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INTRODUCTION

FPormulation of Canadian post war policies will be zreatly
facilitated if the problems jecullar to the five large economic
areas of the Dominlon are opronerly understood, Pertinent infor-
mation is unfortunately still rather fragmentarv ¥uch more is
known about the Cenadian economy as a whole than about the econ-
omic concitions of its constituent parts.

Our expectations concerning the war make the »sresent a
prover Gtime for stocktaking., We must know where we stanc before
setting out for a new destination. Waen planning imwrovements
for tiae fuqure, we must have a thorough knowlelge of all the
oresent day conditions waich are likely to be nffecueh. The
tesk is 2ll the more difficult as we can only denend upon pre-~war
experience to a limited extent. Under the imnact of the war
larce segments of our economy, as well as many of our goeclel
concents, have been transformed. When looking for Zuldance we
must evaluate the chearacter and extent of these changes., In view
of the composite nature of the Canadian economy such a task 1T
would seem may be best accomplished through a regional anoroacih.

To perform this work for the Maritime Provinces 1s the pur-
vose of the present study. It is a piece of planned research car-
ried out uncer the ausndices of the Dalhousie Institute of Public
Affzire, A nuaber of schiolars reoresentin" gifrerent branches of
the sociszl sciences have coooc““tea in the stully, although a majer
part of thae work was CGone Dy Professor B.S. Kﬁi:euead, formerly of
the University of New OfunQWiCA, now of McGill University. The
necessary funds were provided by grants from the Rockefeller
Foundat:on and Dalhousie University.
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The plans were lald for the project ané rssearch work star-
ted earl:  in 1941 when it had become clear that the conflict would
be a prolonzed one, and was Wi“cly to nave far reaching effects on
the soclal fabric of tie Mcritimes. Thanks to the early inception
of tne study it was Dosgible to mele detalled observatlons of the
zrafual transition from the deace to the war economy, of the change
in consumption hablts ant. in the cost of llving, and of other rgle-
vant factors. A number of interlm reports were »ublished as the
work progressed; on war contracts, on wear finsncing, on household
budgets ond on pert tite farming. Now, as plans are being lald

for Maritine postwar policles, 1t seems the proper tinme teo bring
the study to =z conclusion and to oublish its mailn findings.

The study is devoted to the bzslc problems of economic
recionalism. In the pre-var perlod cvconomic rewards tended to be
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jower in the Haritimes than clsevherc in the Dominion, It is
ghown in the stuly to what extent this situation has changed Curins
the war yeors. Will it be possible to mcintzin the lmprovencnts
vhich have been achicved? The stwly, though not dircetly concerned
with postwar policles, zives 2 =zreat desl of attention to this

cuestion.

L. P. IUFF



PREFACE

Three years ogo the Institute of Public Affairs of Dal-
housie University asked me to conduct an inquiry of the economic
effects of the war in the Maritime Provinces of Canada. Naturally
‘1t was never intended that the study should attempt to be either
a detailed economic history of the war perlod or a full economic
analysis of Maritime problems. My terms of reference indlcated
that the work should be aimed =t problems of post-war zdjustment
and should sezk to z2ssess the more significant evenis of the
war perlod with the objcet of informing policy declsions when
they came to be made. The present book is the result of this
inquiry. It is necessarily partial znd incomplete, and many will
no doubt differ from me as to the selection of and emphasis on
significant events. While no attempt is made to dlscuss policy
directly, the 2im of the present work is to preovide information
that will assist those who bear. the responsibility of policy for-
metion., Since the study has this practicable purpose I have at-
tempted to restraln discussion of statistical problems and me thods
to a minimum a2nd %o keep the theoretic orgument from intruding
itself in too technical terms.

Previous public ofions emerging from this study have dis-
cussed some of the matter here reviewed in summary form. This
is particularly true of the statistics of Dominion war contracts,
which were developed in a Bulletin entitled "Dominion War Con-
tracts in the Maritime Provinces®, published by the Dalhousic
University Instltute of Public Affzirs. A brief sumnary of the
present work for those wito wish to get the gist of it 1n short
order has a2lso been published as a Bulletin by the Institute under
the title "The Impact of the War on the Maritime Economy'.

I have received a great deal of most generous cocperation
and essistonce in the preparotion of thls work, and 1t secms to me
most ungracious not to make suitoble acknowledgements; but I have
been aosked to economize on space as for as possible, so thaot I am
able only to recite the names of those who have helped me, assur-
ing them that this meagre recognition is no me ssure of the sense
of gratitude I fecl.

The Dalhousie Institute of Public Affalrs has initiated the’
study, and 1ts committee of direction has alwaye shown liberality
in every way in the conduct of the research.



The Dominlon Bureasu of Stotlstics assisted most gencrously
in the compilation of the Census of Industry material, I owe a
debt also to many officials of the Bureau for advice and sugges—
tions, particularly to Mr. A.L. Neale, in whose Branch I was
afforded facilities of research, and to members of his staff.

The Pulp and Paper Institute of Canada, and the University
of New Brunswick also offered me 1library and other facilities of
research, and I received assistance from government of ficers in
Halifax, Charlottetown, Fredericton ani Ottzwa and from many Mari-
time business men andéd trades union officlals,

The staff of the Ingstitute ot Dalhousle, of the Dominion Bur-
eau of Statistices, especlally Miss L.F, Beehler, graduate students
at Dalhousie and MeGill universi ties, members of the faculty of
Forestry et the University of New Brunswick ané Dr, G.V. Haythorne,
Secretary of the Nova Scotia Economic Council, are among those to
whom I am indebted. My debts to Professor Bates for his chapter
on the Fisheries and to Professor Lattimer for his work on Agri-
culture are sufflclently obvlious.

The Canadlan Social Sclence Research Council made a grant-
in-aid of ressarch which enabled us to finish the research at a
time it was like to founder from lack of funds,

My wife ssslsted me enormously with work on the statistical
complilations, graphical work, precls work on reports and general
secretaricl assis tance and 1t is a pleasure to mke this public
recognition of her help.

This note has already run on too long, ani there are many
who, in lesser ways, have a2lso contributed. In expressing my
gratitude to these as to the others I make slight acknowledgement
of the debt I owe for all this generous assistance, but for the
final results, with all their imperfections, I have to accept
responsibility.

B. S, Keirstead
Montreal. 19473,
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the conversetion fazctor from 1926 to 1935«39 is 114,5
not 1145.

line 3£ - read « "incresse; but, because of the decline
in zpole shipments, the totsl tonnage'...

Summary Tszble I, For net growth in twenty yesrs (col,1l)
incdugtry 3b read "-2" for "-5",
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footnote 91 for "Cenadian" resc "Canzdien'.

line 25 for "nermatite" rezé "hematite',

lins 7 for "adpeers" read "appear'.

line 5 for "Order in Council' rezd "Orders in Council®.

laet line of second pcrzzr:zoh resd "Gisbursed" for
"digturbed’,
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Chapter 1
INTRODUCTION - THE MARITIME ECONOMY AND THE WAR

section 1. Formulation of the Problqg.l

Obviocusly the history of the economic effects of the war on
the Maritime Provinces of Canada must be written by the economic
historian of the future. The record cf these effects which is
written while the war 1s still in progress must be at best partial,
foreshortened by 2 point of view which is contemporary and necessar-
i1y distorted as is the diver's view of objects scen close to and
under water, The faets, too, are Dut incompletely known, the pro-
cesscs now in motion may work out in directions at present ungucssed.
There may $tlll be great events of war-meking and peacc-making which
will impinge on Canada and all its provinces in a way we cannot hope
to foresee, If we attempt to glve more than a merc summary of the
statistical record - and to zssemble that would be a work of little
scrvice to our knowledge of whet is happening - we are necessarily
venturing on the uncertain ground of economic prophecy znd must not
pretend to the more solid task of historical analysis and interpre-
tation,

The statlistical record 1tsell is not the objective or actuznl
certointy that some believe 1t, Facts are stotements of events and
even the quantitative statement of events is subject, altogether
apart from the human liability to error, particularly to be remem-
berecd in wartime, to the bilas of sclection. What meaning, for ex-
emple, is the economist to attach to value of output or notional
income figurcs in wartime, when many of the constituents of these
magnitudes cre arbitrarily priced? Can you rcliably compare these
totals with prec-war figures based on free market valuations? A
"fact" is always as it is seen or known, so that in the most barrcn
abstract therc remsin the clemcnts of observation, Judgment znd ine
terpretation, Thus we must believe, in some messurc, in our own
Judgment, trcat our obscrved cdatz as honestly as we can and scek to
interpret the cevents as they appear to us, keeping in the forefront
of our minds, and drawing to our readers' attention, the knowledge
that the appoarances we now observe may be deceptive and, at the _
very best, cre bound to be modified by present events as yet unapvar-
ent, and by future events wiose shapc and modec we cannot now foresce.

< I have eliminated from the main text any dlscussion of problems of
method, Some comments on our methodologicel difficultics are offered
in a report madc to the Committee of direction,



Knowing this, what, then, is our problecm? How arc we to
state and assess these events now spparcnt in the Maritime economy?
Are we to supposc the Maritimes a scparate, 1solated, reglonal
economy in which we can obscrve, as it were in gbstraction, the
quantitative manifestntions of wartime stimull in the fom of in-
crcased output, production, ermployment, incomc, carloadings and
trade? Such o task, appealing in its comparative simplicity, would
hove a2 certain objectivity in its somewhot unrenl level of abstrac-
tion, but 1t would surely not inform our Judgment rs to post-war
policy. Now I con think of nc reason for undcerteking such = study
28 this that 1s not ultimately 2 concern with post-war policy. As
economic history the study is 1ll-timed, bound to be unsatisfactory
in cvery way. A purely stotistical record could merec easily and
quickly be prepared by of ficial agencles, Thie study can have only
one purpose a2nd that 1s, not to discuss policy, not te formulate
policy, that 1s up to owr citizens and thelr rcprescntatives, but
to provide a8 reliable an Interprctation of facts as possiblec to
inform policy, to make its formulation as wisely cnd soundly bascd
as, in the historical moment, we can. That being so, wc conceive
our problem to be to statc and asscss the effeets of the war on the
Atlentic Marltime region of Cancda, tc sce that region as 2 part of
the naticonal whole, experiencing within the whole the cffects of this
wer, The ossessment must be an attempt to sce how far the wartime
effccts arc permanent, hew they =ffect the basic industrizl and
economic problems of the region, how they modify thesc problems,
crcatc new ones, Bow they affect rclations of trade, of industry,
of financc between the region and the national whole, how they will
createc political problems to be faced and solved. In a word we nced
to sec the effects agalnst the background of prewar development,
rcalizc thelr potentlality to change that development 1n directlon,
mass and impetus, end assess the nature of the problems so created.

We belicve it to be a mistecke ts supposc that the Maritines
can be treated as a unit separcte from the Canadian economy. They
have their regilonal pecullarities and dlstinetion, which we shall try
to expose, but they are politlcally and economically a part of the
Dominion of Connda, Asg such they have felt the wartime effects of
Dominion policy, have felt the cffects experienced by the entire
natien, though somctimes these cffects have been moderated, ampli-
fled or otherwlse dlstorted by regiocnal pecullarities. But the war
hae had & nati-nal impact; it hns, for one thing, at least tenzor-
arily, resulted in economic and political unifieation »f Canada.

The future of the Maritimes lies, too, withla the unifled nation,
and one of the most important questicns of »licr will concern
relations between provinces and Dominion. We must thercfore sec the
wartime cffects on the movinces in relation to the Dominion aos a
whole, see the ccmparative effects, the effeccts on the locaticn,



regional development and competitive position of industries, on the
general positicn of the Maritimes within the Federatinon, Thus we
explain the aftentlion glven throughout this work to comperisons bee
tween the Maritimes and the Dominion a2s a whole,

As on integral part of the Canadion nation, the Maritinme
provinces have experlenced the impact of the war as it has affected
the whole Dominion. The great expansicn of income, the "industrial
revolution', the changes in the structure of industry, the hectic
activity in construetion, transport aond shipning, the cmphaails on
wartime crops, the dislocation of the capital market and the restrice
tions on the consgmers' market have 2ll becn Telt in varylng degrees
in the Maritimes. s we shall shortly notlce Maritime expericnce
ran parallel with fthat of the nation as a whole, but certaln ncecul-
jorities of the Maritime reglon gave a somevhat different emphasis
to certain developments, In shipping ond constructiosn, for example,
the Maritime expansion was .:ore rapld than in the country as a whole,
and in monufacturlng it was less marked.

Thc reglonal peculiarities »f the Marltime provinces which
determined the speeific economle incldence of the war in thils area
are thelr geographic situation andéd thelr natural resources. Lylng
as they do not only athwart the sca approaches to central Canada
but on the flanks of the American Atlantic states they are of the
greatest strategic importance, Historically these provinces have
always been the key To seapower 1in the western North Atlantic, a2
fact rccognizel by the British when they won them from the French
and settled them with soldier colonists and United Empire Loyalists,
In this, as in every British naval war since the 18th ccentury, Brit-
ish sea power has had a western base in Halifax., This wonderful port
is not only naturnlly of great strength but vossesses in Bedford
Basin an 1deel inner harbour for the making up of convoys, In this
wor tn the advantages of Hallfax, and, to a lesser extent, of Saint
John, a5 winter (ice-free) ports, have been added their greater com-
parative security from the submarine menace, which definitely threat-
ened the St, Lawrence route., Thus the greater part of Canadals vast
exports to Britain have passed through the Maritime ports. This has
imposed o burden not only on port facilitles but on railways and
every brench of transport services, The strateglc importance of the
Porits has also required heavy concentraticn of troops and the con-
comitent construction of defence works and accommodation. Into these
developments we must shortly inguire morec closely.

