durables.
Defence expenditures were prominent in one expansion as we have noted. The
growth in demand for primary materials, especially metals and mineral prod-
ucts, led to very large capital expenditures in these resource industries and to
a pronounced rise in the proportion of our exports made up of these mate-
rials. The increases in the demand for housing and household durables stem-
ming from the rise in family formation and the shifts in population location
led to substantial growth in the residential construction industry and in the
sale of consumer durables.

Of course these primary changes, leading to increased capital invest-
ment and output also led to rising income and hence to secondary changes
that permeated the economy and stimulated most branches of activity. Thus
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non-residential capital formation was by no means confined to the resource
industries nor were increases in domestic demand confined to homes and
household goods. We expanded our productive capacity in a great variety of
fields and increased our consumption of most classes of goods and services.

The rise in national income not only stimulated demand generally but it
had the effect of stimulating some demands more than others. The responsive-
ness of demand to income changes is not the same for all classes of goods and
services. We cannot go into detail here, but some examples will illustrate
how the very rise in income serves to alter the composition of output. With a
rise in income, an increasing proportion of income is apparently spent on
services and a smaller proportion on goods. This is a broad generalization that
hides important changes within the various categories. Thus while expendi-
tures for food tend to rise at a lower rate than income, expenditures for
consumer durables rise at a higher rate. Within the food category, expenditures
on cereals tend to rise at a lower rate than expenditures on meats. Within the
services category a rise in national income apparently induces a greater
rate of increase in the use of private means of transportation than certain
public means and this in turn generates a greater need for investment in
highways for the motor car than railroads for passenger trains. These are
but a few examples to illustrate the point. The point is that while it is some-
times possible to identify primary forces in an expansion and to associate some
changes in the composition of output with those primary forces, the very
increases in income which they induce generate further forces of expansion
and further changes in the composition of output.

The increases in capital investment that we have made in the postwar
years have brought with them improvements in productivity; that is in the
rate of output per man-hou? of input. We have noted that productivity has
shown very satisfying gains in Canada throughout most of the postwar period.
Capital investment may contribute to the advance in productivity in many
ways. I shall cite two. New investment in machines and structures, of a design
roughly similar to that already existing, may replace older machines with
more efficient newer ones, or may, by adding to the existing assets, raise the
ratio of capital to labour nearer to an optimum level. Investment in machines
and structures of basically new design may be the necessary adjunct to the
introduction of basic changes in technology. Improved productivity in any
industry derives from a multitude of sources. New investment, increased skills
of the labour force, and new ideas as to the materials to be used, the machines
to work them and the processes to be used, as well as many other factors,
all combine to increase the output of an hour’s work. We may also note that
an expanding economy provides the more suitable atmosphere for the intro-
duction of technological changes, and the associated capital investment. This
is one of the reasons why in periods of expansion the forces of growth gather
strength as the expansion develops.

While changes in technology bring growth in productivity they also change
the composition of demand and the structure of industry. The examples of this
effect are myriad. The technological developments which gave us synthetic
textiles have meant a partial substitution of chemical raw materials for natural
fibres in the textile industry and have thereby affected the economics of
location in the textile industry. The development of efficient means of con-
-verting oil into motive power and heat energy has resulted in an enormous
swing in our demand for energy materials from coal to oil. These changes
have been reflected in the great increase in our production of oil and decrease
in production of coal. These changes have also affected the composition of our
exports and imports and have meant the economic decline of our coal mining
regions and enormous economic gains for our oil producing regions. Changing
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technology affects not only the materials we use and the capital equipment we
need but also the products we make. The perfection of the internal combustion
engine—to go back in history—and metal working technology combined
with the perfection of the art of mass production to give us the automobile.
Thousands of other examples could be cited, from motion pictures and tele-
vision to detergent soap and plastic-soled shoes. The changes in technology
with their attendant growth in productivity, changing structure and location
of industry, and composition of demand for raw materials, capital goods and
consumer goods, are the stuff of which economic advance is made. Their
introduction stimulates expansion and in turn is stimulated by expansion.

Changes in the composition of demand, whether deriving from changes in
technology or from other sources, require the reallocation of resources in the
economy. The principal mechanism through which this reallocation is accom-
plished is the price mechanism. An increase in the demand for our raw
materials and semi-manufactured goods, for example, will inevitably lead to
an increase in the expected level of earnings from the production and sale of
these goods. This is the essential prerequisite to an expansion of their output.
In order to accomplish an expansion in output, of course, it is necessary to
attract labour and capital into their production. This may be done readily and
with virtually no increase in the rates of return offered to labour and capital
when these agents of production are not employed in other lines of activity.
When they are so employed, however, it is necessary to attract them from
these alternative employments and to attract the new entrants to the labour
force by the offer of relatively higher rates of return. Insofar, however, as the
expansion of these industries will create increases in income and new demands
for the output of other industries, these other industries subsequently will seek
to retain their agents of production and, indeed, to increase employment of
them. Accordingly, increases in the returns of factors of production in the raw
materials and semi-manufactured goods industries will spread through the
economy as the expansion proceeds. The effects on costs per unit of output
in any industry will depend upon the advances in productivity in that industry.
Increases in costs per unit of output will be smaller the greater are the gains
in productivity. ® This is a broad generalization and in applying it to the
analysis of any particular industry it requires qualification in several respects
which we shall not enumerate here. As a broad generalization, however, it fits
the facts of our Canadian experience rather well as we illustrated earlier by
reference to the detail of the manufacturing industries in Canada in the post-
war period.

Not only do changes in relative demand combine with changes in produc-
tivity to produce changes in relative costs; together they determine the
changes in the relative demand for labour in the various industries of the
economy. An increase in demand in any industry will occasion an increase
in output. This increase in output will be limited by the extent of the price
rise entailed in expanding output. Increases in productivity will operate to
reduce the increase in price occasioned by increases in demand. Thus, the
greater is the increase in productivity the greater will be the increase in
output occasioned by a given increase in demand. In this sense, advances in
productivity increase the employment of labour in the industry. On the

1. It follows that in principle, it is possible for expansion to proceed without an advance
in the general level of prices of final goods and services. We shall not pause here to analyze
the effects of expansion upon the general level of prices beyond remarking that they depend
particularly upon the rate of advance of productivity in the economy and the rate of expan-
sion of the money supply.
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other hand, a given increase in output will entail a larger increase in the
demand for labour, the smaller is the increase in productivity.®
We have noted that there has been a greater increase in employment in
the service industries in Canada than in the goods industries. Though the
data necessary to test the hypothesis are inadequate, they appear to support
the hypothesis that this divergence is to be attributed both to the greater
relative increase in real output of the service industries and to the lesser
relative increase of productivity in the service industries.”
Senator CoNNOLLY (Ottawa West): Professor Hood, before you commence
the next paragraph may I draw attention to the last paragraph which reads:
Though the data necessary to test the hypothesis are inadequate,
they appear to support the hypothesis that this divergence is to be
attributed both to the greater relative increase in real output of the
service industries—

That I understand.

“_and to the lesser relative increase of productivity in the service
industries.”

Prof. Hoop: Relative to the goods industries, yes.

Senator CoNNOLLY (Ottawa West): When you talk about the lesser rela-
tive increase in the productivity in the service industries—

Senator LEONARD: On what do you base that hypothesis?
Senator ConNoLLY (Ottawa West): Yes.
Prof. Hoop: On what do I base that hypothesis?

Senator LEONARD: Yes, that there is a lesser relative increase of produc-
tivity?

Prof. Hoop: All I can say is that the data one can look at in this is incon-
clusive and it is a difficult problem to measure not only the productivity of
the service industries but the output in the service industries. I am giving
here an impression based upon scattered bits of data I have been able to look
at, and I have presented it as an impression.

Senator ConnoLLY (Ottawa West): You would not argue, I suppose, that
mechanization in the service industries has failed to increase productivity?

Prof. Hoop: I think it has increased productivity.

Senator ,CoNNOLLY (Ottawa West): It has actually increased productivity
but perhaps the rate of increase of productivity has not been as great as it
has been in the goods industries due to technological changes.

Prof. Hoop: That is right. That is my impression but it is very difficult
to document it. ;

Senator ConNoLLY (Ottawa West): These impressions are pretty impor-
tant to the committee because you have given the matter intensive study.
Sometimes the impressions are very valuable to us. That is why, if you don’t
mind, that we interrupt—

Prof. Hoop: That is fine. I am delighted.

1. Strictly, the argument should be that the rate of increase of demand for man hours of
labour varies inversely with the rate of increase of productivity. The argument is as follows:
If productivity is defined as output per man hour, then the rate of increase in productivity
equals the rate of increase of output less the rate of increase in man hours. From this we
conclude that the rate of increase in man hours equals the given rate.of increase in output
less the rate of increase in productivity.

2. By an argument similar to that used in the previous footnote it may be shown that
the rate of growth of the ratio of employment in the service industries to employment in the
goods industries is equal to the rate of growth of the ratio of their outputs less the rate of
growth of the ratio of their productivities. ;
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Senator LAMBERT: I would like to ask a more basic question. In the con-
trast and comparison between services and goods the demand for services
exceeds the demand for goods. Is that not due to a human impulse as much
as anything else, that people would rather have the services? To put it in the
common, ordinary way, a person, if he could afford to do it and times are
better, would prefer to use a chauffeur or taxi rather than drive his own car.

Senator CoNNOLLY (Ottawa West): Or ride in a bus.

Senator LAMBERT: Or ride in a bus; or buy furniture for his house.

Prof. Hoop: I would not disagree with that observation.

Senator LAMBERT: It is purely a human trait of show as much as anything
else.

Prof. Hoop: I have no reason to quarrel with that, Senator Lambert.

Senator LAMBERT: It is purely psychological.

Prof. Hoop: That is on the demand side. Translating that to a demand
for labour in the service industries is another matter.

Senator LAMBERT: A statistical record cannot reflect that factor at all
but it seems to me that it is a matter of ordinary observation.

The CrHAIRMAN: What would you say would increase productivity in the
service industries?

Prof. Hoop: One example has been offered of mechanization. I should
think that the dieselization of the railroads would be one.

Senator ConNoLLY (Ottawa West): And front-lift trucks.

Prof. Hoop: That is a very exciting example, I should think. In the field
of trade it seems to me that the supermarkets with their self-service have
probably increased productivity. There are many reasons to suppose that
productivity has increased in the services but the problem is: has it increased
as much as in the other industries?

I have been speaking of the postwar expansion of the economy. I have
argued that this expansion in each of its first three waves was stimulated by
great increases in the demands—especially of foreigners—for our raw materials
and partly manufactured goods and by demands for a variety of goods re-
sulting from domestic population growth and shifts. We have recognized that
other primary factors have been at work at various times such as the backlog
of demand, domestic and foreign, at the end of the war and the defence spend-
ing associated with the Korean War. We have suggested that expansion
resulting from these primary sources of strength generated increases in income
and further, more widespread, increases in demand for output. We have
indicated that the direct and induced changes in demand combined with
changes in technology produced varying changes in productivity, costs, output
and demand for labour in the various industries. Throughout the memorandum
I have repeatedly referred to the great expansion of our physical assets—
structures and equipment—that has taken place in the postwar period.

I began this concluding section by emphasizing the fact that the rate of
growth of the economy has declined. I return to this point now. The rates
of growth of the two prime sources of increased demand in the postwar period,
namely, foreign demand for our raw and semi-finished materials and our own
population, have declined. Our exports of forest products, through strong in
1959 by comparison with 1958, were approximately at their 1955 level in 1959.
Our exports of metal and mineral materials, again though strong in 1959 by
comparison with 1958, were very little above their 1957 level in 1959. The
population, which grew by some 12.1 percent in the four year period 1951 to
1955, grow by only 10.7 percent in the four year period 1956 to 1960. That is
measured at June 1st. Net family formation figures in 1958 and 1959 were
lower than in any other postwar year.
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The decline in the rates of growth of demand from these two prime sources
with the consequent slowing down of the demands which they induce in-
directly, has left us in the position of having large amounts of excess capacity
in various sectors of the economy. We do not have official figures of output
capacity in Canada, but the comparison of the capital investment figures
with the output figures, (as in Chart XV for example) leaves little doubt that
capacity has risen much more rapidly than output in many sectors of the
economy. In the 1958 annual report of the Department of Trade and Commerce
the following table appears:

APPROXIMATE PERCENTAGE INCREASE IN CAPACITY
IN TWO YEAR PERIOD 1957 and 1958

Commodity % Increase Commodity 9% Increase
INEWSPITIT . W% o, Saale v 15 b oy BT s el gl e g 26
WoOHDUIP" F{R 0 & 15 Petroleum Crude ..... .... 60
RIUMIRI 5 DR, S 16 Petroleum Refined ........ 22
NGt RO TR Ak 9 L5105 o Lot e EyA RO A S 25
COPPer I 5atiiah TRCIe; 15 O BT L EEL Y, o s g e os oo 15
ASDestls, | VWA TS S 13 Electric Power ,.......... 25

There were of course increases in capacity both before and after the years
1957 and 1958. In the face of the decline in the rate of increase of output it is
manifest that excess capacity exists. In the residential housing field which has
been stimulated from time to time by government measures, the number of
dwellings completed has exceeded the net number of new families formed in
every year since 1953. It cannot immediately be concluded that the available
houses, new and existing, were distributed across the nation in proportion to the
distribution of the population, but this evidence, considered with the direct
evidence from the housing market suggests that excess capacity has also
developed in respect of certain types of housing. This is not to say that there is
no need for urban renewal programs—this need must be judged on different
grounds.

The emergence of excess capacity in the face of the decline in the rate of
growth of our primary expansive factors must be held to be responsible for
the great weakness in capital spending to which I have referred several times
and which is the proximate cause of the decline in the rate of growth of our
national output and employment.

I have referred repeatedly, throughout this memorandum to similarities
between the developments in the United States economy and in the Canadian.
The developments have not been identical of course but they have been similar.
Both economies experienced the stimulus of post-war pent-up demands. Both
economies contributed to the export of goods to Europe during the period of
European recovery. The Korean war brought expansion in the United States
as it did in Canada. In both countries there have been large increases and
shifts of population in the post-war years. All of these changes have induced
substantially capital expansion. Latterly, there has been a decline in population
growth in the United States as in Canada. Both countries have been affected
by the changed climate of international trade resulting from the flowering of
the European economy, the stunning economic growth of Japan and the emerg-

" ence of new sources of primary and semi-manufactured materials.

It is true that the forces of expansion and the subsequent weakening of
these forces have affected the two economies in different degree and in different
particular respects. For example, the Canadian economy grew more rapidly
in the third post-war expansion than did the American, and her decline in
growth rates was correspondingly more severe than the American in the en-
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suing expansion. But in both countries the failure to demand to grow at as great
a rate as capacity has meant the emergence of excess capacity and with it further
curtailment of capital spending and the onset of economic recession.

In the face of the similarities of the Canadian and American experience,
it is futile to argue that the present slackness in the demand for labour in
Canada is due to peculiarly Canadian conditions. The problem is North American
in scope, the rate of growth of demand for North American output has declined.

Having set forth what I believe to be the essential cause of such of our
present malaise as is not to be attributed to a mere distortion of the relation
of inventories to sales, I should like at this point to refer briefly to certain
developments upon which our condition should not be blamed.

Associated with our post-war economic growth has been a very consider-
able increase in the ownership and control of enterprises in certain industries
by non-residents especially in the United States. It is sometimes contended
that this increase in non-resident ownership is in some way responsible for
the present conditions of unemployment. Such a contention is, of course,
nonsense. There is no evidence that the decline in the rate of growth of
Canadian population is to be attributed to the rise in American ownership of
Canadian mines, oil wells or manufacturing concerns. Nor can the decline in
the rate of growth of foreign demand for our raw materials and semi-
manufactured goods be attributed to the growth in foreign ownership of Cana-
dian enterprises in these fields. Many of the manufacturing concerns in Canada
that are subsidiaries of foreign enterprises have long been established in this
country; indeed many came here with the establishment of empire preference
tariffs. It may be that some of them are not oriented toward the development
of export markets in non-empire countries but, be that as it may, their existence
in Canada is not the fundamental explanation of the decline in the rate of
growth of the Canadian economy.

As Canadians we may prefer a lower to a higher degree of non-resident
control of our enterprises. However this preference cannot be supported on
the ground that such non-resident control has contributed to the decline in our
rate of growth. Any attempt to support such a preference with an argument of
this kind beclouds issues and analysis of them.

It is sometimes argued that our present difficulties are to be attributed to
the increase in our imports. This argument has two facets. On the one hand
it has been contended that over the past several years Canadians have over-
indulged themselves by importing too heavily and in so doing, by some
unexplained mechanism have brought on the slowing down in the rate of
economic advance which we are now experiencing. This argument, to my
mind loses all significance when it is recalled that imports as a proportion of
Gross National Expenditure have, on the average, shown a modest downward
trend since 1951. This fact is illustrated in Chart VI. On the other hand, it
is argued that recently there has been an increase in imports of goods and that
this is a major cause of our difficulty. It is true that in 1959 imports of goods
were higher than they were in 1958. It is also undoubtedly true that certain
of our industries have been subjected to stronger competition from imports in
the past year or so than they were prior to this. But standing against these
facts are the further facts that imports in 1959 were only a minutely larger
proportion of national income than in 1958, and that in 1960, to date, imports
of goods are running at approximately the same level as in 1959. These oppos-
ing considerations lead me to the conclusion that while certain industries
have been faced with problems of adjusting that have been rendered more
difficult by the decline in the economy’s rate of growth, the decline in the
rate of growth itself cannot be explained by these examples of import
competition.
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Another line of argument that has been put with some force is that our
present difficulties result from a prolonged period of extravagant living
financed by others. Our present difficulties are attributed to capital imports
by this line of argument in several ways. One version of the argument is that
the capital import leads to non-resident control of industry and thence to
economic malaise. I have already expressed a view on this argument. A second
version of the argument is that the waves of expansion in the post-war years
led to inflation and that the inevitable consequence of inflation is recession.
I would not deny that we had inflation, nor would I deny that the business
cycle exists, having not yet been conquered by the exercise of appropriate
policies. Of course what in fact happened during the period following 1952
was that the United States undertook to transfer a portion of her real national
income to Canada. By virtue of this, the inflation we experienced was less
extreme than it would otherwise have been. Indeed with hindsight we can
now see that an even more vigorous control of the domestic money supply in
Canada in the periods of our great expansion might have induced an even
greater transfer of resources to Canada from abroad and rendered the control
of inflation more effective. A third version of the argument is that the rate
of capital inflow within the last several months has been a major cause of
our difficulty. I am not so inclined to resist this argument, though I should
express it in quite this way. I have contended that a major cause of the
decline in our rate of growth has been the decline in the rate of growth of
our exports of certain classes of goods. The falling off of this growth rate
has meant, given other prevailing economic conditions, that our import of
capital has been larger than it would otherwise have been, but it is the falling
off of these exports rather than the import of capital per se to which I should
attach major significance. The excess of imports over exports is of course equal
to the capital inflow, and I have already commented upon the recent changes in
imports. While in my opinion the present rate of capital inflow is not a factor
of primary significance in explaining the source of our present difficulty,
certain policies which I would deem appropriate in the present circumstances
would have the effect of reducing the capital inflow.

I shall comment on only one other of the explanations of our present
retarded growth which I believe to be inappropriate. The argument is some-
times made that the decline in our present rate of growth is to be attributed to
the fact that growth in the various geographical or indusrial sectors of the
economy has not proceeded at equal rates; that some sectors have grown
more rapidly, than others. It is of course true that if a decline in the growth
rate in sector A is offset by an increase in the rate of growth in Sector B,
then the overall rate of growth will not decline. It is quite another matter to
argue that a decline in the rate of-growth in sector A is caused by the fact
that it has heretofore exceeded the rate of growth of sector B. To be more
concrete, it is not obviously true by any means that the decline in export
demand for our raw materials is to be attributed to the failure of secondary
manufacturing to grow as rapidly as our mining industry. Nor is it obvious that
if our secondary manufacturing industry had grown more rapidly that it would
on that account be the better able to offset the effects of a decline in export
demand for raw materials by increasing its rate of growth yet further. Indeed
one may argue in quite the opposite vein and contend that to the extent that
genuine imbalance arises from unequal rates of growth, this will be recognized
in the market place by an increase in the demand for the output of the more
slowly growing sectors and by an increase in investment and employment in
those areas. The fact that such a development does not occur must be taken as
prima facie evidence that no genuine imbalance existed.

If the above analysis is correct, and the present economic recession is to
be attributed principally to a decline in our rate of economic growth reflecting
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a decline in the demand for the output of the Canadian economy, then it
follows that the primary emphasis in economic policy should be upon
measures that will most readily and effectively stimulate the demand of
residents and non-residents alike for Canadian output. This necessarily brings
us to the consideration of policies pertaining to taxes, money supply, exchange
rates, social capital and, for the longer term, our competitive position in the
international economy. However, this is where prescription begins and diag-
nosis ends, and so I must conclude as it was intended that this study should
be limited to a presentation and analysis of the facts.
Senator CroLL: At the top of page 81, you say:
Of course what in fact happened during the period following
1952 was that the United States undertook to transfer a portion of her real
national income to Canada.

I did not quite catch the impact of that statement.

Prof. Hoop: What I mean by that is this, sir, that in that period our
imports from the United States exceeded our exports to the United States
and the balance, the financing of that, was largely by capital raised in the
United States.

Senator CroLL: Was that the first time it exceeded?

Prof. Hoop: No, not the first time.

Senator CroLL: Why did you fix 19527

Prof. Hoop: Well, in 1952 in our trade as a whole we had a slight sur-
plus, and since 1952 we did not.

Senator CroLL: The triangle has not worked since 1952, is that what
you mean?

Prof. Hoop: No, it is not the triangle I had in mind in particular. I am
not too strong on that year of 1952, and I will be glad to go back further,
because with respect to our trade with the United States what I say is true
back of 1952, but I landed on 1952 because in our overall trade that year
we had a modest surplus, not with respect to the United States, but with
all countries.

Senator ConnoLLY (Ottawa West): In that whole period there has been
a very substantial capital investment of American funds in Canada?

Prof. Hoob: Yes, sir.

Senator ConNnNoLLY (Ottawa West): But you say what, of course, in
fact happened during the period following 1952 was that the United States
undertook to transfer a portion of her real national income to Canada. Now,
just for the record, that I take it does not mean that you think this was
a matter of American policy?

Prof. Hoob: I am glad you asked that for the record, in order to have that
observation made. I agree with you.

Senator CoNnoLLy (Ottawa West): It was done because individual
Americans saw opportunities here, and generally it was an optimistic time?

Prof. Hoop: This was not a matter of government policy.

Senator ConNNoLLy (Ottawa West): Generally speaking, they looked for
fertile fields for investment, and these people found fertile fields, at least in
that period, in Canada?

Prof Hoop: What they conceived to be fertile fields, yes.
Senator CROLL: And are they in fact fertile fields?
Prof. Hoop: And have in fact been fertile fields.




MANPOWER AND EMPLOYMENT 89

Senator LAMBERT: Mr. Chairman, is it fair to use as interchangeable terms
the transfer of American income and the exportation of capital for investment
in Canada? I suppose it is practically the same thing in a cumulative way,
anyway. The phrase in your brief is that there has been a transfer of American
income.

Senator CroLL: Real income.

Senator LAMBERT: Real income.

Prof. Hoop: Yes.

Senator LAMBERT: Well, that is the same as saying capital investment?

Prof. Hoop: Just the same thing.

Senator LEONARD: You mean real income goods, don’t you?

Prof. Hoop: Goods and services.

Senator LEONARD: Not investment or money?

Dr. DEuTscH: Capital imports into a country can only take the form of
goods and services.

Senator LEONARD: That is the point.

Senator SMi1TH (Queens-Shelburne): May I ask the professor a question?
He did not mention anything about the premium on the Canadian dollar. Would
he care to say what changes would have to take place in the Canadian economy,
or the present position with regard to the United States trade, and so on, that
would reduce the Canadian dollar to par? What kind of changes are needed?
I am a little confused on that subject, as I think many of us are.

Prof. Hoop: It would seem to me that a policy designed to reduce the value
of the Canadian dollar with respect to the American dollar would be a policy
pursued principally by the monetary authorities, and the way in which that
would work out would be this: An expansion of the money supply greater than
we have enjoyed or experienced in the last three months, say, would have had
the effect of reducing interest rates in Canada relative to interest rates in the
United States. This would have had the effect of reducing the import of capital
into Canada, and lowered the exchange rate; this would have made the Cana-
dian dollar less valuable in terms of the American dollar. Of course, the
consequence of that would have been stimulation of our exports and a switching
of demand for imports to demand for domestically produced goods, and I would
think would have been wholly salutary under the circumstances. There is one
difficulty in this policy that I have been stating, and that is whether in fact
the increase in the money supply would have brought the requisite fall in the
rate of interest. The reason it might not have brought the requisite fall in
the rate of interest, if I may say so Mr. Chairman, was because the monetary
authorities announced publicly that there was nothing that monetary policy
could do in our present circumstances, and if the market chose to react in a
certain way to that statement, then indeed the expansionary monetary policy
would have been frustrated, and I would have supposed that in order to carry
out such policy it would have been necessary for the monetary authorities to
explain to the market that that statement was not what they meant.

Senator WALL: May I ask this attendant question? If we had an increase
in the money supply, who would be paying if there was no increase in produc-
tivity or in the amount of goods and services?.

Prof. Hoop: Who would be paying?

Senator WALL: Yes, who would be suffering from it? Somebody has to pay
for it. :

Dr. DEuTscH: I am not quite sure that we know what you mean, Senator.
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Senator WALL: I am talking about the price level, that if there was no
increase in the sum total of goods and services, then the increase of the money
supply as one side of the equation would bring a price change on the other side.

Prof. Hoop: Well, I am sure my feeling is that the increase in the money
supply would have increased the demand for goods and services in this country
and the output for them, and increased employment.

Senator SMmITH: (Queens-Shelburne): Without increasing the price level?
Prof. Hoop: Without putting very much pressure on the price level.

Senator ConnNoLLY (Ottawa West): Would you care to make any further
comment on the last sentence in the first paragraph of page 81, Professor?

Prof. Hoop: I have really made a comment now on that, Senator Connolly.

Senator LEONARD: Have you any other policies you wish to suggest?

Prof. Hoopn: Well, Senator Leonard, I have referred to the style of monetary
policy I thought would now be appropriate and which perhaps would have
been appropriate over the past several months. In addition to that style of policy,
however, I would myself be in favour of a reduction in income tax rates.
I have taken the general position that it is a decline in the rate of growth of
demand for goods in Canada that is the primary source of our difficulty, and
a reduction in income tax, to be effective immediately—

Senator LEONARD: Both personal and corporation?

Prof. Hoop: Yes, but I would particularly be inclined to reduce the personal
income tax.

Senator ROEBUCK: How would you then make up the money to finance all
the activities of the Government, to replace the money that the Government
would lose by reducing the income tax rates?

Prof. Hoop: I would finance the Government to the extent necessary by an
expansion of the money supply.

Senator SmITH (Queens-Shelburne): Have you seen the document which
was prepared by economists at McGill and other places?

Prof. Hoop: I have seen that document and since you have asked me I
would like to make it a matter of record that I was not a signatory of that
document. If you ask me, I will tell you why.

Senator SMITH (Queens-Shelburne): Why?

Prof. Hoob: I was not a signatory of that document for three reasons: In the
first place signing such documents does not come naturally to me. More sub-
stantively that document did not undertake to explain to the Minister of
Finance, to whom it was addressed, why the signatories do not approve the
present policy, and I think it was incumbent upon them to explain why they
do not approve and thirdly and finally I did not sign the document because it
implied that if there were some desirable changes in the monetary policy of
this country there was only one way in which to accomplish a change, and
I do not believe there is only the one way that they suggested.

Senator LEONARD: Has there not been an increase in the money supply in
the last few months?

Prof. Hoon: Yes, sir, there has been an increase in the money supply—I
do not care to quote the figures from memory. There has been a decline in
interest rates in Canada and the United States except that in the last, shall I
say, four or five weeks the treasury bill rate for example in Canada has risen,
and has risen substantially, and at last week’s tender it was in the vicinity
of 4 per cent. And it has risen sharply in relation to the American bill rates.
So, there has been an increase in the money supply. There has been some decline
in the yields. But there has not been enough increase in the money supply nor
a sufficient decline in interest rates in Canada relative to the United States.
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A decline in interest rates will have some effect in stimulating capital expendi-
ures but that is not the main direct cause I am after, the main influence I am
after is on the exchange rate.

Senator CoNNOLLY (Ottawa West): All this of course is likely to change
from day to day, depending upon the policy that is applied. I am particularly
thinking about, Mr. Chairman, that some of the discussion we have had today
relates to conditions as we find them on December 8, but when we come to
make our report, which may be some time in the future, some of the observa-
tions that we have both had the witness make and have made ourselves may
not be applicable at that time.

Dr. DEuTscH: Economists are notably not good forecasters.

Senator ConNoLLY (Ottawa West): Prophecy is pretty perilous for any
one of us.

Prof. Hoop: I was asked what policies I would like to suggest beyond the
one about monetary policy, and I referred to taxes. I would like, if I may to
make one other observation, and that is that it seems to me that now above
all is the time to extend our social capital programs. I realize I speak personally
when I speak in answer to the question. But now above all it seems to me to
be the time to extend our social capital program when business capital spend-
ing is reacting to the excess capacity. But those are policy suggestions for our
immediate problems. For the longer term, I would be inclined to commend to
the attention of authorities that we should give earnest consideration to our
programs of research in Canada. It seems to me that the world in which we are
going to conduct our international trade is going to be a much more increasingly
competitive world, and the return to successful research will be great and we
should keep that in mind. I am sure that we shall not have a comparative
advantage in all forms of research and accordingly I should think that free
trade in ideas as well as in goods would be warranted.

Senator CoNNoLLY (Ottawa West): Are you thinking particularly of free
trade in ideas in these fields first on the North American continent and then
with the European countries within the west?

Prof. Hoop: I do not know that I would care to limit it to North America.

Senator ConNoOLLY (Ottawa West): I did not suggest that.

Prof. Hoop: As a matter of fact I don’t think I would care to put any limita-
tion on it. The problem that is bothering me is the free trade in ideas with
the Iron Curtain countries, and I realize that ideas may have important defence
implications,—I do not really feel that I would care to make a statement on that.

Senator ConNNoLLY (Ottawa West): I was not thinking about that either.
I was thinking more about the techniques that can be developed through
research or economic growth and expansion primarily.

