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Canada's economnic prospects moving in the right direction

The foilowing passages by Gerald K. Rouey, Gopernor of the Banik of Canada are front
an address to the Canadîan Club of Toronto on November 28:

So far as the current economic situa-
tion is concerned, there is no shortage of
difficulties to point to. Unemployment
remains undesirably high. In recent
months food prices have produced a sîgni-
ficant bulge in the rate of increase in con-
sumer prices. Although there has recently
been some recovery i retail sales, con-
sumer confidence does not seemn to be
strong. Business confidence is also at a
rather low ebb, judging from the level of
new investment i plant and equipment
i fields other than energy. On the ex-
ternal side, we have been making progress
in our merchandise trade but our balance-
of-paymen ts deficit on current account
remains very large and we are fmnancing it
by goîng into debt abroad at a rate that is
correspondingly high.

That's one side of the current picture,
but there is another sîde. There are factors
at work in our economy which, given
tinie, should considerably improve our
situation. Indeed, 1 would argue that the
Canadian economny has now in fact made
many of the adjustments that were neces-
sary in order to allow it to performn better
and to compete more effectively with the
rest of the world. Thus, while the bad
news is that our economny has been going
through a difficult period, the good news
is that we may already have completed a
large part of what was bound to be a dif-
ficult joumney. Much of the essential
groundwork has already been laid both
for a pick-up in the pace of economnic
activity and for a bettes eost-and-price
performance - provided, that is, that we
stick to the course we are on.

Wagc Settlemenits
The most fundamental way i which we
have been gettig our economy ito bet-
ter shape is through the progress that has
been made i reducing inflation. On that
front we have seen a remarkable modera-

tion of the average size of negotiated
wage Settlements - fromn annual increases
that were running in the 15 to 20 percent
range back in 1975 to increases that are
currently averaging no more than 7 to 8
per cent a year, and that soon, now that
the new guideline is i effect, should be
down to 6 per cent or less. Thus the rate
of increase in our labour costs - a funda-
mental determinant of our ability to comn-
pete internationally - is 0w back into
mucli the saine range as that of labour-
cost increases abroad.

Consumer price index
At first glance the recent trend of the
consumer price index would seemn to be
at odds with the view that the underlying
pace of inflation i Canada is continuing
to moderate. But here is an instance
where appearances are deceiving. An un-
usual temporary down-swing, in food
prîces i 1976, combined with the effects
of a strong Canadian dollar i holding
down the prices of imported consumer
goods, gave an exaggerated impression of
the degree to which our undcrlying price
performance was iiproving at that time.
A renewcd bulge in food prices in 1977,
combined with the effects of a substantial
decline in our ex.change rate, have corres-
pondingly obscured the, continuing in.-
provemnent in our non-food price perfor-
mance over the course of the present year.
Taking the two years together, the over-
ail rise i the consumer price index to
date has flot been grcatly out of line with
what -had been hopcd for back i 1975
when the anti-inflation programn was first
introduced. It is hoped that the prices of
foodstuffs both from domcstic and foreign
sources will not continue to risc at such
high rates much longer. Meanwhile, the
recent weakness of world prices for many
industrial commodities, together with the
decline in Canadian interest rates fromn
last year's levels, both represent - for thc



timne being at least - somie relief from
pressure in these particular areas of pro-
duction costs.

Expenditure control
Other important adjustments that have
been made in the economy include a

furmer control of expeudituies by govern-
ments across the country and a Iess rapid

rate of monetary expansion. This relatively
mnoderate rate of monetary growth has

been accompanied by a decline in short-
term interest rates, which are now signifi-
cantly lower than [they werel a year ago.
The same is true of mortgage rates. Long-

tern rates have also declined. Interest
rates are not high now in relation to the

underiying rate of inflation. Funds are

readily available to creditworthy borrow-
ers in f inaucial markets and from fmiancial

institutions. Whether looked at in relation

to our mouetary targets or in relation to

credit conditions, the current setting of

monetaty policy is not, in my view, i-

peding the achievement of more satisfac-
tory levels of output and employment in
Canada.

ing a solid basis for a resumption of more
satisfactory rates of growth of output and
employment in Canada. 1 arn in fact

hopeful that we will see the beginniflg of

this better performance in the course of
the comîug year.