The resources of the Maritimes are principally the sea 1tself,
coal and forests. The concentration of the Maritime economy about

€A study of Canndlan economic war policy, made in connection with
this rcscarch was published by the Dalhousie University Institute of
Public Affairs under the title: "Canadian Eccnomic War Poliecy!s,



thesc resourccs and the comparstive lack of a varied and diversificd
~anuf acturing incustry and of an independent agriculturc has meant
that the wartine development of ncw incdustries in Canada has passcd
over the Meritime region os a suitoble situs (there were also stroe
toglc reasons why thc Maritimes werc not scleccted for defence induse
trics) and so wartime industrial developments in the Maritinmes took
the form of expansicn of the existing industrics rother than the
estoblishment ¢f new ones, We shall have to ask, thercforc, how the
wartine infustrisl revolution has affected the locallsation and
reglonal concentraticn of Cansdion industry and how fer it has mndle
ficd the regionsl disperszal to the disadventage of the Moritime
region. In partlculsr we must inquire more specifically into the
nature and »robable zermanence =f the effcets ~n the major Harl tine
extractive inCustrics, viz., those based on the forests, these based
an ecoal and iron ore, thosc based on the sea and agriculture.

Thus the form of the oresent work cmergea, Wc begin with an
exaninati-n of the comparative ex»ansi~n of incomc and activity in
the Maritimcs and Conada as a whole, The stotisticol indices will
give us both a quantltative measure of wartime effects cn varlous
ceonomic zctivities but will 2lsc suggest thosc lines of activity in
the Maritines that have experilenced special and significant develop-
rnient . From this beglinning we must proceed %o interpret the signif-
icance of the wartime changes =2g=inst the bsckground of the Maritime
cconomic structure. How do these sffects, as we Cdiscover then,
affecct the balance of the Cangdizn industrilal structure, the rcgional

onecentratinn and disperszal of inlustry? D~ the wor changes suggest
further concentretisn cr devolution 2f Canadlan industry? Cen we
Giscover any balance or cquilibrium in the localisation of Can~dian
industry, anc, if so, how has thec wer affected this equilibrium?
Tc these questiona our thlird chapter 1s devoted. We then turn to a
more speclfic examlnatl on of the war effects on the major extractive
and proccssing industries of the Maritines and the probable local-
isaticon cffcets within these infdustries. Our final chapters ate
tempt to assess the employment effects »f the 1nlus trial changes
and the conscquent policy implicrtlons.Thot this cpproach is partial
and hlghly selective we rcadlly amit, but we hope it has the merit
of leveloping a general locelisation thesis which may be of some
help in interpreting the significance of the wartime changes.



Chapter 2

THE WAR STIMULUS

gection 1, The General Indices of Economic Activity.l
Section o

Thc objecct of this chapter is rather ts glve some quantitative
notion of the in arense in ccononmic n~ctivity experience? since the
wor in the Maritime Provinces, than to analyze the nature of this
growth sc as to show in what areas and industries it has been most
pronounced. Nor dc we at thls stagc menn To aticmpt to evaluate its
significance or Dermancncce,

The statistics thot we have arc partial and inadequate, yleld-
ing in total a general notlon of the comparative Cegree of stimulus
to econonic activity in the Maritimes, but telling us 1ittle of the
geographlc, soclal or lnlustrial cistribution of the stimulus, and
sractically nothing of the causal orfer through which the stinmulus
is transmitted, nothing, that is to scy, that permits the applico-
tion of the method of the multiplier to the analysis of the process.
The genersl ec-nomic indices of volume of production, income, employ-
nent and bank cdcblts show the degrec of incrcased activity, produc-
tion and enmployment. Carloadings tell us something of the rclative
weight of the impetus in different infustriles, and building contracts
and the statistics of war contracts tell us something >f the distri-
bution of the stimulus by regizns within the Maritimes, Thesec latter
statistics also suggest something of the initial impetus of increased
wartime investment, but unfortun=ately, in the abscnce of st-~tistics
of region~l savings, of the regionnl export-import balance and be-
cause of the impossibility of distinguishing directly from the sta-
tistics themsclves primary and seconlary investment the valuc of the
regicnal multiplier can nelther be inferrcd nor computed,

The economic infex of veolume of business shows for the Mari-
times an increase for 1940 over 1939 of 22 points or about 18%, for
1941 of 56 points, for 1942 of 75 points or asbout 60%., The scasonal
decline in the late spring and summer menths, chiefly attributable to
the scasonal decline in lumberlng, ports and rallway troffic, wos off-
set by the gencral expansion in 1940 and 1941, but was agnin pro-
nounced in 1942, when winter activity reached the peak of probable
full employment. For Canada as o whole the advance was constant,
almost without scasonal fluctuations, and, taking August as a'reprec-
sentative month" - 1t 1s aporoximately the average for cach year -
1t was as follows:

1

The bssic data of this secticn are contained in the statistical
Appendix to this chapter and nll scurces are declarsd ot the oot
of each table.




Avgust 1339 10G,3
n 3905 130,2
4 lShl By -8
1 19 205.-7

?ebruary=194} 227.3
# August figures notl availaule.

These ia¢ices are not dlrectly comparable with those saown for the
varitines. because in the case of the Haritime index the base year
jg 1925, whereas for Canada as a whole the base :eriod is the 1935~
39 average. The conversion factor from 1928 to 1935-39 is 114p
The percentage increases, however, are dlrectly comparsble and run
as follows

Fercentage inecrezse in Haritimer Canada
business activity over (approximete) fapproximate)
1939

1940 18 19

1941 47.5 57

It would thus appear thet in generzl, marge l ticugz Tthe wartime stim-
ulus in the Karitimes has been, it has bcen considersily less than
for Can2da as a whole, and, since the Canediazn figures include both
the ¥aritimes sl the Prairies wiilcli rsduce the national average,
very muca less grea% than for COntarlo and Qusbse.

E:he regional and national income Tigures, bszseld on income pay-
aenss to 1naiv1&uals, reveal a differsnt comparchive *“F;C, In the
Moritimes as 2 group the regionsl income increascd fiop ? ©9,084,000
in 19393 %o $495,280,000 in 1942, an incrcase of about A0k, the lar-
gest increase taking place in Nova Scotia, most iriussrialized of
the thrge provinces, For Cznzdz as a whole the anru'qc was from

65%,324,1429,000 in 1939 to 86,861, Hoo 000 in 1942, an increase of
about 59%, But this war for Cannda has been mone an irdustrial than
an agricultural one, In the industrlisl provinces of Ontario and
Juebec the percentage increases in provircisl inzeme have been 64%
and 60% resnmcetively., The probable explunatior of the cpprarent
contrailction bebween the equal propertional rise of Maritime and
2ational income figures and the disproporticnate increasc in
national os compared with Maritime business mct*v1*v is that the
Yaritimes as a defense area have had a rcla*;velv large concentra-
tlon of troops with their depenmenu vne income paymente nave con
sequently been increased more in pTO“OP ticn than local business an-
inZustrial cctivity. Moreover Maritime wa :3 were abnormally low
ané wartime Sncreases in wage pvayments there have becn more than in
ﬂronoruioh to increassed employment and activity. Trus the wartime
incromges in income received andi in welfare which She Maritimes are
éxperisncing are probably not suwported by a props-t.uazte lncrease



in business activity and industrial opportunity, This tentotive
conclusion becomes more cvident as wc proceed with our anelysils.

In the Maritimes, bank debits to individual accounts, one
of the indices of cxpansion which we hcve separctely recorded,
£luctuated season:ll; in 1939 between - low of $43,000,000 in Febe
rusry and o high of $69,000,000 in October, In 1940 thc low in
March was $61,000,000 and the high in November was $78,000,000,
Tn 1941 the low of February was 360,000,000 ond the high in June
wos 296,000,0004  In 1942 the Februsry figure was $78,000,000
~nd November ran as high os §108,000,000, If, for purposcs of
comperison, we let the index number 100 cqual the aversge range in
1939, then the index for 1940 would be 125, for 1941 would be 138,
~nd for 1942 2bout 145; Thc notional index for bank debits with
the bose 1935-39 rose to 16542 in Marcn 1942, and to on overnge of
sust under 140 for the first five months of 1942, This would indi-
cate that the increase in bank debits in the Maritimes as one would
cxpect from income figures hod been at least as ropid as in Canada
as o whole,

Building permits are of course subjcct to wlde, scasonal
fluctuations. The averzge monthly permit for the years 1937 and
1938 and for the first eight months of 1939 appears to have been 1n
the vicinity of 84,000,000 for Canada as o whole, and for the Mari-
times it anpesrs to have been ~bout $225,000., For Canada as a whole
the averoge for 1940 incre~sed to sbout éS;OO0,000 and in 1941 to
$8,500,000 or 32,000,000. In the Maritimes the average monthly
contracts in 1340 were around $325,000 but in 1541 had increased to
nearly 8500,000. The most marked increases were in the cities of
Halifax and Moncton, These figures z2-.ain suggest thot the Maritime
stimulus hns been af least as great as in Canada as a whole. Thus, |
while genercl industrial activity increased more rapidly in the
Dominion than in the Meritimes, construction in a decfense areax such
a8 the Atlantic provinces improved, as one would expect, quite as
rapldly as in the industrial arcas of the centre; but as we shall
see, 1t was o differcnt kind of constructicn,

[Employment figures are olso subject to wide seasonal fluc-
tuctions, In 1939 in thc Maritimes the index fluctuated from 100
to 123, in 1940 from 112 to 134, and in 1941 from 130 to 188, The
biggest gains were in Novs Scotiaz, wherc in 1941 ond 1942 in seversl
months the index ran over 200, New Brunswick zleo showed - substan-
tial gain in 1941, but Prince Edward Island showed a very slight and
unstable improvement. The employment index for Cancds as o whole
varicd between 105 and 12% in 1939, between 112 and 140 in 1940,
between 134 and 169 in 1941, Once ogaln, the gains registered in
Lae Maritimes sppear to be as great as thosc for Can:de as 2 whole.,
The levelling out of the index z2nd the virtusl disappearance of un-
¢mployment in trades unions indicate the gradual achicvement in 1942
Oof full employment of labour, Since agricultursl employment 1s not



included in the index 1%t is probcble Ehat much of the new cmployment
in the Maritimes came from the farms, Though this would to some

extent also be true of Ontario and Quebee we are inclined to be-
Jieve that in the Maritimes thorc was o greater tronsfer of employ-
ment from cgriculture to industry and consequently z somcwhat .
eamaller net geln in new cmployment, A fuller analysis of the cme
ployment gituation 1s contained in later chapters on separate in-
justrics and in Chapter 8,

_Section 2, Carloadings.)

We proposc to obtaln scome information about’ thc stimulus re-
ceived by particular industries and partlicular districts from an
exanination, flrst of carloading statistics, and, second, of Domin-
jon contrzcts placed for war orders, Carlozding figures are sub-
Ject, like others wc have cxamincd, to scasonel fluctuatlion, The
range of variation for total freight, loaded and recelved from
foreign connections, is gencrally in the Maritimes ot 1ts low durlng
thc winter monthe and at its pcek in the sumaer. In the pencetime
years of 1?37 and 1938 the range was from 700,000 tons to 1,100,000
tons (1937) and from 630,000 tons to 825,000 tons (1938). In 1939
the range was from 575,000 tons to 1,000,000, and during the last
three months of the year the cffcet of the war was evident in the
fact that thcre was o very slight seasonal recession, In 1940 the
range was from 850,000 to 1,000,000 tons, in 1541, from 900,000 to
1,100,000 tons, and in thc firet threce months of 1942, in spitc of
the fact that they were winter months, the total tonnage was never
less than 1,000,000, and in March reached the hlgh pcak of 1,200,000.
The rangc for the year wzs bctween about 1,000,000 tons and about
1,400,000 tons, A rate of incresse of approximately the same mag-
nitude 1s shown for Canada as 2 whole. The total of revenuc freight
loaded in Canmdn increosed from 62,290,582 toas in 1939 to
91,854,796 tone in 1942, In the Maritimes the increase for the
same perioé was from 9,172,000 tons to 12,433,000, an increase,
like thot of overall industricl activity, of which it is o measure,
eonslderably less great in the Maritimes than in the whole natlion.

The cffect of the war on the threc provinces considercd secp-
arciely is differently rcflcceted in the carlonding statistics, In -
Prince Edward Islaond there was 11ttle improvement in midsummer ship-
ments, but there was a gradual though not very marked increzse in
autumn and winter shipments of agriculturzl nroduce, In Nova Scotin

E&Ef. Chapter 6,

3 The basic dnta for this section are in summary form contained
in the statistical appendix to this chopter,



the general tonnsge increasc wos nost narke?, and took the form of a
scssonal levelling off, The peak months in Nova Scotia were about_'
as high in 1937 as in 1941, though not as in 1942, but the low months
were very markedly lower. In New Brunswick the improvement was re-
flected in = genecral increase for all months., In Prince Edward Is-
1and, as we have sald, the chlef increase was in agricultural nro-
aducts which form, in any case, far and away the largest single item
on the Prince Edward Island account. In Novs Scotla the most imnhor-
tant single item is mine Droducts, and these, for reasons which we
shell later attempt to explain, éo not show any pronounced advance
in 1942 over 1937, though they are definitely better in 1942 than in
1938 and 1939. The general category of "Manufacturing and Miscellan-
eous" shows the most pronounced advance for all three provinces taken
together. The advance in 1942 over 1939 was in the neighbourhood of
50% for Prince Edward Island, 75% for Nova Scotia, and 53% for New
Brunswlck. Forest products, which are of importance only in Nova
gcotia and New Brunswick, showed an improvement in Nove Scotia of
about 50%, but in New Brunswick they registered a gain in 1942 over
1939 of 133%. Animal products do not form in the Maritime provinces
an important category of railway freilght., DNevertheless, a signifi-
cant change in Maritime agriculture 1is reflected in the figures of
animal product shipments. In 1937 Prince Edward Island loaded and
recelived from foreign connections a monthly average of 580 tons, Nova
Scotia a monthly average of 1,430 tons and New Brunswick a monthly
average of 1,170 tons, a total monthly average for the Maritimes of
3,180 tons. In 1941 the Prince Edward Island monthly aversge was
sﬁo; the Nova Scotla 1,860, the New Brunswick 1,990, yielding a Mari-
time monthly average of 4,090 tons. Thes change in agriculture is
more evident 1f we compare tonnage loaded of all agricultural pro-
ducts with tonnaze loaded of snimal products only. In Prince Edward
Island animal products loaded incressed from 8,254 tons in 1939 to
12,157 tons in 1942, an increace of 50%. In Nova Scotia the in-
crease was from 9,659 tons in 1939 to 12,911 tons in 1942, an in-
crease of about 33%, and in New Brunswick the increase was about
55%, from 11,074 tons in 1939 to 17,320 tons in 1942, But tonnage of
all agricultural produce, for the same period, increased from
104,598 tons to 15%,597 tons in Prince Edward Islaond, about 50%,
reased; because of the decline in apple shipments, the total ton-
hage decreased from 79,264 tons to 60,235 tons in Nova Scotia; and,
in New Brunswick, increased by only 25% from 202,633 tons to 254,890
tons. Thus on the assumpbtion that carlonding statistics reflect the
level of nctivity in an industry, the increzse in animal praduction}
for the Maritimes was nearly 50%, made up of an increase of 33% in
Nova Scotia, 507 in Prince Edward Island, and 55% in New Brunswick.
Thus for the Maritimes as a whole and for the provinces of New
Brunswick znd Prince Edward Island especlially the rzte of expanslon |
in livestock production and animal products wes the most significant)
of any industry under the stimulus of war., It represented 2 real
shift of entermrise in agriculture, wheress the big increazse in, say,
forest products in New Brunswick was the ropld expansion of an al-
ready highly developed industry. We know of course that the Dominion
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overnment and the Provinclel departments of Agriculture deliberately
ouraged production of animsl products, particulerly hogs and bect
cattle, and thc expanslon which our figures suggest must in part

pe attributed to official inspiration as well as to the morket de-
mand. The importance of thils develepment 1n the long run as dise
ginct from 1ts lmmediate importance in the war effort wlll become
clear when we come to the examinotion of Marltime agriculture in

a loter chapter of this study.