Prof. Hoop: Well, in that context, I do not care to put any limits.

The CHAIRMAN: Gentlemen, our intention now is to meet again on Wed-
nesday next, December 14, when we will have as our witness, representatives
from the Chamber of Commerce of Canada.

Senator LEONARD: Are they sending a brief ahead or bringing it with them?

The CHAIRMAN: I have no information about that yet.

Senator CoNNOLLY (Ottawa West): Do you know who the witnesses will be?

The CHAIRMAN: No.

Senator ConnNoLLy (Ottawa West): Will Dr. Deutsch be here for that
meeting? . -

The CHAIRMAN: Yes, if we want him he is agreable to be here.

Senator LEoNARD: We would want Professor Hood to be available at some
other time too, because this is a very important brief he gave us this morning
and we will need some time to digest it.
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Prof. Hoop: I am at your service, Mr. Chairman, I can be here next week.
Senator LEONARD: I do not mean necessarily next week.

Dr. DEuTscH: Mr. Chairman, next week the Chamber of Commerce will
probably take up the greater part of the sitting but Mr. Hood could come back
at your convenience. Mr. Denton will also be available at some future date
if you wish.

Senator SMITH (Queens-Shelburne): Mr. Chairman, on behalf of the com-
mittee, I wish to pay a very high compliment to Professor Hood. I think he
has captured the attention of the whole committee. Of course he will realize
others had appointments and had to leave before he completed his presentation.
The information he has imparted this morning will be most valuable to us in
our study.

The committee adjourned.
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APPENDIX 1

THE DEMAND FOR LABOUR

REPORT PREPARED BY PROFESSOR WM. C. Hoop
A. Introduction
1. The Setting of the Problem

In this paper I shall be concerned with aspects of the demand for labour
apart from those associated with the passing of the seasons. In particular,
attention will be focused on changes in the demand for labour associated with
the progression of the business cycle and with factors which exert their
influence over an interval longer than the period of an ordinary business cycle.

Since the end of the war the Canadian economy has passed through three
complete cycles and part of a fourth, in this instance counting a cycle from low
point to low point. Inasmuch as the various indicators of economic activity do
not reach their turning points simultaneously, the precise dating of the turning
points in economic activity must of necessity be arbitrary in some degree.
Without debating the matter here I shall take the turning points in economic
activity to be those delineated in Table I.

TABLE I.

Post WaAR TurnNiNnGg PointTs IN CaNaDIAN EcoNoMIC ACTIVITY

Character of

Year Quarter Month Turning Point
1946 First February Trough
1948 Fourth October Peak

1949 Third September Trough
1953 Second April Peak

1954 Second June Trough
1957 Second April Peak

1958 Second April Trough
1960 Second April Peak

These cycles in economic activity are illustrated in Chart I which portrays
the movements in the index of industrial production corrected for seasonal
variations. The peaks and troughs in this particular series do not coincide
precisely with those given in Table I for the latter have been picked by
reference to many series. The cycles are nevertheless apparent.

There are several points to note about this chart.

1. We are in the contractionary phase of the present cycle. This fact is
of great importance in the analysis of the present demand for labour.

2. The most recent period of expansion was of shorter duration than the
one immediately preceding it which was in turn shorter than its pre-
deeessor. Also the last expansion brought a smaller proportionate rise
in the index than the one immediately preceding it, which in turn
showed a proportionately smaller rise than its predecessor. Similarly
the last three periods of contraction have shown progressively more
severe restrictions of industrial production. In the contraction begin-
ning in October 1948 the index did not decline, considering the period
as a whole; it merely showed a lower rate of increase. An actual decline
was experienced over the contraction beginning in April 1953; there
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was also a decline, proportionately slightly more severe in the con-
traction beginning in April 1957. Apparently then, there are changes
taking place in the economy which extend their influence over periods
longer than the period of one cycle. The character of the cycle itself is
changing in reflection of these changes. They have reduced the rate
of growth of the economy. These changes are also of great importance
in the analysis of the present demand for labour.

It is the combination of these cyclical and longer term influences on the
demand for labour which I have been asked to examine in this paper.

The importance of these longer term changes may be inferred from and
illustrated with other material relating to national aggregates. I shall refer in
this connection to (a) changes in the ratio of job seekers to the labour force;
(b) changes in job holders; (c¢) changes in the total physical volume of output
and the volume of output per job holder.

In Chart II the course of the ratio of job seekers! to the total labour force
over the two recent cycles, is shown.

The figures are quarterly averages of ratios that have been corrected for
the effects of seasonal variations. The lower line shows the ratio from the second
quarter of 1953 to the second quarter of 1957, these being the dates I have
taken to represent peak levels of economic activity. Of course the unemploy-
ment ratio is relatively low at these peaks of economic activity. The upper line
shows the ratio from the second quarter of 1957 to the second quarter of 1960.
The two points I would emphasize in this chart are:

(a) the unemployment ratio was higher throughout the most recent cycle
than it was in the previous cycle;

(b) the period of expansion of economic activity in which the unemploy-
ment ratio was either comparatively steady or falling was very much
shorter in the more recent cycle than in the previous one.

In Chart III I show two alternative indicators of employment and for
each compare their performance over the two most recent cycles. On the left
index numbers of persons with jobs (job-holders) as reported in the labour
force survey as shown.? The one line, marked “2Q 57-2Q 60”, is a series of index
numbers of job holders based on the second quarter of 1953 as 100. It will be
seen that while in the expansionary phase of both cycles, employment rose to
a level above that attained in the previous period of peak activity, this gain
was less marked in the more recent cycle. On the right, index numbers of
industrial composite employment are shown. This series covers a narrower
range of workers than the labour force survey.? Again the course of the figures
over the last two cycles is'shown, the figures for each cycle (from one peak in
economic activity to the next) being based on the value at the period of the
beginning peak. The industrial composite employment figures indicate that in
the most recent period of expansion employment did not regain the peak
experienced at the end of the previous expansion. We shall not elaborate upon
the difference in these two measures of employment. Let it suffice to say that
both sets of figures indicate a weakening in the forces of expansion in the
Canadian economy.

! Those persons without jobs and seeking work as measured by the Labour Force Survey,
but excluding those on temporary lay-off. 3

2 The figures are derived by making quarterly averages of the deseasonalized figures
from the Labour Force Survey and then computing index numbers from  these quarterly
averages.

3 The figures are’ derived by making quarterly averages of the deseasonalized monthly
indexes of “industrial composite employment” and then computing index numbers from these
quarterly averages.
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Chart 1
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In Chart IV annual figures for gross national expenditure, evaluated at
prices prevailing in 1949 are shown, together with annual average figures for
job-holders (persons with jobs) and for the ratio of expenditure to job-
holders. Af course the cyclical variations in economic activity are not reflected
faithfully by these annual figures. Nevertheless it can be seen that even
though the number of job-holders has risen more rapidly since 1953 than
before, the 1949-dollar value of the expenditures on final goods and services
produced by Canadians has not done so and accordingly constant dollar ex-
penditure per job-holder has risen less rapidly since 1953 than before.
Constant dollar gross national expenditure per employed person is an inade-
quate measure of productivity; for one thing it takes no account of the
reduction in the average number of hours worked per week by employed
persons. I might however remark at this point, that unpublished estimates
of output per manhour in the private sector of the economy which have been
prepared within the government and which I was privileged to see, also
showed a distinctly smaller rate of increase in the period following 1953
than in the period prior to 1953. The pre-1953 and post-1953 comparisons of
the numbers illustrated in Chart IV are shown in Table II below.

Table II. Rates of Change of Constant-dollar Gross National
Expenditure and of Persons with Jobs—Canada

Percentage Change from

Gross National Expenditure FIET. v FR 8 g5 1858

(constanta’dollars). L. s . 80 Sini s 34.6 19.1
Persons With' JobS! .., .. el o5 el s ke v 8.6 117
Gross National Expenditure in Constant

Dollars per Person with Job ......... 24.0 6.6

In considering longer term changes in the Canadian economy it is
important to recognize that changes, of somewhat similar character to our
own, are also occurring in the United States. For example, in Chart V I have
shown the quarterly averages of the deseasonalized ratios of job seekers to
labour force over the two most recent cycles in the United States. The lower
line shows the course of the unemployment ratio from the period of peak
activity in the third quarter of 1953 to the next period of peak activity in the
third quarter of 1957. The upper line shows the unemployment ratio from the
third quarter of 1957 onwards. Quite clearly the level of unemployment in
the United States has been higher throughout the last cycle than during the
preceding cycle. This is precisely the point which was illustrated earlier in
Chart II for Canada.

In Table III below the rates of increase of constant dollar gross national
expenditure, employment and expenditure per employed person in the United
States in the period 1953 to 1959 are compared with the corresponding rates
of increase in the period 1947 to 1953. In all three cases the rates of increase
were lower in the more recent period than in the earlier period. In Canada
as we have seen while expenditure (which is equal to output) and output
per man increased less rapidly in the latter period as was the case in the
United States, the employed labour force increased more rapidly in contrast
with the United States.
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Chart V
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Table III. Rates of Change of Constant Dollar Gross National
Expenditure and of Persons with Jobs—United States
Percentage Change from

*1947 to 1953 1953 to 1959
Gross National Expenditure

(eonstant idollas) . ;ue .o Wi VR Ly 0, 30.7 16.0
Persons . with' JODS .l s oo e il s i | 5.9
Gross National Expenditure in constant

dollars per person with job .......... 21.7 9.5

I am not, at this point, seeking to make detailed comparisons of the
Canadian with the American experience. I witsh only to illustrate the point
that the longer term changes evidenced in the slowing down of the rate of
growth are not confined to Canada but embrace the whole of North America
at least.

2. Outline of the Memorandum

In the next three sections of this memorandum I shall describe changes
in (a) the composition of the final demand for our output (b) the industrial
distribution of output, employment and capital formation and (c¢) the course
of output and employment in groups of manufacturing industries. With all
of these facts thus laid out, I shall then offer an interpretation of the changes
in the demand for labour. The facts, considered with an interpretation of the
facts, lead naturally to a consideration of policy issues, but my charge has
been to analyze and diagnose, not prescribe.

Let us turn first then to a discussion of the changing composition of the
demand for the output of the Canadian economy.

B. Changes in the Composition of the Demand for Final Output.

Let us consider first the broad changes in five principal categories of
expenditure, namely: (a) expenditure on consumer goods and services, (b)
government expenditure on goods and services, (c¢) business expenditure on
fixed capital formation (d) exports of goods and services and (e) imports
of goods and services. I shall examine changes within these categories later.

The shares of these five principal components of Gross National Expend-
iture in the total are depicted in Chart VI,® for the years 1949 through 1959
and for the second quarter of 1960.”” There are several outstanding features
of this chart.

In the first place business expenditures on capital formation, while re-
maining at an approximately constant proportion—18.6 percent —of Gross
National Expenditure from 1949 through 1952, rose somewhat in relation to
Gross National Expenditure in 1953, slipped back in the recession of 1954 but
after 1955 climbed to the unprecedented ratio of 23.1 percent in 1957 and
then began a very steep decline which by the second quarter of 1960 had
brought the ratio below its 1949 level. This rise in capital formation in
relation to Gross National Expenditure and its precipitate decline is, as we
all know, one of the great changes of the 1950’s, and its ramifications have
been felt throughout the economy.

In the second place, and partly in reflection of the changing relative
importance of capital expenditures, expenditures on consumer goods have

1. It should be noted that imports are shown in the national accounts as a negative item
since they also are included in other categories of expenditure. Imports as a percentage of
gross national expenditure is shown as a positive quantity however, in Chart VI

2. The figures for the second quarter of 1960 are computed from deseasonalized data.
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Chart VI
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been a lower proportion of Gross National Expenditure throughout the fifties
than they were in 1949 and 1950. The ratio of consumer expenditures to
G.N.E. typically moves in countercyclical fashion, being high in periods of
recession and low in periods of expansion. It is noteworthy that in 1959, a
year of expansion, it did not fall very significantly. This fact is another indica-
tion of the comparative weakness of the last period of expansion.

A third significant feature of the chart is the difference in the behaviour
of the shares of exports and imports. The share of exports in Gross National
Expenditure has exhibited a marked downward trend throughout the fifties
from 24.6 percent in 1949 to 19.1 percent in the second quarter of 1960. The
share of imports in G.N.E., on the other hand, has shown a modest downward
trend, marked more by a decline in the high values of the share than by any
fall in the low values of the share. The shares of exports and imports were
roughly equal in 1952; since that date the export share has never been as large
and the import share has never been any smaller. This difference in the trends
in the shares of exports and imports in Gross National Expenditure, reveals the
well-known fact that the deficit in the current account of the international
balance of payments is now very much larger than it was in the early 1950’s.
(Indeed in 1952 we experienced a small surplus). This increase of the deficit
is not to be attributed however to an increase in the ratio of imports to Gross
National Expenditure, but rather to a decline in the ratio of exports to Gross
National Expenditure. To express this matter otherwise, we have not been
spending an increasing proportion of our national income on the imports of
goods and services, rather we have been earning a decreasing proportion of our
national income from sales to foreigners.

Government expenditure is now a somewhat higher proportion of G.N.E.
than in 1949. In 1949 it was 13 percent of G.N.E.; at the second quarter of
1960 it was 17.7 percent. The major advance in this share took place in 1951
and 1952 before the capital boom of this decade achieved full strength. The
share of government expenditure in G.N.E. was virtually constant from 1952
through 1956, and in 1959 was one percentage point above its 1956 value.

Another way of viewing these trends of the components of Gross National
Expenditure, in relation to the total of Gross National Expenditure, is to com-
pare the performance of each component with that of the total over each of the
cycles since the fourth quarter of 1948. These comparisons are made in the
series of charts that make up Chart VII. In each of these charts an index
number of G.N.E. or its component is plotted for each of the three post-war
cycles starting with the peak in the fourth quarter of 1948. The indexes for each
cycle are,based on the peak value of the series at the beginning of the cycle.

Thus in Chart VIII-1 the course of the current dollar value of G.N.E.
in each of the three cycles is shown. The upper line (the thin solid line) portrays
the experience in the cycle from the peak in the fourth quarter of 1948 through
to the next peak in the second quarter of 1953. The broken line shows the course
of G.N.E. over the second cycle from the second quarter of 1953 to the second
quarter of 1957 and the -heavy solid line gives the performance of G.N.E. from
the second quarter of 1957 to the second quarter of 1960. The other panels of
Chart VII are constructed in an exactly analogous fashion.

From Chart VII-1 may be seen the facts that the expansion of Gross National
Expenditure in each successive cycle has been smaller in degree and shorter
in duration. These facts have been established earlier.

Turning now to Chart VII-2, pertaining to business gross fixed capital
formation we note the same general relationship among the curves. But there

are some additional comparisons that are of substantial importance for our
analysis.

(a) The amplitude of the swings in capital formation has generally been
greater than the amplitude of the swings in G.N.E. This is true of the
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recession and expansion phases of the first two cycles and the recession
phase of the third cycle. This greater amplitude of the swings in
capital formation is not a new phenomenon in Canadian economic
history nor is it peculiar to Canada. It reflects the fact that capital
formation is a particularly dynamic force in the economy.

(b) We must note particularly, however, the striking fact that in the most
recent expansion of economic activity in Canada, while Gross National
Expenditure rose to a value some ten per cent above its previous peak
by the second quarter of 1960, the recovery of capital formation from
its recession low was exceedingly weak and short-liver—so much so
that capital formation did not achieve its previous peak before turning
down sharply.

In Chart VII-3 the cyclical indexes for consumer expenditure are shown.
This chart reveals the facts emphasized earlier that consumer expenditure
generally exhibits a lesser amplitude of cyclical fluctuation than G.N.E., but
that in the most recent expansion consumer expenditures attained a higher value
relative to their previous peak than did G.N.E.

Turning to the experience of exports in Chart VII-4, we note that in the
first two cycles exports fell further than G.N.E. in the recession phase and rose
to a lesser degree than G.N.E. in the expansion phase. In the last cycle exports
showed a strength rather more equivalent to that of G.N.E. but the general
impresison to be derived from the chart is that exports, both in recession and
expansion have been a declining share of G.N.E.

The cyclical sensitivity of imports is typically greater than that of G.N.E.
as is shown in Chart VII-5. This was the case in the three recessions and the
first two expansions since 1948. In the most recent expansion, however, imports
have failed to rise above their previous peak to the same extent as G.N.E. In
the first quarter of 1960, for example, imports were 5% above their peak
value of the second quarter of 1957, while G.N.E. was 129 above its previous
peak. This comparative weakness of imports reflects the importance of imports
of machinery and other non-consumer goods in our bill of imports.

Government expenditures on goods and services as depicted in Chart VII-6
showed enormous increases relative to G.N.E. in the first cycle. The Korean War
of course had much to do with this expansion. However the expansion lead to
a permanently higher proportion of government expenditures in total G.N.E.
In the second cycle government expenditures rose above their previous peak by
about the same ratio as did G.N.E.; and in the third cycle, the relative advance
of government expenditures was somewhat greater than that of G.N.E.

We have drawn attention to the changes in capital formation in Canada in
relation to the changes in gross national expenditure over the cycles since 1948.
In Chart VIII these relative changes are compared with the similar changes in
the United States. Looking first at the two panels of the chart relating to G.N.E.
it is apparent that the three post war recessions have been more severe in the
United States, than in Canada. It is also apparent that the first boom of the
1950’s was considerably more intense in ‘Canada than in the United States while
in the subsequent two cycles, G.N.E. rose above the previous peak to about the
same degree in both countries in each case though the most recent expansion
has been the weakest of all three in both countries.

Turning to the capital formation figures it is apparent that in the first two
cycles Canada had investment booms which, in relative magnitude substantially
exceeded those in the United States. However, in the second cycle in the United
States, capital formation rose to a greater degree than did G.N.E. so that
capital formation as a proportion of G.N.E. rose. In the third of the cycles,
investment fell proportionately more in the recession phase in both Canada and
the United States than in the two previous cycles, and also showed far less
strength in the ensuing expansion than in the two previous cycles. In the
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United States in the most recent cycle investment climbed to a figure some
four percent above its previous peak, whereas in Canada investment failed to
reach its previous peak before turning down decisively.

In summary, in the fifties, both the Canadian and United States economies
experienced substantial booms in capital formation, though they were more
intense in Canada. Both economies have, in the most recent expansions exhibited
a reaction to these booms though again, the reaction has been more intense in
Canada.

Let us now consider the subcomponents of capital formation, of consumer
expenditure, and of exports and imports. We turn first to capital formation.

It is instructive to consider the division of capital formation into housing,
non-residential construction, and machinery and equipment. The relative per-
formance of these three categories in the three cycles since 1948 is exhibited
in Charts VII-2a, b and c. It is apparent that the three categories have shown
quite different behaviour. Housing expenditure comprises rather more than
one-fifth of business capital formation, non-residential construction and
machinery and equipment each comprise a little less than two-fifths.

Capital formation in the form of residential housing has until very recently
shown considerable strength throughout the post-war period, in good times
as well as bad. It may be seen from Chart VII-2a that in none of the three
periods of recession depicted, did residential housing expenditure fail to climb
above the value attained at the time of the preceding peak in activity. While
the evidence does not support the hypothesis that housing expenditure has
varied contra-cyclically, it is manifest that such spending has been a particular
source of strength to the economy in its periods of recession. But housing
expenditure has also been strong in periods of expansion as well. As a conse-
quence, and as is very well known, we have enjoyed a very large expansion
in the supply of residential housing for Canadians. We shall compare this
expansion with the rate of family formation later in our discussion.

Non-residential construction, shown in Chart VII-2b, has not been so
buoyant in periods of contraction as has residential construction but has been
a very great deal more buoyant than residential construction during the first
two periods of cyclical expansion following 1948. In the last expansion however,
non-residential construction showed no strength whatever. Indeed since the
peak period of economic activity in the second quarter of 1957, it has failed to
rise in nine of the twelve quarters. By the second quarter of 1960 it was nearly
twenty per cent below the value it had attained in the second quarter of 1957.
This is the sharpest decline from the 1957 peak value shown by any of the
components and sub-components of Gross National Expenditure graphed in
Chart VII.

Capital formation in the field of machinery and equipment, graphed in
Chart VII-2¢, showed a much greater tendency to fall absolutely in the first
two periods of recession than did construction, either residential or non-
residential. In the first two periods of expansion however it rose above its
previous peaks to a greater extent than residential construction, and to a some-
what lesser extent than non-residential construction.- In the most recent
expansion, its period of rise was short lived and the recovery from the trough
of 1958 did not bring it back to the peak level of the second quarter of 1957.

To summarise this review of the behaviour of the components of capital
formation in the first three cycles following 1948, we may say that residential
construction gave the steadiest performance, never falling in a recession below
the value attained at the previous peak of economic activity and rising in
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periods of expansion but not so much as the other categories of capital forma-
tion. Non-residential construction showed the greatest advances in the first
two cycles and the greatest contraction in the cycle which terminated early in
1960. Machinery and equipment, which also exhibited very substantial gains
over the first two cycles, almost entirely in their expansionary phases, showed
decided weakness in the last cycle.

The expansion of capital facilities in Canada, in the post-war years has
by no means been confined to facilities required for commercial and industrial
purposes. On the contrary, social capital formation, including housing, has
constituted on the average about forty per cent of the value of all capital
formation in the period 1948 through 1959. By social capital apart from housing,
we mean expenditures on construction and machinery by government depart-
ments (including municipal waterworks) and by churches, schools, universities,
hospitals and other non-profit institutions. In Chart IX I have shown the trends
in the ratios to total fixed capital formation of social capital formation and its
components (housing and “others”) in the years 1948 through 1949. The trends
in the ratios are virtually level. If anything the ratio of housing expenditures
to total capital expenditures at a level of about one-fifth, has exhibited a slight
downward trend, while the ratio of expenditures on other social capital to
total capital expenditures, also at a level of about one-fifth, has exhibited a
slight upward trend.

Consumer expenditures may conveniently be divided into expenditures
on durable goods, non-durable goods and services. Durable goods comprise
approximately one-eighth of all consumer expenditures, services about three-
eighths, and non-durables about one-half. In perusing the Charts VII-3a, b,
and c, one is struck particularly, by the steady, relentless advance of expendi-
tures on services in good times as in bad, shown in Chart VII-3b. It is true
that as the rate of growth of the economy slackened, the rate of expansion of
consumer expenditure slackened but the more remarkable fact is that at each
cyclical peak the ratio of expenditure on services to its previous peak value was
higher than the corresponding ratio for consumer expenditure as a whole. It
follows that expenditures on services rose as a proportion of total consumer
expenditure. It has to be remembered however that the figures we are discussing
are expressed in current dollars. In these terms expenditure on services rose
from 31.5 percent of all consumer expenditures in the 1948-1950 period to
36.5 percent of all consumer expenditures in the 1957-1959 period. However
since the prices of services rose substantially more than the prices of consumer
goods and services generally in the decade following 1949 the proportion of
consumer expenditure accounted for by services in constant dollars did not
rise but in fact fell slightly, from 31.5 percent to 30.0 percent. The distribution
of consumer expenditures in the 1948-1950 and 1957-1959 periods in current
and constant (1949) dollars is set forth in Table IV. The fact that the relative
prices rose of course attests to the strength of the demand for services and
also reflects the fact that productivity increases in the provision of services,
though, difficult to measure are likely not as dramatic as in the provision of
goods generally.

Turning to durables, shown in Chart VII-3a, we note that while they
enjoyed an expansion in the first cycle far in excess of that enjoyed by
consumer expenditures as a whole, in the more recent cycle they have not
risen above their previous peak by as large a ratio as have consumer expendi-
tures as a whole. This performance is consistent with the hypothesis that
consumer durables, like durables generally, are a volatile component of
expenditure in the economy.
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Chart IX
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Table IV. Percentage Distribution of Consumer Expenditures

Current Dollars 1949 Dollars
1948-1950 1957-1959  1948-1950 1957-1959
Durables: LS 10.7 11.9 10.7 13.2
Non-Durables ... 57.8 51.6 57.8 56.5
Services ........ 31.5 36.5 315 30.3
100.0 100.0 100.0 100.0

It will be seen from Table IV that the ratio of expenditures on durables to
total consumer expenditures was higher in the last three years than in the
period 1948-1950. This rise is more marked when the calculation is made in
terms of constant (1949) dollars, since the prices of durables rose to a lesser
degree than the prices of consumer goods and services generally.

Expenditures on non-durables in the three cycles we are studying did
not rise above their previous cyclical peaks to as high a degree as consumer
expenditures generally, in any of the cycles. See Chart VII-3c. This fact is
reflected in the declining proportion of consumer expenditures on non-durables.
However since the prices of non-durables rose less rapidly than the prices of
consumer goods and services generally, the decline in the ratio of non-durable
expenditures to total is less pronounced in terms of constant dollar figures
than current dollar figures, as Table IV reveals.

In summary we may remark that expenditures on durables have been the
volatile feature of consumer expenditures, expenditures on services have been
a steady source of strength in good times and poor, rising as a proportion of
actual consumer expenditures while spending on non-durables, the bulk of
consumer spending, has advanced but at a less rapid rate than total spending.

We turn now to our exports and imports. It is a well known fact that our
trade, both exports and imports, has been concentrated more upon the United
States in the post-war period than was true before the war. While the propor-
tions vary somewhat from year to year the value of our merchandise exports
to the United States is now about 60 percent of the value of all merchandise
exports. The value of our merchandise imports from the United States is now
approximately 70 percent of the total value of merchandise imports. This ratio
was at about 72 percent in the years 1952 to 1957 but has dropped rather
sharply in the past two years, and stood at 67 percent in 1959.

The division of our exports and imports as between merchandise on
the one hand and non-merchandise and service items on the other hand has
not changed dramatically in the decade since 1949. The figures are shown in
Table V. It may be seen that merchandise accounts for a rather higher pro-
portion of our current account receipts than of our current account payments.

«
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Table V. Trade in Merchandise as a Proportion of all Trade

Exports of Merchandise Imports of Merchandise
as a percent of all as a percent of all

current account receipts current account payments

[T e PRAE AR WING 73 69

d B0 oo ity 73 68

1 [ L S, 74 70

1982, Jor. sl <GSy 74 68

1883 derer ity 72 68

b T SRS il 66

1 1 G VS i) 71 67

1 S A A e 73 70

THREO S s en Vo 74 68

R e s 74 66

L e 75 67

Source: D.B.S. The Canadian Balance of International Payments, 1959
and International Investment Position.

On Chart X we show the course of the balances with all other countries on
merchandise account, non-merchandise account and two combined—the current
account—of the balance of payments in the years 1949 to 1959. We have already
alluded to the fact that this balance became increasingly negative in the decade
of the fifties. It reached its lowest point in 1956. The chart also reveals that
the balance on non-merchandise account has been negative throughout the
years from 1949 and has become increasingly negative to the point where in
1959, at $1,050 million it was more than 2} times the merchandise deficit of
$380 million dollars. The increasing deficit on non-merchandise account has
been accounted for by increasing deficits in respect of travel expenditures,
interest and dividends, freight and shipping, inheritances and migrants’ funds,
business services and miscellaneous non-merchandise items. Indeed apart from
the export of gold (accounted as a non-merchandise item) the deficit on all
classes of non-merchandise transactions has increased in the fifties.

In our merchandise trade there have been rather dramatic shifts in the
composition of both our exports and imports. These are revealed in terms of
broad categories in Chart XI. Turning to imports first, I have shown in the
left hand panel of the chart the ratio to total imports of the following four
main categories of imports; fuels and lubricants, industrial materials, invest-
ment gocds, and consumer goods. It is plain that fuels and lubricants now
constitute a substantially smaller share of our imports than they did at the
beginning of the 1950’s. Indeed in 1958 and 1959 the average absolute value
of such imports was slightly below the average for 1950 and 1951. This fact
reflects both the changing technology with its substitution of oil and gas for
coal as well as the development of our own resources of the newer fuels. It is
also evident that industrial materials comprise a lower proportion of total
imports now than at the beginning of the decade. Again this reflects both chang-
ing technology and increased domestic sources of supply of some of the newer
materials.

Investment goods, or capital goods now comprise a larger share of imports
than in the first part of the 1950’s though in the last two years the share has
been smaller than it was during the 1956-1957 boom. It is quite apparent that
the boom in eapital spending in Canada has had its reflection in very consider-
ably increased imports of machinery and construction materials.

In the field of consumer goods the trend of the ratio to total imports has
been much more level. Indeed only in the last two years has the ratio appeared

v
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to rise. This reflects an absolute increase in the value of imports in this cate-
gory, to be sure, but it also reflects the declining share in these years of fuels
and lubricants and investment goods.

In the right-hand panel of Chart XI I have shown the ratio to total exports
of the following five main categories of exports: farm and fish products, forest
products, metals and mineral materials, chemicals and fertilizers, and manufac-
tured and miscellaneous goods. The story told by this chart is that the products
of our farms and forests are now less important in our exports than at the
beginning of the 50’s while the products of our mines and oil wells are now
more important.

Farm and fish products now account for a little over twenty per cent of
our exports, whereas at the beginning of the fifties they comprised some thirty
per cent. Forest products too have become relatively less important though their
decline in relative importance has not been so sharp as in the case of farm and
fish products.

The great increase in both absolute value and relative importance has been
shown by our exports of metals and mineral products, following upon the surge
of investment in our mining and oil industries in the past decade. Exports of
iron ore, primary iron and steel, aluminum and products, copper, nickel and
products, crude petroleum and uranium have led the way. Lead and zinc and
their products, and other metal and mineral materials (apart from those men-
tioned above) have not increased in relative importance.

Exports of chemicals and fertilizers, though not constituting a large propor-
tion of exports have tended to increase in absolute value and in relative import-
ance over the decade. Manufactured and miscellaneous goods have declined in
relative value.

In Chart XII another view is given of the changes in the composition of our
trade over the post-war years. This chart shows separately exports less imports,
of raw materials, partially manufactured goods and chiefly or fully manufactured
goods. On this net basis, it may be seen that Canada is self sufficient in raw
materials and has developed an increasingly favourable export balance in the
post-war period. In partially manufactured goods also we show an export
balance that has grown in the post-war period. On the other hand, in chiefly
or fully manufactured goods, we have a net deficit that has gone from nearly
zero at the end of the war to $2.4 billion in 1959. This increasing deficit in
manufactured goods is one of the several evidences we shall see of the fact
that our manufacturing' industries have not grown at as a rapid rate as has
the economy.