Requirements for success
For this hope to be reaiized various things
mnust go right. Oue of them is that the

economnic expansion that is curreuitly pro-

ceeding in the outside world must con-
tinue....

Another thing that must go right is a

strengthening of business and consumer
confidence in Canada. Confidence js usu-
aily at its Iowest ebb just before ecouomnic

activity finally begins to pick up, but it

stîeugthens quickly with an uptumn in

activity. It is not unreasonable to expect
signs of such a revival to make their ap-

pearance before long given the prospects
for somnewhat stronger growth ini total
spending and the improvement that has
occurred in oui competitive position....

Perhaps the major requirement on the
domestic scene conceris the wage-aud-
price setting behavioui of Canadians in

the period ahead. For the remainder of

the control pîogiam, the basic guidelîne
for pay increases has been held down to 6

peu cent, and profit-margiii controls will

remnain in effect for most firms through-
out 1978. These arrangements should be

of considerable help in limiting the price-

and-cost impact of the decline iu oui ex-

change rate. But what will happen as con-

trois corne to an end? What will be left to

keep cost increases from greatly outstrip-

longer-run considerations in the desire to
help bring about a quick improvement in
economic activity. The other is to overdo
monetary expansion by accommodating
passively whatever rates of inflation are
generated by excessive pay and price in-

creases. Neither does any good in the long
run...

It is clear that we Canadians are going
to discover the answeîs to some critical
questions in the next year or so. We are
going to fmnd out, for example, whether
we can make oui relatively free market
system of price and income deteimina-
tion work again. There are the other risks
and uncertainties that 1 have .mentioned,
and more. Small wonder that there is a

range of views about the likely perfor-m-
ance of the Canadian economv in 1978....

Whether or flot things woîk out as well

as this ini the Canadian economy in 1978
will depend ini large measure on the re-

sponse of Canadians in their wage-and-
puice behaviour to the cuitent setting of
public policies.

There is no doubt that we can, if we

are s0 inclined, revert to saddling oui eco-
nomy with costs of production so higli as
to perpetuate existing unemployment
levels, further erode the value of our

money, and thiow away the chances of
achieving the degree of prosperity that a
country as potentially rich as Canada
ought to be able to afford its citizens.,

1 believe that Canadians have too
mu.ch comamon sense and too much sense

of community responsibility to respond
to the challenge of the times in that way.

1 believe that we have ail leaîned some
painful tessons from our recent economic
history, and that we are indeed making
progress in overcoming oui economic
pioblems. Oue hears a good deai of pes-
sirnistic comment these days but 1 suggest
that, as is often the case in ecouomnic mat-

ters, much of it is well out of date. Such
pessimismn would have been more appro-
priate a few years ago when we were

really headed for trouble - for example,
during the period when money mecomes

in Canada weîe increasing by as much as

15 to 20 per cent a year while increases
just across the border weîe far smaller.
How did we imagine that was going to
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Co-ordinator for UN special session
on disarmament

Kenneth Wîlliamson, a senior officiai of
the Department of External Affairs, has
been appointed co-ordinator for the Uni-
ted Nations special session on disarma-
ment to be held in New York, May 23 to
June 8, 1978

The Government considers it import-
ant that Canadian public opinion about
disarmament and the views of those with
expert knowledge and particular concern
about international developments ini this
field should be fully taken into account
ini the formulation of Canadian policy on
issu-§es oe the special session. Mr-
Williamson will ensure that close contact
is maintained with interested groups and
individuals by personal contact, participa-
tion in meetings and discussions with
consultative panels composed of indivi-
duals with expertise in this field.

Quebec's French-speaking majority
on the increase

The francophone majority in Quebec,
which rose by more than 200,000 from
1971 to 1976, is now, over 5 million, ac-
cording to National Health and Welfare
Minister Monique Bégin.