Thus statistlcs of carloadings strongly suggest that the most
ronounced gains under the stimulus of war were reglstered by forest
products in New Brunswick, by animal products in New Brunswick ond
Prince Edward Island, and by monuf~cturing, particularly in Nova
gcotia and New Brunswick.

4

gection 3., Dominion War Contracte.

The spemding of the Dominion Government, in wartime the grect-
est single purchaser in the economy ond one that by 1942 was spend-
ing half the national income, provides, naturally, the initial or
primary impetus for wartime expansion. Thus = knowledge of the dis-
tribution, gcographical and industrisl, of this spending is of first
importance in the quantitative anslysis of the war stimulus. Though
the figures we are about to examine are for only the first two years
of the war, and though they represent only the spending of the De-
partment of Munitlons and Supply, they arc nevertheless significant
in indicating the trend of the spending towards certaln industries
and areas and, though incomplete, they represent the great dbulk of
government wartime spending apar% from pay. The total mognitude of

% This secticn is based on o study mnde in the course of this in-
quiry and nublished by the Dalhousie University Institute of Publie
Affairs under the title "Dominion War Contrazcts in the Maritime
Provinces", The tables, compiled for that study, are long =nd com-
Plex, and we have avolded reproducing them herc in the intercst of
wartime cconomy. We have selected here the significant figures for
comment, and have included Summory Tables in the statistical appen~
dix to this chapter. Readers interested in greater detail can al-
ways obtuin the original bulletin by writing to the Institute of
Public ATfairs, Dzlhouslec Unlversity. The figures are complete only
to the end of August 1941, at which timc the Department of Munitions
and Supply ceased publicztion of contracts, There 1s o slight dis~-
Crepancy between the figures shown herc and those published in the
Bulletin; 2 discrepancy which arises from the fact that the Bulle-
tin was published before the final figures for 1941 were available.
Thus 211 cur totals now published arc revised totals, as to the end
gil?u%¥5t 1941, and run somewhat higher than those shown in the

e N
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¢his eoending in the Maritinme provinces to the end of 1941 was
456,000,000, a small proportion of the total expenditurcs of the
Department but a significent amount vhen considered in relation to
the Maritime regioncl income of $309,000,000 in 1939, The increose
in regionzl incomc to 1941 was $114,000,000 so that the Dominion

wartime_spending was sbout helf the total increase in regional
e = 5
1ﬂ00|..u .

Dominion Government war orders have represented, then, in
total amount a very important stimulus, but a detalled examlnatlian
of the orders shows thelr peculiar distribution throughout the var-
1ous industries ond regions of the Maritimes, Over the two-year
period, during which defalls of contracts were published and which
we were consequently able to study, of 2 totzl of all war spending
of 356,000,000, $29,000,000 or 517 was for construction. This war
construction on government account amounted to 67% of the total con-
atruction for that period in the Maritime provinces. Thus in this
single basic economic activity the stimulus of war orders was tre-
mendous, vet we discover an overall incrense in construction of only
somc 170%. This appears very large for the moment, but a little
mental crithmetic will show that it is reslly rather surprising,
for if zovernment construction for war purpcses represents two-thirds
of the totnl construction ond if total construction has increased
by less fthan 200%, this mcans that other construction has fallen off,
This actuzslly is so, and one of the causes of reduction has been the
war, for the provinecizl and municipal governments have considerably
reduced thcir spending on road and bridge construction, and private
industry has becen unable to replsce or bulléd new plant unless en-
gaged in wor productlon., Thus the total effect of the war on con-
struction has not been entirely positive, and the stimulus of war
spending has not bocen carried over into other types of construction,
However, the impertance of construction nos an impetus to increased
econoric activity is not thought, in multiplier theory, to be reflee-
ted so much within the fleld of construction itself as in the con-
struction geods industries, and ultimately in secondary manufactures.
Wartime construction in the Maritime provinces has definitely stimu-
lated the lumber industry. This is reflected in »art in the car-

5 e rmst be on guard, of course, against suggesting thot the Domin-
ion war orders constitute an pctual pnrt, to the extent of the in-
Crease, 1n income produced. The increase in income recelved is net,
and does not include any double counting, and is calculated by summing
i€ nev value reccived by indlvicduals from all economic activity,
wnereas the government war orders rcprescnt the value of goods de-
livered irrcspective of the cost and origin of raw materials, many
°f which, of course, camc from sutsidc the Moritimes, We also must
emember that many orders for wor goods which ultimately were pro-
duced in Maritime plonts, were placed with head offices in Montreal
fpd Torante and 2o not show in our figures. In the text we are not,
“Aen, saying that of the $114,000,000 increcsed ineome, $56,000,000
&re represcnted by Dominion Government war orders., e arc simnly
dleeinz the two flgures in juxtaposition so as to show the relative

welght and inpertonce of the stimulus received from the government
war orders,
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15aéing figures we have just cxamined and in part shown by the large
opders placed in New Brunswick for lumber and bullding supplies, But
the construction of the Dominion Government in the Maritime Provinces
has been cf 2 peculiar sort, Nearly ocne~half of 1% hos been for
defcnce works, Thls mcans the prepar-tion of alr fields, of tem-
porary roale, temporary accommodation and earthworks and fortiflca-
t1ons. A very large percentage of the spenling goes for the wages
of common lebour and a small percentoge - relatively small, for
constructicn - for structural steel and other products of the con-
struction goods industries. Thus, 1f we except lumber, the effect
of this construction spending on the construction goods industries
1g not sc great -s a simller omcunt of ordinary peacetime construc-
tion. Further, the districts suitable for cirflelds ond training
canps and fortifications sre few in number, so that thls spending
has been highly concentrated in 2~ small number of areas. Thus the
stimulus to cmployment has been much less widely dif fusced than 1t
would be, say, from = government roadbullding program, and there
were in fact mony arcas ln New Brunswick snd somc in Nova Scotla
where rural labour actually suffered in 1940 and 1941, diminution

in employment for cash wages., By 1942 this was offset partly by
increased cmployment in the lumber woods and partly by migratiosn of
labour to incustrial arcas, The amount spent by the Dominion gov-
grnment on recl new capital feormotion as shown for this perisd was
smell, about $12,000,000 in zll, and of this 1t 1s difficult to say
how much, if any, will have economic value in pe~cetime; how much
that is to say, is actuclly adaptable to, or not in excess of capoc=
ity for, pcacetime employment, As we have pointed out in the Bulletin
the amount of new capital formotion in the Maritimes 1s very small,
both in proporticn to the pecpulstion and to the 1939 level of indus-
trialization, compared with now cpltal formaticn in the Central
provinces,

O0f the other war orders, orders for manufactures hove been the
nost important, totalling =zbout $5,500,000 in the two yecar period,
and representing sbout 2.75% of Maritime manufaseturing output, which
does not indicate an important stimulus, When we consider the general
increase in monufacturing to the ecnd of 1941 of some 33-40%, it can
be seen that the important stimulus to monufacture came from sources
other than government contracts, namely, from incrcesed demand, from
sub~contracting and from the purchases of iron and stecl products by
secondary manufacturers in other parts of Caneda, The only other
calegory of any magnitude of the Dominlon war contracts was agricul-
ture, and this represented only 2% of Maritime agricultural produce
tiog, It was, however, largely conccnirated in mest and dairy pro-
ducts, ond thus may be partly responsible for the great exponsion in
these particular linee of Maritime agriculture,

The Dominion war contrects were also highly concentrated in
gertain fowns, Of the $56,000,000 one-half went te Halifax and
tﬁint John, and of the balance 2ll but $5,000,000 was concentrated in
& fowns of New Glasgow, which got $10,000,000,8ydney, Moncton,
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Truro, Fredericton and Amherst. An. analyslis of the detall of the
tatistice suggests that only in Halifax, Saint John and New Glas-

& w, did Dominion government war spending of ltself constltute an
%goértant sconomic stimulus., In Truro the war spending was important
to two manufacturing concerns, but in total amount was hardly as im-
~ortant as the stimulus of increased railway traffic and the effect
Sn the distributive trades of the proximity of Debert Camp. In Syd-
ney the manufacturing orders were sinzly of no account whep set
égainst the expansion of the stecl industry orders to which do not
directly appear in the Dezartnent's brealdown of contracts. The
capital assistance item in Sydney of §3,500,000 is the second lar-
gest agingle iter for caplital equipment in the Marltimes. It does not
ook so large, however, when sct azainst the $20,000,000 already in-
vested in the Sydncy steecl industry, nor when compared with some of
the capital assistence items in the Centrael provinces. The Amherst
orders are concentrated in a single lndustry wailch 1ls having a war-
time boom, but which is unlikely %o be able to continue oreration 1n
neacebime. In Moncton our flgures suggest the effeets of the war on
%he town have been vory nmuch grcater from the cstablishment of tac
R.C.A.F. station and from the vast volume of traffic passing over the
Atlantic Division of the C,N,R, than fron the two million odd of war
contracts lct to loecal establishments. In Frederlcton, there nas
becn a very considerable stimulus to thc manufacturing cstzblishments
gltuatecd there, but the town 1s not a manufacturing one, and Hrobably
the increascd business actlivity is morc in the distributive trades
which have rcccived thelr stimulus from the concentration of a large
number of troops in thec town,

In sum the analysis of the expenditures of the Department of .
Munitions and Supply in the Maritime provinces shows that thls spend-
ing was of importancc only in congtruction, and that the bulk of new
constructlion was for decfensec works and accomiiodation of ersonnel.
Some of it was for now capital cauipment, but a very much smaller
anount ner capitazl or wer $1,000 already invested in industry than
in Ontario, Quebec, British Columbis, or cven the Prairie orovinces,
and of this only a part, if any, was in plant that willl be adajtable
to peacetime uses, Thus, wherezs the centrzl provincesg have achieved
a great expansion in thelr dndustrizl equlpment and capaclty as a
result of the war, the laritimecs have hod little expansion of & Here
manent naturc in fthelr industrial equiment. The cffects of this on
the interncl balance of industry will presumably be to increasc the
concentraticn of manufacturlng industry in Conada and the gencral
location advantages enjoved by industries in the Centrol provinces.
Although noonc can complain of this, for it was essential in wartime
to develop war Indvetry on the most sul t-blec sites regordless of
reglonal weolitics, it nevertheless is a probable consequence that
the economic and political welght of the Maritime provinces will be
even less in the postwar than the prewar perilod.
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§£E£lgg_u. New Industrics.

In addltion to the stinulus of the cstablished Maritime ine
qustries as indicated by the indices of cconomic actlvity and Don-
inion governnent wor saending, the war has resulted in the esbtobe
1ishment in the liaritimes of certoln new industries, or the modifie

ntion of some of the older industries to such an extent th~t in
their modified Torm they may well be considered zs new industries,
In the »Hresent gectisn we mean to mcke a nertlal cataloguc of thesc
new industries. The ncw industries which have been most lmportant
f~11 into thrcc gencral categorles, t?ose based on the forests, those
based on steel, and munltions of war,

These new industrices, in every casc based on the use of the
forest or mctallurglcal recsources of the Horitimes, nust form part
of the study of our later chapters on forest and metallurgical in-
dustries. To avold repetition we nostpone 21l dlscussion of then
in the nreosent context and content cursclves with listing then,

Based on forest resaurces have been the pltorop industry, a
short-lived but highly aorofitable export of pltnrops to tho British
morket during the first two yecars of wor; the wooden box industry,
and. the veneer industry. The latter two we shall find to be slg-
nificant develonments becausc of their cffects on the quality of
Maritime wood-,rocessling, though thecy have scarccly become quanti-
totively imsortant,

Based on cozl and stcel has been the wartime shipbullding, an
enormous growth but none whose long run imnortance we shall sec to
be doubtful; the steel box industry, of great importznce to the
snall machine shops of the Marlitimes and munitions of war,

Section 5. Conclusion.