The net balances in Chart XII relate to Canada’s trade with all other coun-
tries. In Chart XIII comparable net balances relating to our trade with the United
States only are shown. The same story of growing export balances in raw mate-
rial and semi-manufactured goods and a growing and very large import balance
in manufactured goods is shown. It will be noted that in relation to all countries
and especially in relation to the United States, the deficit in our trade in manu-
factured goods has been smaller since the great boom year of 1956.

C. Changes in the Industrial Distribution of Output, Labour and Capital
Formation

In this section I shall review briefly the changes in the value of output, the
value of new gross investment (or capital fermation) and the level of employ-
ment over the period 1949-1959, in each of ten broad industry groupings. We
shall look at the manufacturing group of industries in greater detail in the
next section. *
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There have been rather dramatic changes in the industrial composition of
output, labour employed and capital formation in the past decade in both
Canada and the United States. These changes in Canada are summarized in
Table VI.

In Table VI, the ten industrial groups are divided into the so-called
“goods industries” and ‘“services industries”. The former includes agriculture,
fishing and trapping; forestry; mining, quarrying and oil wells; manufacturing;
electric power, gas and water utilities; and construction. The services industries
include transportation, storage and communication; wholesale and retail trade;
finance, insurance and real estate; public services and all other private services.
The body of the table is divided into three panels. In the left hand panel, the
distributions by industries in 1949 of output! labour employed and -capital
formation? are shown. In the centre panel the percentage change in each of
these items over the period 1949 to 1959 is shown for each industry. In the
right hand panel the distribution by industries in 1959 of each of these three
items is shown.

Let us consider first the broad division of industry into goods industries and
services industries. It will be noted that whereas in 1949 the goods industries
accounted for more than one-half of output, employment and capital formation,
in 1959 these industries accounted for less than half of each of these measures
of economic activities. Taken as a group, the goods industries grew less rapidly
than the services industries. The proportion of output contributed by the services
industries was 47 per cent in 1949 and 51 percent in 1959; the proportion of
labour employed in services industries was 41 percent in 1949 and just over
50 percent in 1959. The services industries accounted for 45 percent of capital
formation in 1949 and 55 percent in 1959.

The general point may be put as follows. The value of output of the goods
industries in 1959 was 86 per cent higher than in 1949; in the services industries
it was 119 percent higher. The number of persons employed in the goods indus-
tries was 2 percent lower in 1959 than in 1949; in the services industries it
was 45 percent higher. The value of capital formation in the goods industries
was 100 percent higher in 1959 than in 1949; in the services industries it was
more than 200 percent higher.

The index numbers, based on the year 1949, of output, employment and
capital formation in the goods industries, services industries and all industries
together are plotted in the three separate panels of Chart XIV. This graph
illustrates the point just made and illustrates the further point that while
the value of capital formation grew more rapidly than the value of ouput in
all industties, the ratio of capital formation to output on the whole grew more
rapidly in the services industries than in the goods industries. (This fact is
seen in the greater widening of the spread between the capital formation index
and the output index in the services industries than in the goods industries).
On the other hand the value of output per employed person grew more rapidly
in the goods industries than in the services industries. (It should be noted that
while this comparison of ratios of value of output in current dollars per
employed person may reflect a difference in productivity as between the two
industries, it does not measure the difference in productivity).

1 Qutput is here measured as gross domestic product in current prices. Roughly put, the
gross domestic product of an industry is the sum of the returns to labour, capital and manage-
ment generated within the industry plus the depreciation (or capital consumption allowances)
generated. While it would be desirable to show the output of these industries in constant
dollars we have not been able to secure the information that would be needed to make the
corrections for price changes. -

2 Capital formation in each industry is the gross value of the new machinery and equip-
ment and new non-residential construction put in place, expressed in current dollars. Again it
would be desirable to show capital formation in constant dollars but we have not been able
to secure the information needed to make the corrections for price changes.



821

TABLE VI.
CANADA—CHANGES IN THE INDUSTRIAL COMPOSITION OF OUTPUT, LABOUR EMPLOYED AND CAPITAL FORMATION 1949-1959.

Percentage Composition 1949[1] Percentage Change 1949-1959 Percentage Composition 1959(!]

Labour Capital Labour Capital Labour Capital
Output  Employed Formation Output Employed Formation Output Employed Formation

Agﬁculture, fishing and trapping...................... 11.3 2.3 16.3 4+ 6.1 —36.8 + 25.3 6.0 12.0 8.3
Forestry...... o el R TG S s 1.7 1.5 1.0 + 42.5 +25.0 +142.3 1.2 1.6 0.9 177}
Mining, quarrying and oil wells....................... 3.7 i B4 3.5 +137.4 + 3.4 +258.3 4.3 1.5 5.2 -
MEEDIISOtUTING &, .o e e o s B s s R B, R P 28.9 26.3 19.7 + 90.0 +13.8 +4-100.4 27.2 25.6 16.1 E.?
Electric power, gas and water utilities......... 2.3 0.9 12.9 +194.7 +63.0 +127 .4 3.4 1.3 12.0 e
G T G SR R O - o 5.3 6.5 2.0 +165.4 +37.0 +232.7 7.0 7.6 2.7 'S
Goods (excluding agr. fishing & trapping).... 41.9 36.9 39.1 +107 .4 +19.0 +131 .4 43.1 37.6 36.9 t~
Goodsdndustalen. 5. .05 ir s i D e Sk 53.2 59.2 55.4 + 85.9 - 20 +100.2 49.1 49.6 45.2 8
: =
Transportation, storage and communication. . 8.6 7.4 12.4 +126.0 +19.8 -+210.7 9.6 7.6 15.7 E
Wholesale and retail trade......... 14.6 13.2 7+l +100.0 +43.1 + 72.5 14.5 16.1 5.0 ~
Finance, insurance and real estate. . e : # f 2.9 1.2 +151.2 +49.0 +662.5 9.6 3.7 3.6 |
Public and other private services..................... 16.0 i | 23.8 +116.1 +57.2 +213.0 17.2 23.0 30.4 g

Servioes Industriens. .20 . . . 15 45, 88 R B e 46.8 40.6 4.5 +118.7 +45.2 +201.8 50.9 50.4 54.7

RSB USEIOnT: . o . T 8 - oo e SR v 100.0 100.0 100.0 +101.3 +17.2 +145 .4 100.0 100.0 100.0

[!]Detail may not add to total because of rounding.

Sources: Output: National Accounts, Income and Ezxpenditure, various i published by D.B.S.
Labour Employed: The bﬁglge% aée averages of monthly estimates of persons with jobs taken from releases pertaining to the Labour Force Survey published
v D.B.S.

Capital Formation: The figures are taken from Public & Private Investment in Canada, various issues published by D.B.S.
The figures relate to fixed capital only; inventory accumulation is excluded. °

p—
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Chart XIV
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There were of course differences in the performance of industries within
the goods group and within the services group. Let us consider first the industries
within the goods group. To this end we shall refer again to Table VI and also
to Charts XV-a, b, ¢, d, e and f.

The changes in the field of agriculture have of course been very sharp.
Even though labour employed in agriculture was some 37 percent lower in
1959 than in 1949 and even though capital formation in agriculture increased
over the period to a lesser degree than in any of the other industry groups, the
value of agricultural output has been exhibiting a downward trend since 1952
as may be seen from Chart XV-a. To a considerable degree, of course, this
downward trend in the value of output is a reflection of declines in the prices
of agricultural products after 1952.

We remarked earlier, that in the goods industries as a whole, employment
of labour was two percent lower in 1959 than in 1949. It may now be seen that
this decline is entirely attributable to the fall in agricultural employment.
Indeed in the goods industries apart from agriculture, employment in 1959 was
19 percent higher than in 1949, though of course this figure of 19 percent is
much lower than the figure of 45 percent for the services industries which was
cited earlier. There is no gainsaying the fact that one of the predominant trends
that has persisted throughout the decade of the fifties has been the decline
in the relative position of agriculture in the Canadian economy. Its shares of
output, employment and capital formation were, in 1959, approximately one-
half of what they were in 1949. We have of course noted already, the decline
in the relative importance of agricultural products among our exports.

The manufacturing group of industries is the largest of the five groups
delineated herein as goods industries. In 1959 employment in the manufacturing
industries accounted for about one-half of employment in the goods industries
and about one-quarter of total employment. The manufacturing industries have
not, however, been growing in relative importance in the fifties. This fact has
already been alluded to in our reference to the growing excess of imports over
exports of manufactured goods in this decade. As may be seen from Table VI
the proportionate increases from 1949 to 1959 in output, employment and capital
formation were smaller for manufacturing than for all goods industries exclud-
ing agriculture. Accordingly the shares of manufacturing in the output, em-
ployment and capital formation of the economy were lower in 1959 than in
1949. The performance over the decade of the three indicators of activity in the
manufacturing industries is charted in Chart XV-f and may be compared with
the combined performance of these indicators in all goods industries except
agriculture, also shown in Chart XV-£. I shall have more to say concerning the
manufacturing industries in the next section.

Of the remaining four industries in the so-called goods-producing sector,
forestry, electric power, gas, and water utilities, and construction increased
their share of total employment in 1959 as compared with 1949 while the
mining, quarrying and oil wells industry, perhaps surprisingly, reduced its
share marginally. This latter industry, which is highly capital intensive,
accounted in 1959 for about 1.5 percent of labour employed and 4.3 percent
of the value of industrial output. As is well known, this industry was dis-
tinguished in the fifties by a very high level of capital formation. The percent-
age increase in capital formation from 1949 to 1959 was higher for this industry,
than for any of the other goods industries and, as may be seen in Chart XV-e
in the peak year of 1957, capital formation in this industry was 531 percent
above its 1949 level. This industry’s share of industrial output was higher in
1959 than in 1949.

The electric power, gas and water utilities industry showed the largest
percentage increase in employment from 1949 to 1959 of all the goods producing
industries. This represented an increase in employment of approximately 30
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Chart XV-b
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Chart XV-c
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thousand persons and raised the industry’s share of total industrial employ-
ment from 0.9 percent to 1.3 percent. This industry also showed the largest
percentage increase in value of output from 1949 to 1959 of all industries
delineated in Table VI including the services industries. Capital investment
in this industry did not grow as rapidly as in the other goods industries. It
is nevertheless a capital intensive industry, indeed in 1959 it accounted for
approximately one-eighth of all industrial fixed capital formation. The rate
of increase of capital formation did not exceed the rate of increase of output in
this industry as it did in most other industries; this fact stands out clearly in
Chart XV-c.

The construction industry of course achieved a noteworthy advance in
the fifties. It increased its share of industrial output, employment and capital
formation. The indexes of these three measures of performance are shown
in Chart XV-d for this industry.

The forestry industry employed 1.5 percent of the employed labour force
in 1949 and 1.6 percent in 1959. Its shares of the value of output and of the
value of capital formation were however lower in 1959 than in 1949. The
non-manufacturing aspects of the forestry industry have not enjoyed relative
expansion in the fifties.

Turning now to the services industries, the striking advance has been
in the field of public and so-called other private services. The proportion
of employment in this group of industries has risen from 17% in 1949 to 23%
in 1959. Their proportion of the value of output rose considerably less than this
while their proportion of the value of capital formation rose considerably more.
Being a large part of the total services group the public and other services’
indicators moved fairly closely with the indicators for the entire services group
as may be seen from Chart XVI-d.

All of the services industries improved their proportion of total employ-
ment in the fifties. As we have mentioned the public and other services
group raised its proportion by six points. The trade group raised its propor-
tion by three points; finance insurance and real estate improved its propor-
tion by three-quarters of a point and transportation storage and communi-
cation by a quarter of a point.

While the trade group showed a particularly strong increase in employ-
ment, its share of the value of output declined somewhat as did its share of
capital investment. (See Chart XVI-b)

Transportation storage and communication increased its share of each
output, employment and capital formation. Finance insurance and real estate
did likewise and enjoyed a particularly large increase in capital investment
associated particularly with the construction of office buildings and to a much
lesser degree with the installation of modern business machines. Indeed capital
formation in this industry increased over the 1949 level to a greater degree
than in any other industry in either the goods or services group. To maintain
perspective however it should be recalled that capital investment in this
industry, even in 1959 amounted only to 3.6 percent of the value of indus-
trial capital formation.

In this review of the industrial composition of output, employment and
capital formation I have emphasized the growth of the services industries
relative to the goods industries, the relative decline of agriculture and failure
of manufacturing to maintain its relative position. It is of considerable
importance to recognize that these important trends have been exhibited in the
United States economy in the past decade, though somewhat less sharply than
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Chart XVl-c
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Chart XVI-d
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TABLE VII.
CANADA AND THE UNITED STATES—CHANGES IN THE INDUSTRIAL COMPOSITION OF OUTPUT AND LABOUR EMPLOYED, 1949-1959.

Percentage Composition 1949  Percentage Change 1949-1959  Percentage Composition 1959

Labour Labour Labour
OQutput Employed Output Employed Output Employed
Canada
TR Ty S, RN e P o (L 53.2 59.2 + 85.9 - 2.0 49.1 49.6
Borvioes INAUMIIOR. (s 5uic Baes « vws o o soioin o aissitis oo pive sarsais s irneors 46.8 40.6 +118.7 +45.2 50.9 50.4
. L o RS SR e B RPN O R S 100.0 100.0 +101.3 +17.2 100.0 100.0
United States
(€577 Tl T s e oI SRS i Jes G K B U 46.4 42.5 + 73.2 +11.7 43.8 39.0
BOrIOos AR08, B L« s 755 e - vohis ¢ Heris's 4106 m smasns adisian 53.6 57.5 + 92.3 +29.3 56.2 61.0
TOBAL. T b B e e P ns e RSN, 100.0 100 + 83.4 +21.8 100.0 100.0

Sources: Canada—Table VI
United States: Output—U.S. Dept. of Commerce, U.S. Income and Output, Table I—10 and Survey of Current Business, July 1960, Table VIII, p. 13
Labgsur Empégyed—U.S. Dept. of Commerce, U.S. Income and Output, Table VI—14 and Survey of Current Business, July 1960, Table
» P. .
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in Canada. In Table VII and Chart XVII we compare the changes since 1949
in output and employment in Canada and the United States in the goods and
services industries.!

It will be seen that the share of the goods industries in both output and
employment was less in 1959 than in 1949 in the United States, though the
declines in share were smaller than in Canada.

A relative decline of agriculture also occurred in the United States. Thus
for example employment in the agriculture, fishing and forestry industries
combined, was 13.2 per cent lower in 1959 than in 1949.

Manufacturing, too, as in Canada failed to maintain its share of employ-
ment. In 1949 the share of manufacturing in industrial output was 28.7%; in
1959 it was 26.1%.

Since manufacturing accounts for about a quarter of employment in both
Canada and the United States and since there has been a relative decline in
this important industrial sector in both countries, we shall examine the trends
in some detail in the next section of this memorandum.

D. Output and Employment in the Manufacturing Industries

In this section I shall present a brief sketch of the changes of output and
employment in the manufacturing industries. To this end we shall adopt the
classification of manufacturing industries used by the Dominion Bureau of
Statistics and refer to sixteen major groupings of industries.?

The material is presented in detail in the Appendix Table. For purposes
of this summary discussion I shall refer to Chart XVIII. Let me first describe
this chart which is designed to summarize a rather considerable amount of
information. In the table at the right of the chart the industries are numbered
and listed in the order of increasing ratio of 1959 production to 1949 production.
These ratios are shown in the first column of the Table. Thus for the clothing
industry the ratio of 1959 output to 1949 output is 115, which means that the
1959 output of this industry was 15 per cent above its 1949 level. In the chart
itself, on the left, each of the sixteen industries is represented by a point.
Each industry’s point is located by measuring its employment index (shown in
column two of the Table) along the horizontal scale and its production per
manhour index (shown in column three of the Table) along the vertical axis.
Thus the clothing industry, identified as point (1) is known to have had the
smallest increase in output because of the number 1 having been assigned to
it, and its employment index is*92 and production per manhour index is 125.
Two heavy lines are shown on the chart. The vertical one is drawn above
the employment index of 111 which is the employment index for the manu-
facturing industries as a whole. The heavy horizontal line is drawn opposite
the production per manhour index of 139 which is the production per manhour
index for the manufacturing industries as a whole.

1. “Output” for the United States is defined as national income originating within the
designated industry. It differs from gross domestic product of the inustry mainly because
depreciation allowances are not included in this national income concept.

2 The -measure of production that is used is the appropriate index of net industrial produc-
tion published by D.B.S. in the Canadian Statistical Review.

The measure of employment that is used is the appropriate index based upon monhtly
surveys of establishments having fifteen or more employees and published by D.B.S. in the
Review of Employment and Payrolls. K

The index of production per manhour to which reference will be made is computed by
multiplying the index of employment referred to above by an index of average hours worked
per week (based on the figures published by D.B.S. in Review of Man-Hours and Hourly
f:arr:gu%;) gnd dividing the resulting product into the index of industrial production also re-
er. above.
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Chart XVIII
INDEXES OF EMPLOYMENT AND PRODUCTION PER MANHOUR, CANADIAN MANUFACTURING INDUSTRIES, 1959
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Let us now discuss the patterns revealed by these data. Looking first at the
column of production indexes in the table, one may readily perceive which in-
dustries have enjoyed the largest increases in output. Rubber products, tobacco
and tobacco products, electrical apparatus, chemicals, non-metallic mineral
products and products of petroleum and coal all had 1959 production levels that
were further above their 1949 levels than was the average level of production
for manufacturing as a whole. On the other hand, the clothing, leather products,
textile products, transportation equipment, wood products, non-ferrous metal
products, printing and publishing, paper products, foods and beverages and iron
and steel products industries all had 1959 production levels that were above
their 1949 levels by a smaller percentage than was the case for manufacturing
as a whole. In no one of the sixteen industries was production in 1959 below
the 1949 level.

Mr. Denton last week discussed the changes in employment in the manu-
facturing industries with you. From the chart, one may readily discover which
industries had a lower level of employment than in 1959. These are the indus-
tries whose points in the graph lie to the left of the vertical line above 100 on
the employment scale. Specifically, they are the clothing, leather products,
textile products and tobacco industries. In addition to these industries there are
the wood products, iron and steel products and rubber products industries,
which, though having a higher level of employment in 1959 than in 1949, never-
theless did not have as large a percentage increase in employment in this period
as did the manufacturing industries as a whole. The highest percentage in-
creases in employment were experienced in the chemical and allied produects,
non-metallic mineral products and products of petroleum and coal industries.

No industry in the group of sixteen was operating in 1959 at a lower level
of production per manhour than in 1949. The range of increases in production
per manhour is wide; it spreads from 14 percent in the non-ferrous metals prod-
ucts industry to 103 percent in the tobacco industry.

Let us now consider changes in production per manhour, production and
employment in relation to each other. We may do this by referring in turn
to the industries represented in each quadrant of the graph. In the lower left
quadrant of the chart are the industries which experienced lower than average
changes in employment and lower than average increases in production per
manhour. These industries were clothing, leather products and wood products
and each of these also experienced lower than average increases in production.
On all three counts, then, these industries had low rates of growth over the
decade, considered as a whole.

In the upper left quadrant of the chart we find the industries which ex-
perienced greater than average increases in production per manhour, but less
than average changes in employment. The four industries in this category dif-
fered markedly however in respect of percentage change in output. The tobacco
and tobacco products industry (12) experienced a greater than average increase
in output, but so large an increase in production per manhour that employment
was in fact reduced over the decade. The textile products industry (3) had a
relatively low rate of growth of output, and this combined with a relatively
large increase in production per manhour to reduce the demand for labour
substantially. The iron and steel products (10) and rubber products (11)
industries had approximately average increases in employment, production and
production per manhour.

In the lower right quadrant of the chart are the industries with less than
average increases in production per manhour, but greater than average increases
in employment. Leaving out industry (13) which is on the border line, these
industries included transportation equipment, non-ferrous metal products, print-
ing and publishing, paper products and foods and beverages. In all cases, save
one, these industries had larger increases in output than the industries in the
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lower left quadrant which experienced roughly the same increases in production
per manhour. Accordingly the industries in the lower right hand panel expe-
rienced larger gains in employment than did the industries in the lower left
panel.

In the upper right quadrant of the chart are congregated industries which
had average or greater than average increases in production per manhour and
greater than average increases in employment. These industries are also those
with the greatest increases in production or output. They are the electrical
apparatus and supplies, chemicals, non-metallic mineral products and products
of petroleum and coal industries. These are the industries in which growth in
output was so great, that in spite of the increase in production per manhour,
there was nevertheless a very considerable increase in employment. On all
counts then, these industries had high rates of growth over the decade con-
sidered as a whole.

Mr. Denton discussed with you last week the changes in employment within
these industries over the decade of the fifties and emphasized the recent declines
in employment in certain of the durable goods industries. I have provided these
data along with data on production and production per manhour in the Appendix
Table. Accordingly I shall not go into this matter further here.

In Table VIII indexes of unit wage costs in Canadian manufacturing
industries are shown together with indexes of employment and production per
manhour. The indexes are based on the year 1949 and are calculated as the
ratio of an index of payrolls! to the index of production. Thus if an index of
unit wage costs is 144, as it was in the non-ferrous metal products industry in
1958, this means that the ratio of payrolls in 1948 divided by payrolls in 1949
to production in 1948 divided by production in 1949 is 144, or that payrolls
per unit of output have increased by 44 percent from 1949 to 1958. We have
shown all indexes for 1958 since data are not yet available to permit calculation
of the unit wage costs for 1959 on the same basis as was used for the earlier
years.

Now the rate of growth of unit wage costs will be equal to the rate of
growth of hourly wage rates less the rate of growth of production per man-
hour. If we suppose that in general, wage rates increase the more rapidly in
industries in which employment is increasing more rapidly, which is a plausible
hypothesis, but not necessarily true, then we may suggest the relationships
we should expect to see in the data of Table VIII.

We should expect to find the highest increases in unit wage costs in
industries experiencing both a high rate of increase in employment and a low
rate of increase in production per manhour. Now from Chart XVIII we see that
the woods products and printing and publishing industries combined low
increases in production per manhour with relatively high increases in employ-
ment and we note that in Table VIII they show the highest increases in unit
wage costs. _

Similarly we should expect low employment increases and high increases
in production per manhour to be associated with low or even decreasing unit
wage costs. Accordingly we find the tobacco and textile industries experienced
decreases in unit wage costs. It will be noted that the products of petroleum
and coal industry experienced decreases in unit wage costs even though in this
industry high employment gains were associated with high gains in production
per manhour. Clearly in this industry the effect of the gains in production per
manhour outweighed the effects of increases in average wage rates.

1The index of payrolls used was computed from the annual payroll data covering produc-

tion workers as,published in the annual D.B.S. publication General Review of the Manufactur-
ing Industries of Canada.

24180-2—7%
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Table VIII. 1958 Indexes of Unit Wage Costs, Employment and Production
per Manhour in Canadian Manufacturing Industries.

(1949=100)
Unit Wage Production per
Costs Employment Manhour
Products of Petroleum and coal .... 94 140 156
Tobacco and tobacco products ..... 97 99 93
Pextiles e . P98 e U, A 98 78 146
Electrical apparatus and supplies .. 104 136 1338
Rubber iproduets (il ey . 91 S 110 100 141
€lothing o idchatg o pugdrmel sl ) 113 91 128
Non-metallic mineral products ..... 114 133 161
Lieatheriproductsiiwoss. 1o.200ak iy 114 86 135
Chemicals and allied products ..... 118 131 152
Wood:produets: v snfiaitn. bell bl kil 121 103 129
Iron and steel products ........... 131 103 131
Transportation equipment ........ 132 124 112
Food and beverages ...........ocv.. 132 112 131
Paper products. i<y satesin s s 140 121 127
Non-ferrous metal products ....... 144 122 112
Printing and publishing ........... 146 119 117

In a similar way we should expect the gains in unit wage costs to vary
directly with employment for given increases in production per manhour from
industry to industry and to vary inversely with production per manhour for
given employment.

These relationships are not borne out in every instance but as generaliza-
tions they are supported by the data in Table VIII.

To conclude this brief survey of changes in production and employment in
the manufacturing industries, I should like to offer a few comparisons of the
changes in employment in manufacturing industries in Canada and in the United
States over the period from the first half of 1953 to the last half of 1960. These
comparisons are made in my last chart, Chart XIX.! In this chart, comparisons
are drawn for the total of manufacturing, the durable goods group, the non-
durables group, and such components of each of these as are sufficiently similarly
defined in the two countries as to warrant comparison.

In summary, the Canadian employment record, in manufacturing, from
1953 to 1960 has in most cases been better than in the United States. Industries
which have fared markedly better in Canada include food and most other
consumer non-durables (except footwear and apparel), petroleum refining, pulp
and paper, primary iron and steel, fabricated steel, saw milling and glass. Even
employment in motor vehicles and parts shows a slightly smaller decline over
the period in Canada than in the United States. Among the exceptions, that is
industries which have fared worse in Canada, two are closely related to defence
procurement patterns—aircraft and shipbuilding—and a third, railroad rolling
stock is probably affected by timing differences in the dieselization program in
the two countries. There remain two other important sectors of manufacturing
where employment trends in Canada have been markedly softer—machinery and
electrical goods. These two industries also show a substantial difference in their
relative importance in the two countries. This is particularly true in the case
of machinery (excluding agricultural) which in Canada accounts for only 2.9
per cent of manufacturing employment whereas in the United States it amounts
to 9.3 per cent of the total. While the basic data for a more detailed comparison

1The Canadian data in this chart are based on statistics published by D.B.S. in the annual
Review of Employment and Payrolls, and Canadian Statistical Review. The United States data
pertain to “production and related workers” and are taken from the Survey of Current Business
published by the United States Department of Commerce.
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Chart XIX

TOTAL EMPLOYMENT IN MANUFACTURING
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of this sector is not altogether satisfactory, it would appear that Canada has
done at least as well as the United States in maintaining employment in the
industrial machinery area (which accounts for 75 per cent of total employment
in the machinery industry) but has run well behind in providing employment
opportunities in the household and office equipment sectors of the industry.

In Table IX a comparison of the course of unit wage costs in Canada and
the United States! since 1949 is shown. It will be noted that the rise in unit
wage costs in manufacturing industries has been greater in Canada than in the
United States though the spread has not widened progressively over the period.

TABLE IX

Indexes of Unit Wage Costs in the Manufacturing Industries
In Canada and the United States

(1949=100)
Canada United States
{1 74 T T NN SR R PRI 41245 ottt 100.0 100.0
1950 2o iisinnin P S FUeRt kel Neter 99.7 98.3
1981 Codu ool vis vie nials SEEIIAE Aul ooy 109.0 106.2
1952 8l tossio ot st Srdbmidinns s 305 v 116.% 107.5
1O53ms. itk e bttt b i e 118.5 109.5
B L e e N e o S A 117.0 107.0
1955 - dsieomesi sanahinnhi sttt 113.4 105.5
1956 5. 50 esssifind Bk o8 Lait: STy 115.9 108.1
1957 ol owe itk dios waae candPiEL 122.0 108.2
1958 - dwstuie oo 82 oy o s P SR el 122.2 107.2

Though there is not space here to review the full argument, there is con-
siderable documentary support for the view that our more rapid rate of growth
in Canada, especially in our resource-oriented and export-oriented industries
led to advances in wages in these industries, which spread through most of the
manufacturing industries and left us, in spite of our wvery considerable
productivity gains, with a larger increase in unit wage costs in employment
than were experienced by the manufacturing industries of the United States.

E. Summary and interpretation of the changes in the demand for Labour

From our review of the changing demand for labour, one fact of over-
riding importance emerges. This is the fact that the rate of growth of the
demand for the output of the Canadian economy has receded from the very
high levels achieved in the earlier years of the nineteen fifties. The decline in
the rate of growth of demand for output implies a decline in the rate of growth
of demand for labour which, coupled with a continuing increase in the rate of
growth of the labour force, has made for a persistent rise in the level of
unemployment.

The great expansion of the fifties has wrought many changes in the Cana-
dian economy. It has changed the composition of output including exports,
and the composition of imports; it has changed the relative importance of our
various industries, and consequently the industrial composition of the working
labour force. All of these changes have required adjustments. Labour and
capital have had to be allocated and re-allocated in changing proportions. In
the period of rapid growth these adjustments were made and made very
effectively.

1The United States data on payrolls are taken from the Monthly Labour Review published
by the Bureau of Labour Statistics. The U.S. data on production are the Federal Reserve

indexes of Inustrial Production revised. The sources of the Canadian data are the same as
for Table VIII.
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In the period of the declining rate of growth adjustments continue to be
necessary. However, adjustments in the nature of re-allocations of resources
are more easily made in perods of rising than in periods of falling growth rates.
Accordingly the problems of adjustment receive more notice and discussion in
periods of falling growth rates. It is important to remember however that the
special difficulty of adjustment in a period of declining rates of growth arises not
from the need to make more adjustments or greater adjustments—indeed the
contrary may be true—but from the very fact of declining rates of growth.
In my opinion this is a very important point and one with significant policy
implications.

We entered the postwar period with many years of wear and tear on our
capital assets to be made good and with many new ideas and needs for
structures and machinery. Consumers and business alike were anxious to renew
and expand their capital. Apprehension over a possible postwar recession
receded when the effect of pent-up demand, fortified with pent-up liquidity,
were felt in the marketplace. This first great wave of postwar expansion was
further supported by contributions which Canada made to the recovery of
European countries through government loans used in large measure to finance
the export of our goods to them. The atmosphere of expansion was also
enhanced by the rapid growth of population and of new families and by the
shift of the population from rural to urban areas and from urban areas to
suburbs. World demand for our raw materials though not as great as it was to
become later was nevertheless strong and contributed to our rising rate of
growth.

Scarcely had we recovered from our 1949 pause for breath when the
Korean War broke out with its attendant increase in defence expenditure,
domestic speculative buying and world demand for raw materials, many of
which we were in a position to supply. Exploration for further supplies of raw
materials was intensified and capital expenditures for development of resources
were expanded. At the same time, population continued to grow rapidly—
immigration reached a new postwar high in 1951—and the internal shifts of the
location of the population with their associated demands for housing and
domestic capital continued apace.

Following the termination of the Korean War there was a reduction in
defence expenditures, some slackening in the growth of capital formation and
a period of inventory run-down. The recession of 1953-54 was not a severe one
however. Expanded investments in resource development, especially in our
newer export industries, led the way into the third great postwar advance. On
this occasion, however, there was not the stimulus of long postponed demands
as there was after the war, nor was there the added impetus of an increase in
defence spending as there had been in the 1950-1952 period. The rate of growth
of the population, which had receded from its high of 1951-52, again spurted
in 1956-57, the years of maximum postwar immigration, but fell off again subse-
quently. The expansion in 1955 and 1956 while it carried the economy to
unprecedented heights was shorter and involved lower percentage increases in
the indicators than the previous expansion.

