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I amibiingingwto,ﬁour congeggnoe the best
my Minister, diT. owe, an e officers of
_ggzhggpgitmgnt of Trade and Commerce. We in Ottawa
have developed great admiration for the useful and
constructive work of 1 of Business Adminis-
tration of the Unis sity of Western Ontario in
assisting in ﬁheszVGIOPmenﬁ of executive talent in
Canada - orfieials_of our department have various
Opportunities.of observing the results of your work.
Our Deputy‘ isterg_Ered Bullg is a member Ofwyour
Bus iness School’s Advisory Committee.. We have contact
with a numbel of pusinessmen who have attended your
advanced managemen’ courses and _we employ some of the
graduates_orkyour University. T personally have also
had tne.plgasurGVOf meeting the teaching staff of the
Business A tration School . From my 1imited
observatio ‘-Of;?he*hish calibre of your instructing.
otasf it does 8ot surprise me to find that your
School of Business Administration bas become &n .
unqualified success, and that it 18 meking an .. -
imp0rtant-contribution 9 the.business_life of the

nation. e ; S ;
n mﬁéﬂgchievaments,of your business school .. ...
"'an‘inspi!&tion to other universities.  We

R Te . Banff School of Advanced Business ,
ﬁgzaggmeﬁfsﬂsponsored by four western universities.
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Currently in its fourth year, this school is doing as
important a job for the western businessmen as your own
school is doing for the business community of eastern
Canada. This year McGill University is embarking ‘on
gquite a broad programme of teaching in the field of
business administration, thus filling an important gap in
the business training of the younger generation attending
that illustrious university.

The theme of your conference today is "Business
looks ‘at 1955." - Having listened to the stimulating and
reassuring remarks of Ken Galbraith on the prospects of
the U.S. economy, I could confine my remarks to one
sentence: If the U.S. remains prosperous, Canada will
continue to do well: our domestic market is growing,
resources development and expansion of capital facilities
continue unabated, and with economic conditions improving
in the United States our exports to that country should
rise. I am sure a one-sentence speech would appeal to those
of you who believe in brevity.-- ‘If T continue with my
remarks I do so for two reasonss  first; I promised your
Programme Committee I would do 'soy secondly, I do not want
our visitors from the United States to leave with the: 0
impression that the Canadian economy is so closely linked
to the American economy ‘that it ‘O0f necessity follows' the'
economic trends of our neighbour to the south. The
events of the last decade suggest that the similarity of'
economic trends in our two countries which has been pretty
much taken for granted for the last three-quarters of @~
century, may be less marked than we have been accustomed
to assume. I shall come back to this point later. !

o

Economic Problems of 1954 Point to Both the Strength and
the Weakness of the Canadian Economy {38 YC

There are two ways in which business can ‘lock at
1955. One 1s to marshall all the bits and pieces of
information that indicate-the sales, costs and profit
prospects and related matters of interest to business
executives. - The other is to examine some of the basic
economic forces and problems that will influence the course
of the Canadian economy over the next several years. T
shall take this latter approach in line with my assignment
which is: "The Canadian Economy - Its Strength and Weak-
ness." In my concluding comments I shall bring out a few
of the implications for the near-term economic outlook.

It is probably quite appropriate that we should
take stock today: where the Canadian economy stands now
and where it is going. Over the last ten years we have
heard a good deal about Canada being a booming country, &
nation with the lardest currency in the world, and a lénd
of milk and honey. Amid all this praise andygenerdl
optimism the fact that we also have many economic problems
and some weaknesses in our economic armour has not
received the same public attention ss have the wonders of
Canadian economic achievements: the equivalent of five
average wheat crops in three years; over 100,000 houses
built a year, three times the pre-war rate: major trans-
portation projects: the St. Lawrence Seaway, the Canso
Causeway, the Trans-Canada Highway, and new ﬁailways
opening up our northland; resources development on a 1arge
scale all across the country: the Kitimat aluminum prOJQGt
in British Columbia, the discovery and development of 041l




berta, of uranium in Saskatchewan
9

and natural gas in Al
in Manitoba, and of iron ore and

of nickel and copper
in the central and Atlantic

non-ferrous metals

provinces. And to top it all, a continuous and

unabated rise for close: to a decade in both the nation?

output and the nation’s expenditure on expanding the 45
i1ities of this country on which higher

productivity and a higher standard of living so heavily

depend.