We eeec then that the war has brought to the Maritime »nrovine
ces an expansion which in the rcgional income, though not in volume
of nroductinn, has besn as rasid as the expansion in the Dominion
as 7 whole, The most marked ex)zneisn, however, has been in two
components of economic activity, construction and rallway traffie,
the natural conscquence of the strotogic nosition and of the conpare
atively low level of industriclizotion. The construction has not

We soy "asartial! becausc there are no sublished compllationg of
new industrics cstablished since the war, and we have had to dee
Pend on personal inquiries made in various Moritime centres,

There is a certoin overlapping as betwecen the last two categorics
in this classification.
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poon of o sort which adds greatly to rcal capltal, There have been
fow new industrics added, and of the few industrics only those buased
on the forests would secm, on our npHrescnt cxaminantion, to have much
~ernancnt valuc. ' The Dominion govcernment i1s the blggest slngle Hur~
ohasor in the country today and of 1ts spending only a small fraction
nas gone for the -roduce of Maritime incdustry, | The effects of this
apc perhaps more important in the sbending for new c¢=nital than in
the soending for finlshed goods. For the latter seconlary demand
nas becn so active that the monufacturers have greatly expanded
nroduc tion irrespcetive of the small number of orders they have re-
ccived from the suply departmente of government, But of the speni-
ing for new canltal, so little has come to the Maritimes and tha't
which has come has been of such a nature, that the belance of in-
dustrial cspacity, already heavy in favour of the Central provinces

has been further cdisturbed in their favour,
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TABIE I

MARITIME ECONOMIC INDEX BY MONTHS; 1938-1942

1926 = 100

1938 1939 1940 1941 1942 1943

January 132,2 1243 139,7 170,0 208,9 197.1

February 132.7 1.1917 139.0 173.1. 2%.6 1?8!8

March 131.3 113,2 141,86 166,2  1€9,2  176.7
April 124,7 109,0 1ho,2 166,9 166.7
May 120,7 110,7 43,5 167.5 143%,8
June 114,5 114,9 139.1  175.8 147,8
July 121,1  123,3 40,0 176,1  190,8
August 123,7  125,7 43,6 179.3  195.2
September 125,2  129.5 147.9  1€3.9  200,3
October 123,6 130,2 45,9 185,3 204,2
November 24,1 133.9 150.9 188,6  211.1
December 1236 1344 160,3 204,0 205,8
AVERAGE 125,1 1224 44,3  174.1 197.5

——

Courtesy of Dominion
Bureau of Statistics
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TABLE

X

INDEX OF THE PHYSICAL VOLUME OF BUSINESS (CANADA), 1935-1939 e 100
TRANSFERRED FROM 1926 BASE BY USE OF CONVERSION FACTOR 114,5

ﬁ Feb, Mar, Apr,. May June July Aug, Sept. Oct, ©Nov. Dec,
e
1019 63.2 62.8 55.1 564 57.8 57.8 65.6 643 6L 674 65.7 66.1
1920 764 THS 68,2 B4l 613 65.8 65.9 643 643 6l2 616 5ALT
1921 60,2 60.6 52,9 534 534 545 55.5 624 61,2 59.4 62,2 61,0
1922 61,0 65.1 65.86 60.2 63.9 66,4 67.5 714 73.8 714 76,1 6,2
1923 7.1 T3 78.8  75.0 76 75.7 THa 75.5 T0.3 5.4  73.8 7649
1924 73.3 813 76.8 THT THE  69.0 T4 68,3 TL9 TL6  TH5 7945
1925 77.7 785 75.7 75.6 734 749 76.3 76.9 d2.4 454 €9.5 85,8
1926 #4,0 #6,1 &5.8 &5.5 84.6 g¢.8 €7.9 44,1 d6.8 92,5 92.9 €9.0
1927  91.8 9l.7 92,1 92.2 91,3 92.7 92.1 95.0 91.9 92.1 93.3 95.5
1928  95.% 101.7 9£.3 96,9 104.2 101,5 1044 10€.6 10£.2 109.1 104.6 94.3
1929 122,1 111,6 111,3 114,8 108.6 108.7 113,4 111.6 101,6 109,1 106,& 95.7
1930 111.1 101.5 95.7 97.0 99.6 94.3 94.3 95.1 95,4 &9.4 gd&.& 6.6
1931 g6.1 %8.2 £9.3 4.8 244 78.3 1.6 74.9 1.1 77.3 TT.H4  73.0
1932 73.2 746 T4 65.8 69.8 T71.1 6B 68,2 67.3 65,86 66.2 63,4
1933 59.5 58.5 59.7 61,0 66.7 TL.8 734 TEM 79.3 77.0 4T 75.3
1934 75.8 75.5 #1.3 £0.9 €7.0 3.7 #3.6 #6.5 4.8 #3.7 4,3  80.7
1935 d5.2 €7.9 €2.3 €6.2 90.2 €6.6 9.9 94.2 €9.0 93.6 96.1 92.8
1936 92,8 91.5 90.4 96.9 4.0 97.0 96.4 99.1 104.4 106.1 103.1 103.4
1957 102.1 100.4 103,7 10£.3 106.6 110.0 110.5 107.& 10€.1 111.3 111,7 106,0
938 916 93.2 95,0 98.2 96.7 .7 95.3 96,5 104,1 103.6 107.¢ 101.0
igig 9.7 97.6 94,9 101.9 106.0 106.0 105,2 109,3 109,9 116,2 116,2 1164
iy U3.8 108.7 106,7 119.1 114,9 121.& 123.4 130.2 131.8 132.¢ 141,6 142.8
;9k; 1 14,9 1445 153.0 1564 163.4 166.6 172.% 177.6 174.7 183,7 193,9
1923 192,9 149.3 194.1 195.5 200.0 203.7 205.7 206.1 207.2 207.8 221,2
1943 2054 227.3

Source: Monthly Review of Business Statistics
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TABLE III

N.TIONAL INCOME PAYMENTS TO INDIVIDUALS, 1938 - 1942

000 omitted
193¢ 1939 1940 1941 1942
P, B Lo 22,hd2 24,053 26,925 30,295 34,735
N Se 158,383 165,704 188,917 225,906 270,971
N.B. 117,920 119,327 135,335 166,342 149,574
quebee 1,022,662 1,042,496 1,225,797 1,462,508 1,732,267
ontario 1,683,052 1,752,303 1,997,161 2,399,633 2,840,251
Manitoba 253,692 266,467 303,338 360,13¢ 399,903
sask. 240,877 252,345 242,695 326,501 366,193
alta, 260,5C¢ 27,770 315,243 362,055 422 405
B.C,* 361,910 342,964 427,590 518,913 605,181
CANADA 4,121,486 4,324,429 4,923,041, 5,852,291 6,861,480

* Includes Yukon and N.W. Territories

Courtesy;
Dominion Bureau of Statistices
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TaBLE IV

EMPLOYMENT INDICES

1926 « 100
—_— % Unemployed
Canada Maritimes P.E.T1. N.S. N. B.

1
'N'Z% 125,2 127.3 83.0 124,9 132,8
Dec, 121,6 122.5 79. 127.6 118.9
1938
ﬁf 114.6 112,6 95.0 123,6 103.3
Dec. 114%.0 109,8 .4 121.5 97.2
1939
}'3% 108.1 109,2 92,2 121,0 95.8
Feb. 106.5 100,5 7942 107.8 92.9
March 106.5 101.2 83,8 112,6 28.%
april 104.9 99.7 88.3 114,7 22,3
May 106.2 100,2 82,2 1144 4.1
June 113,1 1084 9.4 120.6 944
July 115,¢ 115.9 108.7 129.9 99.3
AUg. 117.5 115,.6 111,0 124.2 105,
Sept. 119.6 1164 111,6 125,.6 105,
oct, 121.7 117.9 103,2 130.5 103,
Nov, 123,6 117.9 101,1 126,9 108.1
Dec, 122,7 123.0 90.6 132.1 113.8
1940
Jan, 116,2 11€,9 4,3 126.6 111,6
Feb, 14, 1184 é5.1 124.9 112,5
March 113.5 116,0 93,4 125.5 105.8
April 111.9 111,86 oli,0 12&.7 98,4
May 114.3 112,8 46.4 124,0 100,7
June 120,9 117,0 90,7 124,84 104,2
July 124,7 124,0 102,2 135.3 111.5
;‘Go 127.9 124.5 110.6 135.5 111.9
o«::t' 131.6 127.3% 117,0 136.7 116,14
<oy 136.2 v 12¢.2 132.5 133.8 115.2
iy 133.2 133,48 134,0 12,k 123,14

) 139,1 133,2 106,1 12,7 1234



T..BLE IV (Continued)

e 7 Unemployed
Canada Maritimes F.E.I. N.S. N.B

1941

1 134,2 7.4 130.0 137.5 121.9
;::. 135.2 6.6 135.2 12 2,7 126,3
Mareh 135.3% 6.9 135.1 47,3 119,7
april 141,3 6.6 135,6 151,2 1194
Vay 145.5 545 136.2 156.,2  115,2
Tasé 152, 4.6 152, 167.9  134.9
Tuly 157, 4,1 15&.9 12&.2 43,3
AR 160,6 3.& 164,2 14h,5  140.7
Sept. 162,7 g 164,1 182,1 1&; g
Oet, 165.5 2.7 175.4 194,48  154,6
Nov. 167.6 3.1 179.6 198,1 160.7
Dec. 164,8 3.3 187.9 2044  171,7
1942
Jan, 165.8 % 14 204, 162.2
Feb, ls%.n 3.3 17% % 202, 1534
March 165,1 4,0 159,.3 172.6  145.%
April 165,2 4.5 155.6 175,0 135,3
May 167.4 3.3 156.7 179.3 E¢.3
June 171.7 2. 166,1 185.2
July 175.7 2.5 177.2 159.7
~Ugs 177.8 1.8 170.% 19%.3 5 6
Sept. 179.3 0.9 172.2 195,1  147.5
Oct, 1€1,3 0.8 145,2 211,6 157.2
Nov, 1€3.3 0.7 19,0 21,1 162,6
Deo. 166.5 0.4 195.4 2204 169.6

The Employment Situation

The Labour Cazette
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T4BIE V

ESTIMATED VALUZ OF BUILDING FIRMITS ISSUED
(Total for 58 municipalitics unrevised - 7 centres.)

w1l Hali~ New Glas-gpay1 Mone- Saint Fredericton
Canada Maritimes fax Sydney gow town ton John

3535-—-—_}05 630 116,02¢ 904995 3,21¢ 5,500 4,500 6,750 5,065 No Report
jBhe egha161 75,860 43,935 6,500 1,350 il 6,450 17,645 il
’ 3'351 ‘19 93,14¢ &0,670 68 3,200 Nil 3,635 5,555 Nil
s 5.0%,406 113, 495 46;800 36,490 %175 No Rop.73,250 12,380 2,000
;ﬁ,' §.390,779 343,162 97,547 67,260 9,240 13,000 45,985 75,710  3h, 400
Jame 7,561,492 819,727 97,907 53,240 3,215 9 050250,750 173,5 1,900
Toly 6,535,813 292,406 121,B82 51,695 §,865 34,300 7,750 60,22 10,090
6,159, "463 217,£19 117,075 21,575 15,000 19,000 6,000 19,169 20,000
Sopte U 1oh ‘Wo1 154, 312 62 ,ohs 38,705 1,600 18,900 10,100 17, 461 5,500
et 612 '269 h 0,374 273,945 30,000 3,915 30, 38 22,105 39 1&1 30,830
Z 144,449 140,72¢ U6,679 20,178 1,955 1,600 27,910 2 1,050
Dec, 6,035.212 105,525 50, "400 16,375 450 2,700 Nil Nil

an. 2,391,300 E W77 E} ,850 7,250 Nil  Nil 1,712 11 ,265 1,4%00
Fob, ,015,0£9 ,920 1,665 il Nil 6,527 8,503 Nil
Mar. 3 .730 361 hly 2?9 170 11,900 330 1,500 17 6&5 Yo,472 Nil
apr. 6,959,537 35u 518 £9,560 5,140 2,3 635010, 665 34.?50 17,225
May 9,623,112 671.381 105,982 241,572 70 12,650 31,323 233,730
June 7,231,786 236,913 53,105 104,350 925 21 660 26,060 15, 358 15,425
July 7,874,638 282,895 82,298 114,365 &,910 ,7&0 22,705 39,577 8,000
A 7,795,592 56¢,323 162,02 26,390 1,926 7, 100362 102 22,868 5,75
Septe 6,&26,220 263,677 &2,6&2 23,745 11,£9C 40,000 14,865 1,025
oct,  &,466,440 24¢,510 110,300 19,200 26,273 27 500186,73% 21,362 3,090
Nov, 7,530,566 U454,600 272,803 137,550 1,05 6,000 22,9¢5 11,958 2,250
Decs 5,994,478 253,68 46,035 14,000 900 Nil 174,963 17,790 Nil

==
a 533,052 9&,505 gg 58 18,000 1,200 3,200 Nil 15,&5? Nil
1272

Fab, 89,82 6. ,885 Nil Wil 5,900 Mil
Mar, ,397 623 177,029 )2 35,500 600 mil 10,500 753 5,500
Apr. 12,552,258 741,701 655,269 1#,290 5,155 1,450 27, 530 5 092 2,925
May 12,623, 62 471,869 197,041 111,050 9,993 h,32) 98.575 5,905 1,90
June ¢ h71.956 294,728 11,460 67.23% 5,253 10,350 24.305 46,122 -
July 8 g;a 289,352 170,7 Z 67,155 1,900 11,400 No rep. 35,537 2,570
. 2,321,931 153,065 45,900 #.,725 20,250 0,401 00
- 33 4 2%60,290 30 3:3

Sept. 8,074,919 , 457 194 698 ,850 25,520 2, 200 27.725 49,94 2,4
g°t- 10,095,922 355 1?5 150,005 105,750 13.?90 5,550 Tk 533 63131 NO'rgg-
ov.  &,573,6¢9 1,510,213 #5,235 30,800 11,200 1b,5§0 21,431 No rep.

Dec l} 542 9 T3
“335“ 2,427,347 331,725 4o,410 242,050 &,700 500726 3 E 13,665 Nil

-.q

Jen, 4,209 07 69,350 41,342 5,568 Hil No rep. Ko rep. 22,400 Nil
Q::- 4,246,246 91,305 Uub ;oo 28,000 1,500 2,100 2,500 12,305 00
posdy 5,707,622 111,559 Wy, 955 3,450 17,675 900 6,800 35,779 Nil
Ny g, 865.927 273,08¢ 129,495 30.450 3,800 2,400 23.530 30,133 52,480
'6.513 162 315,684 153,155 33,100 9,225 14,375 No rop. 20,583 76,250
Ty I7 612,333 129, WA 61,585 36,095 No rep. No rep.No rep.27,932 4,030
7,085,076 sl ,928 107,725 239,000 9,718 1,850 27,490 95,068 3,675
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T-BLE V (continued)

=1 Now Chr? Saint  Freder-
Canada taritimes Halifax Sydney Clasgow town Lioncton John icton

;.-

=Z— 6,077,082 151,423 46,921 UL1,400 11,420 m.P.I. 28,490 23,192 No.Rep.
Sept. 'T,4E,396 510,868 42,53 23,350 4,350 No rep. 309,035 123,59 2,000
SePRe 16,242,700 194,092  &2,867 454,020 No rep. 2,700 Mo rep. 63,305 1,200
Jov.  '5,485,935 106,995 58,887 12,945 {,°57 N.f.I, &,950 17,598 350

*pevised ! only 56 municipuzlities reporting

N.B. Figures for august 1939 for New Glasgow, Charlottetown, Moucton, and Fred-
oricton approximate nearest thousand, .1l figures werc bascdon month-to-month
estimates rather than annual revisions in same month of subsequont years, with
exception of nugust 1940,
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T.BLE VI

INDEX OF THE COST OF LIVING

I

Canada P. E N. S N. B.