After the recession of 1957-1958, expansion again set in but this time none
of the major stimulating forces that had predominated in one or other of the
preceding periods of postwar expansion was operative. Certainly there was not
a drive to renew assets wasted by war nor was there the stimulus of defence
spending. Capital investment in the resource industries actually declined, though
the figures were still high. Finally, the rate of growth of the population fell to
its lowest postwar level. Accordingly, this most recent period of expansion was
short-lived and led only to modest increases in the indicators; indeed, as we
saw earlier, business expenditures on fixed capital formation did not regain,
in this fourtl expansion, the levels they had attained in the third expansion.
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Increases in the demand for particular classes of output have sparked the
three major expansions of the postwar period. Prominent among these primary
sources of strength have been the foreign demand for certain of our raw mate-
rials and domestic demand for housing and other durables. Defence expenditures
were prominent in one expansion as we have noted. The growth in demand for
primary materials, especially metals and mineral products, led to very large
capital expenditures in these resource industries and to a pronounced rise in
the proportion of our exports made up of these materials. The increases in the
demand for housing and household durables stemming from the rise in family
formation and the shifts in population location led to substantial growth in the
residential construction industry and in the sale of consumer durables.

Of course these primary changes, leading to increased capital investment
and output also led to rising income and hence to secondary changes that
permeated the economy and stimulated most branches of activity. Thus non-
residential capital formation was by no means confined to the resource industries
nor were increases in domestic demand confined to homes and household goods.
We expanded our productive capacity in a great variety of fields and increased
our consumption of most classes of goods and services.

The rise in national income not only stimulated demand generally but it
had the effect of stimulating some demands more than others. The responsive-
ness of demand to income changes is not the same for all classes of goods and
services. We cannot go into detail here, but some examples will illustrate how
the very rise in income serves to alter the composition of output. With a rise
in income, an increasing proportion of income is apparently spent on services
and a smaller proportion on goods. This is a broad generalization that hides
important changes within the various categories. Thus while expenditures for
food tend to rise at a lower rate than income, expenditures for consumer durables
rise at a higher rate. Within the food category, expenditures on cereals tend to
rise at a lower rate than expenditures on meats. Within the services category a
rise in national income apparently induces a greater rate of increase in the
use of private means of transportation than certain public means and this in
turn generates a greater need for investment in highways for the motor car
than railroads for passenger trains. These are but a few examples to illustrate
the point. The point is that while it is sometimes possible to identify primary
forces in an expansion and to associate some changes in the composition of
output with those primary forces, the very increases in income which they
induce generate further forces of expansion and further changes in the com-
position of output.

The increases in capital investment that we have made in the postwar years
have brought with them improvements in productivity, that is in the rate of
output per man-hour of input. We have noted that productivity has shown very
satisfying gains in Canada throughout most of the postwar period. Capital
investment may contribute to the advance in productivity in many ways. I shall
cite two. New investment in machines and structures, of design roughly similar
to that already existing, may replace older machines with more efficient newer
ones, or may, by adding to the existing assets, raise the ratio of capital to labour
nearer to an optimum level. Investment in machines and structures of basically
new design may be the necessary adjunct to the introduction of basic changes
in technology. Improved productivity in any industry derives from a multitude
of sources. New investment, increased skills of the labour force, and new ideas
as to the materials to be used, the machines to work them and the processes
to be used, as well as many other factors, all combine to increase the output of
an hour’s work. We may also note that an expanding economy provides the more
suitable atmosphere for the introduction of technological changes, and the
associated capital investment. This is one of the reasons why in periods of
expansion the forces of growth gather strength as the expansion develops.

=
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While changes in technology bring growth in productivity they also change
the composition of demand and the structure of industry. The examples. of
this effect are myriad. The technological developments which gave us synthetic
textiles have meant a partial substitution of chemical raw materials for natural
fibres in the textile industry and have thereby affected the economics of location
in the textile industry. The development of efficient means of converting oil
into motive power and heat energy has resulted in an enormous swing in our
demand for energy materials from coal to oil. These changes have been reflected
in the great increase in our production of oil and decrease in production of coal.
These changes have also affected the composition of our exports and imports
and have meant the economic decline of our coal mining regions and enormous
economic gains for our oil producing regions. Changing technology affects not
only the materials we use and the capital equipment we need but also the
products we make. The perfection of the internal combustion engine, and metal
working technology combined with the perfection of the art of mass production
to give us the automobile. Thousands of other examples could be cited, from
motion pictures and television to detergent soap and plastic-soled shoes. The
changes in technology with their attendant growth in productivity, changing
structure and location of industry, and composition of demand for raw mate-
rials, capital goods and consumer goods, are the stuff of which economic advance
is made. Their introduction stimulates expansion and in turn is stimulated by
expansion.

Changes in the composition of demand, whether deriving from changes in
technology or from other sources, require the reallocation of resources in the
economy. The principal mechanism through which this reallocation is accom-
plished is the price mechanism. An increase in the demand for our raw mate-
rials and semi-manufactured goods, for example, will inevitably lead to an
increase in the expected level of earnings from the production and sale of these
goods. This is the essential prerequisite to an expansion of their output. In
order to accomplish an expansion in output of course it is necessary to attract
labour and capital into their production. This may be done readily and with
virtually no increase in the rates of return offered to labour and capital when
these agents of production are not employed in other lines of activity. When
they are so employed, however, it is necessary to attract them from these alter-
native employments and to attract the new entrants to the labour force, by the
offer of relatively higher rates of return. Insofar, however, as the expansion of
these industries will create increases in income and new demands for the
output of other industries, these other industries subsequently will seek to
retain their agents of production and indeed to increase employment of them.
Accordingly, increases in the returns of factors of production in the raw mate-
rials and semi-manufactured goods industries will spread through the economy
as the expansion proceeds. The effects on costs per unit of output in any
industry will depend upon the advances in productivity in that industry.
Increases in costs per unit of output will be smaller the greater are the gains
in productivity.! This is a broad generalization and in applying it to the analysis
of any particular industry it requires qualification in several respects which
we shall not enumerate here. As a broad generalization however, it fits the facts
of our Canadian experience rather well as we illustrated by reference to the
detail of the manufacturing industries in Canada in the postwar period.

Not only do changes in relative demand combine with changes in pro-
ductivity to produce changes in relative costs; together they determine the
changes in the relative demand for labour in the various industries of the

11t follows that in principle, it is possible for expansion to proceed without an advance in
the general level of prices of final goods and services. We shall not pause here to analyze
the effects of eXpansion upon the general level of prices beyond remarking that they depend
particularly upon the rate of advance of productivity in the economy and the rate of expansion
of the money supply.
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economy. An increase in demand in any industry will occasion an increase in
output. This increase in output will be limited by the extent of the price rise
entailed in expanding output. Increases in productivity will operate to reduce
the increase in price occasioned by increases in demand. Thus, the greater is
the increase in productivity the greater will be the increase in output occasioned
by a given increase in demand. In this sense, advances in productivity increase
the employment of labour in the industry. On the other hand, a given increase
in output will entail a larger increase in the demand for labour, the smaller is
the increase in productivity.l

We have noted that there has been a greater increase in employment in the
service industries in Canada than in the goods industries. Though the data
necessary to test the hypothesis are inadequate, they appear to support the
hypothesis that this divergence is to be attributed both to the greater relative
increase in real output of the service industries and to the lesser relative
increase of productivity in the service industries.2

I have been speaking of the postwar expansion of the economy. I have
argued that this expansion in each of its first three waves was stimulated by
great increases in the demands—especially of foreigners—for our raw mate-
rials and partly manufactured goods and by demands for a variety of goods
resulting from domestic population growth and shifts. We have recognized that
other primary factors have been at work at various times such as the backlog
of demand, domestic and foreign, at the end of the war and the defence spend-
ing associated with the Korean War. We have suggested that expansion result-
ing from these primary sources of strength generated increases in income and
further, more widespread, increases in demand for output. We have indicated
that the direct and induced changes in demand combined with changes in
technology produced varying changes in productivity, costs, output and demand
for labour in the various industries. Throughout the memorandum I have
repeatedly referred to the great expansion of our physical assets—structures
and equipment—that has taken place in the postwar period.

I began this concluding section by emphasizing the fact that the rate of
growth of the economy has declined. I return to this point now. The rates of
growth of the two prime sources of increased demand in the postwar period,
namely, foreign demand for our raw and semi-finished materials and our
own population, have declined. Our exports of forest products, though strong
in 1959 by comparison with 1958, were approximately at their 1955 level
in .1959. Our exports of metal and mineral materials, gain though strong in
1959 by comparison with 1958, were very little above their 1957 level in 1959.
The population, which grew by some 12.1 percent in the four year period 1951
to 1955, grew by only 10.7 percent in the four year period 1956 to 1960. Net
family formation figures in 1958 and 1959 were lower than in any other post-
war year.

The decline in the rates of growth of demand from these two prime sources
with the consequent slowing down of the demands which they induce in-
directly, has left us in the position of having large amounts of excess capacity
in various sectors of the economy. We do not have official figures of output
capacity in Canada, but the comparison of the capital investment figures
with the output figures (as in Chart XV for example) leaves little doubt that
capacity has risen much more rapidly than output in many sectors of the

1Strietly, the argument should be that the rate of increase of demand for man hours
of labour varies inversely with the rate of increase of productivity. The argument is as follows:
If productivity is defined as output per man hour, then the rate of increase in productivity
equals the rate of increase of output less the rate of increase in man hours. From this we
conclude that the rate of increase in man hours equals the given rate of increase in output less
the rate of increase in productivity.

2By an argument similar to that used in the previous footnote it may be shown that
the rate of growth of the ratio of employment in the service industries to employment in the
goods industries is equal to the rate of growth of the ratio of their outputs less the rate of
growth of the ratio of their productivities.
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economy. In the 1958 annual report of the Department of Trade and Commerce
the following table appears:

APPROXIMATE PERCENTAGE INCREASE IN CAPACITY
IN TWO YEAR PERIOD 1957 and 1958

COMMODITY % INCREASE COMMODITY % INCREASE
INSOWEDEIRTL S L s o e 15 FEOROTR o s e 26
WOOADULD s iiia o ao st 15 Petroleum Crude ...... 60
Aluminum ............ 16 Petroleum Refined .... 22
iy B e i i ) 9 Oy 1115 o L A PR 29
CODDCTS - e i i & Fooiisn oo 19 Iron and Steel ........ 15
ASDESEOE " .. e o b ige 13 Electric Power ........ 25

There were of course increases in capacity both before and after the
years 1957 and 1958. In the face of the decline in the rate of increase of out-
put it is manifest that excess capacity exists. In the residential housing field
which has been stimulated from time to time by government measures, the
number of dwellings completed has exceeded the net number of new families
formed in every year since 1953. It cannot immediately be concluded that the
available houses, new and existing, were distributed across the nation in
proportion to the distribution of the population, but this evidence, considered
with the direct evidence from the housing market suggests that excess capacity
has also developed in respect of certain types of housing. This is not to say
that there is no need for urban renewal programs—this need must be judged
on different grounds.

The emergence of excess capacity in the face of the decline in the rate
of growth of our primary expansive factors must be held to be responsible
for the great weakness in capital spending to which I have referred several
times and which is the proximate cause of the decline in the rate of growth
of our national output and employment.

I have referred repeatedly, throughout this memorandum to similarities
between the developments in the United States economy and in the Canadian.
The developments have not been identical of course but they have been
similar. Both economies experienced the stimulus of post-war pent-up
demands. Both economies contributed to the export of goods to Europe during
the period of European recovery. The Korean war brought expansion in the
United States as it did in Canada. In both countries there have been large
increases and shifts of population in the post-war years. All of these changes
have induced substantial capital expansion. Latterly, there has been a decline
in population growth in the Tnited States as in Canada. Both countries have
been affected by the changed climate of international trade resulting from
the flowering of the European economy, the stunning economic growth of
Japan and the emergence of new sources of primary and semi-manufactured
materials.

It is true that the forces of expansion and the subsequent weakening
of these forces have affected the two economies in different degree and in
different particular respects. For example, the Canadian economy grew more
rapidly in the third post-war expansion than did the American, and her
decline in growth rates was correspondingly more severe than the American
in the ensuing expansion. But in both countries the failure of demand to grow
at as great a rate as capacity has meant the emergence of excess capacity
and with it further curtailment of capital spending and the onset of economic
recession.

In the face of the similarities of the Canadian and American experience,
it is futile to argue that the present slackness in the demand for labour in
Canada is due to peculiarly Canadian conditions. The problem is North American
in scope, thé rate of growth of demand for North American output has
declined. :
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Having set forth what I believe to be the essential cause of such of
our present malaise as is not to be attributed to a mere distortion of the
relation of inventories to sales, I should like at this point to refer briefly to
certain developments upon which our condition should not be blamed.

Associated with our post-war economic growth has been a very consider-
able increase in the ownership and control of enterprises in certain industries
by non-residents especially in the United States. It is sometimes contended
that this increase in non-resident ownership is in some way responsible for
the present conditions of unemployment. Such a contention is, of course, non-
sense. There is no evidence that the decline in the rate of growth of Canadian
population is to be attributed to the rise in American ownership of Canadian
mines, oil wells or manufacturing concerns. Nor can the decline in the rate of
growth of foreign demand for our raw materials and semi-manufactured goods
be attributed to the growth in foreign ownership of Canadian enterprises in
these fields. Many of the manufacturing concerns in Canada that are sub-
sidiaries of foreign enterprises have long been established in this country; indeed
many came here with the establishment of empire preference tariffs. It may
be that some of them are not oriented toward the development of export mar-
kets in non-empire countries but, be that as it may, their existence in Canada
is not the fundamental explanation of the decline in the rate of growth of
the Canadian economy.

As Canadians we may prefer a lower to a higher degree of non-resident
control of our enterprises. However this preference cannot be supported on
the ground that such non-resident control has contributed to the decline in
our rate of growth. Any attempt to support such a preference with an argument
of this kind beclouds issues and analysis of them.

It is sometimes argued that our present difficulties are to be attributed
to the increase in our imports. This argument has two facets. On the one
hand it has been contended that over the past several years Canadians have
overindulged themselves by importing too heavily and in so doing, by some
unexplained mechanism have brought on the slowing down in the rate of
economic advance which we are now experiencing. This argument, to my
mind loses all significance when it is recalled that imports as a proportion of
Gross National Expenditure have, on the average, shown a modest downward
trend since 1951. This fact is illustrated in Chart VI. On the other hand, it is
argued that recently there has been an increase in imports of goods and that
this is a major cause of our difficulty. It is true that in 1959 imports of goods
were higher than they were in 1958. It is also undoubtedly true that certain
of our industries have been subjected to stronger competition from imports in
the past year or so than they were prior to this. But standing against these
facts are the further facts that imports in 1959 were only a minutely larger
proportion of national income than in 1958, and that in 1960, to date, imports
of goods are running at approximately the same level as in 1959. These oppos-
ing considerations lead me to the conclusion that while certain industries have
been faced with problems of adjusting that have been rendered more diffi-
cult by the decline in the economy’s rate of growth, the decline in the rate
of growth itself cannot be explained by these examples of import competition.

Another line of argument that has been put with some force is that our
present difficulties result from a prolonged period of extravagant living
financed by others. Our present difficulties are attributed to capital imports
by this line of argument in several ways. One version of the argument is that
the capital import leads to non-resident control of industry and thence to
economic malaise. I have already expressed a view on this argument. A second
version of the argument is that the waves of expansion in the post-war years
led to inflation and that the inevitable consequence of inflation is recession. I
would not deny that we had inflation, nor would I deny that the business cycle
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exists, having not yet been conquered by the exercise of appropriate policies.
Of course what in fact happened during the period following 1952 was that
the United States undertook to transfer a portion of her real national income
to Canada. By virtue of this, the inflation we experienced was less extreme
than it would otherwise have been. Indeed with hindsight we can now see
that an even more vigorous control of the domestic money supply in Canada
in the periods of our great expansion might have induced an even greater
transfer of resources to Canada from abroad and rendered the control of
inflation more effective. A third version of the argument is that the rate
of capital inflow within the last several months has been a major cause
of our difficulty. I am not so inclined to resist this argument, though I
should not express it in quite this way. I have contended that a major cause
of the decline in our rate of growth has been the decline in the rate of growth
of our exports of certain classes of goods. The falling off of this growth rate
has meant, given other prevailing economic conditions, that our import of
capital has been larger than it would otherwise have been, but it is the
falling off of these exports rather than the import of capital per se to which I
should attach major significance. The excess of imports over exports is of
course equal to the capital inflow and I have already commented upon the
recent changes in imports. While in my opinion the present rate of capital
inflow is not a factor of primary significance in explaining the source of our
present difficulty, certain policies which I would deem appropriate in the
present circumstances would have the effect of reducing the capital inflow.

I shall comment on only one other of the explanations of our present
retarded growth which I believe to be inappropriate. The argument is some-
times made that the decline in our present rate of growth is to be attributed
to the fact that growth in the various geographical or industrial sectors of
the economy has not proceeded at equal rates; that some sectors have grown
more rapidly than others. It is of course true that if a decline in the growth rate
in sector A is offset by an increase in the rate of growth in sector B, then
the overall rate of growth will not decline. It is quite another matter to argue
that a decline in the rate of growth in sector A is caused by the fact that it
has heretofore exceeded the rate of growth of sector B. To be more concrete,
it is not obviously true by any means that the decline in export demand for
our raw materials is to be attributed to the failure of secondary manufacturing
to grow as rapidly as our mining industry. Nor is it obvious that if our secondary
manufacturing industry had grown more rapidly that it would on that account
be the better able to offset the effects of a decline in export demand for raw
materials by increasing its rate of growth yet further. Indeed one may argue in
quite the opposite vein and contend that to the extent that genuine imbalance
arises from unequal rates of growth, this will be recognized in the market
place by an increase in the demand for the output of the more slowly growing
sectors and by an increase in investment and employment in those areas. The
fact that such a development does not occur must be taken as prima facie
evidence that no genuine imbalance existed.

If the above analysis is correct, and the present economic recession is to
be attributed principally to a decline in our rate of economic growth reflecting
a decline in the demand for the output of the Canadian economy, then it follows
that the primary emphasis in economic policy should be upon measures that
will most readily and effectively stimulate the demand of residents and non-
residents alike for Canadian output. This necessarily brings us to the considera-
tion of policies pertaining to taxes, money supply, exchange rates, social capital
and, for the longer term, our competitive position in the international economy.
However, this is where prescription begins and diagnosis ends, and so I must
conclude as it“was intended that this study should be limited to a presentation
and analysis of the facts.



APPENDIX TABLE

INDEXES OF PRODUCTION, EMPLOYMENT, PRODUCTION PER MAN HOUR AND UNIT WAGE COSTS IN CANADIAN
MANUFACTURING INDUSTRIES

(1949 = 100)
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959
No~N DuraABLES
Foods and Beverages. ................... 100.0 103.8 106.8 113.5 117.4 120.6 126.8 133.1 135.6 140.4 146.4 Production
100.0 101.2 103.0 105.2 104.6 105.6 106.9 109.6 111.4 112.3 114.6 Employment
100.0 102.1 104.6 109.2 115.2 117.9 122.6 126.3 127.4 130.5 132.8 Production per man hour
100.0 100.0 110.2 114.1 116.4 117.9 117.6 118.9 129.5 131.6 N/A TUnit Wage Costs
Tobacco and tobacco products............ 100.0 103.4 95.0 108.0 120.3 124.7 135.5 145.9 161.0 173.2 179.9 Production
100.0 95.3 87.8 85.9 87.0 87.7 88.6 89.0 91.2 99.1 96.2 Employment
100.0 96.6 83.7 81.1 82.1 81.9 84.4 84.8 85.2 92.8 88.5 Production per man hour
100.0 98.7 115.3 106.0 101.3 102.9 100.5 92.7 94.8 97.2 N/A Unit Wage Costs
JREDIROF Procuetn;: « 1 5.t Waden et 100.0 116.8 124.9 118.9 130.3 119.2 141.0 154.0 147.8 137.2 161.1 Production
100.0 103.6 108.3 102.8 108.3 102.7 109.6 114.3 110.4 99.5 106.2 Employment
100.0 117.7 115.3 115.4 120.5 116.6 126.4 133.8 136.2 141.0 150.7 Production per man hour
100.0 98.6 108.1 113.3 112.9 115.4 108.7 108.8 113.9 110.1 N/A Unit Wage Costs
Laather Produsta., (73, & . oodo. . 0. 100.0 95.6 90.4 101.0 106.4 100.2 106.9 115.6 115.6 114.4 120.3 Production
100.0 95.3 91.5 94,0 96.0 87.8 86.8 89.5 88.6 86.0 88.2 Employment
100.0 102.3 103.0 107.2 111.6 118.3 124.0 129.5 132.9 134.7 138.1 Production per man hour
100.0 100.6 109.2 108.8 111.4 111.2 108.2 108.5 112.6 114.3 N/A Unit Wage Costs
Textilo Products. i7" . i isicidte the i s 100.0 112.5 113.1 102.9 107.9 94.3 114.0 117.3 117.6 109.5 123.5 Production
100.0 102.3 104.3 93.4 93.2 80.4 85.4 86.8 84.4 77.5 78.8 Employment
100.0 108.5 112.4 114.2 120.3 121.4 134.4 136.7 143.4 146.2 158.9 Production per man hour
100.0 95.1 103.0 106.7 105.0 106.5 96.8 98.7 98.0 97.7 N/A Unit Wage Costs
IGHBEIING s Svw. v oo oo e TR wra i 100.0 101.3 101.2 111.4 115.0 108.9 112.8 117.6 116.8 114.4 115.3 Production
100.0 99.8 100.6 101.0 100.8 91.5 91.9 94.0 94.2 90.7 92.4 En;gloy;nent
100.0 101.2 103.6 110.3 114.4 123.2 124.1 124.7 126.7 128.2 125.2 uction per man hour
100.0 99.6 106.0 105.4 109.1 107.2 105.9 108.0 111.3 113.1 N/A Unit Wage Costs
PRDEr Produotas: 5 Tre. .. S J95 ans Gl ey 100.0 109.83 117.5 113.4 118.1 124.1 131.0 137.8 135.5 134.8 144.1 Production
100.0 101.0 108.6 108.4 110.2 114.8 118.2 123.7 123.5 121.1 123.2 Employment
100.0 107.1 -107.8 108.4 114.3 117.7 121.3 122.2 122.7 126.7 131.7 Prqductlonée man hour
100.0 98.6 113.2 122.7 125.3 127.2 127.5 133.2 138.9 139.8 N/A Unit Wage Costs
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Printing, Publishing and Allied Trades... 100.0 101.5 105.1 107.5 114.7 121.6 127.1 137.3 138.2 123.4 143.2 Production
100.0 104.3 105.4 104.3 107.1 110.0 111.8 115.3 119.6 119.1 121.3 Employment
100.0 97.3 101.0 105.7 108.9 111.9 115.1 120.5 117.9 116.5 121.0 Production per man hour
100.0 108.8 114.7 121.2 125.8 126.2 127.8 126.1 135.7 146.4 N/A TUnit Wage Costs
Products of Petroleum and Coal.......... “100.0 111.9 128.5 140.1 153.3 165.0 188.3 216.1 223.5 216.8 241.5 Production
100.0 106.3 113.5 119.6 119.4 120.9 125.6 133.5 140.0 139.7 138.5 Employment
. 100.0 104.8 113.8 116.4 127.9 135.6 150.3 164.7 159.3 156.3 174.0 Production per man hour
100.0 92.6 95.1 107.1 104.4 99.3 92.8 88.4 93.9 93.8 N/A TUnit Wage Costs
Chemicals and Allied Products........... 100.0 107.7 120.0 122.3 139.9 152.1 165.5 174.8 183.4 186.5 199.9 Production
100.0 102.7 110.3 114.1 117.3 121.1 122.2 127.7 133.5 131.2 129.4 Employment
100.0 105.4 110.6 111.3 124.1 131.7 142.7 144.8 146.1 151.9 164.7 Production per man hour
110.0 98.5 110.9 122.3 119.0 116.1 109.7 109.3 114.0 118.1 N/A TUnit Wage
NonN-DuraBLes TOTAL. .......... 100.0 106.0 110.8 113.2 120.2 121.2 130.4 138.1 139.7 139.5 148.8 Production
i00.0 101.1 103.5 102.8 103.9 lOl 4 103 2 106.6 107.6 105.6 107.3 Employment
100.0 104.1 108.4 112.0 118.8 130 133.7 135.6 138.4 144.2 Production per man hour
NOT AVAILABLE Unit Wage
DURABLES
WOOA PROAUCEE < ., « o sfe b s oooioneiin b n alty o s 100.0 108.2 114.8 1158 1254 124.2 136.4 138.3 127.3 131.1 134.7 Production
100.0 104.6 108.0 102.0 104.7 101.0 107.3 110.3 105.5 102.6 103.5 Employment
100.0 102.9 106.1 111.2 117.7 123.0 125.8 125.6 122.7 129.3 129.5 Production per man hour
100.0 100.7 109.5 113.7 113.6 113.5 112.8 118.1 124.4 120.6 N/A Unit Wage Costs
Iron and Steel Products.................. 100.0 102.5 117.0 118.9 1153 106.2 123.8 145.3 139.6 126.4 147.7 Production
100.0 99.2 110.0 113.2 111.0 99.8 102.9 112.4 113.4 102.6 109.7 Employment
100.0 104.1 108.4 107.5 107.1 111.7 124.4 133.1 128.8 131.0 140.5 Production per man hour
100.0 102.0 111.5 123.1 130.9 128.6 123.5 122.2 131.1 130.7 N/A Unit Wage Costs
Transportation Equipment............... 100.0 108.3 131.3 149.1 165.2 137.3 145.1 157.9 151.2 130.8 128.7 Production
100.0 99.6 117.4 138.7 153.1 133.9 131.2 141.6 142.1 123.8 112.3 Employment
100.0 108.0 110.5 110.1 109.8 106.8 116.1 116.8 113.1 112.1 119.4 Production per man hour
100.0 97.0 102.1 114.6 121.1 119.7 112.3 116.4 126.6 132.1 N/A TUnit Wage Costs
Non-Ferrous Metal Products............. 100.0 104.0 114.1 112.2 120.1 117.0 127.5 133.0 127.6 125.8 134.9 Production
100.0 98.6 109.8 110.6 118.3 117.4 125.3 132.5 128.3 122.3 126.3 Employment
100.0 105.5 106.1 106.1 106.2 104.6 106.7 106.0 105.8 112.2 114.2 Production per man hour
100.0 99.4 115.0 129.4 129.2 132.9 134.0 140.8 1484 144.2 N/A TUnit Wage Costs
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APPENDIX TABLE—(Cont’d)

INDEXES OF PRODUCTION, EMPLOYMENT, PRODUCTION PER MAN HOUR AND UNIT WAGE COSTS IN CANADIAN
MANUFACTURING INDUSTRIES

(1949 = 100)
1949 1950 1951 1952 1953 1954 1955 1956 1957 1958 1959
Electrical Apparatus and Supplies. ....... 100.0 112.5 120.7 124.5 150.9 151.7 176.2 191.3 183.6 175.5 185.7 Production
100.0 108.8 120.4 122.1 136.3 132.9 137.4 152.2 150.4 135.7 130.8 Employment
100.0 103.4 100.4 102.0 110.7 116.7 129.6 126.6 124.5 132.9 138.8 Production per man hour
100.0 100.0 113.6 119.7 111.3 103.6 94.5 103.5 105.8 104.4 N/A TUnit Wage Costs
Non-Metallic Mineral Products........... 100.0 111.0 119.8 122.8 139.2 146.1 171.1 191.5 191.3 205.9 224.0 Production 2]
100.0 105.5 113.7 110.8 113.7 114.8 123.6 134.0 132.2 133.2 143.1 Employment ;1
100.0 104.3 106.3 113.1 126.1 132.3 143.3 148.6 152.2 161.4 163.3 Production per man hour Q
100.0 99.7 110.3 116.6 116.8 118.0 114.2 112.4 114.9 113.9 N/A Unit Wage Costs ;
e
LIRS Total .. . ion. coidiominss v anisn 100.0 106.5 119.9 124.8 133.6 124.8 139.7 153.3 146.7 138.6 149.0 Production Q
100.0 101.7 113.2 118.2 123.5 114.2 117.4 126.4 1253 114.8 115.5 Employment o
100.0 104.7 107.2 107.6 110.0 113.2 122.4 125.1 122.5 127.0 133.4 Production man hour =
100.0 NOT AVAILABLE Unit Wage Costs =
—
-
ALL MANUFACTURING..... 100.0 106.2 115.0 118.5 126.4 1229 134.7 145.1 142.9 139.1 148.9 Production ;1]
100.0 101.4 108.1 109.9 113.0 107.3 109.8 115.8 115.8 109.8 111.1 Employment =
100.0 104.5 107.7 109.7 114.3 118.9 126.2 128.9 129.0 133.0 139.0 Production per man hour
100.0 99.7 109.0 116.7 1185 117.0 113.4 115.9 122.0 122.2 N/A Unit Wage Costs
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
November 22, 1960.

“The Honourable Senator Aseltine moved, seconded by the Honourable
Senator Macdonald, P.C.—

1. That a Special Committee of the Senate be appointed to study and
report upon the trends in manpower requirements and utilization in Canada,
with the object of exploring the possibilities of maintaining and extending a
high level of employment and, without restricting the generality of the fore-
going, to inquire into and report upon the following:

a) the growth of the economy and of other factors influencing employ-

ment opportunities, including particularly technological changes; and

b) the growth and characteristics of the Canadian labour force;

2. That the said Committee be composed of the Honourable Senators Blois,
Bouffard, Brunt, Buchanan, Burchill, Cameron, Choquette, Connolly (Ottawa
West), Courtemanche, Croll, Emerson, Haig, Higgins, Hnatyshyn, Horner,
Hugessen, Inman, Irvine, Lambert, Leonard, MacDonald (Queens), Methot,
Monette, Pratt, Reid, Roebuck, Smith (Queens-Shelburne), Thorvaldson,
Vaillancourt, Wall, White and Wilson (32);

3. That the Committee have power to engage the services of such counsel
and technical and clerical personnel as may be necessary for the purpose of
the inquiry; and ;

4. That the Committee have power to send for persons, papers and
records, to sit during sittings and adjournments of the Senate, and to report
from time to time.