In the saine five years, thie anglophone
and "other language" groups in Quebec
have increased by barely 3,000 persons
each, with the result that Ouebecers.

Ontario and New Brunswick have weak-
ened in the past five years. In New Bruns-
wick the population with French as its
mother tongue lias dropped from 34 to
33.6 per cent of the total from 1971 to
1976. In Ontario it lias dropped from 6.3
to 5.7 per cent.

"These trends can liardly move one to
be complacent. There is most certainly a
French-Canadian demographic problem,
but it is in the anglophone provinces, flot
in Quebec. Tlie separation of Quebec, in
addition to meaning the 1setting in of
demographic stagnation, would not re-
solve this problemr in the least, but on the
contrary, be absolutely catastrophic for

the million francophones living in other
provinces.

"We, the French-speaking federalists,
therefore, are of the belief that we work as
liard as anyone for the maintenance and
assertion of the Frenchi culture in North
America. The difference is that we work
where the threat is a real one, where the
position is tlie weakest....*

"In a word, we are fighting to make
Canada a land wliere a majority Frenchi
Quebec will feel more at home, more at
ease. This is the object, linguistically and
culturally, of the Canadian challenge.
We believe more than ever that this chal-
lenge warrants being issued."

Canadian birthplace honours Netberlands princes

an engravea miniature lock-stone, carved
from the original imestone used to build
the walls of the canal, and wit/ a book
outlining the history of Canada's canals.
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Major study of marineeniomn
before oil-drilling begins

Indian and Northern Affairs Minister
Hugli Faulkcner has announced a $13-
million "unique" envîronnenta1 research
program in the Arctic waters of Baffin
Island, which hold potential for some of
the Iargest unexplored oil and gas-bearing
formations, in C anada.

"The Eastem Arctic Marine Environ-
mental Studies (EAMES),'" said Mr. Faul-
kner, "will enable us to determine the en-
vironmental constraints on a systematic
basis before any offshore exploratory
drilhing for petroleum miîght be allowed in
the eastern Arctic."

While oil companies had permits to ex-.
plore in the area and a substantial amount
of seismic surveying had been done there
in recent years, said the minister, offshore
drilling had not yet been permitted.

Unique project
The four-year studies, which will cover
Lancaster Sound, Baffin Bay -and Davis
Strait, were unique for a number of rea-
sons, said Mr. Faulkner. Among them:
a It is the first Urne research will have
been carried out before authority to dril

,, Lt is the first time the potential effects
of exploration will be examined on a
broad regional, ecological, rather than on
a "site-specific basis".
e The major portion of the cost will be
borne by the petroleum industry.

How the money will be spent
Some of the programs involve:

Oceano.graphy - To provide a descrip-
tion of the ocean waters, with emphasis
on currents and their variability. Also to
provide a knowledge of wave action.

Weather and related factors - To im-
prove the ability to predict the direction
in which oil spiils would move. The pro-
ject will involve collection of information
concerning distribution of sea ice; the
formation and characteristics of the sea
ice; and detailed weather information,
particularly from offshore areas.

Sea-ice scouring - To collect informa-
tion on the scouring of the ocean floor by
sea ice.

Land-use maps - To create a series of
maps showing the surface geology of the
coastal area; the biological resources;
sensitivity of the land; current land use;
ice distribution; and type of coastline.

Sea mammals - To gather information
on the number and movements of seals
and whales; to help identify areas and
times when the mammals niay be sensi-

Thze birth of beluga or whsite w/sales has
neyer been witnessed or recorded. T/se
beluga w/sale 's main food jr squid, polar
cod and invertebrates - predators are
killer w/sales, polar bears and mat.

ported having seen seais that were
not frightened away by the noise of
outboard motors and asked if it was
possible they had been deafened by
seismic exploration explosions.

Dr. Norman Snow, a biologist
with the Department of Indian Af-
fairs and Northern Development, ex-
plained that it was quite possible
"that seais, like men, cau have their
hcaring damaged".