In 1954 our attention has agaln been drawn to
the fact that a northern economy like Canada, dependent
as much as it is on favourable weather conditions, cannot
be relied upon to produce record crops every yearf The
law of averages was bound to catch up with us, as it did
this year. Rain, frost, hail; wind, insects, rust and
other blight all took & serious toll of this year’s crop

y turn out to be the

As a result the 1954 wheat crop ma
-war period in quantity and the

smallest in the post
poorest in quality. Smaller crops this year are also
barley, T¥e and potatoes.

indicated for oats;

, the Canadian economy being heavily
dependent on foreign trade t help but be affected
significantly by declining markets abroad; particularly
in the United States. Add to this the growing competition

ng industries, in particular, had

which Canadian fabricat
can see that the

to face from foreign imports and you
n objesct lessol on why a free enter-

year 1954 provies & ]
prise economy depending heavily on favourable weather and
export trade ~ two factors over which
Canadians with the pest of intentions have no control =
cannot be expected to top each yeaT the preceding year's
. economic record.
Visitors to Canada o- learning of our crop
failure, decline in exports and rise in unemployment,
might readily conclude that capada is in the midst of a
serious recession. well, for tunately there are many
trength that have remained in

elements of basiC S 2
evidence during the year: & continuation of our
lopment programme, & record volume of

a high volume

resources deve
residential and commercial construction,
of consumer Spen d l1ittle change in government
s national product, .
during the first half

ding, an
outlay. AS @ res 5
ricultural sector
ar's record
have been &

excluding the 28
of the year was T
levels. . In the third quar
little aheads | ‘ |

ord-of:1954 points more clearly

The economic rec - 575 B s
th ther post-wal years. tol/some :
We?g iﬁ :ome og the weaknesses of the Canadian economys
11 per cent © me is earned in
agrgculturee gross national product
Consistsuor’Canadian exports. Hence, & pooTr crop coupled
with an dverall,decline in our sales aproad cannot help
but affect the Canadian ecopomy more adversely than that

other industrialized society. ~But these
ith us all along.

of almost anyknesses that have beel W

are basic weé ,
arned to 1ive with them. They arise
Perhaps W P37 lfc conditions and the structure of our
tly influenced by the

out of our climat
n turn is grea
industries which 3 £, ours nagiraliresourons and our

:ziiiggititgege n a world competitive basis.
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Character of Current Economic Problems

What I would like to discuss with you today , how=-
ever, are some of the economic problems arising out of
elements of both strength and weakness in our economy.

Most of our economic problems are not just questions of
black or white. Instead they are questions of what shades
of grey, the lighter or the darker kind.

Some of our current economic problems are said to
arises (1) out of the dnability of some of our manufacturing
industries to compete against foreign imports, necessitating
lay-offs in Canada; this has led to demands for increased
protection; (2) out of our too great dependence on the U.S.
market, making Canada subject to the at times substantial
fluctuations of the American economy; this has led to com-
plaints about "too many of our eggs being put into one
basket™; and (3) out of our dependence on a basically free
enterprise economy with its problems of industrial adjust-
ment, unemployment and business losses; this has led to
demands for the government to take up the slack whenever and
wherever it occurred.

We hear a good deal about these three problems
these days. They are, however, nothing new. Other generatiof®
before us faced them, and I believe the next generation will
face them also. It 1s true that the manner in which we
handle these problems will have some effect on the kind of :
economic situation we are facing. But the point to remember 1°
that these problems are always with us, No simple and clear-
cut solutions appear to be in sight, Each generation has tO
meet these same problems the best way it can. All I propose

to do today is to sketch the problems for you, I shall not
offer any solutions.

