
//yr 
ï i i-Q,r 

CILtLL TÎQB Mi--) ■-< I-OHS 

liy c-ro-uva f. ,'o. .av, ' 

Oovornor of The Bank of Canada 

It Is no secret that progress often arises as tha result of a response 

to a challenge, The Individual, tha commuaity, or the nation that Is forced to 

bestir itself to overcome difficultés usually discovers un »x pee ted bonafits in 

the process, Moat of ua knoA this to be trus from personal experience and ob- 

e rvation, .. brilliant student of human affairs, Arnold J. Toyab argues that 

it is a major factor in the growth of civilizations. 

At some future and, we hope, lass turbulent time, an analyst of Cana- 

dian affairs will examine tha impact of tha scond orld ar upon our country. 

He will relata the Bora important wartime events and influences — not only to 

our immediate circumstances — but to th.i whole fabric of Canadian history, I f .'©1 

certain that this historian will conclude that, de*pi o an undeniably terrific 

cost, the Canadian nation merged from this challenge a more mature and a more 

significant entity in the world, 

hat is perhaps more pertinent to the rurposes of this article is 

the fact that this historian will unhealtantly connect the perplexing problems 

of today with tht? war, and will be intensely iateras ad ix the way in which "0 

overcoao thea. 

It is also important for us to remember the relationship between precast 

problems and ha war, .n this way only can ws keep a senea of proportion, realize 

their true nature, and d :al jf actively with the/a. 

It ha® taken soma tine to oomprok and fully tha extant of th® economic 

dislocation caused by tha struggle, ;hiring the war our thou hta wsre fixed most 

intently upon the coat in human lives, although our eyas were also filled with 

pictures of economic destruction and waste, it waa difficult to grasp their full 

significance at a time when the very existance of our world hung in the balance. 

It ii only recently that people have begun to appreciate that the cost of war in 

terras of human lives has o*an aatehee, by a destruction of the means of sustain 

life on an squally terrible scale. 

Tills has bam particularly difficult for us to appreciate because we 

have escaped this kind of destruction ourselves. Indeed, wJ hava actually 

expanded our productive capacity through the efforts we have made to mast the 

challenge. It is thought-pr.-voking to realize that the average annual volume 

of Canada’s industrial production in the six years ending in 1347 has been more 
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than doubla the volume of industrial production o twelve years ago and at 

laast 75& above tha average volume of industrial production for the six years 

anding in 1940, 

Hiring tha war years much of this production was "shot away into thin 

air," and thus brought no material return* but the effort 1nvolvod in producing 

it raised employment and income to a higher 1 vol than wa have evsr known. This 

process, of course, does not rsoemmaxtd itself to anyone, and could not ba 

maintained indefinitely without reversing its of eot, and lowering standards of 

living, The war ended, however, before the economic load exceeded our capacity 

to carry it, and since that time accumulated domestic demand has replaced war 

needs as a stimulus to production, DtpiLoyaisnt and income climbed even higher. 

In prosperous tiiaea, it is usual for Canadians to go shopping on a 

major -cala, and as everyone knows, this is the situation today, T!ot only has 

buying increased within th® country, but Canadians have looked with added 

interest st the "store windows" of the world. This world-wide shopping has been 

intensified by accumulating wants and needs of the WB years, There has bean an 

insistent call for consumer goods of all kinds. Capital goods and bale materials 

have boon needed for conversion and m es< *ntial slaaants of peacetime products. 

But whan we coma to look for these things in the "store windows" outside of 

Canada we found that many stores where w© used to obtain then» wore burned and 

gutted, «Bush goods as they were able to offer could meat only a fraction of our 

demand. In the three thousand mile shop-window to the south of us, however, 

goods ware available in quantity. It was natural that our imports from that 

direction should have grown beyond all former axporianoa. 

vs were, and are involved, in another way with those international 

"stores" which have bean bombed and shattered, aong them m list some of our 

own bast customers of former years, f>lnoe their own «halves «ara bare, it -a® 

obviously impossible for them to trade goods for imports from us, or indeed to 

trade goods in volume with any nation and so »arn "international cash" which 

could ba used in paying for imports, 

Recognizing that it would be in her bast intarest to do so, Canada 

took atape to help get these former customers back on their feet and in business 

again. This assistance took the form of large crédita, totaling nearly two 

billion Canadian dollars. Since the war, drawings upon Canada under these credits, 

plus Canada's contributions through U.lf.R.R.A., have amounts! to one billion, 



five hundred and seventy-two millions. 

It wil be Been from this that on on® hand, Canada has been buying 

more goods than av ir before from certain countries, mainly the United States ~ 

partly because they were not obtainable elsewhere — partly because of pant-up 

wart Iran demand — and partly as a characteristic Canadian response to 

prosperous tiraas. On tha other hand, Canada has bean aa11in- large amounts 

of her own production abroad on credit, 

Up to now w® have bean paying for our ’’extra” Imports from tha United 

States from reserves of U. ). dollars accumulated during tha war. a were fortunate 

to hava these réservas for use in such circumstances. ut reserves, no matter 

how large, must coma to an end sometime, and do not of themselves correct baio 

difficulties, 

These are tha reasons we have had to cut down our buying from the 

United otales and to searoh for new ways to increase our U, i. dollar income, 

I might digress hare for a ricanant to answer a question that is often 

asked, namely, "Ahy do we have to use American dollars in buying from the United 

States? Tty can’t wa use Canadian dollars since hey ar* supposed to have equal 

value?" 