He cxplained that seals' cars are
very similar to those of men, "and
studios have shown that the constant
noise of artillery can cause perma-
nent damage to men's hcaring. Iu
effect, a part of the car dies and does
not grow back. Seals could certainly
b. affected the. saine way."

Large maie polar bea>'s stalk the leads for seal birth-lairs, make the kili, then eat only the

aklin and some blubber before moving on. T/te remaining carcasses provide food for

female and young bears and Mv-tic foxes which would hav'e difficulty flnding enough
food for *hemseves.
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tive to disturbance by drilling or oil pol-
lution. The survey will use shore bases,
aircraft and ships.

Sea birds -To identify migration rou-
tes, feeding areas and the general ocean
areas used by the birds and to find out
when they use each area. Aircraft and
aerial photography wil be used.

Polar bears -To provide information
concerning the distribution of polar bears
by means of aircraft sightings.

Polar bear body temperatures -To de-
termine the effects of oil and polar-bear
fur and the regulation of the body terr-
perature of the bears. The study will use
captive bears.

Research will also, be carried out on

zooplankton distribution, sea-bottom ani-
mais, effects of oil on mammals, oil de-
gredation and dispersai, oil-spill trajec-
tories and contingency planning. In addi-
tion, the research ship CSS Hudson wil
make two trips into Baffin waters to col-
Iect water samples for analysis and to ex-
amine the rock formations under the sea.

Common murres raise only one chick per pair and must be four to five years old bejore
becoming sexually mature. At the end of summer, groups of flightless juvenfles, usually
with one or two aduits, swim on an easterly migration to winter in Greenland.
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Extra time for U.S./Canada
maritime nOgot8tiofls

The Goverrnents of Canada and the
United States have agreed to extend to
the endý of January 1978 the period for
completion of the maritime boundary
and resource negotiations being conducted
by Ambassador Marcel Cadieux for Can-
ada and Ambassador Lloyd N. Cutier for
the United States.

The two special negotiators had been
directed to develop the terms of a coru-
prehensive settiement for submission to
governments by December 1, 1977. AI-
though substantial progress has been
made since October when the two govern-
ments approved the joint report on the
principles of a settlement, the negotia-
tors considered that additional tirne
would be required and therefore reconi-
mended an extension.

The extra time will permit careful re-
view of*the complex elements involved in
the negotiations - management and shar-
ing of fish stocks off both coasts, hydro-
carbon-sharing arrangements in maritime
boundary areas, and delimitation of mari-
time boundaries. The additional time is
also required to-ensure consultation with
and participation by the industry, state,
provincial, congressional and other inter-
ests of the two countries.

Since a long-termn agreement wiil not
be in effect by January 1, when the cur-
rent Interini Reciprocal Fisheries Agree-
ment for 1977 between Canada and the
U.S. expires, the two governinents have
also agreed to consider further interim.
arrangements. These would allow fisher-
men of the two countries to continue
fishing in each other's waters pending the
coming into force of a comprehensive
fisheries agreement.

Prince crept 1,500 yards behind enemy
limes to instail a telephone fie whîch he
used later to relay a message that led ta
the bombing of German tanks and artil-
lery. Shortly before issuing the message,
lie was forced to appear in broad daylight,
disguised as a hoe-carrying Italian peasant,
to make repairs to the lime.

The veteran, grandson of Saulteaux
Indian Chîef Peguis, lost Most of his pos-
sessions, including his medals, in a house
fire several years ago. Permanently crip-
pied by war injuries, he was laSt em-
ployed as a part-timc labourer in Winni-
peg before his admission to hospital on
November 6.

Pacifie fisheries renegotiation

Delegations froni Canada , Japan and the
United States met from October 24 to 26
in Anchorage, Alaska, to consider the
future of the 1952 International Conven-
tion for the High Seas Fisheries of the
North Pacific Ocean. The three countries
are members of the International North
Pacific Fisheries Commission, which was
established under the convention to con-
serve and manage fishery resources of the
North Pacific Ocean. This initial renego-
tiation session was held to outline revi
sions compatible with recent extensions
of national fisheries jurisdiction.