After debate,

The Honourable Senator Brunt moved, seconded by the Honourable Sena-
tor Isnor, that the motion be amended by adding the name of the Honourable
Senator Macdonald (Cape Breton) to the list of Senators nominated to serve
on the said Special Committee.

After debate, and—
The question being put on the amendment, it was—
Resolved in the affirmative.

After further debate, and—

The question being put on the motion as amended, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

WEDNESDAY, December 14, 1960.

Pursuant to adjournement and notice the Special Committee on Manpower
and Employment met this day at 10.30 a.m.

Present: The Honourable Senator Smith (Queens-Shelburne)—Deputy
Chairman, Brunt, Buchanan, Burchill, Cameron, Connolly (Ottawa West),
Courtemanche, Croll, Haig, Hnatyshyn, Inman, Irvine, Lambert, Leonard,
MacDonald (Queens), Macdonald (Cape Breton), Roebuck, Wall and White—19.

The following representatives of the Canadian Chamber of Commerce
were heard:— :
Mr. Leonard Hynes, Chairman, Executive Council.
Mr. W. J. Sheridan, Assistant General Manager.
Dr. A. N. McLeod, Chairman, Public Finance and Taxation Committee.
Mr. Lloyd Hemsworth, Chairman, Labour Relations Committee.

At 12.30 p.m. the Committee adjourned until Wednesday, January 25th
next, at 10.00 a.m.

Attest.

. John A. Hinds,
Assistant Chief Clerk of Committees.
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THE SENATE

SPECIAL COMMITTEE ON MANPOWER AND EMPLOYMENT
EVIDENCE

OtrTtawAa, Wednesday, December 14, 1960.

The Special Committee of the Senate appointed to study and report upon
the trends of manpower and employment, met this day at 10.30 a.m.

Hon. Donald Smith (Queens-Shelburne) in the Chair.

The DepuTy CHAIRMAN: Order, please.

We have with us today representatives of the Canadian Chamber of
Commerce who very kindly and very quickly, I might say, responded to
our invitation to give us what assistance they were able to in exploring the
question of manpower and unemployment. First I would call on Mr. Leonard
Hynes, Montreal, who is Vice-president of Canadian Industries Limited and
who does a lot of valuable work for the Canadian Chamber of Commerce.
Mr. Hynes is chairman of the executive council. I would ask him to make
a few preliminary remarks and to introduce others who are here with him
representing the Canadian Chamber of Commerce.

Mr. Leonard Hynes, Vice-president, Canadian Industries Limited, Montreal:
Chairman, Executive Council. Canadian Chamber of Commerce:

Thank you, Senator Smith. I am happy to have the opportunity of being
with you. We have put together some of the Chamber’s policies on man-
power and employment. We do not believe that these are necessarily the
answer to everything but we think probably with some exchange of views
here we could make some progress and be of some assistance to you in your
deliberations by appearing on this occasion.

I would like to introduce my colleagues:

First, Mr. W. J. Sheridan, who is Assistant General Manager of Canadian
Chamber of Commerce. Mr. Sheridan is also a past president of the Canadian
Public Relations Society and a member of the Institute of Association Exec-
utives.

We have also with us Dr. A. M. McLeod, of Toronto. He is the economist
of the Toronto-Dominion Bank. Mr. McLeod is co-chairman of the Canadian
Chamber of Commerce Public Finance and Taxation Committee. Mr. McLeod
comes originally from Saskatchewan. He has a Bachelor of Arts Degree from
Queens and a Ph.D. from Harvard. Formerly he was economist with the
International Monetary Fund and a member of several missions to other
countries in regard to monetary matters. He was also economist with the
Canadian Department of Finance.

I am also supported this morning by Mr. Lloyd Hemsworth, of Montreal.
He is Chairman of the Canadian Chamber of Commerce Labour Relations
Committee; he is a member of the Department of Labour. Advisory Committee
on Professional Manpower; he is a member of the Department of Labour
Committee on Technicological Change. He was a member of the Canadian

*
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employers delegation to the 1959 meeting of the International Labour Office
in Geneva, and a member of the Duke of Edinburgh’s Study Conference at
Oxford in 1956.

Copies of our brief have been distributed only recently and I think it
would probably assist in further discussions if I might ask Mr. Sheridan
to read the brief and then we could proceed with questions and discussion.

The DEPUTY CHAIRMAN: Thank you, Mr. Hynes. That will be agreeable.
Hon. SENATORS: Agreed.

The DeEPUTY CHAIRMAN: Are you ready to proceed, Mr. Sheridan?

Mr. W. J. Sheridan, Montreal, Assistemt General Manager, Canadian Chamber
of Commerce:

Mr. Chairman and honourable senators, this submission is addressed to
the chairman and members of the committee. The executive council of the
Canadian Chamber of Commerce welcomes this opportunity of submitting its
views with respect to the important subject of manpower and employment
presently under study by this special committee of the Senate.

Terms of Reference:

We note that the terms of reference of the Senate’s Special Committee
include (a) the study of trends in manpower requirements, (b) the exploration
of the possibilities of maintaining and extending a high level of employment
and (c) an examination of the influence of technological changes as well as
the growth and characteristics of the labour force.

The members of The Canadian Chamber of Commerce, both organization
and corporate, are deeply conscious of the desirability of an exhaustive study
under these terms of reference and the growing need, in the light of current
conditions, to find solutions to the problems involved in keeping occupied at
as high a level as possible the growing labour force in Canada.

The Canadian Chamber of Commerce:

The Canadian Chamber of Commerce is the national federation of some
eight hundred Boards of Trade and Chambers of Commerce in communities
of all sizes, in all parts of Canada. As a matter of fact, only this week we
welcomed the 850th member of the Canadian Chamber of Commerce to
membership. Community Boards of Trade and Chambers of Commerce are
voluntary organizations of business firms and individuals associated with the
business life of Canada representing all forms of business as well as the profes-
sions, established to promote the civic, commercial, industrial and agricultural
progress of the communities and areas which they serve. In addition to member
Boards of Trade and Chambers of Commerce, Canadian Chamber membership
also includes some twenty-five hundred corporation members which are
corporations, firms and partnerships associated with the business and profes-
sional life of Canada. Canadian Chamber membership also includes some
twenty-five associate members which are national trade, business and profes-
sional associations associated with the business and professional life of Canada.

The Executive Council of The Canadian Chamber of Commerce, which
is submitting this brief, is appointed by the National Board of Directors to
carry on the business of the Chamber during the interim between the meetings
of the National Board of Directors.

The views and opinions expressed in this submission are based on national
policy approved by the members at the most recent annual meeting, early
in October this year, and includes the views and opinions of the members.
as solicited specifically for this submission.
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g Canadian Chamber Policy

Essential to and underlying all of the views and recommendations con-
tained in this submission is the Chamber’s belief in and support of Canada’s
economic system of competitive enterprise. Every statement made herein
must be read in the light of the following statement of principles with re-
spect to freedom of enterprise which forms the foundation of all Canadian
Chamber policy.

The Canadian Chamber of Commerce believes that one of the basic
aims of public policy should be the maintenance of personal freedom.
In this atmosphere the consumer is free to make his own choice as to
how, when or where he will spend his income. These individual choices
collectively provide the great stimulating and controlling force gov-
erning production. For this force to operate effectively, suppliers of
goods and services must be free to compete for these choices, satisfying
old ones more economically and searching out new ones promptly.
Hence come the phrases “Freedom of Enterprise” and “The System of
Private Competitive Enterprise”.

In this competitive atmosphere, only the efficient suppliers of
goods and services can prosper. Suppliers who remain inefficient or
who continue to produce things no longer wanted will not survive.
Through such competition, changes take place and efficiency is in-
creased to the benefit of the consumer.

The Chamber believes that Canada ean be great and prosperous
only if all individuals have the incentive of adequate reward for
risk, energy, initiative and enterprise, along with the right to enjoy
the product of their thrift and foresight.

The Chamber affirms that the core of its policy is to support the
enterprise system. It believes that within the freedom concept, limitations
on the freedom of the individual are justified in the interests of law
and order. However, the unwarranted and arbitrary exercise of power
by governments, often influenced by collectivist theories, destroys
initiative and curtails the dynamic qualities which are essential to the
productive operation of private enterprise.

The Chamber recognizes economic education as the most potent
instrument for the extension and development of the Canadian enter-
prise system. In this regard, the Chamber is committed to do all in its
power to help with the enlightenment of the individual so that he can
develop better understanding and act on his own authority and re-
sponsibility.

The Chamber recognizes the responsibility of society to help those
individuals incapable of providing for themselves, but does not believe
that it is the business of the State to provide those services which the
individual can supply for himself. Social security must not become an end
in itself. Canadians must beware of looking to the State to provide
security to the extent that the individual loses incentive to provide for
himself.

If ever business, or the people in general, believe that they can
turn to government in every difficulty, the springs of initiative and self-
reliance would run dry. The Chamber puts faith in the responsibility
and the resourcefulness of individuals operating under the competitive
enterprise system, believing that these factors will ensure the highest
possible standard of living for the whole Canadian people.

Availability of Data:

There would appear to be a need for a more precise analysis of the em-
ployment and unemployment situations in Canada at the present time. The
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extent of unemployment by regions, by sex, by marital status, age and by job
classification is not yet readily available. This was written, of course, before
the studies were made which have been presented already to this committee.
The number of family heads unemployed and other relevant questions which
help to provide a true picture of the pattern of unemployment remain un-
answered. The rapid completion and dissemination of the studies commissioned
by this Committee will undoubtedly provide valuable data as a basis for more
informed policy decisions.

The Essential Problem:

The essential problem with which this submission is concerned can be
stated very simply. What are the effective means by which a higher level of
useful employment may be obtained and maintained for Canada’s growing
labour force?

All other aspects of the subject, the study of trends and manpower re-
quirements, the examination of the influence of technological changes, the com-
position of the labour force, are of interest only because they can help to pro-
vide clues or guides to the formulation of satisfactory replies to the question
raised above.

This spelling out of the essential problem in the form of a question imme-
diately invites other questions which must be answered before we can get
down to tackling the main problem. First of all, what do we regard as a
sufficiently high level of employment? If we are prepared to accept a figure of
3 to 49 unemployment of the labour force, as referred to in a study of the
International Labour Organization, then the picture gains a new perspective.*

Table I shows estimates of the civilian labour force and its status, 1931-
1960, showing percentages of the total labour force as against the civilian popu-
lation (14 years of age or over) and percentages of unemployed as against the
total labour force.

Table II shows the Annual Averages of Persons Without Jobs and Seeking
Work as a percentage of the Total Civilian Labour Force for the years 1953
to 1959.

With your permission, Mr. Chairman, I might take these tables as read,
and proceed with the text.

The DEpUTY CHAIRMAN: Yes.

Senator ConNoLLY (Ottawa West): Could we just have a look at them
before you continue?

Mr. SHERIDAN: Certainly.

* The International Labour Office, in its study entitled Public Investment and Full Employ-
ment, gives the following definition of full employment: “Full employment exists when every
adult who wants employment can obtain it at current wage rates and working hours: when
working hours are no shorter than the workers themselves (collectively) prefer at current
wage rates; when wage rates are not so low as to constitute exploitation of workers; and
when a worker who loses his job through contraction of his employer’s scale of operations
could find new employment (subject to the above conditions) within a short period not ex-
ceeding (say) three months. Because of frictions, these definitions would be compatible with
actual unemployment of 3 to 4% of the labour force”.
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TABLE I
STATUS OF THE LABOUR FORCE 1931-1960*

Civilian Non- Persons
Institutional Total Per Cent  Without
y Population Civilian of Labour Jobs and Unemploy-
(14 years of Labour  Participa- In Force in Seeking ment
Period age or over) Force tion Ratio Agriculture Agriculture Work Ratio
As at June 1 (000’s) (000’s) (000’s) (000’s)
7,116 4,151 58.3 1,216 29.3 481 11.6
7,240 4,211 58.2 1,237 29.4 741 17.6
7,366 4,275 58.0 1,257 29.4 826 19.3
7,491 4,338 57.9 1,277 29.4 631 14.5
7,621 4,402 57.8 1,298 29.5 625 14.2
7,748 4,466 57.6 1,319 29.5 571 12.8
7,870 4,526 57.5 1,339 29.6 411 9.1
7,997 4,588 57.4 1,359 29.6 522 11.4
8,122 4,649 B2 1,379 29.7 529 11.4
8,140 4,607 56.6 1,344 29.2 423 9.3
8,056 4,466 55.4 1,224 27.4 195 4.4
8,085 4,569 56.5 1,139 24.9 135 3.0
7,871 4,567 58.0 1,118 24.5 76 ) 55
7,920 4,548 57.4 1,136 25.0 63 1.4
8,048 4,520 56.2 1,144 25.3 73 1.6
8,768 4,862 55.5 1,271 26.1 124 2.6
i 8,993 4,954 55.1 1,172 2857 92 1.8
14 9,123 5,035 55.2 1,186 23.6 81 1.6
£ 9,254 5,092 55.0 1,114 21.9 101 2.0
9,610 5,198 5.1 1,066 20.5 142 2T
9,696 5,236 54.0 991 18.9 81 1.5
9,933 5,344 53.8 927 17.3 105 2.0
- 10,154 5,461 53.8 911 16.7 92 § B
) 10,384 5,557 53.5 906 16.3 189 3.4
F 10,589 5,666 63.5 880 15.5 159 2.8
; i 10,797 5,843 54.1 808 13.8 117 2.0
June 22, 1957.. 11,113 6,089 54.8 773 12.7 164 2.7
8 June 21, 1958.. 11,353 6,203 54.6 740 11.9 324 552
June 20, 1959.. 11, 554 6,287 54.4 731 11.6 234 3.7
h June 18, 1960. . 11,780 6,454 54.8 682 10.6 300 4.6
E
B * Bank of Canada Financial Supplements 1958 and 1959 and Statistical Summary, July 1960.
,
TABLE II

PERSONS WITHOUT JOBS AND SEEKING WORK

. (Annual Averages—Thousands of Persons)**

Persons
Without Jobs Total Civilian Per cent of
Year and Seeking Work Labour Force Labour Force
137 5,397 2.6
235 5,493 4.3
232 5,610 4.1
180 5,782 3.1
257 6,003 4.3
405 6,127 6.6
350 6,228 5.6
257 5,806 4.3
** Bank of Canada Statistical Summary, July 1960.
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Senator LEONARD: In the last column of the table “Status of the Labour
Force 1931-60” the unemployment ratio of 4. 6 is the ratio of persons without
jobs and seeking work, to what?

Mr. SHERIDAN: To the total civilian labour force.

Senator LEoNARD: That is 6,454,000.

Mr. SHERIDAN: That is right, as of June 18, 1960.

Senator LEoNARD: But by Table II you show the 1959 average as 5.6, which
is the same ratio but for a further year?

Mr. SHERIDAN: That is the annual average.

Senator LEONARD: The figure 5.6 is the annual average, and the other
figure is for a specific date?

Mr. SHERIDAN: A specific date.

Senator BURCHILL: Are these figures taken from the Bureau of Statistics?

Mr. SHERIDAN: In each case, the source is indicated: the Bank of Canada
Financial Supplements 1958 and 1959, and Statistical Summary, July 1960, are
indicated as sources for Table I; and for Table II, the source is Bank of Canada
Statistical Summary 1960.

TABLE III

PER CENT OF TOTAL LABOUR FORCE UNEMPLOYED, BY MONTH, 1957, 1958, 1959*
(in thousands)

Persons
Total Civilian Without Jobs
Survey Week Ending Labour Force and seeking work Per cent

V1 RN T L ORI Tl S S L RS 1 S 5,782 305 5.3
Feb. 16.... 5,771 326 5.6
Mar. 16.... 5,805 345 5.9
Apr. 20 5,837 308 5.3
May 18 S 5,970 196 3.3
Gae M . RN TR TN 5 6,089 164 i
% (01 L | IR e AT L5 B e 6,206 166 2.7
Aug. 24 6,223 176 2.8
Sept. 21 6,136 197 3.2
6 [t /8 1 NERRR e gt AR S e R 6,091 211 3.5
oW 16,35 71 sl s a st 5 b R S W Rl A e 6,075 296 4.9
9 57N U SO T e S EORR S S S e e 6,050 392 6.5
5,977 527 8.8

5,958 563 9.4

5,998 597 9.9

6,059 522 8.6

6,120 370 6.0

6,203 324 5.2

6,314 291 4.6

6,306 281 4.5

6,159 271 4.4

6,177 313 5.1

6,134 361 5.9

6,120 440 7.2

ROOBITAN. AT, . 1 i Ak sl R e G 6,076 538 8.9
F Fay 6,084 537 8.8
6,077 525 8.6

6,109 445 7.3

6,186 334 5.4

6,287 234 3.7

6,434 228 3.5

6,425 239 3.7

6,291 213 3.4

6,290 237 3.8

6,247 296 4.7

6,231 370 5.9

* Taken from ‘‘Bank of Canada Statistical Summary Financial Supplements”’ 1958 and 1959.
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The DEpuTYy CHAIRMAN: Go ahead, please.

Mr. SHERIDAN: Table I, however, shows only part of the picture. This
leads to the second question arising out of the statement of the essential prob-
lem. What is the extent and significance of the seasonal unemployment problem?
Table III shows the monthly breakdown of employment and unemployment
as against the total labour force, on a monthly basis for the years 1957, 1958
and 1959. From these figures it becomes immediately apparent that there
are wide swings in employment reflecting the seasonal nature of much of
Canada’s economic activity.

The Chamber recognizes seasonal unemployment in Canada as a prob-
lem meriting serious consideration and discussion involving as it does a re-
curring annual waste of manpower and frequently of productive capacity.
The solving of this problem is the responsibility of all groups in Canada.
On its part the Chamber has urged and continues to urge its corporation mem-
bers to plan their work, as far as practicable, to give employment during
any seasonal unemployment period and its organization members to co-
operate with local agencies in development of plans at the local level to
combat seasonal unemployment.

Because of climatic variations, more pronounced in some regions than
in others, it is probable that there will always be some dislocation of labour.
For example, tourist and woods operations are largely seasonal, shipping
is seriously affected in certain areas due to freeze-up, farming is a seasonal
occupation with demands for labour heavy in the harvesting season and
much reduced during the winter months and many others. At one time the
winter had an adverse effect on construction and while this is still the case
the swings and variations are levelling out considerably.

It might be pointed out here that planning with respect to unemployment
and particularly seasonal unemployment should have regard to both the short-
term problems and the long-term problems. Unless a clear distinction is
drawn between these two sets of problems there is the danger of applying
remedies which would serve only to perpetuate the difficulties which must
be overcome. If, through the temporary expedience of subsidized make-work
projects or governmental hand-outs, the mobility of labour is lessened or
the incentive of the individual and of business to seek or provide alternative
employment is weakened, then satisfactory solutions to these problems may
be delayed or even remain completely unsolved.

Growth:

The problems with which Canada is faced at the present time in the
area of employment are not unique. There is perhaps too little recognition
of the changes which have taken place and are taking place in the Canadian
economy as our population grows, as our skills increase, as technology im-
proves and as we progress towards economic maturity. The process of struc-
tural development has characterized all nations on the move. In Canada this
structural’ development has taken place in great spurts, particularly after
World Wars I and II. Table IV will demonstrate one aspect of this develop-
ment relating to manufacturing. This table shows employment in manufac-
turing industries since 1931, which figures I am sure are familiar to everyone
here.

From Tables I and IV we see the rapid shift which has been made in
terms of employment with respect to agriculture and manufacturing. To revert
to Table I, I am sure you will all be familiar with the drop in the labour
force in agriculture from even as late as 1940, of 29.2, to June 18, 1960, as 10.6;
whereas  in smanufacturing it has increased from 12.7 in 1931 to 21.1 for
1958, which is the latest figure we show. In 1931, 29 per cent of the labour
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TABLE IV
EMPLOYMENT IN MANUFACTURING INDUSTRIES SINCE 1931*

Total Labour Force

—_— Employees (June Surveys) Percentage
, (000’s)

L L e Bl - D LSS L < S e P r pib 528, 640 4,151 12.7
b et T PRI S RPN LB (7 e S 468,833 4,211 2 5 o
R I TN A e E e SR RS S, 468, 658 4,275 11.0
B o R i R e S s o TR .0 T8 & Cals ST e S 519,812 4,338 12.0
e e I SR st e o e e S S 556, 664 4,402 12.6
| T AR RE S L A IR B A e 594,359 4,466 13.3
ey B I e A NS R Sl R b A0 113, 660,451 4,526 14.6
Lo S e Pyl e e e s e, (o B L o S 642,016 4,588 14.0
e A R O BN PRIl s o 658,114 4,649 14.2
R e R NS DA TR S G DR ey D 762,244 4,607 16.5
LA S T SR e g L Ay o B e i 961,178 4,466 21.5
L D B R P LA SN R WS S R Rt & 1,152,091 4,569 25.2
§E L T R e R R G R A e AN T T 1,241,068 4,567 27.2
T T R e I R AR S s e 1,222,882 4,548 26.9
b L P A S I SERIE S o S W e B 1,119,372 4,520 24.8
1 e TR RO e W AR e e et 1,058,156 4,862 21.8
L B S N a0 TUIts Rysratbes (0 ot I 1,131,750 4,954 22.8
) L b o R NI B S R & o & i e s A 1,155,721 5,035 22.9
L e e R SR SR MRt PO £, i T o 1,171,207 5,092 23.0
L S RS R R el 1,183,297 5,198 22.8

5,236 24.0

5,335 24.1

5,380 24.7

5,413 23.4

5,537 23.4

5,664 23.9

6,089 22.3

6,120 21.1

* Taken from ‘‘ Canada Year Book”’, 1959 and General Review of Manufacturing Industries.

force was engaged in agriculture. This figure has dropped in 1960 to 10.6
per cent. In 1931, 12.7 per cent of the labour forces was engaged in manufactur-
ing whereas in 1958, 21.1 per cent was so engaged. Significantly 27.2 per cent
of the labour force was employed in manufacturing in 1943 but this had dropped
to 21.1 per cent in 1958.

Table V shows the percentage changes of the labour force in various
sectors of industry over the period 1949-1959. These are significant in relation
to the industrial divisions which are set out on the table which includes forestry,
mining, durable goods, non-durable goods, construction, transportation, public
utilities, trade—trade shows the greatest increase, using an index figure of
100 for 1949, having risen to 135.3 in 1959. The next item is finance, insurance
and real estate, which jumped from 100 to 153.2; and service, which is mainly
hotel, restaurant, dry cleaning plants, laundries, and business and recreational
service—which rose from 100 to 139.3.

Generally speaking an increase in the percentage of the labour force en-
gaged in service industries is an indication of a higher standard of living and
reflects to a considerable extent the catering to an increase in leisure time
on the part of the general public.

Productivity—Key to Prosperity:

While private enterprise is prepared to accept its responsibility for rais-
ing the levels of employment it must be recognized that employers themselves
do not create and maintain job opportunities. The consumer is the real creator
of job opportunities. The percentage of employment opportunities does not




= TABLE V
INDEX NUMBERS OF EMPLOYMENT (1949 = 100), CANADA, BY INDUSTRIAL DIVISIONS

Trans-

Forestry Non- % st g B [

Year and Industrial  (chiefly All Manu- Durable Durable  Construe- Commu- Utility and Real
month Composite logging) Mining Afactures Goods Goods tion nication  Operation Trade Estate Service*
Averages—

i1 U e IR A 100.0 100.0  + 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
L1 I e 101.5 100.8 105.5 100.9 100.9 100.9 102.4 99.9 101.3 103.2 105.4 101.0
D 1715 IR B 108.8 138.6 110.6 108.0 112.8 103.8 110.2 106.1 103.4 107.4 115.2 103.1
1982, - e 111.6 123.9 116.8 109.3 117.2 102.5 122.5 110.9 107.5 109.9 121.9 106.6
(15 e ok 113.1 98.3 110.8 113.0 123.5 103.9 118.1 111.2 112.4 113.1 122.4 108.8
1064 . et 109.9 96.3 110.4 107.3 114.2 101.4 110.6 109.0 116.1 114.8 128.0 ML
10887 - o s 112.9 102.9 113.7 109.8 117.4 103.2 115.0 110.8 119.2 118.7 132.1 115.0
i AR St 120.7 113.2 122.7 115.8 126.4 106.6 131.8 118.3 126.3 126.3 137.1 125.1
1) T S SN 122.6 99.3 127.2 115.8 125.3 107.6 135.7 120.4 133.6 131.8 145.0 131.9
1988, 5%t oo 117.9 75.9 123.5 109.8 114.8 105.6 126.2 115.5 137.6 131.6 149.3 135.1
1959.. ........ 119.7 78.9 123.4 111.1 115.5 107.3 130.3 114.3 138.7 135.3 153.2 139.3

INANAOTdAE ANV dIMOINVIA

* Mainly hotels, restaurants, laundries, dry cleaning plants and business and recreational service.
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expand necessarily in relation to increased production due to technological
changes and improved methods and techniques. Broadly speaking, however, it
can be said that expanding markets mean expanding job opportunities.

It can also be said that price is a major determining factor in consumer
acceptance of any product or service. There are three important factors we
wish to consider in relation to price. They are labour costs, taxes and profit.

Profit:

The earnings of business constitute the largest single source of investment
capital out of which grows increased productive capacity and additional job
opportunities. A few decades ago the productive efficiency of the North Amer-
ican economy and the continuing technological improvement in machines and
processes kept North American products at or below the prices at which the
less developed countries were able to produce similar products. Even though
labour costs were well below those of Canada and the United States, the
superiority of North American machines kept prices competitive in world
markets. There is strong evidence that today this superiority no longer exists.
Certainly it does not exist in certain lines of manufacture. In Europe and in
Asia modern factories using the latest and most up-to-date machinery are
producing goods equal in quality in every way with those produced on the
North American continent. In addition, these foreign producers are in a posi-
tion to use low-wage labour. The average Canadian consumer sees evidences
of this in many lines of consumer goods now appearing in Canadian retail
outlets. There are two apparent solutions to the problem which this presents.
The first is that as the standard of living rises in foreign countries labour costs
will also rise making the products therefore more competitive. That this is
necessarily a long-term solution is illustrated by Table VI

TABLE VI

WAGE RATES ABROAD ARE AT LEAST SIXTEEN YEARS BEHIND THE PRESENT
CANADIAN LEVEL

Time required to
equal Canada if
Avel‘%ge Hourly Average Annual Canadian rates

age in Rate of e et
Manufacturing Increase remain continue
—_ 1959 1953-59 unchanged to rise
($ Canadian) (percent) (years*)
United Biated. .. i i inr e e 2.13 3.9 n.a. n.a,
EOBNAOA. -, i v T e R 1.72 4.0 n.a. n.a.
United Kingdom. .. /. s idgodib i acisasie, .66 6.0 16 50
Wesl Germany . ;i . Tt s an i amil st os .54 6.8 18 44
e T R S WS Rl s e T D .38 - 7.8 20 42
BORIRT G o iis 5 v e b e Do L e S LM s 35 4.6 35 277
R T D B s 24 5.2 39 171

* Future advances based on 1953-59 experience.
Based on I.L.O., U.N. and D.B.8. Statistics.

The second solution is, however, the most important immediately. That
is, to keep as far ahead as possible in Canada with new products and with
more advanced machinery and know-how in order to produce at lower cost.
It is in this second area that the question of incentives becomes extremely
important. The Canadian producer must be encouraged by sufficient earnings
and incentives to invest in research, development and out-to-date machinery.
Table VII provides a picture of profits as a percentage of gross sales or revenue
for Canadian companies of all kinds during recent years. This table is derived
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from the Green Book of the Department of National Revenue, Taxation
Statistics, published annually from the year 1944, which was the first year
of publication, until 1958, which is the most recent in this taxation statistics
series. The table shows that out of every dollar of gross sales or revenue the
amount left as profits after taxes ranged from 3.7 in 1944 to a high of 5.1 in
1950, to a low of 2.8 in 1958—the only lower figure is for 1954, with a low of 2.7.

Table VII would seem to indicate that the margin of profit for Canadian
business is low in relation to company gross sales and revenue and, indeed, is
not adequate to do the job which is necessary to keep ahead in the competitive
race. ;

24204-0—2



TABLE VII-PROFITS TABLE

e M b i I 08 IO Db At *1944 1945 1950 1953 1954 1955 1956 1957 **1958
the Canadian Government had full information about

taxes, profits and income on this many companies

(ullytabulated) . Lot o s e 23,283 25,309 39,111 48,350 52,983 58,313 65,819 71,899 78,789
Of the companies above, this many operated at a

i 1 R SR e SR W, S IR i TERE e i (- L 4,534 5,244 11,059 14,378 17,284 17,155 17,169 20,917 23,656
(in thousands of dollars) *

The gross sales or revenue of all the above companies

T B YR e S N A e B Y g o DX 12,406,652 13,446,959 26,305,652 36,972,380 38,943,601 43,468,100 50,756,600 52,894,200 53,401,900
Profits for the year of all the above companies (before

taxas) axnounted 0. .l i i i i cs s ahotio 1,086,505 1,106,466 2,183,320 2,365,800 1,988,019 2,574,600 2,891,300 2,655,600 2,495,100
All these companies paid this amount of income tax

(includes Excess Profits Tax for the years 1944

and 1945 and Old Age Security Tax for 1953 and §

B ) e o e e it N e o g 633,016 641,722 732,647 1,102,870 933,394 1,125,800 1,263,700 1,077,000 985, 600
Current year profits of all these companies (after taxes)

Aoulibed Lo v DA IR L SRR i, 453,489 464,744 1,450,673 1,262,929 1,054,625 1,448,800 1,626,600 1,578,600 1,509,500

(in cents)

Out of every dollar of gross sales or revenue here is

what was left as profits after taxes................ 3.7 3.5 5.1 3.7 2.7 3.3 3.2 3.0 2.8

(What was left out of each dollar of gross sales or
revenue to pay the owners of the companies (share-
holt;ers) and to provide for expansion, new jobs,
ete.

* First year available.
** Last year available. )
Source—Department of National Revenue—Taxation Statistics.
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Labour Costs:

The most important factor in the cost of production by far is the cost of
labour involved. Too frequently in considering this question the only labour
factor calculated is that of the immediate labour cost in one particular plant
or factory. Overlooked entirely are all of the labour costs involved in the plant,
machinery, power, transportation, service, the extraction and processing of
raw materials and everything else used in the production of any product
including wholesaling and retailing. In the final analysis the total price of
any product is the sum of all the costs of labour, mental and physical, involved
in its production. Over and above these cost factors there are those peculiar
to Canada including our Northern climate, our vast geographical area and our
relatively sparse population.