This question arises from a common misconception of tha nature of 

international trade. e must remember that money in international trade is 

simply an accounting device for keeping track of the transfer of goods or 

B rvices. Thus, Canadian dollars held by Americans represent claims on C nadlan 

goods or servieas — while U.J. dollars held by '«medians represent similar 

claims on U. !, production. It must be remembered that Canadian dollars c nnot 

be used by Americans to buy American goods or pay American wages. Because of 

this, their use for Canedla ; dollars depends on how much they went to buy from 

Canada. Until their demand for our goods increases substantially, /onericons 

cannot b» «pasted to find much practical use for a surplus of Canadian dollars. 

These some circula V.ncec affect many countries beside our own. 

An observant economic writer has said that our international trade 

problems with the United States would be more easily understood if American 

money wars called pesos and Canadian money wars called kronars, and ha was right. 

I have outlined the main reasons why Canada has had to reduce 

purchases from the United States and why wo arc making new efforts to increase 

their purchases from us. I will not go into all tha stops that have bam taken 

in pursuit of these two objectivas, but will confins my attention to one 



important source of U,S, funds which is moat interesting to the Junior Chamber 

of C.Q<m.iroo of Canada at this ‘-ima. 

During tha past year, it is estimated that Canada r w >ived ora 

than two hundred million f.J, dollars as a result of .American travel la Canada» 

thus salting tills our second largest aouroa of income, i need not emphasis*, 

therefore, how critical is the maintenance of the tourist industry at tha present 

tins. vary moans must ba used to protect aad, where possible» inoreasa tha 

r turn from this aouroa, Tha attitude of individual Canadians» and of Canadian 

communities» who stand ae hosts to our .-norias» uusts, is thus of great 

importana», £hs naans to develop and inersaso this trada lies largely in tha 

hands of tha Canadian people themselves, 

"or thee» r»«sono, I am greatly encouraged by tha news that tha 

Junior Chamber of Comoro» will undertake this year to stake our recaption of 

hmarioan tourists a matter of prime concern to every Canadian altlien, and 

through thair international affiliation, to make .< norioan citizens more aw fra 

than ever of our desire and ability to entertain then,, X am particularly glad 

that the Junior Chamber has seen fit to link <ith this jiositlve appro,oh, a 

program to help ensure that IT,3, currency arising from tourist expenditure finds 

its way as quickly a® possible into our notional foreign jxoha-jga reserves — 

where it b oor: s «valiable for the advantage of the country as a w .ola, 

Canadians should realise that ovary American dollar bill passing 

through thair hands generates from American travel in Canada, In this sense, 

moricaa currency circulating in Canadian hands represents income derived, in 

large part, from scenic recourses v> rich belong to the nation as a whole, and 

w ieh In turn croates opportunities for restaurants, hotels, taxi driver», filling 

stations, tourist camps and other facilities to dispose of their services to 

visitor», 

I hope tho Junior Chamber of Com arc a will bo «biz to bring home to Its 

nmabara an* to Canadian citizens still another viewpoint from which to regard U.", 

currency oirouiating in Canada, Tfot only is this U,3, currency derived as a by- 

product of our national «scald .Y-rltags, but it also represents Canadian jobs. 

If we ware unable to ao ,uire enough >\marioan dollars to buy essentials such as 

steel, sugar, cotton, oil, machin ary, ooal and many npeolal components of 

Canadian manufacturing Canadian employment would suffer. Thus the person who 

unthinkingly hoard® American eurr moy, or who feels that there is nothing vary 



reprehensible about evading regulations governing the export of U.3. ourronoy, 

may be endangering the job of eoneone ;;ho liras near hi» — perhaps oven hi® 

own Job, 

-he improper handling of U,3, currency should be frowned on by 

Canadians, just as in wartima i anadians considered it dishonorable to traffic 

is scarce'commodities or to circumvent rationing procedure sat up to insure 

o uity among individuals. People should not hesitate to sake known their 

disapproval of the activities of the few who attempt to take advantage of the 

law-abiding majority. In effect, v;o are today rationing” a short supply of 

U,3. dollars — and distributing it as fairly as possible between those who 

have occasion to travel in the United States and those who need to purchase 

essential supplies or pay other obligations in the marican market. 

la the long run, however, it is the positive things we do to increase our 

U.s. dollar income which will be .most beneficial. The study and improvement of 

local tourist resource® through the initiative of the Junior Chambers of Commerce 

across Canada can make a groat contribution to our economic affairs at tais time. 

Competition for the American tourist dollar is keen today, and will be kroner. 

Imagination and initiative can pay big dividends in this field. 
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