Ail three delegations termned this initial
meeting useful. A further meeting is ex-
pected ta be held not later than mnid-
January 1978.

Native development grant

Low Iights soothe ruffled feathers

Dirs lighting in bars and restaurants is said
to create a relaxed atmosphere for the
customerS.

But for chickens too?
Fred Proudfoot, head of the poultry

section at Agriculture Canada's research
station at Kentville, Nova Scotia, has
found that dim lighiting is conducive to
fast growth and lower energy demands by
broiler chickens.

In tests at the research station, light
intensity was reduced from the normal
daylight level to one-tenth of a foot
candie over three weeks. In layman's
terms, one tenth of a foot candie stops
humans short as they enter a broiler
house. Eyes become accustomed to the
darkness in about 15 minutes. Then, birds
and feeders are discemnible, although not
clear.

"We,'ve found that this low-light regi-
men has several beneficial effeets on the
birds," Mr. Proudfoot says. -They are
subdued and there is mnuch less confliet.
They perforni better because they aren't
running around competing with each
other."

Mr. Proudfoot has even discontinued
the common debeaking prograni used to
hait attacks.

"We have no, problem with fighting,"
he says . "They are subdued enough that
they don't seeni to bother with it."

An additional factor is demand for a
lower-protein fmnishing diet. Broilers are
normally fed a diet containing about 24
percent protein for the first 28 days, and
then a 19-to-20 percent protein diet for
another 28 to 49 days until they are
ready for market.

Tommy Prince, Canada's most decorated
Indian war veteran, died November 26.
He was 62.

A member of the Canada-U.S. "Devil's
Brigade" unit during the Second World
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NeWs of the arts
Love affair wth Iandscape

Over the past 50 years, many artists have
been drawn to the Laurentian Mountains
north of Montreal, Quebec, by the rug-
gedness of the landscape . in an exhibition
organized and circulated[ by the Art Gal-i- q
lery of Ontario, attention lias been de-

voted to the work of 15 Canadian artists
who chose, for personal reasons, at one

time or another, to live and work in this
region.

T/te Laurentians: -Painters in a Land-
scape appears at the Gallery from Novem-
ber 25 to December 31, after which it

tour ini April, ai mne Ua.iuai ý_.-
Centre in Paris, France. In the exhibition
are 60 paintings, drawings, sketches and
prints loaned by public mnuseums, private
galleries, artists and their faniilies and in-
dividual lenders fromn many parts of Can-

ada. The exhibition is the first to concen-
trate entirely on this area north of Mont-
real and to bring together the works of
painters who have worked there at dif-
ferent times.

Some of the artists represeiited ar-e:

André Biéler, Sarn Borenstein, Fritz
Brandtner, Marc-Aurèle Fortin, Patrick
Landsley, John Lymian, Louis Muhlstock,
Roland Pichet, Robert W. Pilot, Goodridge

Fritz Brandtners Sixteen Isian

Roberts, Anne D. Savage,
Tonnancour. Maurice Cullen

playwrights, Tom Cone
;en, will have their work
ýtrntford Festival audi-

er 14, 1977
r 14,1977



Ottawa scientist named to inter-
national office

Dr. Neil J. Campbell, 51, a Canadian ma-
rine scientist, has been appointed first
vice-chairman of the Intergovernmental
Oceanographic Commission (IOC), an in-
ternational scientific organization repre-
senting 94 countries. His appointment
was by acclamation at the tenth IOC
Assembly which concluded recently in
Paris, France.

Dr. Neil J. Campbell

Dr. Campbell, a specialist in physical
oceanography, is director-general of the
Marine Sciences Information Directorate,
Ocean and Aquatic Sciences, Fisheries
and Marine Service, in Ottawa. He has
headed the Canadian delegation to IOC
for almost ten years.