The Canadian standard of living is greatly influenced by the standard of
living in the United States and while it is perfectly natural and laudable
to aspire to an equivalent standard of living with our neighbours to the South
the economic facts of life are that for manufactured goods at least with a
much more limited domestic market, Canada is unable to produce in the
quantities produced by similar manufacturers in the United States which means
that unit costs are, in many instances, higher than in that country.

Canada’s position with respect to wages and productivity in relation to
other countries is shown by the figures and diagrams which appear in Table VIIIL

This table shows the gap between wages and productivity is widening,
and that Canada is facing severe import competition, with Canadian wage
rates amongst the highest in the world.

Senator CrRoLL: Mr. Sheridan, do I understand that both of those tables are
based on I.L.O., U.N.,, and D.B.S. statistics?

Mr. SHERIDAN: Yes, sir.

On a per capita basis, Canadian wealth is about 25 percent less than
the per capita wealth of our neighbours to the South. This indicates a need
to exercise restraint for demands for increases in salaries and wages if we
are to be able to produce at costs which will allow us to be competitive in the
markets of the world. It is completely unrealistic to expect increases in wages
and salaries which are not accompanied by increases in productivity. This
does not mean to say that labour should be entitled to all of the fruits of higher
productivity which should be shared with the investor and the consumer. Over
the whole period of man’s historical life as a producer of wealth, “human
labour” (i.e. men engaged in purely mechanical work) is either a constant or
a diminishing source of productive power and a diminishing source of produc-
tive skill. The annual increase in productivity or output per man hour has
consistently represented a relatively increasing physical contribution by capital
instruments and a relatively decreasing physical contribution by workers to
the total products. Unless this essential fact is recognized and incentives pro-
vided for the retention of sufficient capital to keep pace with the investment
required in a rapidly changing and highly competitive world then we will find
ourselves falling behind instead of leading the way. This is not to say that
those who contribute to production as workers at all levels should not share in
the new wealth which is produced but there should be a recognition of the true
source of the new wealth and provision made for its continuance and growth.
As Ludwig Erhard, the architect of the so-called- German miracle and who
has had considerable practical experience.in this field, has frequently pointed
out “—wages and prices, in spite of all denials and tactical manoeuvres,
remain indissolubly linked” and he added “I tried to oppose all wage increases
which were not justified by progress in productivity”. This is a quotation from
Mr. Erhard’s book “Prosperity through Competition”.

24204-0—23
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TABLE VIII

THE GAP BETWEEN WAGES AND PRODUCTIVITY IS WIDENING

Percent Increase 1950-57

Wages Productivity
Canada 55 10-12
United States 41 17
United Kingdom 65 14
Germany 69 44
Japan 96 130

CANADA IS FACING SEVERE IMPORT COMPETITION

Canadian Wage Rates are Among and Wage Costs are Rising
the Highest in the World More Rapidly than Productivity
o 10 500 % inoreass 1950-57
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In the drive for higher productivity, which can produce benefits in the
form of higher wages and lower prices, it is clear that employer and employee
must work together in harmony and mutual trust. Both parties must recognize
that the success of the enterprise is of vital interest to both. Fresh approaches
must be made to this question with a view to developing a common identifica-
tion of interest. These challenges must be met if the larger economic pie, from
which all can gain sustenance, is to be produced. We should concern ourselves
less with the problem of division than with the problems of production and
productivity.

Taxation:

In 1937 taxes paid by Canadians to all levels of government amounted to
25.0 percent of the national income of less than $4 billion. In that year our
total tax bill amounted to $972 million. This percentage relationship didn’t
change very much in ’38 or ’39. In 1940 however, with the War getting under
way, our national income rose to more than $5 billion and our tax bill increased
to $1,402 million. In 1940 the percentage of taxes as against the net national
income was 27.7 percent.

During the War years our national income continued to grow from $63%
billion in 1941 to more than $9% billion in 1946. Our taxes continued to grow
accordingly. The percentage of taxes as against the national income jumped to
32.2 per cent in 1941 and then fluctuated up and down until it reached a peak
for the war years of 32.8 percent in 1946. Table IX shows the changes which
took place and the growth which developed in the national income as well as
in the tax take of the various governments. This table sets out the net national
income, the Government’s tax revenue at all levels, and tax revenue as a per-
centage of net national income.

TABLE IX

GOVERNMENT TAX REVENUE FOR ALL LEVELS OF GOVERNMENT*
(as percentage of net national income)

e Net National Government Tax Revenue as a Per cent

ncome Tax Revenue** of Net National Income
(millions) (millions)
e e A I et /3 Wi i 4,708 829 17.6
4,399 740 16.8
2,368 677 28.6
3,887 972 25.0
4,001 953 23.8
4,236 989 23.3
5,063 1,402 27.7
T4 TN O R R T & B ) 6,305 2,028 32.2
A TR R A W o e R e (E 8,008 2,446 30.2
B R iy ntes s s TN A AR 8,802 2,822 32.1
R S R A Ry O T L 9,583 2,975 31.0
9,665 2,839 29 .4
9,551 3,134 32.8
10,361 3,494 33.7
12,003 3,614 30.1
12,905 3,678 28.5
14,161 4,096 28.9
16, 588 5,435 32.8
18, 654 5,954 31.9
19,294 6,137 31.8
19,032 6,032 31.7
20,737 6,633 32.0
23,166 & 32.4
23,860 7,879 33.0
24,702 7,758 31.4
26, 281 8,740 33.2

* National A(:.count,s, Income and Expenditure, 1926-56, 1959, D.B.S.
** Includes Employer and Employee contributions to social insurance and government pension funds.
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What are some of the conclusions that can be drawn from these figures?
In the first place, one is impressed by the fact that today, during a period of
relative prosperity, Canadians are paying a tax bill larger than that which
was paid during the years of World War II when wé were fighting for our very
survival. When one considers that a sizeable part of this increase is due to
so-called social welfare payments, one is entitled to ask whether a more
prosperous people are not in a better position to care for their own welfare
needs than they were before becoming so prosperous. Another aspect of the
problem which is presented is that our government expenditures are not geared
to our national income. Practically all of the expenditures of government
are fixed commitments which must be paid whether we are prosperous or
whether we are poor. While it is true that the volume of taxation will vary
with the national income, government commitments must still be paid, and if
they cannot be paid out of taxation then our governments must borrow. Be-
cause we have to finance our borrowing our condition therefore becomes in-
creasingly worse. Should anything happen to halt or even slow down the
upward thrust of our economic progress, we shall and indeed do feel the pinch
at once and the high rates of taxation will have an immediate and powerful
tendency to throw our upward spiral into reverse.

The Chamber is firmly of the opinion that the burden of taxation is too
onerous in Canada, that personal and corporate income tax rates discourage
initiative, and that sales and similar taxes add appreciably to the costs of
domestic producers and consumers. The current high tax structure is mainly
the direct result of expanded government expenditures. Even though some of
these are capitalized they must sooner or later be paid for out of tax revenues.
Accordingly, to bring about tax reductions, governmental policy should be
directed to the reduction of expenditures with a critical review of social and
welfare payments to determine how these costs can be contained.

The Chamber believes that greater attention should be given to containing
the aggregate spending of all levels of government. The Chamber is particularly
concerned that government expenditures in recent years have been increasing,
and with present trends appear likely to increase faster than the expansion
of the private area of the economy. In its opinion, such developments are
fundamentally harmful and will, unless checked, inhibit the healthful growth
of the Canadian economy. Close and continued surveillance is necessary in the
opinion of the Chamber to ensure economic and efficient government administra-
tion. The functions of government, especially those of defence, also require
frequent and critical review both inside and outside Parliament. In this connec-
tion the Chamber welcomes the establishment of the Glassco Commission.

The Chamber is of the opinion that re-examination of the entire tax struc-
ture in Canada is timely. It believes that such a study should include an
assessment of federal-provincial tax areas including the tax ﬁelds and revenue
requirements of local governments.

What has been said does not mean that the Chamber does not recognize
the great and growing need for tax revenue to provide those services really
required for a great and growing country. It does believe, however, that lower
tax rates can, in an expanding economy, produce equal or greater revenue.
In the highly competitive world in which we live today additional burdens
on the cost of production leave Canadian business in a non-competitive position.

Immigration: -

As mentioned earlier, the most important factor in the development of
job opportunities is to find adequate markets for Canadian production. The
most stable market is, of course, the domestic market and therefore considera-
tion should be given to increasing the domestic market in an orderly way and
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with long-range plans. The Chamber believes that a consistent and aggressive
immigration policy is vital to the best interests of Canada to advance our
economic well-being and to lower production costs through expanding markets;
that a steady flow of selected immigrants aids in building up the home market,
improves the overall standard of living, meets the need for more trained workers
and contributes to the development of our natural resources and rapidly growing
industrial economy.

The Chamber believes that Canada’s machinery of government, as well as
our tranportation system, is capable of servicing an increased population and
that increased population is necessary to an economical and efficient govern-
mental administration and transportation system.

Because the great majority of our immigrants are today more than self-
supporting and because it has been estimated the average new family arriving
in Canada is worth to the economy of our country well in excess of $3,000
annually from the time of arrival—substantially expended in accommodation,
food, fuel and services—the Chamber believes that immigration stimulates
rather than detracts from employment.

Education and Training:

As the economy moves from an agricultural and rural economy to an
urban and highly industrialized economy increasing emphasis must be placed
on education and training in special skills. Evidence seems to point to the
fact that by far the larger number of unemployed fall in the brackets of
unskilled and untrained workers. Table X shows the Labour Force and Unem-
ployed for the first six months of 1960, according to age classification. In July
1960 there was a larger percentage of unemployed in the 14-24 age group
than in any other.

TABLE X

PER CENT EMPLOYED AND UNEMPLOYED BY AGE CLASSIFICATION,
JANUARY-JULY, 1960*

(estimates in thousands)

14-19 years 20-24 years 14-24 years
% in Labour % % in Labour % % in Labour %
Week Ended Force Unemployed Force Unemployed Forece Unemployed

o | R 9.3 17.7 12.6 16.8 21.9 - 34.5
Feb. 20...... 3 9.1 17.7 12.7 17.1 21.8 34.8
L8 S AN e e 9.0 16.1 12.6 17.8 21.6 33.9
P8 R R 9.1 16.8 12.5 17.4 21.0 34.2
Mlt)ly O o WS 9.2 17.5 12.7 17.0 21.9 34.5
T 1 T R R A 9.6 22.7 « 12.8 17.3 22.4 40.0
H T S 12.3 28.0 12.5 15.4 24.8 43.4

25-44 years 45-64 years 65 years and over

% in Labour % % in Labour % % in Labour %
Week Ended Force Unemployed Force Unemployed Force Unemployed

R | AR e 46.5 39.3 28.2 24.2 3.4 2.0
Bebo0uss. a 46.3 39.4 28.5 23.6 3.4 2.2
1 UV DR 46.4 39.8 28.6 24.0 3.4 2.3
BRI 5 il 46.2 40.2 28.6 . 23.8 3.6 1.8
1S RN R SR 46.0 39.8 28.5 23.8 3.6 1.9
T L R R 45.8 35.0 28.2 23.3 3.8 17
S o G 44.3 33.8 27.5 20.9 3.4 1.9

* Taken from ‘“The Labour Force’’, D.B.S., for the respective periods.
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The Chamber regards automation as part of the continuing industrial
evolution and recognizes that failure to harness its advantages to improve
productivity would prove fatal to the competitive position of many Canadian
industries, with corresponding damage to our hopes of an improving standard
of living. The pace of automation will vary from industry to industry and
from plant to plant and the Chamber believes that consideration should be
given by management to suitable planning to effect changes smoothly. The
increasing importance of education designed to meet the need for different
skills and more engineers and technicians should receive constant attention.

It is perhaps in the area of training that governments can make an
effective contribution to up-grading the Canadian labour force and thereby
adding to our national ability to compete through co-operation with private
enterprise.

Summary and Conclusions:

1. What has happened and what is happening to the economy of Canada
is not unique. The rapid changes which are taking place in Europe, Asia and
the less developed countries have caused and will continue to cause repercus-
sions which will be felt in all parts of the world. Great and rapid technological
changes are affecting and will continue to affect the productive abiilty of
a great many countries which had heretofore looked to the highly industrialized
economies for things which they can now produce economically and efficiently.

2. The Canadian economy has made rapid advances industrially and the
nature of our economy has changed considerably within a very short period
of time. The resulting dislocations have come about in spurts rather than as
a slow and steady growth and each spurt is followed by a slowdown which
means a temporary lag in the economy.

3. In planning for higher levels of employment long-term goals as well
as short-term expedients should be kept in mind. Figures with respect to unem-
ployment should be looked at on an annual rather than on a monthly basis
and in relation to the experience of previous years. Some short-term
expedients or make-work projects, may serve only to perpetuate the difficulties
they are designed to solve.

4. Measures taken to increase employment should have regard to their
long-term effect on the mobility of labour and the incentive of the individual
and of business generally to provide soundly based solutions.

5. The basic principles underlying the economic system of private com-
petitive enterprise must not be violated and private business must be provided
with the freedom and incentive necessary to exercise their fullest influence
in a highly competitive world. Business must be encouraged to expand its
markets both at home and abroad through vigorous sales approaches and must
be freed of burdens of high costs and governmental regulations. Productivity
increases provide the long-term solution to our economic problems.

6. Governmental subsidies and support for those sections of the economy
which are finding difficulty in finding or maintaining markets do not provide
a permanent solution. Many of these governmental hand-outs are based on
purely political grounds. So long as it is made profitable to produce wheat,
butter or anything else in excess of domestic or world demands and so long
as it is profitable to remain idle, efforts to improve the economic picture will
be fruitless.

7. Consideration must be given to an aggressive and long-term immigra-

tion policy with a view -to building up a greater domestic market for our

growing industrial machine.
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Recommendations:

The Chamber notes with approval and interest that the Government is
planning a number of measures aimed at encouraging economic growth and
designed to solve some of the problems which have developed in relation to
the fuller utilization of the Canadian labour force. Such measures include a
larger program of assistance to municipalities for winter works projects; a
correction or prevention of the pollution of Canada’s water supplies; the estab-
lishment of a Productivity Council comprising representatives of business,
labour, agriculture and others; the authorization of government guarantees
for bank loans to small businesses; the extension of assistance to provincial
governments for vocational training; amendments to the Unemployment Insur-
ance Act to safeguard the basic purpose of the Act, to strengthen the Fund
and to correct abuses; programs of rural rehabilitation and development;
modernization of the Customs Tariff; the encouragement of greater participa-
tion by Canadians in the ownership and control of industry and resources in
Canada and the steps taken to provide Canadian exporters with longer term
credit facilities. The Chamber has advocated a number of these steps in the
past and will examine with interest the relevant legislation. The Chamber
believes that the businesslike approach to the problems and the vigor with
which they are being attacked augurs well for their speedy solution.

In addition to what has been proposed and is being done the Chamber
recommends the follewing action:

1. A complete revision of the tax structure is necessary at the present
time. Such a revision should provide incentive for private business to increase
employment and should recognize the spending requirements on capital account
of other levels of government. Specifically the Chamber recommends with
respect to taxation—

(a) Income tax splitting for married persons. This would ease the tax
burdén on families and effectively reduce the present marginal tax
rates for most taxpayers.

(b) Accelerated depreciation should be allowed against capital costs of
construction put in place during winter months on a basis of the
cost of completion certificates that are commonly used for progress
payments. The cost of equipment installed during these periods should
also be included, provided it was of Canadian origin.

(c).Reduce corporation tax rates substantially. Although it is recognized
that the consumer may not benefit by the full amount of the tax
reduction in all cases, it would be of material assistance to the com-
petitive position of Canadian business and would increase the over-all
level of business activity.

(d) Permit a tax bonus for money spent on research, engineering and
design. For example, for every $10,000 spent for these purposes allow
a deduction of $15,000 before taxes. In addition to the foregoing,
remove the current limitations on amount in the Income Tax Act on
expenditures for scientific research. The need for Canadian industries
to remain competitive in these days of bold innovation is imperative.

(e) In the interests of tax equity and recovery of tax loss the Chamber
reiterates its belief in the principle of equitable taxation of all busi-
ness enterprises. It is believed that present taxation policy with
respect to co-operatives is inequitable.
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2. Facilities in training of unskilled workers, particularly those in the
14-24 age brackets, should be expanded. Business, government and labour
should co-operate in this work.

3. Government expenditure to stimulate employment and to give imme-
diate relief to the economy should be on selected non-recurring projects, giv-
ing priority to areas where there is an unusually high incidence of
unemployment and also giving priority to projects that would contribute to
increased productive efficiency in the future.

4. Explore what action could be taken to reduce the high exchange value
of the Canadian dollar. It is recognized that there are important practical limits
to what the government can do in this respect, nevertheless it feels that every
effort should be made to find ways to overcome these limitations and bringing
a significant reduction in the rate.

5. The purchase of Canadian goods should be encouraged wherever prac-
ticable. To this end labour, government and business should exercise all the
means at their disposal to publicize the importance of such action on the part
of Canadian consumers.

6. Canadian contributions in support of a common military deterrent should
be directed towards strengthening the Canadian economy.

7. There should be recognition of the importance of secondary industry
in Canada as a major employer and consideration given through the exercise
of fiscal policy to increase incentive for Canadians to develop new industry
and expand existing industry. The manufacturing and processing of Canada’s
raw materials into finished products promotes job opportunities, economic
stability and national self-sufficiency.

Select those items now imported which Canadian industry can produce
and provide an incentive to their manufacture in Canada through new plant
or additions to existing plant. A combination of accelerated depreciation and
a tax reduction for a specified amount, these concessions to be operative for
a specified number of years (say 10 years).

8. The National Housing Act should be amended to provide for N.H.A.
loans for the purchase of older houses.

9. The cost-price spiral should be resisted. Management and labour should
both recognize that the success of the enterprise is of vital interest to both.
An identification of interest of the parties to maintain and extend Canada’s com-
petitive position must be recognized. g

10. Take aggressive action to ensure a greater and more continuous flow of
desirable immigrants.

11. Business itself must be encouraged to seek new outlets for goods and
services and to develop new products and new techniques. Businessmen must
be stimulated towards greater aggressiveness in selling their products at home
and abroad.

The DEpuTY CHAIRMAN: Thank you, Mr. Sheridan. Now Mr. Sheridan, or
others with him today, are ready to receive any questions. I suppose each one
has his own particular field, and I am sure Mr. Hynes can direct the question
to the most appropriate channel. I think Senator Wall indicated that he had a
question to ask.

Senator WaLL: Of course, there are a lot of questions one may ask, but
I was wondering, and I am referring now to Table 7, if there is any other
reasonable index or relationship besides the one in relation to gross sales, such
as the index of the level of profits. I realize there is validity in relating the
amount of profit to gross sales, but certainly there must be other bases to which
profits can be related, perhaps investments or something, to get a more com-
prehensive picture than exists in this paper.
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Mr. HyNES: The important thing is, when you are considering how much
you are going to spend for something, what are you going to get in return;
and the relation of profits to investment would be a very interesting one. It
is not here. We have not the figures available at the time. I have seen some
figures, but they did not fit with this, and they show a more disturbing trend,
in fact. You will find that the figures drop from somewhere in the area of
I think around 8 in the immediate post war period, but around 3 in Canadian
manufacture at the present time.

Senator WALL: Would the investment also include retained earnings?
Mr. HynNES: Yes.
Senator WALL: It would be very interesting to us to know.

Mr. HynEs: I think those figures can be obtained. Mr. Sheridan I want to
add to the very pertinent question, “why did this appear in this form?” This
table was not prepared initially for this presentation; it appeared in the News
Letter of the Canadian Chamber of Commerce, which I think all honourable
senators received; 30,000 of them were distributed, and it was judged that the
figures as presented would have more impact on the Canadian consumer, being
related to the price of goods and the dollars he (the consumer) spends.

Senator CrRoLL: I have two questions. First, I noticed in the brief that you
made no mention of interest at all as affecting the rate of interest. There is a
controversy in the country at the present time, and I thought it might be use-
ful to us to have some views on the matter. I noticed its omission. Would any-
one care to speak to it? Then I have another question after that.

Mr. Hynes: I will ask Mr. McLeod to speak to that.

Mr. McLeop: That is a very good question, and one on which I must say
frankly not all economists are quite in agreement. I think for this purpose
the immediate consideration is that of the effect the rate of interest has on
business decisions. Certainly it does have an important effect, though it
would seem that its influence takes a relatively long time to be felt. What is
probably much more important for the immediate problem is to note that
the interest rate structure applies fairly equally to all forms of business. That
is, if you are in a particular line of manufacturing and your costs are higher
than those of your competitors for some reason or other, this of course is
very serious for you; but if your competitors have to pay more or less the
same costs as you do, well, this does not hit you so badly. This is more or less
the case with interest rates; business as a whole pays essentially the same in-
terest cost and therefore there is not a differential effect. Certainly one could
not deny that the rate itself has some influence but the immediate effect is
probably less than some of the.more extreme statements would indicate.

Senator CroLL: Mr. McLeod, I am not an economist, and you know that.
This is the thinking that is running through my mind, that if the interest rate is
low, fixed for whatever -purpose, and say by the Bank of Canada, that will dis-
courage money from the United States or elsewhere and that will have the
effect of reducing the problem concerning our money, and that in turn will
have the effect of both accelerating exports and improving imports. That is
my view. Would you care to comment on that?

Mr. McLeop: I think, Mr. Chairman, this again raises the question of a
comparison of rates of interest rather than their absolute level. If interest
rates are relatively high in Canada compared to markets abroad, particularly
the United States, this does have an effect on capital mevements and on
other factors that can affect the value of the Canadian dollar; and I think
it is particularly true with Canada’s floating exchange rate that a change
in the exchange rate may take up the apparent difference in interest rates.
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Experience suggests that we do need in Canada a somewhat higher rate of
interest than in foreign capital markets in the world generally, especially
while we are depending on foreign capital to supplement our domestic sav-
ings in financing our domestic investment program. It is pretty hard to arrive
at a precise figure, but I think that most economists would agree that this
differential is important in these capital flows and in the effect on the ex-
change rate.

Senator CroLL: Will you please look at the paragraph entitled ‘“Recom-
mendations”, at recommendation No. 4, and tell me what you had in mind
when you put that paragraph in.

Mr. McLeop: Well, Mr. Chairman, this is a pretty big subject, and again
I think it is one of those points where economists are far from being in
agreement, especially when it comes down to fine points of detail.

The official position that has been maintained by the Canadian authorities
and various governments over the past ten years has essentially been that
they were unable or unwilling to influence the exchange rate because it is
very costly to do so, and the arguments they have put forward in this re-
spect are certainly important and cannot be discounted. I think any unbiased
view would recognize that it is not an easy thing to affect the exchange rate;
and there are additional factors in the possibility that we might incite retali-
ation from other countries if we appeared to be merely tinkering with the
rate to our own advantage. Those are the sort of competitive exchange-rate
policies that got the world into a lot of trouble in the 1930’s, or failed to
solve some problems that it was hoped they would solve, and we don’t want to
see that start again.

These aspects I think certainly must be recognized. Nevertheless, there
is a considerable body of opinion that feels that the Canadian dollar is in
faclt over-valued at the present time. Now, we generally assume that a free
market is supposed to set a fair value on any commodity, and one of the
justifications of the present arrangement is that it is supposed to let the
market decide what the rate should be.

Then how is it that so many people have come to the conclusion that
the exchange rate is over-valued? This is one of the difficult questions. The
only suggestion I would like to make here in this connection is that, after
all, psychology is important in every market, whether it is the stock market
or the commodity market or the exchange market, and what people think
is going to happen can be as important as more factual matters.

I would suggest as a personal opinion that expectations can be an
important factor in a market such as this, and can be a continuing factor
if the facts are not sufficiently contrary to make it very clear that these
expectations are wrong. Therefore you can have, I submit, a continuing
divergence of the actual rate from what might be thought to be a fair value
even in a supposedluy free market.

Senator ROEBUCK: Mr. McLeod, it has been suggested to us that by
increasing the money supply we would reduce the value of the Canadian
dollar in relation to foreign exchange. What do you think of that?

Mr. McLeop: I think it could have this effect, within a certain range
at least, though subject to other dangers that might make the thing turn
perverse on you because you again get into this factor of expectations. I
certainly think that the level of the money supply is related to the rate
of interest, and you would normally expect that by increasing the money
supply you could bring some reduction in the rate of interest. I think this
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might be effective in the present circumstances at least to the extent of eli-
minating any excessive -differential of Canadian interest rates over interest
rates in foreign markets.

However, I think it is particularly important to recognize nowadays,
with the increasing effective convertibility of currencies in the major financal
markets, that interest rates tend to equalize throughout the world, and there
are therefore limits to the extent to which you can go in this respect. That
would be the one limit with respect to interest rates.

A second limit would be—and again it is a psychological one—that there
would be a considerable danger that an attempt to increase the money supply
at this juncture might scare people, perhaps unjustifiably, and might bring
a perverse reaction and an actual increase in interest rates. Perhaps from
the experience of the last few years people are beginning to feel that the
eventual effects of actions like this might be quite different from the imme-
diate effects. Therefore, with the uncertainties we already see in bond markets,
I think any action of this kind—and I certainly would not mean to speak
against it—any action of this kind would have to be undertaken rather
carefully to make sure it would not have the opposite effects to what was
wanted.

The DEpUTY CHAIRMAN: Are there any other questions on this point?

Senator CroLL: Mr. Chairman, Mr. McLeod said that the possibility of
carrying out some method of reducing the value of our dollar would be
expensive. I gather he was in the Department of Finance at the time. I
do not know whether others know it but I do not: What are the mechanics
of doing it? Will you just go through the mechanics? What do you mean
by being expensive? I have no conception of how this is to be done.

Mr. McLeop: I would have to say immediately that I was not in the
Department of Finance at this time. I left at the end of the war.

Senator CroLL: But you did it during the war, didn’t you?

Mr. McLeop: No, the exchange rate was held fixed by law during that
time.

Senator CroLL: Would you just give us an idea of what it entails?

Mr. McLeop: To summarize the official explanation: the argument is
essentially that in order to maintain a lower exchange value for the Canadian
dollar the authorities would have had to continue to increase their holdings
of gold and foreign exchange, purchase foreign exchange as it was offered on
the market, and hold the price down in that way, whether to hold a fixed
price or even just to hold a fluctuating price but a lower one than has in fact
obtained, and this money would have to be raised by either borrowing in the
Canadian market or by taxation. This is the official explanation of why it
would be expensive to do this.

Senator CAMERON: ‘Would it be a correct interpretation of your view to
say that your statement is opposed to the statement of the Bank of Montreal
last week recommending increasing the money supply?

Mr. McLeop: I think this is a difference of degree rather than of kind.
I think everybody would recognize that the extent to which this could be
done is a matter of judgment, and opinions may honestly differ on the amount
of expansion that could be undertaken and perhaps on related matters.

Senator BRUNT: There has been quite an increase in the money supply
since April last, has there not? ;

Mr. McLEop: Yes, and even more pronouncedly since the end of
September. ’
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Senator BRUNT: Yes, but I was thinking back to the beginning of this
present Government fiscal year. There has been quite an increase since that
time?

Mr. McLeop: Yes, sir.

Senator BRUNT: What are the limitations now on the amount that can
be spent for research?

The DEpuTY CHAIRMAN: Before we go into that, are there any other
questions on this line?

Senator ROEBUCK: It has been suggested here that the differential in the
rate of exchange or higher value of our dollar has been the result of American
investment in Canadian enterprise, that is to say people who intend to invest
in Canadian enterprise buy Canadian in New York, and it is a mere matter
of supply and demand. A person in the United States wishing to say improve
or purchase a factory or do business in Canada buys Canadian with which
to carry out his enterprise in Canada, and that demand for Canadian, especially
in New York, has been greater relatively than the supply and therefore the
price of Canadian has advanced. It seems reasonable to me and I am not
an expert in this. What do you say to that? By the way, the ceasing of such
investment would result in a decrease in Canadian exchange rates.

Mr. McLeop: Well, Mr. Chairman, this is again the explanation that has
been put forward on a number of occasions by various sources, official and
unofficial. I think it is important to say this, in addition, that while this is
certainly at least the immediate effect, there are indirect factors in the
operation of the economy and the balance of payments which would normally
be expected to offset it. That is, specifically, if you have an import of capital
to finance expenditures within Canada that are beyond Canadian- capacity—
which is really the basic justification for the substantial capital inflow we have
had, although not perhaps the only explanation—then there must also be an
increase in purchases from within Canada of goods and services from outside,
because it is only in the form of goods and services that capital can really
come into this country. !

Senator ROEBUCK: Quite right.

Mr. McLeop: One would expect that in the long run these influences
would work themselves out. I therefore question whether the capital inflow
can, in fact, explain the continuing premium on the Canadian dollar.

Mr. HyYNES: Perhaps I might make a comment on Senator Roebuck’s
point. I think there has been quite a change in the last year and a half in
the character of this U.S. money that is coming into Canada. There were
for some time, from the end of the war, new U.S. dollars coming in, for the
purpose of investment. There were some things we wanted.to do, like the
natural resources developments based on our oil and gas of the Alberta area,
the iron ore of Quebec and the uranium of Ontario. We wanted that money,
but it did come in as U.S. ownership. That has been done in large measure.
In recent months it has been municipalities borrowing in the U.S. market.
This is a very different kind of import of capital. This is a problem, and I
think it takes us back to one of the more basic problems in Canada, which
is that we are all trying to be a little smarter than the other fellow—that
there are too many Bay Street miners.

Senator ROEBUCK: You cannot beat smart Americans.

Mr. Hynes: This is a problem that faces our country: it is gambling by
people in public office with public funds. The municipalities are borrowing
outside the country, and I think it is a disgrace. It is this gambling in exchange
which is causing the imbalance in the exchange rate. We are creating our
difficulties ourselves, through our inability or unwillingness to control our
own actions. -
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Senator BRUNT: First of all I would like to know what the present rates
of tax allowance for research are; and then I will have another question to
ask.

Mr. HynNEs: You are allowed up to 5 per cent of your expenses to be
deducted.

Senator BRUNT: Do you think what you have recommended would be
effective in having foreign corporations do research work in Canada rather
than at their head office?

Mr. HynEs: I believe this would take some time to determine. In my own
corporation, we spend quite a lot of money in research in Canada, somewhere
in the order of $4 million a year. We have steadily increased that over the
past few years. One of the more difficult things would be to determine what
would be “research’”, because all sorts of people define it in different ways.
This is one of the reasons why this will be difficult, because the Department
of National Revenue will not be able to define it.