Foreign Competition Facing Canada's Fabricating Industries

Some of our manufacturing industries, for exampleés
our electrical equipment and textile industries, have found
it necessary %o curtail operations in 1954 ang éo lay off meb-
The reason given was not so much deelining markets ~.though
this was the case in some instances - but the inability of
these industries to compete against lower-priced foreign
imports. Now the case is being made that the solution to thi®
problem is to be found in providing incresseq protection foT
these industries. This would enable them to sell their
products at higher prices in the domestic market and to keeP
lower-priced foreign-manufactured commodities out of the
country. Whether increased protection is meritorious or nob:
whether 1t is the solution to the problem or not, is a matter
for Parliament, the g0vernment, the industries'a%fected and
the general public to decide., The point we may want to
consider is the economic ramifications Of this problem.

the Canadian rates.
About half of our national income is earnegcgﬁogg-gggled

commodity-producing industries, coverip ur
resources industries, our advanced manu%aggﬁrggépggdggtgies9
and the construction industry. The other half of our natiod?
income is earned in service industries, by people working 17
the utility industries, in trade, financial and general
service operations, or employed by governments, I1f resouroes
industries are defined broadly to include not only the
extraction and growing, but the processing as well, of
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agricultural, fish, mineral and forest
these industries are responsible for clgzgdggtis et
of the national income earned in the commOditymWOPthawds
sector. Hence you cal divide our national incogroducing
speaking very roughly, into three parts: onewthgsd i
earned in the resources industries, one-sixth in ih -
advanced manufacturing and construction industries .
one-half in the service industries. » and

oQur service industries and our con

industry are largely jomestic in character. S%ﬁg§t§§n

comparatively 1ittle foreign competition, mainly becge

of the regional or local character of their service ouse

product. Hence in relation to foreign trade, our conr

is primarily with the resources and fabricating indus§:§gs
Canada’s resources industries are among the

most efficient in the world., Mainly because of the high

can sell tham at competitive

quality of our resources; We
prices in most foreign markets. The businessmen who

develop these resources asually earn pretty good profits
and workers employed in these industries draw fairly <

high wages. Thus, our resources industries set a profit
Canada that has contributed greatly

and wage pattern for

to the high standard of 1iving which Canadians enjoy

and that has provided an incentive for businessmen té
tailed in jeveloping our resources.

take the risks ef
Canada's service and construction industries v
have been able 1o meet the wage and profit standards
set by the resources industries, and have been, by and
large, fairly successful 1n their operations. The
reasons are the national scale of operations in some
sectors, €.8: department and chain stores gnd financial
institutions, and the monopolistic:i or semi-monopolisitic
me .other sectors; e .8 Canada's utility
1 advantages

position of SO .
industries. n still other cases locationa
e.g., 'in the contruction

have been the deciding factor,
and general service pusiness. Hence you have about
five-sixths of the Canadian economy in which the general
claim that we have @ high-co cOon imply does not
construction‘and service

apply. Canada's resources; '
industries appears under normal circumstances, to Dbe able
wages and profits they pay for the

to afford the high
reasons 1 have just outlined. in faet, but for the .k
high rewards

ability of these jpndustries to offer such g
to their workers; anadians would not have the high
standard of living they now enjoy:

The interesting thing is ~that our resources
industries; t the wage and profit pattern for
other industries jn Canada, &are also our most efficient
industries. If they were not as - efficient as they are;
would Canada be the world's leading gxporter of news-=
print, wheat nickel and gluminuis ow what happens t0
our fabricatlng industries when they are faced with
the necessity of paying wages and of offering profit

imilar to thosevprov1dedvby our resources;
ries? Some of our

Opportunities sd il 0
c and serv v
P acturing industries have -the advantages of
our farm implement and

advanced manuf " i

o on 080
large-scale opera : ‘o mapufacturing industries
‘ 1-able to hold

fertilizer industries.
are among bthe most efficient and are we
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their own against foreign competition., 1In fact, they are
able to compete successfully in a number of markets abroad.
There are, however, some other manufacturing industries -
I have mentioned two examples, electrical equipment and
textile industries, and I could add others, e.g., the
transportation equipment; the plumbing and heating equip=
ment and the boot and shoe industries = which do not have
the advantage of catering to a mass market. Hence the
smaller scale on which these industries operate prevents
them from producing as efficlently as, for example, some
of their American competitors notwithstanding the fact
that the latter may be paying higher wages and making
greater profits than their Canadlan counterparts. Nor have
these Canadian manufacturing firms the advantage of lower
wage costs that similar firms may have in the United
Kingdom, Western Germany and Japan,

Given the present tariff structure, a number of
Canadian fabricating firms are well able to hold their own
in the domestic market against foreign competition by
concentrating on the production of the articles they can
turn out most efficiently. Some of our industries, however,
are unable to do so and 1t is from these ranks that the
demand for increased protection comes. 1In the present
stage of Canadian economic development and technological
advance, these industries are responsible for perhaps 5
to 10 per cent of Canada's national income, (Precise
measurement does not appear feasible because the competi-
tive position of various domestic industries in the
Canadian market vis-a-vis foreign producers changes from
time to time). :