LIn addition to his duties as first vice-,
chairman of IOC, Dr..Campbell has been
given special responsibilities ini assessing
the future role and function of the Com-
mission.

The IOC, an autonomous organization
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withîn the United Nations Educational,
Scientifie and Cultural Organization, has
a mandate to promote scientific investiga-
tions with a view to learning more about
the nature and resources of the oceans
through the concerted action of its mem-
bers. Its programs range from support of
joint oceanographic scientific projects,

News briefs

Pro-federalist groups and political
parties ended a three-day symposium in
Quebec City on December 3 by forming
a committee to fight the planned referen-
dum on Quebec independence. The first
meeting, which was to be held in Mont-
real on December 10, would have repre-
sentatives from ail parties with elected
members in the House of Commons, four
of five Quebec political parties and seven
unity groups.

Canada Pension Plan recipients will re-
ceive a maximum of $194.44 a month. an
increase of 7.5 per cent, beginning in
January. The Department of National
Health and Welfare, which made the an-
nouncement, also stated that maximum
disabiity pension in 1978 would. rise to
$194.02 a month and orphans of deceased
contributors would receive inonthly che-
ques of $48.19. Maximum monthly sur-
viving-spouse pension wil be $121.1il for
persons under 65 and $1 16.66 for spouses
65 or older.

Increases in the cost of food and home
ownership pushed up the cost of living by
1 per cent in October, reports Statistics
Canada. The tise resuits in a i 2-month in-
flation rate of 8.8 per cent.

Three of 14 Montreal students ma-
rooned for two days in snow on Jay Peak,
Vermont. U.S.. were rescued bv U.S. Air

Canada's officiai monetary reserves
rose $19.8 million (U.S.) last montis, te-
flecting a letup in speculative pressure
against thse dollar. The November advance,
following a decline ini October, was the
first increase since May, when reserves
rose $4.6 million.

Atomic Energy of Canada Ltd. will te-
ceivea loess of $13 million from the Fed-
eral Govermment to purchase uranium
concentrate for lease to Argentina. Thse

such as the Controlled Ecosystem Pollu-
tion Experiment (CEPEX) in British
Columbia, to the Geochemical Ocean
Sections Study (GEOSECS) and the
International Tsunami Warning System,
with which Canada is closely linked. IOC
chairman is Dr. A. Ayala-Castanares, of
Mexico.

uranium is one of the items included in
AECL's sale of a Candu reactor to Argen-
tina.

The govetniment of thse Northwest
Territoties will begin imposig its own
personal and corporation income taxes
after'January 1, 1978. The territorial and
federal governmentg will soon sign an
agreement similar to, those between
Ottawa and most provincial governments,
under which the Federal Govemnment col-
lects the provinces' personal and corpora-
tion taxes free of charge. A spokesman
for the Northwest Territories goverrnent
described the change as "symbolically, ini
any event, a further step towards political.
evolution".

Japais is the largest single buyer of
Canada's agricultural exports and will
likely remain its best market in the future.
A recent study conducted by Agriculture
Canada's trade policy section shows Can-
ada supplied 92 pet cent of Japan's tape-
seed purchases in 1976 and predicts a
strong demand for Canadian oilseeds on
thse Japanese market in the future. It
also prediets thse Japanese market should
remain open for Caniadian pork exports.

Transport Minister Otto Lang has an-
nounced a five-year, $230-million program
to assist provinces in improving their
urban public transportation systems. No
new funds are being made available; the
ptogtamn will allow provinces to take
funds previously set aside for railway
telocation and grade separations and use
them for urban and commuter transporta-
tion.

The Federal Government's decision to
arrange a $1 .5-billion standby credit that
could be drawn on to support thse Can-
adian dollar is being viewed favourably by
bankers and foreign-exchange traders.

It will cost 14 cents to mail a letter in
Canada beginning April 1. Postmaster-
General Jean-Jacques BIais says rates for
some other services will also be going up
at that tinse. The increases are expected
to produce an extra $125 million a year
in revenue.
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