%SE? 101,1 115,6 114.9 1204
Lpril 100,6 113.6 113.2 119.4
Tuly 100.¢ 1114 113. 11€,2
oct.. 103.5 1154 117.4 122,9
1940
Tan. 103,8 117.2 119.6 123,8
april 104,6 117.5 120,54 122.6
July 105.6 116.7 120, 124,6
Oct, 107, 117,0 119. 125,4%
1941

Jan, 10€.3 119.4 122.9 129.6
April 108.6 118 121,1 128,7
July 111.9

Oct. 115.5 1127 Halifax 113,2 Saint John

cnly only

1

an, 115.4
April 115.9

i 117.9 11k, 115.4
Oct, 117.8 115.5 116.6

Source: The Labour Gazette
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TaBIE VII

COMPARATIVE FINaNCIAL FIGURES

Bank Debits to Index Total Circula- Index
Individual a¢- Debits to Individual accts. Total of Notes ting Media in of BK.
counts - at Clewring Hcuses Maritime in Hands Common Hands of Fub, Debits
Canada Halifax cncton Saint John Provinces of Pub, Stocks Bk.Notes & Bk. *
1939 ) Can.Notes & Coinas
Jan. 2511, BRI, T2H 27,897,925 1,004,955 15,094,199 50,807,079 L1Z2.9 102,.9 - 104,0
Feb, 2,050,003,522 22,795,549 7,090,1€0 12,934,343 42,420,072 112.3 04,1 - 91.5
Mar. 2,42¢,097,769 27,886,3&5 7,752,969 14,490,187 50,329,649 119,0 10%.7 - 104,5
apr. 2,473,031,92¢ 24,857,448 7,492,229 14,074,233 46,427,910 119,2 96.2 - 103,6
May 2,839,206 ,62 40,536,999 9,017,000 16,227,793 65,781,792 111.5 99,2 - 104,3
June 2,831,061,94%4% 27,719,896 9,434,332 16,037,369 53,191,597 1l5.4 97.0 - 1045
July 2,376,528,320 30,651,862 9,603,251 16,116,737 56,371,850 11l k4 97.3 ~ 92.9
Aug. 2,389,740,956 26,779,214 9,165,541 16,244 676 52,149,431 115,0 & .2 - 101.7
Sept. 2,831,650,702 32.592.653 9,666,988 16,392,939 58,652,580 133.8 100.1 b 11749
Oct, 2,969,915,767 2,057,080 10,035,837 16,659,575 68,752,492 129.9 106,0 - 105,1
Nov, 2,930,345,995 3,865,663 10,043,139 17,315,&#7 66,225,349 129,.¢ 103,6 - 105.4
Dec. 3,056,866,581 39,162,574 11,725,128 17,240,429 64,148,131 136,2 101.2 - 112.7
1940 )
Jan. 2,674,334,955 Eﬁ,rg#,sag 9,929,205 17,643,264 63,551,032 135.5 99.7 - 110,7
Feb., 2,955,217,112 ,570,361 10,040,12¢ 20,670,633 75,281,122 135,€ 99.0 - 131,48
Mar, 2,412,660,476 34,740,557 8,979,339 16,784,729 60,504,625 125.6 99.1 - 10349
apr. 2,934,297,836 33,994,3?2 9,270,564 18,720,659 66,946,095 125,0 97.0 289,044,166 123,0
May 3,339,595 ,188 1,173,794 10,278,501 20,326,197 71,778,492 127.1 80.4 261,859,911 122.7
June 2,681,584,968 32,663,527 11,244 585 17,997,29¢ 61,905,410 142,.8 71.9 303,072,371 99,0
July 2,622 847,472 39,906,721 11,322,920 19,912,279 71,141,920 154,1 72.5 346,234 536 102,.5
Aug. 2,457,706,21¢ 33,610,893 12,635,018 18,106,028 64,351,969 1594 76.0 342,162 457 104,6
Sept. 2.571.232,162 »973,672 10,580,317 17,113,740 62,667,729 167.9 €3.2 365,835,120 107.1
Oct, 3,526,624 ,710 2,069,922 12,844 100 22,405,28¢ 77,319,310 172, 1.4 378,238,021 127.9
Nov. 3,049,322,205 44,137,050 11,903,302 18,463,230 78,305.582 172.7 €l.7 379,104,431 1097
Dec.  3,208,47,577 39,777,902 12,848,180 17,862,468 70,488,550 177.8 77.1 388,766,754 11&.3
*Up to Dec. 1940 bumed on 1926 = 100, thereon - 1935-39 -~ - 100,

————————————————————————————————————————————
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TiBLE VII (continued)

=" pank Debits to Debits to Individual accts, Index Total Circula- Index
Individual e~ at Clearing Houses Total of Notes Come ting Media in of Bk,
counts Maritime in Hands mon Hands of Pub. Debits
Canada Halifax Moncton Saint John Provinces of pub. Stocks Bk.Notes & Bk, *
Can.Notes & Coins
1951
Jan. 2,9%1,104,197 41,360,777 11,471,944 19,944,742 72,797,463 169.6 71,3  3€3,341,813 111,¢
Feb, 2,540,142,412 31,579,107 10,426,983 17,682,529 59,694,619 176,40 6645 220,339 104,1
Mar. 2,838,145,853 40,110,067 10,612,935 20,851,618 71,774,520 182.7 66,8 02,846,714 112.3
apr. 2,984,165 460 41,937,300 11,202,499 20 623,034 73,762,823 1864 65.6 h4od,274,249 114,8
May E 265 g71, 770 42,114,807 12,016,763 21,767,499 75,899,069 1€7.9 6?'9 Los, 693,353 110,2
June 240 629 935 54,02¢,662 13,744,774 27,826,457 95 60? 495 19446 64,0 428,592,833 143,8
July 3, 241,706 7 ,926 1689 12,577,856 19,860,124 75,36 198.& 67.5 436,838,032 1164
Aug. 3,149 790,606 45,460 hor 12,729,551 19,848 hsa 74,038, uu; 206.3 67.8 433,)76,577 123,1
Sept.  3,300,73L,342 14,664,965 13,235,629 20,481,483 78,342,077 211.6 7140 h67 geo 637 126,43
Oct. 3,627,176,887 46, ,233, 3u? 15,604,443 22 hlg 965 84,257,755 217.6 69.1 466,363,398 120,8
Nov, 3, hes,gos g05 50,127,250 15,124,525 19,914,327 85,170, 112 222,9 6d.8 U4dg, alo ,626 113.2
Dec, 3,686,546,270 51,802,990 15,796,155 22,36?, 6L 59,966,609 2351,1 67.2 509,496 45
1952
Tan. 3,230,748,844 40,592,579 14,944,241 21,618,272 77,155,092 2254 66.6 492,024,940 122,84
Feb, 2,892,863,562 41,136,547 14,¢19,382 21,732,901 77,690,830 2Eﬁ.7 64,7 510,861,630 118,5
ar,  4.176.630.029 60.6hé.142 14.769.549 30,111 53310 E“ 274 2.9 62,3 531,306,146 165,2
spr.  3,733,218,977 W7,544,881 14,067,844 23,960 €66 &5 ? 55 245.5 6l.1 530,226,569 14%,6
May  3,790,963,595 55,200,205 13,635 u23 22,850,501 91,739,129 257.2 62,0 538,347,079 12749
June 3,767,042,291 7 520,3#1 16,014,819 24,077,405 &7 616,56r 255.1 62,6  B57,400,000 127.7
July 3, 704 132 691 hg,032,363 14 aed 67 22,503 708 55,u2h,7k5 266.3 62.4 565,000,000 13340
aug. 3,479,744 036 4y 216,215 15, 061 614 22,025,859 €1,303,689 279.7 61.6 597,600,000 156,0
Sept. 3,516 107,197 r1,992 ,613 14 362 838 20,723,708 &7, ?79,359 292.? 62,6 615,500, ’ 000 134.5
Oct. ,073,390,537 53,79&,132 16,952 26,714 ,1é4 97,460,681 3054 65.0 32 100,000 1;3.7
Nov. % 966,555 09¢ 62,206,007 16,330, 09 29,308,?05 310,5 67.6 6?6,300,000 16%,0
Doe. 4,194,613 475 49,073,163 17,741 1&#5 23,980 205 9 ,793 513 318,.6 71.3 667,500,000 42,1

*Up to Dec. 1940 bused on 1926 « 100, thoreon-1935-39 = 100
Sourcos - “Bank Debits to Individual .ecounta®

_—__—“M—-———



T~BLE VIII

TONS OF REVENUE FREIGHT LOADED

1939 1940 1941 1942
— i
.-—-———C"zmir'atal 62,790,592 72,946,500 &6,115,049 91,864,795
——
-E-'-':-E-‘-Eéota 1 146,150 190,242 191,179 219,865
potatoes a4,167 104,427 107,805 12¢ 488
: fcultural products
A uding potatoes) LT B S
d calves §
ol 30177 3,337 3,371 3,558
411 animal products (incl.above) g,;gl_; 15'550 lg,;g: 1&,;57
ducts 3 ,
gi:: sﬁrgrﬁﬁum 2 :mm 1 :504 1,626 2 :GEE
Merchandise 11,461 13,072 16,224 17,435
Fortilizers - #,540 11,178 6,969 8,452
all manuf, (including merchandisec
and miscellaneous) 28,091 33§29 32.733 41,414
Hlsl
= Total 6,495,499 8,451,929 8,141,418 8,824,022
Apples 50,759 17,621 24,392 2#,924
All agricultural products :
B oo™ e W = o
animal products (e s i 4
Bituminous coal 5,427,372 6,444 141 5,822,703 6.059:338
All mine products (incl.coal) 5,645,084 6,894,325 6,510,902 6,769,102
Lumber,timber,box,crate and
cooperage material 236,996 hgz,rsh 233,086 321,163
all forest products (incl,above) 355,203 554,136 401,587 530,942
Iron & steel (bar,sheet,structural
pipe) 132,944 160,476 235 ,hoa 31€,61¢
Fish (fresh,frozen,cured) 30,743 33,1;&5 35,96 4g,394
Merchandise 73,490 74,296 92,362 107,007
41l msnufacture & miscellancous
ﬁ___(incl.abova) 806,285 950,024 1,160,308 1,430,832
" Total 2,130,8¢6  2,666,1%0 2,491,965 3,368,507
Potatoes 156,386 152,288 170,8€2 194,246
4ll agrieultural food (incl.above) 202,633 194,527 212,456 o254, d91
gﬁ u;;!imal products 11,07 13,369 14,407 17,320
AL, ninous coal 344,157 431,149 409,757 457,853
Mmozz products (incl.abovs) ggg,gsg 720,33% 602,1;22 gl;g,%ﬂ
; s79 267,11 516,533 '
ayer (sce N.s.above) 31€,00 472,411 b57,203 375.?6#
ows_1 5t Products (incl.above) 602,78 930,43 1,099,991 1,415,994
s Ty 53,937 71,623 148,353 186,146
Al 72,850 79,707 96,047 105,865
(4 Mufacture & misecllancous
——=fcl.above) 620,530 €07,478 955,649 1,039,665

Source:

Car Loandings - Dominion Buroau of Statisties
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T-BLE IX

DOMINION WAR CONTRACTS LET
IN THE MsRITIME IR OVINCES
SEPT., 1,1939 to AUG.31,19%1
BY DISTRICTS

Halifax 18,125,000
gaint Jobn 10,325,000
Moncton 2,650,000
Sydney 4,420,000
Truro 1,466,000
amherst 1,265,000
Frodericton 1,725,000
New Glasgow 9,510,000
Others F,E.I. 1,815,000
Others N.B, 1,745,000
Others N,S, 3,515,000
Total 5§ ,500,000
—— s ]

Source: B.S. Kcirstead,
Dominion War Contracts et in
the Maritime Provinces
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TABLE X
DOMINION <R SPENDING IN THE

MiRITIMES, BY INDUSTRIAL C.TEGORIES

D.M.S. Qther Dominion War Approximate
Spending Spending Totals
category 3
construction &
Shipbuilding 10,527 ,82¢ 20,000,000 30,000,000
Manufacturing 5,323,211 5,300,000
agricultursl Produce 3,219,390 %,200,000
Pusl 1,848,502 1,850,000
Timber and Mill Produets 2,054,545 2,000,000
Contracts to Maritime
Jobbers for materials
not produeed in Maritimes %5,666,€72 5,650,000
all other contracts €,000,000
GRaND TOTAL : 56,000,000
Sy ———

Source: B,S., Keirstoud, .
Dominion War Contracts Lat in
the Maritime Provinces
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Chapter 3

LOCATION AND DEVELCPMENT OF MANUFACTURING

section 1. Introduoticn.

In this chapter we wilsh to zttempt to assess the cffects of
the war con Marltime manufecturing industry. These cffects, as shown
quantit:tively, are not difficult To abstract from thc materlal of _
the previcus chapters The index of volume of industrial nroduction-
and the carloaling figures? aglike indicate an increase in all manu-
fecturing of zbout 50% to 60% from 1939 to 1942, A further analysi
of these "overall® flgures wauld show that the expansion was chiefly
in the donestlic parket, although the government was not direcily an
inportant buyer. Indirecetly, of coursc, for such commodlties as
stecl and steel produets, government demand was the initial stimulus,
cven if that stimulus 1s not revealed in our figurece of Department of
Munitions aond Supply Contracts. By ilndustries the most im»ortant
expansinn was in shilpbullding, steel and stecl products, lumber and
lunber products. Textilee and boots and shoes also showed important
advances but these, like pulp and paper, had thelr expansion checked
in 1942 by shortages of labour, raw materials and, in some cases,
electric zower.