Some people suggest that the manufacturing
industries which cannot meet fair foreign competition are
inefficient and therefore do not deserve any sympathy.
Given the baslc economic facts of Canadian life, I person-
ally cannot agree with this oversimplified conclusion,
For the operations of these industries are circumscrived
by the slze of a market which prevents them from reaping
all the advantages of mass production. The costs of
production of these companies is determined largely by
the wage and profit pattern set by our resources
industries and followed by our construction and service
industries. Hence our advanced manufacturing industries
have little cholce but also to follow this pattern, The
point I want to make is that many of oup fabricating
industries are as efficient as is humanly possible
taking account of the handicaps they are facing. :

It is not for me to e ress an
whether Canadian industry shoulgpbe giveg Zéngiggggt
protection or not. But it may be useful to remember that
there are economic arguments that further protection of
Canadian industry would hamper the ex
industries, which as I menti
most efficient industries, a
focidol%ar t?:hgreatest contri
national wea and in one way or anothe
individual Canadian. The reason why ourreiggﬁtor wden
industries would be affected is 8imply that our cus-
tomers would be earning fewer Canadian dollars from
selling to us, And if they sell less to us, what
alternatives have they got but buying less from us?
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There is also the added int "
point that Canadian
Wguld have to pay higher prices for many @Omiggiggers
which could be imported at lower prices from abroags
account Canada’s interi i

zogﬁd also have to take into
ational trade obligations and our strate i
negotiations with our custgmers and suppligisjn s

1 need hardly remind you that, on th
hand, -a case can also be made for encou;aging ?u§§§§§

industrial development through added protection,

Advanced manufacturing in Canada means greater use of
duced in our own country.

%%nleT the raw materials pro

also means added employment and income opport

in such industries. As I understand governggnt ggigies

policies, their chief objective is %o work with other
dual reduction of trade

like-minded nations towards a gra
flow of international

barriers and to increasing the
g its broad poliey, the govern=-

commerce., While this i

ment is always willing to look at specific cases of
individual tariff items when industry feels that=ito
suffers hardships, a8 you can see from the number of
hearings before the Ccanadian Tariff Board. The point

I would like to make is that there does not seem to be
any easy and clear-cutb golution to the problem of foreign
Cogpetition in our domestic market in sight, and that
this problem 1is l1ikely to affect the economic outlook in
Canada for years toO comeo

on.Trade with the United States

Canada’'s Growing Dependence
now to our Sé€

cond problem which is

To turn
being described by some as & great weakness in our current
economic position: our to0 heavy dependence O the United
point 1is being made that we

States, Specifically, the

latively more to the United States than
we used to. This 18 quite true. Tn 1929, 44 per cent of
our commodity exports went to the United States. In
1953 the proportion was 59 per cent. But much less
attention is being paid to two corollary developments:

(1) We are now &180 buying relatively more
from ‘the United States thal we used to. Cepada’s
imports from the U.S- amounted to 73 per cent of total
imports in 1953, as against 69 per cent in 1929. Given
the present internationa i w else could .
Canadians pay for increasing imports. from the United
States but by inc to them? In fact,

Canadians

reasing our gxports :
in our trade negotiations with the Americans,
have persistently made the point that they are not
selling enough %O the United States: (As you Know,
Caneda'’s commodity trade deficit in 1953 with the U.S.

was $758 million.)
domestic market has grown

(2) The Canadian

more rapidly than our markets o U.S. Between 1929
and 1953 real gross national product rose by 127 per cen,
or at an annual rate of 3.5 per cent (compound ) o

Canadian commodity exports i g in volume terms by
95 per cent OVeT the period &s @ whole, equivalent o an
annual average rate of increase of 5.8 per cent »
(GompOund)c This means: rye we are putting more
eggs into one pasket - only the basket is Ccanade and not

the United States.
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Canada Becoming More Independent of Economic Events in
the United States..