It has been found that research can be done effectively only on a relatively
large scale; it has to be fairly big or it is no good. I would be prepared—if it
was not for the concern of those like Senator Croll for small businessmen—
to say this should be applied to research expenditures of at least half a million
dollars a year. We have good Canadian brains and good Canadian universities,
but we do not have the opportunity to use them in Canada. The French, the
Americans, the British or Germans are not going out of their way to make
opportunities for Canadians in Canada. If we provided incentives to undertake
research in this country maybe we could become a country like Switzerland,
but we, by lack of incentives, are driving our brains into the U.S.A.

Senator BRUNT: I have one other question I wanted to ask. A certain
country in Europe has a taxation structure whereby the corporation taxes
which you paid last year you take off as an operating expense this year.
Would you care to comment on that system?

Mr. Hynes: That is a good idea.

Senator BRUNT: No doubt it was very effective because I think they have
a corporation tax of 20 per cent on the business they do in the overseas
market.

Mr. HYNES: There is a number of these things which I think are very
important. An organization like the Canadian Chamber of Commerce tries
to operate as a democratic organization and there are 850 boards belonging
to it, and they bring proposals to the annual meeting, like the one in Calgary
in October. Since then some of my colleagues in the organization have been
members of the mission to the common market sponsored by the Department
of Trade and Commerce. They have come back with more detailed informa-
tion. We are still looking into some of this. We would certainly recommend
the Government should make a thorough examination of what is being done
by European countries:

If you think of that a bit, the common market countries are apparently
relieving the export of the taxation on profits applicable to the exported
goods. That, in fact, means that the goods coming into Canada from the
common market countries have not paid any corporate taxation or are not
carrying any social security tax. So, a pair of shoes made in Germany is on
the counter in Quebec City in competition with a pair of shoes made in Quebec
City, without having a similar levy against social security in its own country.
This is possibly unfair competition against the Quebec City worker making
shoes.

Senator: CONNOLLY (Ottawa-West): It also seems to violate section 36
of the Customs Act. :
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Mr. HyNEs: In that connection, the Department of National Revenue does
not seem to care about that. I have a letter right here written last week on
that point. We have the ruling of the Tariff Board in 1955 to that effect, but
that Canadian manufactured products should be dutiable at 25% but the
Department is still assessing them at 159%.

The point I am getting at is I think we may have to do it in a different
way. We must recognize this is going to go on, and our customs acts are not
necessarily the right way to answer this problem. Should we not put our
people in the export market in a comparable position?

Senator ConNNoLLYy (Ottawa West): You have to do it under the GATT
treaty.

Mr. HynEs: If you play around with your Customs Act you are, but not
on this other basis.

The DEpUTY CHAIRMAN: Are we through with this particular phase?

Senator MacpoNALD (Cape Breton): I wonder if one of these gentlemen
would care to comment on this? On page 28, summary No. 6 you mention:

Governmental subsidies and support for those sections of the economy
which are finding difficulty in finding or maintaining markets do not
provide a permanent solution. Many of these governmental hand-outs
are based on purely political grounds. So long as it is made profitable to
produce wheat, butter or anything else in excess of domestic or world
demands and so long as it is profitable to remain idle, efforts to improve
the economic picture will be fruitless.

On the one hand you are calling governmental subsidies and support
“hand-outs”, and on the other hand you are calling your recommendations
for the assistance of business ‘“incentives” to provide employment. Therefore,
would you say that nothing should be produced in excess of what you figure
you can sell in a given year?

Mr. HyNEs: What we are concerned with is the efficient use of our resources,
whether it be material or manpower; and to use a resource and put it in a form
in which it has no use is a waste. This is the real concern. We sometimes have
a short-term opportunity and a long-term waste.

May we refer to Mr. Justice Rand’s report on the coal mining industry?

Senator MacpoNALD (Cape Breton): I had that in mind,

Mr. Hynes: We also have the $1 million subsidy at the present time on
Fernie B.C. coal being exported to Japan. This provides employment, but it is an
inefficient method of producing B.T.U.’S. Possibly our concern in this country
is that we are too slow to react to changing conditions. I think there is a
case to be made for this type of thing when it is moving in a direction that
we can live with it on a proper productive basis. It seems to me that this
is what Mr. Justice Rand was concerned with, that we should not keep on
paying ad infinitum when the situation is not being corrected. If we get too
many people on the breadline, it then becomes a question of there not being
enough people paying taxes to care for the people on the breadline. However,
there are always going to be some on the breadline.

Snator MACDONALD (Cape Breton): You say in paragraph 6 of your
summary:

So long as it is made profitable to produce wheat, butter or any-
thing else in excess of domestic or world demands and so long as it is
profitable to remain.idle, efforts to improve the economic picture will
be fruitless.
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Mr. HyNES: Let me say, Senator Macdonald, at a meeting with the Prime
Minister and his colleagues, Mr. O’Brien of the Fisheries Council said that the
fisheries people were living on the unemployment insurance.

The DeEpuTy CHAIRMAN: Was that statement published?

Mr. HynEs: It was a private statement made by Mr. O’Brien at a meeting
in the room below where we are now sitting.

Senator MAcDONALD (Cape Breton): Just to carry the thought through,
would you advocate that the so-called political handouts be cut off? In the
case for instance of the coal mining industry of Nova Scotia would you say
we should stop that subsidy, or subvention—call it what you will—of I think
$15 million a year and let those men remain idle? Are they not consumers
too, and are not consumers necessary to build up business?

Mr. HynEs: But do we not have to think of it in these terms: How can
we as a nation best look after these problems as they arise? Remember, they
do not apply only to coal mining, but also to gold mining, to uranium mining,
and perhaps to wheat farming.

Senator MacpoNALD (Cape Breton): Pardon me. Are you advocating some
kind of state-controlled economy?

Mr. HyNEs: No, I am not. What I am concerned with is that we send
people into areas where they can be productive, that they produce what is
needed and do so on an efficient and productive basis.

In a growing country such as Canada we will always have a changing
character of available work; and if we try to build in certain things which
are no longer productive by reason of changing conditions, we may be attempt-
ing something we cannot afford. This is our problem, and that is what Mr.
Justice Rand put in his report: there is a time in which we can correct the
situation.

The DEpUTY CHAIRMAN: Mr. Hynes, on the same subject, you would not
correct a policy which provides an incentive that costs the taxpayer money
to correct a situation such as now exists in the Cape Breton coal fields, if it
were part of a permanent solution?

Mr. HynNEs: Correct. For instance, we have had some big subsidies on gold
mining operations, because there were thriving cities in those areas throughout
the thirties, and a lot of employment was provided. The question is, how long
should we go on subsidizing production on gold? How long should we sub-
sidize the high cost of B.T.U.’s when the Russians are not subsidizing the high
cost of B.T.U.’s?

Senattr CroLL: As I remember, it costs something like $14 million to sub-
sidize the gold miners. The Government considered it on the basis of an in-
vestment of $14 million which brought employment to a large number of
people over the past six, seven, or eight years, because had they been unem-
ployed the cost would have been much higher. On that basis is the subsidy
not good judgment and justifiable?

Mr. HynEs: Senator Croll, I am not saying that we should cancel sub-
sidies on gold mining. I am asking, how long should we continue it as a tran-
sition? I am saying, perhaps those Canadians who are producing gold under
subsidy of $14 million should be producing some other item on which there
is a tax,revenue of $14 million.

Senator CrOLL: But gradually these people in the gold mining industry
will move themselves out of it; they appreciate there is not much future in
it for them. As they move out to other industries, the subs1dy is of no great
consequence at all.

Mr. Hynes: I think you and I are in entire agreement as long as the
subsidies are sarranged so that they will help us gradually to get over the
difficult period. What we are concerned with is the fact that many of these
things become permanent.

24204-0—3
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Hon. Mr. MacpoNALD (Cape Breton): Would you care to comment, Mr.
Hynes, on the sentence: “Many of these governmental hand-outs are based on
purely political grounds”? Would you care to say what hand-outs were based
on political grounds?

Mr. Hynes: I don’t know. Do you want to talk about the $42 million to the
wheat farmers? Do you want to talk about the $1 million to the Fernie coal
miners? Do you want to talk about the unemployment insurance to the fisher-
men? Do you want to talk about subsidies on freight rates from Nova Scotia
to the Montreal area?

Senator MacpoNALD (Cape Breton): Do you regard those as political
hand-outs?

Mr. HynEs: They are all of the same order, are they not?

The DeEpuTY CHAIRMAN: I think we had better turn away from this subject.

Senator Haig: Of course, the Government gets some of it back. It steals
some of it back.

Mr. Hynes: I know it does.

Senator HAiG: A man discovered a mine in Manitoba and he sold it to a
syndicate for so much money, and the Manitoba Government agreed to it and
passed it. Then, the dominion Government stepped in and said: “We will take
50 per cent of the profits on the operation of that mine”. If you want to know
what company it is I will tell you it is the Hudson’s Bay Mining and Smelting
Company. This is what they do to catch all of this money which you spend
subsidizing something that cannot succeed ultimately—something that is always
a failure. There is never any end to the subsidy, until the thing breaks.

Now, with regard to the Hudson’s Bay Mining and Smelting Company
the Government did not put up one nickel. The company paid its taxes like
anybody else, but it also paid a 50 per cent tax on the net profits of the mine.
In the third year they pulled down $9.5 million, and they kept on pulling it
down until the mine was cleaned up, and the mine is now all cleaned up. We
have never got a nickel back. We got the 50 per cent as it went on, but we
were taxed to death on the shares at the end.

The point is this, that that has been the basis of the obtaining of money
to carry on industries. We have the same problem in connection with wheat in
Manitoba, Saskatchewan and Alberta. The loss is there, and you are going to
have to pay it—I don’t know how soon, but it will be soon.

Senator MacpoNaLD (Cape Breton): You say the subventions on moving
coal are a political hand-out. How would you regard the tariffs on motor
vehicles?

Mr. HyNEs: It is probably the same thing.

Senator MacpoNALD (Cape Breton): We pay about $500 more.

Mr. HyNEs: The whole matter of tariffs is a political consideration, in just
the same way as these other things. They are concerned with employment and
they are concerned with supply.

The DEPUTY CHAIRMAN: Mr. Hynes, I think there would be a lot less mis-
understanding if you would define your meaning of the word “political”. I
have an idea that your definition is entirely different from the one that Senator
Macdonald might have assumed it was. I think you are referring to the larger
definition of that word. There is nothing dirty about the word “political”.

Mr. Hynes: Not to me.

Senator MacpoNALD (Cape Breton): I object to the word “hand-out”.

Mr. HyYNEs: Maybe our expression “hand-out” is wrong, but is not this
one of our problems in this country, that we are still not a country. We are
dealing with the country on a sectional basis, or a particular interest basis.
We tend to say that because one particular interest gets it that that is a-
justification for another particular interest’s getting it. This is one of- the
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problems, and it is very hard for the man in Lethbridge to determine the
interests of the man in Charlottetown, and to determine whether it is good
or bad. I do not envy the fellow who has to decide which is the best way for
Canada to spend its next million dollars, yet that is a problem of our country.
Since we have not got around to determining that, we are doing all of these
things on a sectional basis and saying such things as: “Well, we will do this
because it will provide some employment in Windsor”.

The DepuTy CHAIRMAN: I believe you have a question, Senator Burchill?

Senator BURcHILL: Yes. In Table IX you show the percentage of tax paid
by Canadians. How does that compare with the American schedule?

Mr. HynEs: We tried to get some of this information, and not only for the
United States but for the United Kingdom and for some of the European
countries and for Australia, but we did not have time. We are very sorry.
I think this is something which would be very desirable. Perhaps Dr. Deutsch
could get it. I think it is something which ought to be known to a greater
extent than it is.

Senator BurcHILL: Yes. It is very important. Another thing I wanted to
speak to you about is depreciation. You have mentioned depreciation in a couple
of places, and you recommend that anything that can be done in the wintertime
should be done. Of course, if anybody can do anything in the wintertime it
would be a very small operation, and it would have to be completed in the
wintertime, I take it, and I do not know whether that is very practical. How-
ever, you have a further recommendation at the end of your text that there
be a combination of accelerated depreciation and tax reductions for a specified
amount for a specified number of years, say, ten years. I think the depreciation
tax regulations in the United States for new industries are much more liberal
than they are in Canada. We have suffered in the last ten years because some
of our native industries—and I am thinking particularly of newsprint as being
one of them—have gone down to the southern states, and one of the reasons
for that is that they get a better deal down there than they were able to get
in Canada. )

Mr. Hyngs: I think this is a case of where we have been our own worst
enemies. Is it not this way, Senator, that taxation arose out of the 1914-18 war
when we had to get the money to fight a war and the Government had to go to
where the money was. Then there was a period in between the two wars and
tax rates went down. Then we had another war, and taxation went up to
present levels. I think our problem is that we are still carrying on the tax rates
that were, required for a war, but they are not necessarily appropriate to a
growing, industrializing country.

On a short term basis in order to win a war we would do anything, but
right now we should look at ouf whole tax system. Should there be taxation
on profits at all, or on some other basis? I think this is our problem. Other
people have become smarter than we are. We are going on in our own sweet
way and we are getting the money in, but then we are getting unemployment
and may not continue getting the money in. The people in Europe who suffered
more than we did in the war are not going to suffer any more. They realize
they cannot have unemployed Italians, unemployed Germans and unemployed
Frenchmen without getting their throats cut, and so they have adopted appro-
priate tdx arrangements. Our stomachs have been too full.

Senator RoEBUCK: I have something to say. We are a committee on man-
power and unemployment—or, employment, depending upon how you like
to phrase it—and I have been trying to think of this document- which you have
produced in its broad sense rather than in regard to these particular items.
Let me say that I think this is a magnificent document, and it shows very
vigorous thought and clarity of expression. By the way, the reading of it was
excellent. As I see this whole picture which you have presented, you propose



194 SPECIAL COMMITTEE

to help us in our search for the solution of the unemployment problem by an
increase in business, and to that end, as I summarize it in my mind, you talk
about the desirability of greater productivity in three divisions; by labour,
by machinery—that is, by technological advances, and so on—and by business
management and organization. You also talk about the desirability of a reduc-
tion in the burdens on business, and in that connection you have spoken about
the costs of government. You have talked about wages which are a very large
factor in costs, and there has been something said about interest rates.

That is somewhat of a summary of this brief, very rapidly done, of course,
and under difficulties, but you have said nothing about rising rents, increasing
land values which have gone up from one coast to the other in fantastic
amounts, and you have said nothing about the rising cost of living. Surely
these are factors right along the line of your general argument, which are
much too big to be entirely overlooked and neglected. There is not a single
word about them. These are the three things: rising rents, increasing land
values and rising cost of living.

Mr. HyNEs: Sir, are they not all a combination of price?

Senator ROEBUCK: Price?

Mr. Hynes: Each is a price of something, and this is our problem.

Senator RoeBuck: Call them what you like, they cost an awful lot of
money.

Mr. HynES: We were trying to divide the problem into three factors, and
perhaps we have been over-simplifying it. There is the payment for the brains,
ingenuity, and the manpower, which is what you are worried about. There is
payment for the cost of Government, which is in the form of taxes. There is
the payment for the incentive to provide the capital necessary for producing
a profit. What has happened? The three items you have talked about are
just factors of the rising price level, and prices have risen by the action of the
law of supply and demand in these other things. If you want to reduce the cost
of living then perhaps you have to cut down the cost of wage rates, salaries
and of Government. You have to do the same things if you want to get back
to the old land values. Land values plus the cost of paying the person who
builds the house determines the rent.

Senator RoEBUCK: A house is not land value, it is house value.

Mr. HynEs: Yes, but somebody had to put time and energy and skill into
building the house.

Senator RoEBUCK: Yes, but he didn’t build a site.

Mr. Hynes: The site becomes valuable to the extent that somebody puts
time and energy into providing sewers, water, electricity and so on.

Senator RoEBUCK: There is more to it than that. There is a monopoly value.

Mr. Hynes: The site will certainly be of a different value depending
whether it is serviceable or not. I would be glad to swap you 100,000 acres
north of the 59th parallel for 100,000 acres south of the 30th parallel any time.

Senator RoeEBuck: I have made my point anyway.

Senator LEoNARD: On the question of vocational training I understand that
the members of your Chamber are co-operating with Governments at the
federal and provincial levels through the various projects that are operating
in the provinces. First of all, I take it there is no special tax allowance for
money spent by corporations on vocational training. Is that correct?

Mr. Hynes: Well, I do not think that is quite right. We do some within
our own corporation. Mr. Hemsworth might speak to this, but this is a place
where I feel that the Government could direct its attention to the extent to
which industry should be compensated, possibly by tax relief for even a co-.
operative effort in vocational training.
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Senator LEoNARD: That is the point I want to make. Apart from the
willingness and desire to co-operate what practical steps can be taken so that
industry can employ men now unemployed or train men to change from one
skill to another? How can that be done best by business in co-operation with
facilities provided by the provincial and the federal Governments and the
expenditures of moneys by these levels of Government? Have you any practical
suggestions as to what further could be done in that direction?

Mr. Hynes: There is a textile school in St. Hyacinthe and there is the
Ryerson Institute of Technology in Toronto, and others, but I do think there
is more we can do. I am not too familiar with this situation but I understand
that the Italians have concerned themselves with the changing character of
labour and they are encouraging the training of personnel for the handling of
new equipment in factories, and so on. For instance, there has been a lot of
hand work in their shoe industry but with the introduction of technical
improvements in machinery and equipment they are running schools to train
their employees to maintain and operate this new equipment. This is being
done in co-operation with the Government and they are being compensated
for it. The result is that instead of technological changes creating unemploy-
ment, they are getting prepared for the changes by training the men for new
skills.

Senator LEoNARD: Do you think we can do more in Canada than we are
doing now?

Mr. Hynes: I think we can, yes. Mr. Hemsworth is on this committee on
technical change and he might tell you something about this.

Mr. HEMswoORTH: I should like to comment that there is a great deal more
being done in industry than is generally publicized. I could give a few examples.
I understand that one of the large insurance companies in Montreal is installing
data-processing equipment on a very large scale. I also understand that the
personnel who are going to operate this equipment are being recruited from
inside the company and trained within the company to operate it. Incidentally,
this is a very complex type of operation. A company in the chemical industry,
with which I am most familiar, when building an ammonia plant does not
hire ammonia plant operators from a trade school. It takes in people who have
never been in that sort of operation before and trains them. This is a continuing
effort that very seldom attracts any publicity. People generally do not realize
just what is going on, but this is where industry really performs an important
function. If there is further stimulation of the industrial part of our economy
there will be a real upgrading of skills right across the board.

Senator WaALL: If a lot is being done by industry then it is a shame that
the story is not collated and told because we are wrestling with this problem
in this house right now. In the context of the question asked by Senator Leonard,
and in considering the fact that the Chamber of Commerce feels business is
carrying too heavy a tax load, how does business or private enterprise see
itself contributing to more education? It would not be unfair for me to say it
either has to come from taxes or from some voluntary donation, and the record
of private business across Canada for many years with respect to the support of
education has been extremely poor. The level of contribution has been anaemic.
The tax structure allows you 10 per cent, and the percentage picked up by
industries—and I am not talking about large industries but just generally—is a
factor of less than 1 per cent. So how does business or private enterprise see
itself making this contribution if it is not by donation? How?

Mr. HyNEs: As one who has been active in collecting for universities in
many parts of this country, I know some corporations are very generous.

Senator WALL: I grant you that.

Mr. HynES: On the other hand there are many who, for particular reasons,
have not been so generous. The figures, unfortunately, are not different than
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you have stated. My concern is that if you go in for governmental decision as
to what kind of training to give people we may end up training a lot of people
in a direction we don’t want. It seems to me that this is a place where industry
should be brought in. If Italian industries knew they were going to be changing
to new equipment, then they were the best people to know what kind of
training to give. This is being done in different places. For example, the railways
knew they were bringing in dieselization over a period of time and by proper
encouragement they could have done the same kind of thing. This is going
to be a technical problem. I think there is room to find some way of getting
industry into this matter of training, because the training will be more ap-
propriate. I am not suggesting just how it is going to affect our Canadian prob-
lem, because in such things as education, when dominion provincial relations
are involved, the first thing you know is that when federal tax relief is given
you will be getting such matters into the provincial field.

Senator CroLL: I have before me a clipping from the Globe and Mail of
November 1 last, commenting upon a spech made by the Minister of Labour,
and I think Mr. Hemsworth will be interested in these figures. My question,
however, is for the panel. The article says:

He based his figures on an economic study completed by his depart-
ment within the past two months.

Now, the report says that in his address to the Toronto Board of Trade, the
Minister of Labour said:

. Canadian industry should examine its profits, capital investment
and efficiency, rather than blame labour costs for its inability to compete
with foreign markets.

He made the comment after an address to the Toronto Board of
Trade Club in which he said the labour cost factor in Canadian production
had risen only .7 per cent in the past nine years.

While Canada’s manufacturing output has risen 21.6 per cent in
the nine years, the country’s labour force has risen only 3.9 per cent
to produce the same amount of goods.

The report goes on to say:

In no instance where a particular industry expanded its production
between the years of 1949 and 1958 had it increased its usage of labour
proportionately, the minister said.

The department survey showed that wage costs of Canadian man-
ufacturers had not gone up significantly during the nine years under
study.

Then the report says that the labour minister when questioned after the meet-
ing, said:
It looks as if manufacturers could very well take another look at
what it costs them to produce what they do, quite apart from wages.
Profits and capital investment should be re-examined.

You have no doubt seen the report. This is almost in complete disagree-
ment with what you have in your brief.
Mr. HynEgs: Is this not also what appeared in a table that was presented
by Professor Hood last week, which gives a breakdown by industries?
Senator CrorLL: Yes. But according to this report:
. . . the labour cost factor in Canadian production had risen only
.7 per cent in the past nine months.
And then the report goes on to say:
In no instance where a particular industry expanded its production
between the years of 1949 and 1958 had it increased its usage of labour-
proportionately, . . . .
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The department survey showed that wage costs of Canadian man-
ufacturers had not gone up significantly during the nine years under
study.

What does that do to the argument which you presented here, if his study
indicated what he says here? I have the report here, and it struck me as
significant.

Mr. HynEes: I think, Senator Croll, the situation illustrates one of the diffi-
culties that arises out of averages. Let me go back to Windsor, where you had
some position of responsibility, a location in which we were concerned with
running a salt mine or plant, when some other people were making automobiles.
At that time the people making automobiles were prepared to pay almost any-
thing in wages, and the wages that we had to pay people for making salt had
to be comparable in your community to the wages paid for making automobiles.
Pretty soon we had to stop making salt. The same thing applies here.

Senator CrorLL: But the report here says:
In no instance where a particular industry expanded its production
between the years of 1949 and 1958 had it increased its usage of labour
proportionately, . . .

Mr. SHERIDAN: The wage cost within an industry is calculated on the basis
of the plant workers which may in fact have decreased, as in the oil industry,
for example, where the wages of a number of employees have decreased, but
the wages paid beyond the percentage within the plant have increased, too;
so that the total cost which affects the total cost of the end product is
increased.

Senator CrorL: But if the Department of Labour made a study—and they
are intelligent -people over there, as you are here—and the minister relies on
that study, I assume they would have considered every factor that you con-
sidered. The minister cannot come out with half-baked figures, because people
like ourselves would be discussing the figures with him and he would be
placed in a bad position if his figures did not stand up. Now, his suggestions
are contrary to the suggestions you made here today in a more recent study,
and I am at a loss to know what conclusion to come to. You have presented
your case convincingly, and I have a report here that is equally convincing.

Mr. SHERIDAN: Of course, that .7 per cent certainly does not refer to
weekly wages.

Senator LEonArD: It is a question of reconciling figures.

Mr. SHERIDAN: That is exactly so, sir, and I suggest that unless you look
at the background of these figures and analyze them in relation to what we
said, you do not come.to a proper conclusion.

Senator ConNoLLY (Ottawa West): May I ask a question on the same
point, but which perhaps may be over-simplified, Mr. Chairman?

Senator Haig: I move that we adjourn.

The DepuTY CHAIRMAN: I wonder if we could not permit Senator Connolly
to ask his question, and then if there are other urgent questions, we will
entertain them? It was the hope of your chairman this morning to call a very
brief méeting of the steering committee following the general committee. Let
us have the question from Senator Connolly before we do adjourn.

Senator ConNNOLLY (Ottawa West): I am looking at Table 7, in which you
show out of every dollar of gross sales or revenue what you have left as profits
after taxes, and it runs from 3.7 down to 2.8 for the various years shown. Now,
at some time the people from the Canadian Labour Congress and other trade
union organizations will be giving us figures, perhaps defensive figures on the
labour _item in the costs. Now, this figure alone without relating it to what
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the labour charges are in cost is not a very useful figure for us, particularly
when we have to think of what these organizations may present along the
same line. Is there another table, a comparison that you can set up, showing
the other items that enter into cost and related to these figures here, such as
overhead, labour, raw materials and so on?

Mr. HYyNES: There are some figures of that type, and I think we mlght get
some, but I feel that some of the tables that were presented last week answer
some of the questions you are asking.

Senator ConnNoLLY (Ottawa West): No doubt they do, but sometimes the
approach for one set of tables and one set of figures is different from the ap-
proach made for another set; and these are in your brief. What I am concerned
about is to get the figures that compare with these figures on the other cost
items.

Mr. HyNES: We will see what we can do on this. It will be difficult to
isolate them on any basis at all.

Senator ConNoOLLY (Ottawa West): But the labour people are likely to
come in and say, “Well, based on this, that may be so, but these are our
figures, and we are not responsible for higher costs.”

Senator LEONARD: Shouldn’t our dwn staff deal with that?

Mr. Hynes: I think you are better able to get this answer yourself.

Senator ConNNoLLY (Ottawa West): All right.

Senator WALL: I have only one quick question, although there are others
I should like to have asked. I noticed that you had a statement in your brief
that you are in favour of the encouragement of greater participation by Cana-
dians in the ownership of industry, and so on. Over the past ten or fifteen or
twenty years there has been a tremendous growth in physical assets, plant,
and so forth, but the amount of new shares put on the market have been
abysmally low in proportion. In other words, the old owners are sitting on the
shares and don’t want any new ones on the market, so that the old shares will
be of greater value. There has not been quite the opportunity of sharing in
ownership that there might have been if there had been a ecomparable issue
of new equity stock.

Mr. HynEs: There are two kinds, Senator Wall—there is the plowing back
of earnings into existing corporations and there is the new investments, that
Senator Roebuck referred to, which are made by American companies setting
up wholly-owned subsidiaries in Canada. Again I would suggest a good way to
get at this would be by looking at our taxation set-up—some of our existing
tax laws make it more appropriate for corporations to do their financing in-
ternally. I might say we have too many Bay street miners still in the country.
What happened when the Ford Company offered $175 a share for the stock
in its Canadian subsidiary? How many people didn’t take that offer?

Senator CroLL: How many?

Mr. HyNEs: Well, the Ford Company wanted 75 per cent and they got 90
per cent,

Senator BurcHILL: Mr. Chairman, before we adjourn, I take it that it is
the desire of the committee, and on its behalf I want to move a very hearty
vote of thanks to these gentlemen. This has been a most instructive, in-
formative and interesting morning for me. I agree with everything Senator
Roebuck has said about the excellence of the presentation and the way it was
presented, and I think we all enjoyed hearing it and are wiser men now than
when we started. Therefore I would like to move a hearty vote of thanks.

The Deputy CHAIRMAN: Thank you.

Mr. Hynes: Mr. Chairman, we certainly do appreciate the opportunity of
being with you this morning. :

The meeting adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
November 22, 1960.

“The Honourable Senator Aseltine moved, seconded by the Honourable
Senator Macdonald, P.C.—

1. That a Special Committee of the Senate be appointed to study and
report upon the trends in manpower requirements and utilization in Canada,
with the object of exploring the possibilities of maintaining and extending a
high level of employment and, without restricting the generality of the fore-
going, to inquire into and report upon the following:

a) the growth of the economy and of other factors influencing employ-

ment opportunities, including particularly technological changes; and

b) the growth and characteristics of the Canadian labour force;

2. That the said Committee be composed of the Honourable Senators Blois,
Bouffard, Brunt, Buchanan, Burchill, Cameron, Choquette, Connolly (Ottawa
West), Courtemanche, Croll, Emerson, Haig, Higgins, Hnatyshyn, Horner,
Hugessen, Inman, Irvine, Lambert, Leonard, MacDonald (Queens), Methot,
Monette, Pratt, Reid, Roebuck, Smith (Queens-Shelburne),” Thorvaldson,
Vaillancourt, Wall, White and Wilson (32);

3. That the Committee have power to engage the services of such counsel
and technical and clerical personnel as may be necessary for the purpose of
the inquiry; and

4. That the Committee have power to send for persons, papers and

records, to sit during sittings and adjournments of the Senate, and to report
from time to time.

After debate,
The Honourable Senator Brunt moved, seconded by the Honourable Sena-
tor Isnor, that the motion be amended by adding the name of the Honourable

Senator Macdonald (Cape Breton) to the list of Senators nominated to serve
on the said Special Committee.

After debate, and—

The guestion being put on the amendment, it was—
Resolved in the affirmative.

After further debate, and—

The question being put on the motion as amended, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
WEDNESDAY, January 25, 1961.

Pursuant to adjournment and notice the Special Committee on Manpower
and Employment met this day at 10.00 am.

Present: The Honourable Senators Methot, Chairman, Blois, Brunt, Burchill,
Cameron, Connolly (Ottawa West), Croll, Haig, Higgins, Hnatyshyn, Horner,
Hugessen, Inman, Irvine, Leonard, Roebuck, Smith (Queens-Shelburne), Thor-
valdson and White—19.

The following were heard:—
Dr. J. J. Deutsch.
Mr. F. T. Denton
Dr. R. Warren James.

At 11.55 a.m. the Committee adjourned until Thursday, January 26th,
at 10.00 a.m.

Attest.

John A. Hinds,
Assistant Chief Clerk of Committees.
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THE SENATE
SPECIAL COMMITTEE ON MANPOWER AND EMPLOYMENT
EVIDENCE

Orrawa, Wednesday, January 25, 1961.

The Special Committee of the Senate appointed to study and report upon
the trends of manpower and employment, met this day at 10 a.m.

Hon. Leon Methot in the Chair.

The CHAIRMAN: Honourable senators, I understand that we have a quorum,
so I think it would be just as well to proceed immediately as we have certain
matters to deal with this morning. If I am well informed, Mr. Denton has
some more information to distribute to the meeting. Dr. Deutsch has a word
to say first.