Thls expansion, not unimportant, is, we saw, less rapld and
lese pronounced than that of Canadian manufacturing in other prov-
lnces, particularly Ontario, Quebec znd British Columbia, ond the
expansion in manufacﬁpring capacity has been very nuch less than in
the other provinces, We know, of course, that given the condltions
of Canadian industry and the naturc and nceds of the war the wartime
development could not have been otherwise, What, we fecel, has been
insufficiently uncerstoad, is in the first place, why the conditions
were as they were, why manufacturing industry had felled to develop
in the Maritime provincos, and, in the sccond olace, what we maoy ox-
beet these wartime changes will mean to the position of Moritime man—
ufacturing in the futurc,

In this chapter, then, wec cre not concerned to set out in
igrther detall the quantitative effects of the war on Maritime manu-
ructures, one by one, but rather to set out the theoretlc background

or the interpretation of these effects, that we already know in =

See Cha- : '

L apter 2, Statistical Appendix, Table I.
:Ge Chapter 2, Statisticzl Appendix, Table VIII,
®e Chapter 2, Section 3,
Sce Chapter 2, Section 3,
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ficiently general way. Our problem is why ¥sritime manufacturlng,
suf h at the time of Confederation was diversified and, on the whole,
whic orous, falled to develop and to keep pace with manufacturing in
prosPd or srovinces, and to dlscover, if possible, the induetrial
‘Epditions‘which will determine the retention or loss of such galns
zgnthe wer has brought,

our thesls, wanich we shall attempt to support, may be briefly

gvancel. as follows, The beslis of M¥Maritime manufacturing in the days
gf jts prosnerity was its transoortation zdvantage with respect to
the chief oversecs markets, the West Indles, the Unlted Kingdon and
the Ncw England States; an expanding purchcslng nower in the domestic
nerket, srotected by distance and poor transport from other possible
North Americsn competitors, and a2 naturegl sdvantage and accunulated
managerial and labour skills in the chlef industry, baslic to the other
development, lumbering and wooden shipbullding. Confederation led to
the loss of the transport advantage, not because of "unfalr" freight
rates, but because of the adoption after 1879 of a tariff system
which changed the nature of the Canadian market, ahifted the balance
westward, and this coincided with e technological advance which des-
troyed the woocden shipbullding industry. This was followed by other
technological advances wiich increased the power of the "agslomeration
foctors?,”? and led to a rapid dleappesrance of smellscale establish-
ments, l§00—1920, & procgss thot was brought tso equilibrium by the
"deglomerating factors",® exaggerated by the dGepression of 1931-35,
and offset by "particular' factors in certain industrics. These par-
ticular factors we cannot mcasure, but we can infer thelr presence by
a comparative examination of certaln industries, ond this examination,
bascd on Dominion Burcsu of Statistics returnz, enables us to specu-
late with some degree of confidence sbout the probable ability of
specific ¥Maritime industrics to retain thelr wartime gains. Naturally
this speculation has to rest on bold zssumptions zs to the nature of
postwar trading,

> Cf, C.J.Friedrich, "Alfred Weber's Theory of the Locstion of Indus-
tries." (Chicago, 1929), Chapter V. The "agglomerating factors"
are those which, once there has been some concentration of industry
in one area, give, from the mere fact of concentration, advantages
to other industrics in that area. They are the built-up supply of
skllls, both managerial and technicsl, the largescale development
of nower, economics of size and natural incdustrial links, such =s
the growth of an englneering industry where there is a demand for
machines, and so forth, The deglomercting factors are those which
flave 2 reverse action lesding to industrizl devolution, the rising

g Cost of management, lebour and materisl shortages and so forth,

7 Priedrich, op. clt., pexxvii
Fricdrich, op. cit., pexxv-xvil
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cotion 2, "Discppeerancc of Smallscale Establiehment®,®
Soghi o st—— —
A, The Ferlod of Reciprocity,

prior to Confederation Maritime trade was largely with Great
gritain, the West Indles =nd thc New Englond Stntes. By 1850 the
scaboarc. cojonles ned rccovered from the trode stogn-tion notel by
Lord Durham/ and after the Reclprocity Tre-ty of 1854 thls recovery
took the form of = prosperous business activity, The chlef items
of import werc hardgarc, clothlins and miscellanesus manufactures
fron Grest Britain,O gugor, rum ond nolasses from the West Indies
~nd the United Stoates, Exports werec cgricultursl produce and fish
to the West Indics -nd New Englend nnd lumber and wooden ships to
Great Britcin ond the United States.t€ There wes o sm-ll trade in
fish and cozl with the Province of Cancde, To o large extent the
provinces werce selfcontained, Mony forms produced thelr own fuel,
clothing ané food, with smnll surpluses, usually from the woodlot
for cash snle or trade, which pald for the necessary purchases of
shoes, tools, sugar, tobacco ond rum, Each village had 1ts small
grist mill, often 2 sawmill, a blacksmith shop, and even villoges
1ike Oromncto and Sheodlac nnd thelr shisbullding yards. The un-
favourable visiblec balance of trade was large and represented not
cepital imports DLut the value of shlp exports ond the carryin§
trande and was larzer than zny single iten of wvisible exports,

This Tlourishins cconomy was besed on 2 great natural ree
sourcc, white pineg, whilca wss the particulcr factor making for the
success of the lumber -ond shiobuildinzg industry. The zenecrel low-
cation factcr wns the cheabness of senborne troansport in Maritime
bottoms of luamber, fieh, minersl and agricultural »nroduce to the
chlef markete, 211 of which lay across the sces; the ports, open the
Year round, werc served by nuncrous river systens along vhich lay
the forms ani Cown whrich the lumber couli be flonted. There is no
Goubt, in soite of the lock of c-mparetive transport cost figures,
of the greoat genersl nlventaze enjoyed in the transport fzetor,
adjudged by Weber as the prineipal ceterminant of locslisation, i,e,
of situation advantcoge.,

8Mis title with apnlogies to A.H.Johnson, "The Disappearance of
9the.snall Landowner®, (Oxford, 1909)
%?PL Durhan, Rewort on Sritieh North America - Methuen edition
“ondon, 1930), p. 142,
enfmlnlzn_Burcau cf Statistics, he Karitime Provinces since Confede
T;;{i‘?? King's Printer, Ottawa, 1927, ».81,82, and Chapter IV,
n
e Th? Moritime Provinces since Confederation®, loc. cit.
Ibii., loe. cit.
“-—'-.L.._'I‘_. 3 100. Cit -
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At thec then existling steze of tecannique manufacturing wes

jther SO gspecinlised 2= it hos since become, nsr were the econw-
“eieg of scale sc Ccveloped. In textiles and heavy industry the
omited Kinglom had developel pronocunced acvantesges in which the
gglgnies partici ctel from the noture of their triangular treode
with Great 3ritain and the YWest Inflces. But imported fine textlles
werc for the well-to-do; local industry in homespuns supplied the
magss of rurcl folk, Heavy incustry 1n Brit-ln night sustaln the
ngeﬂs sf Scint John and Halifax for engincering works and of the
firet railwoys, but local demands would be met by the improvised
apnducte of local blackeniths, foundrics -nd machine shops., Nor
were tacsc improvisctions neceesarily crude. The shipbulléing ine
dustry, and 1life in the isolated inlenc settlements had together
developed an indepenient, inventlve, jack-of-zll trades skill that
could improvise, lnitlate and adapt., COne of the first successful
steamboats of nistory was entirely englneered and bullt in Freder-
joton ond sailled down the Saint John River to Saint John. The gen-
eral situatinn adventage over other North Americon competlitors in
this naturslly protected <omestic market, the adapteble labour skill,
the particulnr alventages arlsling from the West Indlon trade in the
menufacture of sugar, runm and molasses, zaorly led to the establish-
ment of variegzteld smallscale manufscturesz, of which, after the
greet tracdes of lumber anl shipbullling, the zost ilmportant were
tonneries, grist mills, distilleries, orewcrics, iron foundries,and,
a 1ittle 1ster in time, sugar refineries,

B. The Periosl of Nationzl Policy -~ Manufacturinz Growth.

cnf ederatisn and = national policy of, tariff protection
werc believed, even by Haritine politicians,lLL o provide the con-
Qitlons for o general development of menufscturing industry in the
new Dominion. It was confidently believed that nanufacturinz in the
Maritimes would grow along with that of Ontario and Quebec. In the
89’3, in spite of trode <feprcssion, new estsblishments an what was
then = large scole of or;nﬁgaati}n were storted in textiles, shoe-
meking snd sugsr refining, In spite of %ac Trode recession
wilch followel the abrozction ~»f the Reciprocity Treaty in 1866 and
the decline of shippling =nd shipbuildingz, a declinc which is apparent

4

14?1 enn nnt, I think, over sanguine when I say the Say is not far
Cistant when the populaticn in the Western country will be greater
than in Cannda, =nd when the Haritime Proviaccee, with their cozal,

ran ond water power will be the manufacturing centres for this
Yagt Dominion,..." Sir Leonard Tilley in House Commons Debsntes,
£1879), PpP.1306-1308, Quoted by N. MclL, Rogers, A Submission on
3809?1ﬂ16n—?r3vipclhl Relations oni the Fiscal Disabilities of Hova
Otia within the Conadian Federation (Halifax 1934).
Of.Wilson C,MacKenzic, Manufacturing in Novs Scotia, Report Noy32,
SPorts of the Nova Sentla Economic Couneil, Vol., IV, (Halifax,

1939) p. 29.
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tne forelgn trade figures,ls the first two decades «fter Con-
receration were o perial f grect Industrial cxpansicn and_venbure.
In'Nov: Seotiz slonc the number of est~blishncnts doubledll and 14
sonitol invested increcscd fron 46,000,000 to nearly $17,000,000,
In tne Maritinmes as = wholc the expansicn in manufacturing plant
onZ. capocity wagpof o sinilar order of nearly 300% from $12,000,000
o “gncreabouts, 7 in 1871 to $33,000,000 in 1891.

in

The proboble reasons for this expansion are not far to seek.
There was first of all the spirit of optimlisn :nd confidence in
cntrcprcncur1:1 circles which was cnzendcred by the National policy,
a confidence vhlch was not shorecd by the tracders, many of whom had
pecen and remained consistent encmics of Canfederation. In the i
gecond plsce there wns the discovery of the Wabana fields, therapid
zevelopment of the Nova Scotian steel industry20 and subsidiary
steel orofucts industries under the Jolnt stimulus of cheap ore and
the demand from rall constructizan., In thE third place was the high
srotoction afforded under the new tariffecl to the domestic markef,
which, alrecdy developed, was of first importance in days when the
tyolcsl scole of cstablishment was small -nd when nelither communi-
cations nade possiblec nor advertlsing Cesirable mass produced
"national brands", 8> o diversificd manufacture of smallscale,
except for iron and stecl, grew up in the Moritince provinces, based
on perticular natural adv-ontages in the case of lumber products,
iron ond steel and sugar refining, ~ni, for the rest, on general
advantoges of tariff srotection ond transport advantage with res-—
pect to the domestic (Maritime) market,

But during these twenty years of cxpansi~n cmployment and out-
Put hardly kent pace with the investmont of capital., Even in those
carly Jays were signs of the disapprointments to come. While capital
investment lnecreased threefold in Nova Scotia and nearly as much in
New Brunewick, emnloyment in Nova Scotia incrersed by snly 40% and
in New Brunewick by only 5%.22 With three times the capital Nova
Scotian entreprencurs ineregscd_their output value by only 80%
and New Brunswick by snly 16%.23 Thc domestic morket by itself was

O8ysorts deelined from an alltime high of 816,332,341, with a fur—
ther glo,ooo,ooo of invisible exports in 1866 %o $9,743,798, with

less than $5,000,000 of invisiblc items in 1867. Sce Table I,

% Ehspter IV, "The Maritime Provinces Since Confederation",

g:i¢scn C. MacKcnzic, op., eit., 2. 29,

. The Maritime Provinces Since Confederation®, p. 76.

0Prince Edward Island figures are not avallable for 1871,
Sce Chapter 5.
%efare Confederatisn the Atlantic colonics had had revenue tariffs
1“—?: aversging around 10% ad valorum, The Guties after 1877 werc
frﬁtective and raon three to five times as high.,

331%?? ¥aritime Provinccs Since Canfederation", p. 76.

-—-...___:I;Q
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anable b0 teke the produce of the new industry in anything like pro-
ortionately ineressed amounts, and the new policy exaggerated the

gffeots of the cutting out of white plne and the death of the wooden
enip in depriving the Maritimes of their previous advantages and

¢. The Third Period - The National Market and Concentration
of Industry.