The fact remains, however, that the largest
proportion of our trade is with our neighbour to the
south., Remembering the experiences in the "thirties, it
is understandable that some people are worried about what
substantial economic fluctuations in the United States may
do to the Canadian economy. The suggestion is made that
every time Uncle Sam sneezes we in Canada, together with
our friends in Western Europe, are likely to catch a cold.
Well, the evidence of the last decade ‘'suggests that this
diagnosis deserves re-examination.

Here is what happened during the last two
recessions the United States experienced, one in 1948-49
and the other in 1953-54. 1In the first of the two U.S.
recessions since the end of World War II, Canada continued
on her path of economic expansion. "In the more recent
period of adjustment, declines in economic activity that
did occur in fanada were of much more moderate proportions
than in the United States. Let me give you a few
quantitative illustrations:

Percentage Change

4th Quarter 1948 2nd Quarter 1953
compared with compared with
4th Quarter 1949 2nd Quarter 1954

W8 Canada 0.8 Canada

Gross National
Product?l?

Gross National
Product (excluding ‘
‘agriculture) (1) =02 #2.8 -3.9 0.5

Gross Domestic x :
Investment (ex-

~4.2 78.0 ~3.8 =047

cluding i?ventory

Change)(l =5°2 71004 m2°2 “"300
commodity Exports  ~19.4 = . -5.0 . -g.6 -10.8
Gonsumer Jkd}(i)tug B #;

Expenditures 1. % 16,9

Government (1) ¢ 7 71.0 73.6

Expenditures 7.4 38 Geo a0l &
National Secufi§y o 7 9.6 2.8

Expenditures(l - =(2 220 & g
Index of Industrial - S 9.0

Production =7 .3 0.3 3 ot
Population(3) #1.7 ?202 %?:é : %g°g

Why have Canadians been S
effects of the last two U.S, recess?%i:? :ngg;geiigﬁcgf o
shared by a number of European countries particularly in
the more recent period? Well, in the case of Canada our’
more rapid growth of population and of the domestic
market as well as a continuation O0f our resources develop~
ment had a good deal to do.with it, Ag far as Western

Europe is concerned, these countries have finally reached

(1) Seasonally adjusted
(2) Not available, ek

(3) As of June 1.
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recovesy = from the dist
the "thirties and the ravages of World War I§eiswﬁ§
has enabled them to take minor downward adjustmentsch
taking place 1in the economies of North America in

if the United States at some

their stride. Mind you,
ally serious recession

future date were to have a& TS
or go down hill to a full-scale depression; no doubt

Canada and the rest of the world would feel
quite~severelyo' But what I think should be ggzoéﬁ§§°§
is that the economies of other countries are develo i
some basic strength of their own that makes them soﬁ Eg
what more independent of economic events in the Unit:d
States than they are generally given credit for.

a stage of economic

The implication for the near-term economic
outlook is:z If the sconomic situation in the United
S?ates improves, a8 most Americans seel to think it
will, Canada’s export trade with that country should
benefit., If, on the other hand, the economic situation
in the United States continues on its present course of
showing little improvement for another year, the Canadian
economy may not be seriously affected as long as most
of our overseas customers continue to do fairly well
as they appear tO be doing at present and as long :
as overall domestic demand continues reasonably firm.

Problems of Business
t I would like to touch

- The third problem tha
upon relates to the general problem of the economic
dian industry has to face from

ad justments that Cana
time to time. The same is true for many Of Canada‘s
municipalities which gain or lose industries and for
most of Canada’s working population who change Jjobs and
venture into diffe In the last year or
so when this adjustme re pronounced than at
any time since the end of the last war, the clamour for
governments to steP in and do something about this
problem has been inderstandably greab. I have given
one example of the type of government action asked for
protection. Other demands

by some industriess increased
y from extending social security
blic works,

have ranged all the wa
coverage toO initiating & pbroad program of pu
tracts toO non-competitive

from awarding defe
. ing subsidies O keep declining

industries to pay
industries from closing down, fromoreducing the
rohibiting exports of certain

immigrants into canade %0 P
industrial raw materials.
most of these demands for

obviously; if all or

government action had been heeded; the Canadian economy
would have beel transformed jnto one very different from
the free enterprise S00 ety it 1is nowo Iet me hasten
to add that it is not for me to say wha? government
economic polioies are most appropriate in tge present
period of economic adjustment or at any period. This is
a matter for the business community s the trade unions,

in general to 00n81der9.and for the various

and the public
legislatﬁres and governments to decide.
e can conceri ourselves today with

haps W
s peiioﬁ: If the Canadian economy is toO
character, if

the general ques
rivate en
ically P g gre to be

maintain 1ts bas Yha
rces rather jgtribut ion

market fO
the deciding factors in the P
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of goods and services and the use of the resources of the
country, are there some things that are almost unavoidable?
Let me illustrate this point.