Dr. JouN J. DEuTscH: Mr. Chairman and honourable senators, at a pre-
vious meeting we were requested to prepare some additional information on
the immigration and emigration of professional groups. I think Senator John
J. Connolly asked for that. We were also requested to prepare some information
on the annual government tax revenue as a percentage of national income.
Mr. Denton has prepared this information, and I think that has been dis-
tributed to you. Mr. Denton has a note to add to the information that has
already been distributed, and perhaps he might read it.

Mr. F. T. DENTON: Mr. Chairman and honourable senators, if I might turn
first to the table relating to taxation, Canada is compared in this table with
eleven other countries. The selection of countries, it may be noted, was dictated
in large part by the availability of data; some countries do not report the
necessary information. The data that were used are those collected and
published by the statistical office of the United Nations. At the present time
they are available only up to 1958. They are compiled according to a standard
classification system, thus making possible international comparisons. The
statistical measure that has been used is, for all practical purposes, identical
to the measure used by the Canadian Chamber of Commerce in its submission
to this committee. You will recall that the authors of that submission presented
calculations for Canada but not for other countries. The measure is the total
of tax revenue collected at all levels of government expressed as a percentage
of net national income. This ratio is subject to some year to year fluctuation
and, to eliminate the effects of this fluctuation, averages were computed for
the four-year period 1955-58. These averages appear in the final column of
the table, and the twelve countries have been listed according to the figures
in this column, Japan, with the lowest 1955-58 average, appearing at the
top of the list, and France, with the highest average, appearing at the bottom.
It will be observed that Canada is roughly half way down the list with an
average which is very close to that of the United States.

Turning next to the other table, the one pertaining to the international
movements of professionals, this table is based on the immigration statistics
of Canada and the immigration statistics of the United States. The final
column on the second page of the table presents the total gross movements for
the period 1953-59 and the net movements out of Canada. - It will be noted
that in almost every case there has been a net loss of professionals to the

’
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IMMIGRATION AND EMIGRATION OF PROFESSIONAL WORKERS BETWEEN CANADA AND THE UNITED STATES: 1953-1959

1953 1954 1955 1956

Net Net Net Net

Occupation Imm. Emig. Emig. Imm. Emig. Emig. Imm. Emig. Emig. Imm. Emig. Emig.
ABOBUBERALS a0 d BUAIKOLE: .= o o S T s v s 51 215 164 45 165 120 56 211 155 49 265 216
ATORRERE: - . Y s e s e O I T AT S 4 18 14 8 17 9 6 25 19 11 42 31
3100 T PR W SUOT p AR R s o8 T S s R D A P 22 91 69 25 90 65 19 08 79 15 129 114
1B T e I S Ll B e N S O S S ) et i o L8 2 3 i 3 8 5 8 12 4 3 10 7
Ihaughtamen-and designers;, oo io. . s it et i s S e 31 108 77 26 108 82 28 179 151 29 412 383
o e R R e Rt et YRR T (@ b S e S 180 519 339 130 494 364 168 615 447 162 953 791
Laboratory technicians and assistants. .............ccvvvivnnnen.s 24 200 176 21 245 224 26 267 241 18 294 276
L8 7e 14T ¢ T R L s S e e I A R e 98 951 853 83 940 857 1,227 1,156 61 1,388 1,327
PRYQCIanE: ADND BULEOONS. G v 15 fuiim e ik S A s e s e e e 55 105 50 39 135 96 33 127 94 29 96 67
Toachers and . ProfeSsors. . .o v sisve e vsnicdns s ra AT T N SRl 129 338 209 142 350 208 129 394 265 124 469 345
OB ProfelBIONAIEG ;851 Skt vk e T AP L AT s Wy 585 353 —232 559 336 —223 578 456 —122 520 597 77
e e N e R - i S et 1,181 2,901 1,720 1,081 2,888 1,807 1,122 3,611 2,489 1,021 4,655 3,634

Source: Immigration figures from Department of Citizenship and Immigration; Emigration figures from United States Department of Justice, Immigration
and Naturalization Service.
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IMMIGRATION AND EMIGRATION OF PROFESSIONAL WORKERS BETWEEN CANADA AND THE UNITED STATES: 1953-1959—Continued

1957 1958 1959 1953-1959
Oceupation Net Net Net, Net
Imm. Emig. Emig. Imm. Emig. Emig. Imm. Emig. Emig. Imm. Emig. Emig.
Ascountente AN BUBIROEE -5y, . o e o Sis gips e s fne i s o 41 288 247 66 218 152 43 243 200 351 1,605 1,254
Architects : 9 47 38 6 44 38 7 29 22 51 222 171
Chemists. - .. .. .00, 22 199 177 13 111 98 18 75 57 134 793 659
R . T N s i Sl e e R iy o 2 13 11 7 11 4 12 8 —4 37 65 28
Draughtsmen and designers. ....................oo0... 35 348 313 32 217 185 32 311 279 213 1,683 1,470
L e e g e T e L S S 142 1,264 1,122 146 720 574 165 1,310 1,145 1,093 5,875 4,782
Laboratory technicians and assistants.................c........... 27 386 359 26 310 284 31 404 373 173 2,106 1,933

A e A L e O o e wie » i ad 58 1,553 1,495 106~ 1,376 1,271 97 1,343 1,246 573 8,778 8,205
Physicians and surgeons. 46 265 219 52 179 127 66 229 163 320 1,136 816
Teachers and professors. B A s 171 542 371 202 506 304 298 489 191 1,195 3,088 1,893

B ST T ) L Y M < A AL 601 703 102 621 522 —99 676 667 -9 4,140 3,634 —506

175 3 B b ST SRR Al (S St R R e My e 1,154 5,608 4,454 1,276 4,214 2,938 1,445 5,108 3,663 8,280 28,985 20,705

Sourck: Immigration figures from Department of Citizenship and Immigration; Emigration figures from United States Department of Justice, Immigration
and Naturalization Service.
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ANNUAL GOVERNMENT TAX REVENUE AS A PERCENTAGE OF
NATIONAL INCOME: SELECTED COUNTRIES®

Average
—_— 1952 1953 1954 1955 1956 1957 1958 1959  1955-58

% /) % % % % % % %
Japan Lol i a et 26.3 26.0 26.1 24.1 24.6  25.8 25.4 — 25.0
L L2 s aa e Rl WO o s = o = 24.0 25.4 25.8 25.7 3 25.2
Australia®, ool oo rAh e 28,0 /275 1 27005 27000 5 2074 220.8 7 27.8 2 28.1
Balpium: oo ou ol Il 30.2 29.2 28.3 28.3 29.1 30.2  31.2 2 29.7
New Zealand®................ 32.4 30.2 3.0 30.7 30.4 28.4 33.8 = 30.8
United States ......c........ 31.1 31.2 30.0 30.9 31.4 32.0 31.6 =t 31.5
Cannda. L ool N L 31,7 :31.6. . 31=5 031,87 4322w FAR-E L BT L 583l 32.0
Bweden . el L el it See sl 29.5  30.3 30.7 32.6 33.2 33.4 34.4 e 33.4
Netherlanda...ou s ol i s 42.4  39.1 36.2 33.5 35.4 37.8 35.6 e 35.6
United Kingdom.............. 40.3 38.4 37.0 37.4 36.3 36.6 37.6 = 37.0
30 AT S e SN ) < 37.0 36.9 3.9 36.3 . 356 39.5 41.0 i 38.1
Framee it B e 40.2 41.8 41.6 40.2 41.5 42.3 43.4 = 41.8

() The years are calendar years unless otherwise noted.

@ Fiscal year beginning April 1st.

@) Fiscal year beginning July 1st.

Note: The calculations in this table are based on data compiled according to a standard classification
system and published by the United Nations in its Yearbook of National Accounts Statistics, 1959. The
1958 and 1959 calculations for Canada are based on more recent data provided by the Dominion Bureau of
Statistics. Tax revenue includes employer and employee contributions to social insurance and government

pension funds, such contributions being treated as personal taxes in the United Nations’ classification
system.

United States. It is possible that there are minor inconsistencies between the
classification procedures used in the two countries and it is possible also that
there is some movement which is not recorded. In particular, Canadian citizens
who go to the United States and later return to Canada would not be included
in our immigration statistics, and the same would be true of United States
citizens returning to the United States. However, it seems unlikely that these
qualifications are serious enough to affect the validity of the conclusion that
there have been substantial and widespread net losses in almost all professional
occupational categories.

Senator CroLL: Would you define “other professionals”?

Mr. DENTON: This is a miscellaneous group, Senator.

Senator CROLL: Give me a few examples of it.

Mr. DENTON: It includes dietitians, and certain classes of scientists which
are not listed separately. Only the main groups of scientists have been shown
separately and the category ‘“other professionals” includes all others.

Senator CroLL: What struck me is that in the “other professional” group
we seemed in the last few years to have gained a bit and to be on the plus
rather than on the minus side. That intrigued me, and so I ask for a broad
definition of “other professionals”. You cannot give me any better definition
than you have already given?

Mr. DENTON: That is all I have available.

Senator BRUNT: Does it include lawyers?

Mr. DENTON: Yes, lawyers are there.

Senator BRUNT: What about politicians?

Senator BURCHILL: The taxes are based on all levels of taxation, including
municipal and provincial?

Mr. DENTON: Yes.

Senator LEONARD: May I ask a question of Mr. Denton? Are there any
figures available for West Germany? :
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Mr. DENTON: Unfortunately West Germany does not report this information
to the United Nations.

Senator LEONARD: I thought I had seen some figures in recent years. As
far as you know, they are not reported?

Mr. DENTON: As far as I know they are not.

The CHAIRMAN: If there are no further questions, may we now call on
Dr. Deutsch to introduce Dr. James.

Dr. JouN J. DEuTscH: Mr. Chairman and honourable senators, one of the
studies which we undertook for the Committee during the past summer was
that of a survey of the unemployed, which was done by examining persons
registered for jobs with the Unemployment Insurance offices. We made a
detailed study of these persons for the purpose of finding out their character-
istics, who they were, their training, their qualifications, the cause of their
unemployment, and to find out as much as possible about them.

This study was carried out with the co-operation of the Unemployment
Insurance offices; they were very helpful in the work and co-operated fully
with us, as did the Bureau of Statistics, the Department of Labour and other
government bodies. As a result of the co-operation we received, we were able
to carry out a successful survey.

The survey was conducted at every Unemployment Insurance office
across the country on a sample basis. It constituted a large statistical job,
and involved a great deal of compilation which has now been completed.
The results of it are contained in the document that has been distributed to
you this morning.

The detailed work of the study was carried out by Dr. James, who
is a member of the Department of National Defence and head of the
Statistical Unit in the office of the Deputy Minister of that department. Dr.
James was kindly loaned to us for the purpose of carrying out this study.

Dr. James has had a great deal of experience with labour statistics,
having been in charge of the work in this field in the Bureau of Statistics for
a number of years; indeed, he was one of the fathers, if I may call him
thatl, of the Labour Force Survey. Consequently, he comes to this task with
a great deal of experience and knowledge. He has carried out much of the
detailed work of the survey and has generally supervised the gathering of
the statistical data.

Honourable senators, I am pleased to introduce to you Dr. Warren
James who will now read his report.

Dr. k. WarreN James: Mr. Chairman and honourable senators, my
report to the Special Committee of the Senate of Canada on Manpower and
Employment is as follows:

THE CHARACTERISTICS OF PERSONS LOOKING FOR WORK: A SURVEY
OF REGISTRANTS WITH THE NATIONAL EMPLOYMENT SERVICE,

SEPTEMBER, 1960

I. INTRODUCTION

In the last twenty years efficient methods of carrying out small periodic
sample surveys of the population have been adopted in both the United
States and Canada. The result is that we now have monthly estimates of the
level of employment and unemployment going back for a number of years. This
sort of information is of great value in telling us what is happening to the
Canadian economy. It is important to know how the size of the labour force is
changing or whether the number of unemployed is moving up or down and
what the causes of these changes are.
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It is even more essential to recognize that the statistics of unemployment
represent real people. Our concentration on the techniques of statistical meas-
urement and related technical problems ought not to diminish our concern
for the human aspects of the situation. At this particular time, because of
the widespread interest in unemployment in Canada it becomes even more
necessary to try to understand what kind of people are involved.

As a part of the research program undertaken for the Special Committee
on Manpower and Employment of the Senate, it was decided to carry out a
project which would throw some light on the puzzling question, “Who are the
unemployed?” It was recognized that this would require collecting informa-
tion directly from unemployed people themselves and that the most practical
approach would be to conduct a survey of a sample of the people registered
for jobs in the local offices of the Unemployment Insurance Commission.

In general, it was evident that what was needed was a detailed analysis
of the personal and other characteristics of this group of people who were
looking for work. Information about sex, age, marital condition, family responsi-
bilities, usual place of work, normal activity, months of unemployment and so
on were naturally of primary interest and after a series of discussions with
officials of the Unemployment Insuranece Commission, the Dominion Bureau of
Statistics and the Department of Labour a questionnaire of twenty-one ques-
tions was drawn up. The questionnaire actually used, but reduced in size,
is reproduced herewith.

Some of the special features of this questionnaire should be explained.
In the first place it had to be simple, easily understood, and able to be com-
pleted reasonably quickly. In the second place, no question concerning financial
need could be considered because this might be regarded as an intrusion into
the purely private affairs of the respondents. In the third place, it was im-
portant that neither the questions nor the method of the survey should in any
way prejudice the right of anybody to receive unemployment insurance. This
is the main reason why individuals were specially asked not to sign their
names to the questionnaire in order to dispel any suspicion that they would
be held accountable in any way for their answers.

The way the sample was chosen is important and it is necessary to dwell
on this briefly to make the ensuing results understandable. The Unemployment
Insurance Commission generously undertook to select a sample of all unplaced
applicants or registrants in all local offices from their lists as they were on
Thursday September 22. The persons designated on the list were to be given
the questionnaire for completion when they reported to the local office during
the period September 26 to September 30. Those on the sample list were
to be mailed the questionnaire to be filled out at home if they did not come
into the office during this period.

It should be noted at this point that the statistical count of job registrants
on September 22 excluded certain classes of persons, the most important of
these being:

(a) those known to be employed. Generally speaking these are people

trying to get a different job;

(b) those available for part-time employment only;

(c) those registered before the time they were available for a job.

People in these categories were therefore not supposed to be included either
in the total count or in the sample. In addition, those registered at more than
one office, for example in Ottawa and Hull, would be counted at only one
office. ;
To illustrate the sampling process, Chart 1 entitled “Schematic diagram
illustrating coverage of ‘Survey of Employment Conditions, 1960,”” was prepared. "
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SENATE OF CANADA SURVEY OF EMPLOYMENT CONDITIONS, 1960

A study of employment conditions across Canada is being made for the Special Committee on Manpower and
Employment of the Senate of Canada. To help with this study a number of people have been chosen at random
and are being asked. to fill out this form, You have been selected as a representative person and it is hoped
you will answer the questions below. Most of the questions are simple ones about you and your family and your
work and nearly all the questions can be answered by making a check mark \/ in one of the little boxes. DO NOT
WRITE YOUR NAME ANYWHERE ON THE FORM. Nobody will know who filled out this form except yourself. The
results will be used for statistical purposes only and any information about yourself or your family will be com«
pletely confidential. Please help! It will only take a few minutes of your time,

If this form comes to you in the mail, please put it in the mail when it is 1
eaveolope. NO POSTAGE STAMPS ARE NEEDED ON THIS ENVELOPE.

QUESTIONS ABOUT YOURSELF

Form A

d in the PR 1

1. Where do you live? Write name of cily, town or village.

EACH QUESTION BELOW SHOULD BE ANSWERED BY MARXING THE BOX BESIDE THE RIGHT ANSWER, THUS (I]

2. What is your sex? 3. How old are you? 4. What was the highest n-d-' you 5. Are you techaically trained oc

completed in school?

quslified for some trade or

Male [J1 special occupation?
14-19 ]t 35-44 [ none [[J1  swome bigh e
Femals []2 some primary school no [ 10
20-24 (]2 45-54 5 schoot [_J2 finishod
25-34 []3 55-64 [J6 Beianid high school 1S yes, partly []1
65 or over [_|7 primary [ ]3 some college [_]6 yes, completely ]2
school
finished
college {0
QUESTIONS ABOUT YOUR FAMILY
6« Are you single or married? 7. When were you married? 8. Do you live alone or with other
members of your family?
single [ ]1 married, wife 1959-1960 [ ]1
marcied, wife fhedbole. s ocall W 1057-1958 (]2 11live slone [J1
or husband 2
lives at home - R 19551956 [([]3 1 live with other
other (divorced, (—, 1955 or before [_]4 members of []2
separated, widowed) sover maxtiad Ds my femily

9. Are any of these members
of your family that you live
with now working?

no []O
yes [ 1
1 live alone [ ]2

10. Do you live in the home of
your parents and, if so, are
they working?

no, doa’t live with parents [ |0
yes, one is working [ J1

yes, both are working ]2
yes, neither is working [ ]3

11. Is your husband or wife working?
no []O

yes, less than full time [ ] 1

yes, full time [ ]2

not married [ |3

QUESTIONS ABOUT YOUR WORK

12. What do you usually do?
(Please check only one box)

work for a living [ ]x

keep house or
help keep house Dt

go to school [ ]2

retired [ |3

stay at home [ 4
)

1S. Where do you usually work?

in an office [_]0 in a mine

in a factory, in the woods
plant or mill O or fishiag
on construction somewhere
work 2 else

on a farm [ ]3. haven't worked
regularly yet

in a store or
restaurant D‘

13. In addition, do you usually work?
(Don’t answer if you said you
worked in tho last question)

no [Jo
yes, regularly []1
yes, occasionally [ ]2

yes, at certain times
: of the year DJ

16. How many months has it been

since you last worked

14, Did you have a job in the week
ending last Satarday?
no [JO

yes, worked part
of the week (i

yes, worked the
" il wesk L2

yes, but temporarily
1aid off, sick or off [ |3
work for other reasons

17. What kind of work suits you beast?

OIs ragularly? continuing full-time job [ J1
s 3 S ¢ P e continuing part-time job [ ]2
ess -: ! gz :“:‘.: s temporary full-time job [ 3
- -~ 2 ¢
= 1 have a steady 6 temporary part-time job |4
2-4 DJ job now
s

regularl,

4-6 [ J4 haven't worked 7

y yet

OTHER QUESTIONS

18. Heve you moved from another
province in the last five years?

no [ O
yes [ 1

19. Have you moved from another
country in the last five years?

no[ JO
yes E]'.

20. If you wanted to find work or get a

better job, what do you think would
help you most?

more general education [ ]1

more technical skill or training |2
more job opportunities [ 3
something other than these [ |4

21. Do you have to work to support or help
support yoursell or your family?

it is necessary [_J1

it is not necessary bet the :]2
extra money is desirable and useful

it is not necessary for me to work but
1 like to have something useful to do

Os

it is not necessary [_]4

PLEASE ANSWER ALL THE QUESTIONS
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It will be seen that the two main streams or components of the diagram
consist first of those persons who are claimants for unemployment insurance
and second of those who are not claiming benefits. Both groups are, of course,
registered for jobs and constitute the “live file” of registrants. It will also be

_ observed that the claimants consist of two segments: those actually receiving

insurance payments and those claimants not currently on benefit. At the time
of the survey roughly 80 per cent of the claimants were drawing benefits. The
balance of the claimants would be those whose waiting period was not com-
pleted or whose claims were under review for some reason. There were techni-
cal and procedural difficulties in segregating those on benefit from all others
with the results that it was possible only to distinguish the claimants from the
non-claimants. There are probably some differences between the population of
claimants and the population of beneficiaries, but speaking broadly, it seems
reasonable to regard the claimants as representative of the people actually
drawing benefits.

The sampling stage is shown symbolically by the heavy black line on the
chart. When the statistical count was made on September 22, there were about
268,700 claimants and 70,600 non-claimants on the live file, altogether 339,300.
In most of the local offices a random sample of 10 per cent was selected but in
offices with over 5,000 registrations the sample was reduced to 5 per cent.
This was to avoid congestion and delay in the local offices.

If questionnaires had been received from everyone in the sample, the total
return would have been about 25,600 but as was to be expected a certain frac-
tion did not complete the questionnaire. In fact 17,325 usable questionnaires
were returned and tabulated. This is just about two-thirds of the maximum
possible. Because of the undertaking that the replies would be anonymous
there was no way of finding out whether those who didn’t reply were appreci-
ably different from those who did. It is likely that more of them have language
problems or educational handicaps but it has been assumed in interpreting the
results that they are average as far as the characteristics we are interested in
are concerned.

It should be emphasized also that the estimates in this report, since they
are based on a sample, may differ from the results of a complete survey of all
registrants. However, the sample is comparatively very large and the chances
that an estimate of over 5,000 based on the sample would differ from the re-
sults of a complete enumeration by more than one or two per cent would be
of the order of one in 100. For the purposes of a survey like this, such pre-
cision is more than adequate. It may be of interest to note that the sample is
at least five times greater than the number of unemployed included in the
September Labour Force Survey of the Dominion Bureau of Statistics. This
is in no sense an invidious comparison but merely indicates that the size of
the present sample permits fairly detailed cross classifications.

The general plan of this report is first of all to present a summary statistical
picture of all the registrants. This is intended to convey some impressions of
the kind of people they are. Here the emphasis will be on such obvious charac-
teristics as location, age, sex, marital condition with a brief review of what
they usually do and where they usually work. This will lead in the next three
sections to a more detailed look at three groups which are of special interest,
namely young people, older people and married women, in that order. Then,
it will be desirable to look more closely at the characteristics of men of prime
working age. A brief review of the educational characteristics of registrants
will then be undertaken together with some miscellaneous findings. Finally,
the concluding’section will summarize what appear to be the significant results
of the survey. ) 3
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As a rule, the statistical tables included in the text are brief summary
tables. Most of the detailed tables have been placed in a statistical appendix at
the end of the report.

Senator CoNNOLLY (Ottawa West): Mr. Chairman, I suppose the graphs,
charts and tables that are referred to in the text being read will appear in the
verbatim report when it is made out at the places where Dr. James refers to
them?

The CHAIRMAN: Yes, Senator Connolly, that will be done.

II. GENERAL CHARACTERISTICS OF REGISTRANTS

In a country such as Canada, there is naturally great interest in the geo-
graphic distribution of anything which affects large numbers of people. Accord-
ingly, Chart 2 has been drawn to show the provincial distribution of all regis-
trants.

The claimants are represented by the shaded part of the bar, the non-
claimants by the white part. It can be seen from the scale on the left that
the range is from roughly 1,000 in Prince Edward Island to 130,000 in Ontario.
It is not surprising to see the heavy concentration of registrants in Quebec and
Ontario.

In order to decide whether this distribution is remarkable in any way,
it is useful to compare it with the results of the Dominion Bureau of Statistics
Labour Force Survey covering the week which ended September 17.

Senator LEoNARD: Does this chart relate to the same number of people
as the previous chart dealing with the claimants on September 22nd?

Dr. JamEes: Yes, that is so, Senator Leonard.

For this purpose, a comparison is made in Chart 3 between the regional
distribution of the unemployed taken from the Dominion Bureau of Statistics’
survey and the regional distribution of registrants.

This Chart 3 shows the percentage of unemployed and registrants in each
region for men and women separately and combined. The remarkable feature
of this chart is the symmetry between the distribution of the unemployed
and both claimants and total registrants. From these two charts, it appears
not only that registrants are scattered widely but that the regional distribution
is not unusual. Charts of this nature will be used frequently in this report
and it may be worthwhile to dwell for a moment on their interpretation.
If we look at the right-hand side of the top diagram Chart 3, it can be
seen visually from the percentage scale that about 10 per cent of the regis-
trants were in the Atlantic region, about 30 per cent in Quebec, 40 per cent
in Ontario, and so forth, The totals of all the percentages should of course
add to 100.

Age has a significant relationship to employment and there is naturally
great interest in the age distribution of the population of registrants. The
table immediately below shows the number of men and women registrants in
each age group.
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UNEMPLOYED REGISTRANTS
DBS LABOUR FORCE SENATE SURVEY SEPT22 1960
SURVEY SEPTI7th|960 MEN
1 P LTnON CLAIMANTS
i Hhatriea Anou CLAIMANTS
ONTARIO
i QUEBEC
f’ ATLANTIC
}v | £ 1 1 1 1 1 . = |
; 40 30 20 10 0 10 20 30 40
i PER  CENT
h WOMEN
|
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PRAIRIES
ONTARIO
QUEBEC
ATLANTIC
L 1 L 1 & 1 1 o |
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PRAIRIES E
ONTARIO
QUEBEC
ATLANTIC
L 1 L i 1 1 1 1
40 30 20 10 O 10 20 30 40
PER CENT
CHART 3 PERCENTAGE DISTRIBUTION OF REGISTRANTS AND UNEMPLOYED BY REGIONS
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TABLE 1
Age distribution of male and female registrants

Agé group Male Female Total
e e M e e RS e 19,500 15,900 35,400
B L o s R G h .« s ¢ e O wed B o ¥ Spiiah e 33,400 28,000 61,400
o T R e S e T g S 53,700 28,300 82,000
GO~44 /3 e T S R ey i e R TSR 41,200 21,100 62,300
T T T e R e S SR SN R G 31,800 12,300 44,100
e R I AV S PR R W T A R e 22,600 6,100 28,700
DO anC OB LR T i S e R R TR, 23,300 2,100 25,400
W AR s SRR 0 ST Rl I e 225,500 113,800 339,300

It shows incidentally that almost exactly one-third of the total registrants
are women.

The material in this table is illustrated pictorially in Chart 4.

The top row of bars representing men can be compared roughly by eye
with the middle row representing the women. There are certain discrepancies
between these two distributions which should be noted. First, there seems to
be a somewhat higher concentration of women in the ages from 20-34 than
might be expected. Second, there are about ten times as many men as women
in the 65 and over age bracket. It should also be noted that about 35,000 or
over 10 per cent of the total lies in the 14-19 age group.

Confirmation of the unusual features of the age distribution of registrants
can be obtained from a comparison with the labour force as a whole.

Senator BrunNT: You say, “in the 14 to 19 age group.” I thought these
youngsters had to attend school up to the age of 16 years.

The CHAIRMAN: 14 years.

Dr. DEutrscH: That depends on the provincial education laws; and in some
provinces the leaving age is fourteen.

Senator BLois: Some can get a permit even then

Dr. JAMES: Generally speaking, I would say, Senator Brunt, the numbers
in this age bracket would be concentrated at the upper end.

This is done graphically in Chart 5, and as the chart indicates the compari-
son is taken from the Dominion Bureau of Statistics Labour Force Survey of
September, 1960. The percentage distributions indicate clearly a lack of bal-
ance and as already noted there appears to be among the registrants a dispro-
portionate number of men aged 65 and over and a disproportionate number of
women between the ages of 20 and 34.

Another population characteristic of great interest is the marital condition
of the registrants. The survey results can be summarized in the following brief
tables showing the marital status of men and women separately for different

age groups.

TABLE II
Percentage distribution of male registrants by age and marital status
Age . Single and Married Total
other*
FHLOA - oL R R R A R S RELS S S b 19.0 4.4 23.4
L b SRS LA e - W ey ST A I el A RN 12.9 29.3 42.2
45~ and: OVEE *~&isias ol s sien s ohid wars o sts e denys 81 26.3 34.4
Total & ofeios SRR SRR N TR oL SEd e T oAl 40.0 60.0 100.0

*QOther includes'those divorced, separated or widowed
24465-7—23
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CHART4 THE AGE DISTRIBUTION OF ALL MALE AND FEMALE REGISTRANTS
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REGISTRANTS
SENATE SURVEY
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65 AND OVER
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TABLE III
Percentage distribution of female registrants by age and marital status
Age Single and Married Total
other#*

0 Sl e S S RS BT T G 17.1 21.4 38.5
e, R b A TR S R RN PR 5 PR o b 8.3 351 43.4
A5 AN OVer . o i N e e et e e i BT 10.4 18.1

Motals e, aalusd st e TR SRR e e 33.1 66.9 100.0

#*Other includes those divorced, separated or widowed

It appears from the bottom row of totals in these tables that 60 per cent
of the men registrants are married compared to about 67 per cent of the
women. This is not perhaps what one might have expected in view of the
traditional preoccupation of married women with domestic affairs. The con-
trast is even more pronounced if we look at the age group under 45. Here
about 34 per cent of the men are married compared to about 56 per cent
of the women.

These results can again be shown graphically to focus attention on these
relations. Chart 6, on the next page shows a comparison in percentages in the
top half and in numbers in the bottom half. The women are measured to the
left of the centre line and the men on the right.

The lack of symmetry between men and women is evident, but it may
be better to make a comparison using some other yardstick. For this purpose
Chart 7 has been prepared, for the purpose of comparing the marital condition
of the male and female labour force as estimated by the Dominion Bureau of
Statistics in September with the men and women registrants. This chart, which
is on the next page, shows the percentage distribution by marital status for
men at the top and for women at the bottom. The left hand side shows the
results of the survey for the registrants and the right hand side the character-
istics of the labour force as a whole.

Senator ConNNoLLY (Ottawa West): Some of these tables are significant,
and if you go too fast it might throw us a little. Would you look at your
Chart 7 for a few minutes? Is this the situation, doctor, that so far as men are
concerned, the Senate survey of registrants shows that 60 per cent of men
were married and 35 per cent were single; while the D.B.S. survey shows
that 75 per cent of men were married and 25 per cent were single?

Dr. JAMES: That is correct.

Senator LEONARD: What are the others?

Dr. James: The other category refers to all people who are divorced,
widowed or separated.

Dr. DEuTscH: I might just say that one of the significant features of this
chart is that among the women registered for jobs at the Unemployment
Insurance offices a very high proportion are married women. That is what
these figures indicate. The proportion that are married among these women
is very much greater than the proportion of married women in the labour
force as a whole.

Senator CROLL: What is the next conclusion you come to, doctor?

Dr. JAMEs: This is essentially the point I was going to make. The fact
that 74 per cent of the male labour force is married compared to 60 per cent
among the male registrants is not particularly noteworthy. The difference
among the women is quite striking. Sixty-seven per cent of the women
registrants are married compared to 46 per cent among the total female labour
force.
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Perhaps I should indicate that this lack of symmetry between the marital
status of the women registrants is brought out rather clearly in the bottom
section of Chart 7.

Let us turn now from the personal attributes of the registrants to look
at some of their activities in the labour market. The question “Where do
you usually work?” yielded the results given in the table immediately below:

TABLE IV

Usual place <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>