The next stage of development was the period of the opgﬂing
of the Cznadian west ond the creatlon of the national market.
the opening of the west coused a boom, on a natlonal scale, vhich
made 211 trade prospcrous, and, particularly the steel trades. This
effect was pranounced in the Morltimes, especinlly of course in Nova
Scotia steel. The Great War accentuated this. The more pcrmanent
offect has recelved lecss attention. The whole centre of gravity of
the Canzdian economy was shifted westward. The Maritimes, from hav-
ing hod an ldeal situation with respeect to markets, wlth every trans-
port advantage, now found themsclves on the periphery, on the far ex-
treme of an unnasturgl, tariff-created naticnal cconomy, with every
generel advantaoge in industrizsl situs enjoyed by Ontarlo and western
Qucbec competitors. Only the unususl znd lmpermanent stimull of
railbuilding and war could sustaln high demand in thls market for
Maritime monufactures,

This new national economy developed 1ts own characterlstics,
many of which were ilnimiczl to the prosperous development of a manu-
facturing industry in the Atlantic provinces. With these character-
istics Canadlan readers are too fomillor for us to analyze them at
length here, yet we may note them, because, sometimes, 1t ig of the
very obvious and famlliar that the significance escapes us. 5 The
new natlonal system was based on an cast-west flow of trade, linked
by great tronscontinentalraillway systoems which had to be directly or
indireetly subsidized by the publlic. It was a capital-importing sys-
tem, accepting copitnal in the form of products of heavy engineering
industry in Britailn during the staoges of first development (1871-
1911) and in the form of manufacturing plant and machinery from the
United Stotes in its mature period. (1921-1939). Thesc capital im-
ports were financed by the cxport of staples of extractive industry,
vheat, later woodpulp and paper and mincrals. The miscellaneous »ro-
ducts of mixed manufocturi ng were supplled by o domestic industry
vhich grew up under the protecetion of 2 toriff wall. Contrast such
an conomy with the mercantlle, froe~tradc economy of the Maritime
WTOJances in the fifteen ycors beforc Confedcration, Thelr exports

Cre of raw materials and proccssed goods bascd on thelr natural

e
Say 1891 - 1914,

%: least so Hercule Poirot, who ought to know, repcntedly assurece
A¢ inimitable Captain Hastings.
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pesOUrCes, thelr lmporte of other manufacturcs, cnglncering products
S troplenl foodstuffs camc from thosc to whom they sold, The
Efnadian ceconony rested on the tariff systen in the domestle market,
ﬂ“éablicly aubsidized tronsport system te cnable manufactures to
Elbw to the ncw lanés and the groin to_flow to the ports and hence
to the world markets, oné the production from virgin soll of great
sxcellence of a highly specinlizced cosh crop. The profitable ogri-
culture was on the new land, Immigrotion flowed in not only from
FuUrope, but from the old provinces., During this period of the open-
sng of the west the Marltime mrovinces had g2l11 thelr surplus popula-
tion, nocarly all their natursl increeose, dgained offs The rural
population, 1891-1911, actually declined,2® Whereas in 1871, 18%

of the Canadian vopulation dwelt in the Maritime provinces and the
centre of population gravity was in the viclnity of Montreal Island,
in 1911 only 123% of the population of Canada lived in the Maritimes
and the centre of gravliy hod shifted westward towards Toronto. The
anrcctic market for manufactured products was becoming a natlonal,
not a reglonal market, rallways end low frelght rates had destroyed
the immunity of the isolated community market and had brought the
smallscale procductive unit into competition with largescale outside
firms. The Maritimes werc unlucky in the conjuncture of technologil-
cal and political events; the abrogaticn of Reciproclity and the
erection of the Canzdlan national economy which destroyed theilr
generel situotion advantages with respect to their chief markets
coincided with the development of the steamshin which destroyed thelr
particular advantage in one industry, shlpbuilding; with the opening
of the Panama cantl, which destroyed thelr partlicular advantoge in
another industry, sawn lumber, with the raillway deveclopment in
Canadz, which broke down the isolatlilon of the domestic community
moriet for the product of smallscale manufocturing units, and with

the rapld expansion in cconomies of sc-le in mass producticn industry.|

|
|
I

Thus the perioc from 1891-1911 dl7 not see the frultion optimistically

expected by those who had uniertaken the cstoblishment of new mixed
manufactures in the Maritimes, During this veriod the number of man-
ufacturing establishments in N?Vv Scotia decreascd from over 10,000
establishments to abnut 1100.° A simllar decline occurred in New
Brunswick, This deecline must be properly understood. It docs not
mean an absolute declinc in the totzl »~utput or employment of mahu~
f&CtuP}ng establishments, A similesr decline i@ the number of cg-~
teblishments took place in Canada as & whole,E and 1t was happcning
&%SO In the United States and Grent Britain., It was a manifestation
ﬁéwthe technical process within the structure of copitalist industry.
. inventions, requiring large fixed capitcsl, greatly increased the
Proportinn of fixed to vorinble costs and made possible the increase

"The Maritime Provinces since Confederation®,

2g Wilson ¢, MzcKenzle, op. ¢it., p. 30,

Frgm11871 to 1931 the declinc in the number of cstablishments in
ahoda was from 41,259 to 23,083,
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duction ot Cecreasing unit costs.29 This pracess ronders
mpetition unstable and lecade te the disapnecarance of the small-
o 1¢c unit, cither by bankruptey cr absorption. Industry 18 in-
860" .cd ond concentrated and competition in the markcet becomes
tegz;fcct. It is 1n »art this process which lecads to what Yeber
1§§19 ¥oggelomeration®, beccusc the general factors which lead %o
concenxraticn of one industry in any given orea will, unless therc
¢ e of fsctting particular factors, lcad %o similor concentration
of other industrics, Clearly the form of largescalc lnvestment
pocessary can only occur if there is thc promisc of a sufficicntly
jarge market tc cbscorb the greatly increascd cutput. In Canada the
reilvays and tariffs nade possible cntrancce o the ontire natlionel
market, a rapidly expanding one, too, between 1891 znéd 1911, ond
the centrol concentration of populeti>n gave tremendous advontage
to ontaric and western Qucbec. In that arcn, then, the new large-
gcalec manufacturing industry was concentrated, Yheress in Nova
Scotia the @ecline in the number of firms was of the order of 903,
while expansion in the value of output was about 150%, in Canada
as o wnole the decline in the number of firms was only about 50%
(in4tsating that many ncw cstablishments were begun, offsetting the
absorption of small units) ond the volue of productisn inerecsed by
more than 1,000%,30 The Mowv~ Scotian inercrsc in output, moreover,
was more than accounted for by the expansion of the steel and sugar
industries, in which there were particular advonteoges., Thus, zllow-
ing for these two exceptions, there was even o small absolute de-
cline ¢nd, clearly, o most tremendous relative decline in the manu-
facturing industry in Neva Scotla o8 compored with that of Conade
as a whole,

of or2

This process was n2t pecullar, as wc hove s-2id, to Canadla,
end in the United States wherc o similar extension of the western
frontiers had had & corresponding cffect on the nntisnal market,
the New England states suffcred in ¢ manner comparable with the
Mnritimes.%l We must clearly not be understood as meking here a
case for the sort of gricvonce that is somctimes voiced in the Mari-
time provinces ngainst Confedceration, The development of the
nation statc and the pressurc of the technologiczl processes come
bined alike in Conadz ond the United States to deprive the extreme

£ 1 hay

g e attempted a thecoretical cnalysis of this process in ny

Essentials of Pricc Theory" (Toronto, 1942), Chapters XII and
o IV, and also in "Technicsl Advonce and Econcmie Equilibrial,
anadian Journal of Economics and Politiecal Seicnce, Vol.IX, No.2

((l;‘eb. 1943),
Th?se bercent ages arc baged cn figures teken from offlcial sour-
Ces and quoted in my"Essentinls of Price Theoryl p. 123,
c{. "The Moritime Provinces since Confedcraticn", p. 24. See
a 801u§publishcd thesis by Miss Dorothea Cox "A Comparison o
Opulation Changes in the Yoritime Provinces and the three

-—
&ngern New Engleond States", in the University of New Brunswick
ary.
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¢ of general location ndventages for mixed manufacturing indus-
cas..s and to bring about o more western concentration, Thls was
tri“}itable. but 1t ean, perhops, be s2id that(the incidence of the
meiff wes felt not only as the late Rt. Eon. Norman Rogere showed, o
tarthc form of increascd costs in the Earitimes but clso in its ad- *
f,‘e‘,s}., offects -n industrisl situs for kHaritine manufactures.)

That the Marltimcs were awarc of the nature of the change
after confederation, that it was percelved, if nct always cleearly,
by their peonle that 1t was prinarily o transport advantage that
enabled incustries in Ontorio ond Quebee to abtaln the further od-
vantoges of scale = the agglomcration foctors - 1s cvident from the
~ttention given to the question of rail freight rates, But the
Eressurc for rcduced freight rates worked twe woys., 1t might - ond
after 1926 G1¢ - bring nore traffic to ¥aritime winter ports. It
might cnable Nova Scotia coal to enter the Quebec market:33 i1t night
enable Maritime producers to effect slight reductions in cost fronm
cheapor transport charges on materials, feeds, ond machinery; it
pight help Maritime manufactures to compete in the nationsl market,
though here the assistance was too slight and the Maritime Frelgnt
Retes Act came too late tc make any oppreciable difference to the
process of concentration we have just examined, But reduced rates
also made poseible incrcased access to the Maritime market for the

products of largescale plants in central Canclo and increcscd the

adifficulties of Maritime enterpriscrs atteampting to carry on on the
basis of the loeal market., The adjustment o7 freight rates in the
interbella period is a question that concerns the establishment of
an equilibrium between the generzl location facters, the agglomerat-
ing forces, and the particulzar industrizl -né <eglomerating factors
(the finéding of zn equilibrium we belicve to hnve occurred after

the opening of the West and the First Gre:-t Wor in the period 1921-
39) ond in that connecticn will be further cxemined,

A Tinal genersl factor 1s labour cost. Our figures show
that in the period vhen an cquilibrium was adjusted the adjustment
occcurred with an appreciably lower scale of woges in the Maritime
provinces than in Ontaris, or cven Quebec. To some extent cheap
labour has been nn offsetting and deglomernting factor in favour of
the Maritimes in the localisation of Cancdian industry. But this
as been effect rather than cause. There is ne renson to believe
: % the rotes at which lobour wns offered in the Maritimes - the
%PP'l}' price of labour - was higher ot Confoderation than in Ontario.
1 was Cefinitely lower than in the West. The provinclsl differcn—
2ls, cxcept for Quobec where o different culture and habit of
tigught dld crecte a different suoply price of labour, are the crea-
N, not the cause, of industrial concentraticn, Industry éid not

ot
o N. McL. Rogers, Brief for the Province of Nova Scotia.
Se

¢ Chap ter V.
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_a-yitate TO Ontario because labour was cheap there, 3But wages
Br% e higner there because industry concentrated there with
becﬁgss and profit and the productivity of Ontario labour in-
BUC eed so that higher wages could be paid. It is possible that
cré'v jower waze standards in Quebec and the Maritimes may be an

= a}tant fector in outting a 1limit to the concentration of indus-
try in Ontario and may militate in favour of zn equilibrium in

which further Canadlian development may be more regicnally dispersed,

Thus we see that in the first stage of industrial development
ofter Confederation, the period from 1871-1891 there was a consid-
epable and optimlstic, terlff-nuitured expansion of Maritime manu-
racturing plant. 1In the second stage, that of the opening of the
west, 1891-1911, there wes & snift in treansport and gensral advan—
tage in favour of the central provinces andi = greatl concentration
of manufacturing there, During the Great Var Maritime slant, par-
ticularly in steel and lumber was fully utilised. In the postwar
period there was an sdjustment and the estzblishment of an at
jeast temporary locetion cquillibrium in Canadian industry. It is
to the study of that equilibrium period, betwcen twn wars, to which
we now turn.

Section 3, The Establishment of an Equilibrium in Canadian Indus-
trial lLocation. The Inter-Bella Period of Adjustment.

Note! The reader who wishes to avoid theoretic discussion
will do well to sklip thils section, reading, perhaps, the last
three paragraphs and then gzoing straight on with Seection 4,

We wish to preface thls phase of owr study by setting out
the generzl theoretic coniitions of locatlion equilibrium, Let us
suppose an area wrilch we shall czll "Westland" with a concentrated
market of 5,000,000 peovle, and a second area, some 600 miles dis-
tant, which we shall call "Eastland", with o market of about
1,000,000 peonlec; and let us supposc further that there are gener—
flly no differences in the income purchasing power of the people,
thelr spending or saving propensities or tastes, Let us suppose
that thers are no morked dlfferences in labour skills or in the
rewards offered to lsbour, so that the labour costs per unit of
output arc cssentially the same when comparable proportions of
Capltecl of like quality ore combined with the labour. Again we
ihall assume at first that there are no "perticular" factors aris-
rﬁg from the possesslion of specially efflcient or scoarce naturzal
ngﬁgurces glving 2 nstural sdvantagd in either area to the develop-
orn ?f any specific industry. Finally we shall suppose economice
sucgcale to be gensrsl to 2ll monufacturing industries and to be

that, for a market of more than 1,000,000 ond less than

5’0?03000 increcses in out put will be accompanied by diminishing
unit costs,

117 + If the two arecs tozether are protected by sufficient tor-
O close them to all outside competition, waat will be the
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cot on the situstion of manufacturing industry? Will it -11
off 1tate to Westlend industry? If not, at what soint of concen-
“Eion will an equilibrium be established? What are the conditions
trathat equilibriun? That ie the theoretic problem underlying the
:ﬁest;on of locelisation of industry in general and in Canada in

parti gular,

ms golve it, cven theorctically, we should nced to know the

of the cost functions of the different industries and the shape
algo of the joint demond functions, = problem requlring a theoretlc
oxpmination beyond the proper bounds of this work, We might, how-
ever, jndicate briefly the gencrcl lines oleng which o solution

would bo sought, Industry would naturnlly gravitote to the "Westl-né"
aprea, In this arec it hae 2 Transport advaniage amounting to 600 x
the per ton mile freight charge on every ton of produce sold to
5,000,000 pecples If, 23 we have assumeG, cconomles of scale exist,
than it 1s apparent that oll 1 ndustrics in which these cconomies

arc reclised will gravitate to the areca of transport sdvantage in

‘the bigger market, If the industries orliginally had been dispersed,
thosc first to gravitote te Westland will be those in which cconomies
of scale cre sufficient to overcomec the transnort advantage so that
the developing largescale Westlond firme will be able to underscll
thelr Eastland competitors even in the latter's home market. In
industrics in which economlcs of scale are not suffliclent to offset
tronsport cherges the Westland firms will zrow largce while thelir l
Enstland competitors remein small, but the Eastlend firms will not '
ngecssarily be driven out of individunl existence. Thus the greater
the economles of sccle or the lower the proportion of transport to
other costs, the greater the degree of concentratisn,

ahobe

Lét us ask, however, if there are ony limits to this process
of concentratisn, The limits which we sholl discover emerge on
three levels of abstraction; (2) on the level Sefined by the ossump-
tions already rmode, (b) on the level involved by allowing for the
process to be - tempornl ~ne in which the c-ncentration goes on in-
dustry by industry affecting the wage rates in the industries in
the two arens and !c) onh the lecvel discovered by dropnping the assunp-
tion that therc -re ne porticular advantagess We must also question

€ generallty of the assunptisn of economies of scale.