In a private enterprise economy, profits are a
prerequisite to the successful functioning of the incentive
system. There should be no need for businessmen to feel
apologetic if they make profits. But in a competitive cow i i)
society businessmen must on occasion expect losses. Nobody
likes losing money in business but at times the threat of
a loss or the realization of a modest loss may be essential
for long-term growth, It 1s a warning signal that the firm
is not doing so well; it represents an incentive to improve
efficiency, to eliminate non-essential expenditures, to
develop new products, to find additional markets: in other
words, do all the things that a free enterprise economy has
the right to expect from efficient management . :

This, in fact, is a basic Principle recognized in
Canadian income tax laws. As you know, Section 27(1)(e) of
the Income Tax Act, 1948 (as amended) gives businessmen the
right to carry backward losses for one year or charge them
against profits in the following five years.

Problems of Labour

The situation is somewhat analogous in the case
of men finding and losing jobs. If every man had a secure
job from the time he started working until he retired,
the opportunities for personal advancement and for indivi-
dual betterment would be considerably less than they now are.
Even more important, it would prevent the nation from making
the best possible use of its manpower resources, and
Canadians would have to be content with lower productivity
and a more modest standard of living than they now enjoy.
In reality there 18 & premium on mobility in Canada. The
reasons are quite simple, The prate of economic development
varies from regilon to region and with it the opportunities !
to find better paying jobs. If the Canagian e conomy is to
continue tO increase its productive capacity as rapidly as
it has dn the past, it is desirable that our labour force
can move from one job to another when the opportunities
present themselves. In most cages this may take the form
gi %gziggmgrggcgigtgirmAgot%gother firm in the same industry
° es 1t may mea v
one industry in one locality to the sgme igdﬁgtiggiirgﬁother
locality. In still other cases; particularl A
loyed in declini 9 arly where people
are employ ¢llning industries. it may involve
R D S5 Bhe past of the warkesito take o Job in &
different industry., Labour mobility s :
‘ g Yy sometimes requires
quite a significant adjustment on the part of thos
affected, and in making a cage for i —
sympathetic considerati >t hers is need for &
on of the human Problems involved.

There are other types of
those occurring by reason of seasongf
demand, sickness of the worker, ete,

employment , such as
lay-offs, lack of




mll;

Regional and Local Economic Problems

s the economic ad justment that
o from time to time,
Other communities may

Then there i
regions and localities underg

Some cities expand rapidly-
4@ losing population. Some

Ee cintraoting in size an

eople seem tO think that the problem of such

ing areas cal be solved by public works. I? sﬁgilinw
projects were of a constructive type and 'not:of the

"leaf raking® variety, they contribute very little
mmunity. But even if they

;0 th; development of the cO
~are of a constructive type they might onl
for a short while the ultiﬁate adjustment ﬁfpgigpiﬁit
is necessary for economi¢ reasons. This is not an o
argument against public workss - It is rather-a.

help & basically

suggestion that public works can
healthy area to overcome temporary problems of economic

adjustment They can further strengthen im
ento L ‘ rov
expand the public facilities @ growing a;ea geed: g
But public works can do 1ittle - except in very S§ecia1
circumstances = %0 transform an economically unsound

area into a yigorously growing community.

tion for the near-term-economic

tinuing to operate as & basically
is this: the

to make profits and for

' .The - implica
outlook of Canada con
free enterprise economy simply

OpportunitieS’for businessmen
workers to find jobs are 1ikely to continue t0 be

fairly good and most Canadian-communities are likely
But earning a profit,

to experience further growth,

finding and holding & Jobs and dealing with local
problems of ad justment are 1ikely to be more difficult
than has been the case since the end of World War II.
n a Period of Economic Ad justment

Role of Government A

As to the role of 8oV

it faces 1s: whether tO take @&

assistance tO each industry oT 3
time it loses business, to guarantee & new job every
loses his jobs and to come to the aid of a

e it-gets into trouble = OT
whether to take S ral action as is most
e to facilitate the continuing growth of the ‘

appropriat
including ample employment
a whole and sufficient

Canadian economys

OPPOrtunities in the country as

total demand tO enable ity of-business firms,

farmers -and fishermet e successfully.

Of these two alternative . |
has chosen the latter. Let

the Canadian Government o
me indicate of the GoYernment thinking on |
this point as €X y ster, Mr. Howe, in
a recent address: "The covernment (
effort to create by al s 1
hich the~initiat1ve9
sg- can contribute

ernment; the problem
etion to provide special
ndividual firm every

conditions Wi ,

and resourcefulness of private_busine
gion of b siness and employment o o o This
of‘government policy;

to the expan

attitude ermes -

P ion mcnetaryrpolicyfand credit policy
ntinuing expansion

ineluding taxab(i 3 : o o
“mhe object (18 o promo
no jnflation - ¢ _The 'time may come
hasis on supplementary

and to discourase
to be greater emp.
and incomes.

when there has 1@

measures to ma intain employment s
ensure that easures, if they do
become necessary: + interfere with
the attainment of a highly productive; 1ow-cost,
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efficient economy."(1)

Implication for the Near-Term Economic :Outlook

In coming to the end of my remarks, let me draw
together some of the implications for the economic out-
look for 1955,

Factors of Strength. Factors of strength in the
Canadian economy that are likely to influence the pattern of
next year include:

1. Continuation of population growth; currently
close to 3 per cent per annum, and with it increaseéd
opportunities to do business in an expanding domestic
market.

2,  Continuation of resources development and
the housing programme at a high level, ,

3, Improved prospects for export trade = to
the United States 1f that country resumes its path to
further economic expansion, as has been suggested; to
countries overseas as their economic ang exchange situation
continues to 1improve.

4. Increases in productivity which strengthen
the competitive position of Canadian industry and make “it
possible for Canadians to earn higher profits and higher
wages.

Factors of Weakness.  Factors of weakness in ‘the
canadian economy that are Iikely to affect the level of
activity in 1955 include:

2, Foreign competition isilikeély to 3
48 ély to continde
to cause difficulties for some of our advaﬁcgd manua-
facturing industries,

3. The ratio of unemplo -
labour force is likely to remaig hiéie;otﬁgg';g:%lwe
have been accustomed to during most years in the post-
war period. While some of the income losses of those
laild off will be offset by receipts of unemployment

insurance benefits, the by
woul@ Be.redided o ying power of those affected

4, Uncertaint
likely to result in the continuatio

¢ outlook for 1955, that
ned if the U.S, economy con=
Stead of "forwards" and if

optimism could well be dampe
tinues to move "sideways” in

T1) "The Role of Government"
h address b K BLRL
A 00 JD; Howe , Ministergor Trade agd

Commerce, Cana
PP, 5 and 5. ren Olub, Toronto, April s; 1954
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ade policies lose some of

U.S. economic and tr
1ities and become more pro-

their leadership qua
tectionist.

Conclusion

Balancing these elements of strength against
the elements of weakness, you can comeé up, depending
on the weight you attach to each of the components,
with one of three answers: that the Canadlan economy
ell next year as this year, a

may be doing about as w
But there is little

little better or & 1ittle worse.
st at present that we can expect a

evidence to sugge
ma jor change in the economic climate, either in our
United States.

country or in the
personally, I continue to be confident in the
ability of the Canadian economy %O take adjustments in
1ts stride, I think that the business prospects for
pecause I believe in the

next year are pretty fair,
basic soundness of the Canadian economy. I am certainly

heartened to learl that this view is shared by a
majority of the 200 business executives who have been

polled about the economic prospects for 1965. = The
inistration of the University

School of Business Adm

of Western Ontario has undertaken these surveys of

business executive opinion for five years now. Most

of the time, the results have peen remarkably

accurate, indicating how close Canadian businessmen are
omic scene. I can assure you that

Eg the Canadian econb i ommunity about the
e judgment of the Dus ness ¢
Judgme tudied in Ottawa, as well

economic outlook ijg carefully S

as in all other parts of Canada. Let me close by
congratulating pusiness executives on their foresight
and the School of Business Administration of the
University of Western ontario on its skill in organizing
these important surveys:
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