i Even 1f wage rates arc unaffected by the process of concen-
1§aaign and even if therc are no particular advantages for specifle
the iques, 211 manufacturing cstablishments*yill not grovitate to
fin th?ger arec. Two 1imits are impesed on the eoncentrotion, The
38t orises becouse eoncentrotim involves imperfection in the
kel The lorge "Westlond® establishment'grows and dominates tnc
'Eastln“n% sets the price. It may become the awner_of the small
OHnersqu estn?lishment, or 1% moy not., However the matter of
1ishmen P le settled, in the imperfect marict the higher cost cstab-
ent nmay esntinue in producticn, once competition 1s imperfect.
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12 1t 18 owncd by the "Westland® firn and onerated as a "Eastlent®
prench, the fact that it hes higher unit coete mny not result in
146 belng closcd. The market price ig set at the 271nt ylelding
nigheet orofits to the parent firm, If at this Hrice the "E-stlond"
gtrblichment cen cperate for a quantity of productian sufficlent
?or‘thc whole or the residue (in casec the best profit point of the
regent filrm gives some splll-over for the #E-~stland® mayket] of
tne 1gnstiand® market, 1t would pay tc opercte thls cstablishment
pather than to close 1% down and to increucse output at increasing
anit costs in the parent establishment, When we consider as well
the important factor of the "goodwlll? that would be lost if the
1Eastlond® cstablighment be closed down, it can be seen thot in all
cagce where maximun areflt points and nany c¢nscs where 2ptimum cost
»oints (not the same thing) are achieved in wroducing for the
dyostland" market by the Darent firm, the "Eastl-nd" branch will
be Jperated on a small scale to meet the "Eastland" demand, as long,
of course, as it czn produce ot o cost that does not exceed the
tyestland” -rlce Dlus transport, If thce "Eastland" estcblishment
je indcpendently owned the same principlc opplies as long as 1t
accepts the price leadership of the "Westlani" firm =nd as long
as, of coursc, thc assumed condltions cdbout rising unit costs hold
for the "Westland" establishment for outputs berond those required
for the "Westland" market,

The second 1limit 1s inmvosed by the fact that economies of
gsczle will not in g1l cases bc sufficlent to offset transport
advantages. Though incdustries in such cases would concentrate in
"Westland" to the extent that all largescale firms selling to the
"Westland" marXket would go therce, smallscnle firms would continue
in the "Eastland", selling only to the "Esnstland" market, but pro-
tected therein by theilr transport advontage within that market.
That their security would be o tenuous onc must be zdmitted, be-
cause the development of new techniques woulld be more »ossible to
their rivals s» that, at eny time, they might find tnemsclves forced
to mcet the competitinn of rivels oble to unlerscll them at home.
Ag long, however; 2s the conditi-ns we herc zeaume existed, namely,
that economies of scale werc insufficient to offaset the transport
eosts, the smallscale "Eastland" establishment could cantinue,

Once we acdmit thaet the concentration is not an immediante,

:;:P&-temporal adjustment, but = gracual drocess over time, we see

%, even if waze rates were ecqual in the tw arecs =t the begin-
%ﬁi_or the process, 1t wculd be impossible to assume that they
'Hﬂsflfﬁmﬁln 50, The concentrotion ~f industry and emplovment iQ
t; a.“nd1 would increzse the marginal »roductivity of labour and
abosgmnnn“price in that area and the slackenirg of Jdemand for
OVentu'in Eastland" would depress the price of labrur there. Thus
- Ally, as the orocese continued, wage rates would grow apart

€ Polnt where labour costs had been so reduced in "Eastland"
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increased in "Westland® as to create = labour cost differen-

0 L3
an?lsbetween the two areas edual te the trans»rort advantage and
tézle economies enjorel in "Westland®, At such & polnt of cest
8

114brium theoreticelly there would be no further movement of ine
equs - from one aree to another znd such industries as had not moved

S o ey e st B
Agein, of course, there are bound to be nerticular advantages
for certain specific industries in each sres, When the particular

advantazes favoured “Westland" the goncent ction of thet industry

i1n waich the advantagzes were enjogec would be most complete, When
the particular adventage in an ig&uﬂ§¥y fﬁvoured_"Eastland“, conc enw-
tratijn would take »lace in “Eagu}ana',‘“ﬂestlan;", or there would
ve disnersal, accorﬂ}ng as to wne»her.tne particular advantage was
grester than, less than or equal to the genercl advcntzges enjoyed
by "Westland". Indeed tils case follows the Zeneral princinles of
s~ecizlisation according to comperctive advantsge as familiarly
developed in the theory of internationzl trace,

Finally we must notice that the generality of the assumntion
of economles of sczle 1s not justified by the facts. Professor Sargent
Florence has found that in 211 three leading incustrial nation?, the
United Stztes, Germany and the United XKingdom, economies of scale
are found in industrles like englneering, hezvy industry and the
motor car industry, that, in textiles, boots znd shoes and others,
economies of scale zpnear up to what might be cz2lleé Ya medium scale
of establishment", and that therealfter they do not annear, and that
in brewing, brick-making and othegﬁ there aooear to be no advantages
aceruing with increzses in scale, The f:-ilure of economies of
scale to anpear with increcses of slze of estzblishment in certain
industries may somctimes be due to the fect that the most economical
machine combinaticn can Dbe achieved_on o nmodercte scale, as in the
case in the boot a~nd shoe industry;’ sometimes the 1limit i1s imposed
by vhat Professor Robinson calls the "rising marginal cost of man-
agement¥; sometimes, 28 in the cases of boking, brick-making, "custone
bullt® or "besjoke" toiloring, the very nature of the industry it-
gelf is opposed to l-rgesczle organization. It =ould seem that the
%rowth of the very largescale est-blishment, with consequent concen-
iration of incdustry, was most merked durins the 'twenties, and that
R the following decade the trend towards incresscs in scale was far
€88 pronounced, was limited,in fact, to certain mass production

3% garcanfﬁﬁlorence, "Economic Research ond Industrial Policey',
35 Colomic Journal, Vol., XLVII, no, 188 (Decs 1937).

%-C.Hillman, "Size of Formation in the Boot =znd Shoe Industry"”,
ggnamic_Journal, Vol. XLIX, No, 194 (June, 1939). See also Dr,
Ern (ed.) "Labour Proauctivity in the Boot ané Shoe Industry',
*FoA, National Research Pro ject, ¥W-shington,
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ynéustries, and, in som: ccses, was acbunlly roversed.J

Thus there are certaln tymxes of industrial occupatiosn in

1ch economies of scazle do not anpear, or, if they do, anpear
:%rv eorly in the process of enlargement, so thet The crea of the

J1er market will continue tc have 1ts loczl estoblishments enw
smtinc = situation freedom from sutside competition, but themselves
J;iblg to comdete in the larger merket, These industries will con-
%1nue to be located in "Ezstlend", once developed there, or may even
come to locate there, and will flourish :long_wiﬁp other small scale
1ndus tries in which the economles of scole and other agglomerating
factors nave not bcen‘sufflcient to enable the larger "Westland"
concerns ©o wipc out thelr "Eastlang" conpetitors and win a complete
concentration. In a&éition, industries with particular a&vantagcs
in "eastland” will locaﬁe there ond, undcr cerizin conditlons, de-
velop to large scale. lYMoreover rilsing lcbour costs in IWestlznc®
and f2lling labour costs in "Eaetland® will result in a balancing
of 1lzbour cost advantage cgalnst transport aznd canitel cost adven-
toges and will slowly a»ply the brakes to the fenersl transfer or
concentration of industries in "Westland", so thzt only those with
the nost marked aCvantzzes of scele and tronsport will comnletely
locete in the more 2opulous area.

It 18 some such balancing of forces which leads to an equile
ibrium in the dlstribution and location of industry between reglons,
and, during the final stage in the evolutlon of Cansdien industry
some such balance was struck in Caonzda, e do not sugzest that 1%
is permanent, any more than the balance that exlisted under Reciproc-
1ty was nermanent, Oreat technologicel or political changes may
@isturd the bal-nce anéd lesl to z new secking of advantageous situs
arnl 8o to 2 further xrocess of adjustment, But there is a &lstinc-
tion t5 be mezde, Just the same, betwecn the tyme of flux thet went
on dwring the developmental stages in the Canzdi~n economy and the
arocesses of growt: and modlfication during what we have ceclled the
Perip& of equilibriur ond adjustment. Therc wae a kind of bealance
in the Moritine gconomy baseld on lumber ané sca-bHorne commerce in the
Reciprocity period, Thig, in the next stage, the first twenty years
of Confederatisn, was unset, although monufscturing sought locations
in the Haritimes. In the third oerind, 1891 to the Great War, waen
Ne West was opened us, an entirely new bglance, Tor reasons we have
ghown, became nccessary. Different csussl factors were present af-
rggfing loeatisn advantzce, ané the Can:zclan economy adjusted in

23onse to these with - heavy concentrcticn of manufacturing in
Averi> and western Quobce. In the oeriasd from 1921 to the present

? Cf: Investigation of Concentrction of Zconomic Power (The Tempor-
8Ty Hationel Economic Committee for the 76th Congress), Mono-
Si.on 13, "The Relative Efficiency of Lerge, Snall and Mediume
o;q Builnesscs (Washington, 19%1). Also Thorpﬂ "The Integro-

o _of incdug trial Estublishments", U.S, Ceneus Honozraph
'C8aington , 1940).
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schanienl changes contlnued, inCustrics grcew and devaloped,
at wrs change and flux, but the baslc factors affecting location
hanged, so At is 2 Jerioé in which, in splte of many other
+able discquilibria - consider the cycle movement, for excmple w,
g;c;e was & compcreotive equilibrium in Industrial locotion, There
.s no grent tendency for o general dlspersgl of industry, c£s 1n
wa"nce ané England, nor for further concentration, The industries
Eﬁfi nac become concentrated remalned S0, The unlts wnich had cone
£1pucd to exist in the «~arlfines were £ble to nmalntaln thelr ine
gividual existence, Zven the dedrcssion falled to lead to ony great
concentration, such as, other under cirounstanccs, might hmve been

cx’pectcd .

The rapié expensinsn of the >ulp and paper industry ond the
exoloitation of the mineral resources of the northern shield, ine-
~ortant developnents of this serlod, giving Coancén two ofhergreat
Exoort staples, one of which surpassecd, the sther rivslled, wheat
ss o conmodlty of export, but slizhtly mocdified the general advan-
tages of Ontsrin os the situs of large scale manufacturc, The mine-
eral Zevelopments were themselves chiefly in Cnteorio and went to
inerease its domestic merket and to nrovide new raw me terlals and =2
gstimulus for further diversificaticn 3f 1ts gencral ant heavy manue
factures, Pulp and peder mills were more wldely dispersed, concen=
treting chiefly in Quebec, but zlso in Ontcorio and the Maritime
Provinces. In this industry particulor situs advontages are very
imoortant and 1ts cCevelopment 1s based chiefly on row material and
power resources anl independently of genersl manufoeturing location
sdvantezes, At the same time its Gevelopment in Ontsario and Quebec
was assoclated wlth =n expansi-n of hydroeelectiric nower gencretion
which was nlso linked u» with some of the new metollurgical nroe
cesses and, incidenta2lly, made cheaper power gZenerslly avallsble to
industry,

The Maritime Freight Rates Act was o cons2lidetion of the
equilibrium rother than a condition of 1t, It was primarily doe
.8igned to help Maritime norts by encouraging shipnning via Saint
John and Halifax, rother then to assist Maritizc manufacturers to
sell in the centrnl Cancdlan morket., Maritime nanufacturers selling
abroad for exanple, and shipping vie Montreal, as carge liner schede
ules frequently mede necessary, dld not get the benefit of the 20%
:edu?tinn. Again there woe a2 considerable perlod when the relle
tiyi plekup and delivery scrvice, introduced in Ontarin ané Quebec
lef%egt truck competition, ¢id not apnly in the Haritimes and so
in saritime shippers under = handicsp, equal to cartage charggs,

t ecom:netition on the central Cenoélan morket, But on the whole
?eterites esteblished by the Act encbled Maritime nroducers to come
offee anGQtral Canade, with thelr tronsport dilsadvantage partially
factor ¥ preferential rates, and thus ccted 28 an equllibrating
956 E'i Thus on 21z iron the rate (1934) from Sydney to Montrea
wag 8- es) wos 4,30 ser ton, from Scult Ste., Marie (622 miles)
¥3.90 normrl rate, the rote to meet woter comnetition in sume
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Rer 0, the Scult Ste, Marie rates were 5.60 ond $4.50, On enamel
§4.30s, Peate fron Amherst to Montrecl (701 miles) woe $8.60 per
"‘webm fprom Toronto (334 miles) 4t wos 38,00, On bunker andi for-
Y educ te the rcote from Campbellton, N,B, to Montrezl (461 miles)
-er hunéred Hounds, Tronm Su:‘;bur{, Cntario (442 miles) the

te was 26¢, from Oricnt Bry, Ontario, (870) the rate was 3hg 37
ﬁﬁesc sreferentisl rofes helped Haritine inlustries with market
*Onnacilons in the contrzl end westorn rovinces tc maintain their
cosition there, It must de remamberecd, nowever, thaot in reverse,
g0 to gnceX, they had the effect of muttling the weaker Haritinme
industries in = scmewhat more Gifficult Dosition in the domestlc
morket, On the hwole taey wull seem to heve stsbilised rather
than offset the trend sct up by the other laestion factors towards
a locction equilibriun,

wag 34.,25. On steel billets the S%ﬂney-ﬁantra:l rate was

Thus this period is cn 1deal one for sur study. Our theorctic
anclysis suggests that such industrizl estnblishments os exlsted in
the Maritimes during this meriod did so becouse (a) they enjoyed
partiaular situation advantazes there, os a3 iron zand steel, Hulp
and paser and sugar refining, or (b) becausc they were units tied
in through ownership integration with centirol Conzdlan firms anc
were operated by them in an imderfect narket, zs was probably the i
case of cotton textiles, or (c') because as smcll unlts who acccohted
nrice lecdership 1t wes cheaner to pernlt the: to compete a8 long 2s
hey 3i¢ not upset the price thon to Gestroy them, or (&) beczuse |
they were units in an industry in which ec-nomles »f scale were not
sufficient for the largesccle firms to rcach Gown to the Maritinmes
and sell cheaper in the local merket than firms on the spot, or (e)
because they werc units in z2n inCustry in which there were no econ-
omles of scale, an industry naturclly “lsversed in wldespread, smzll.
scale units, such as bread-making, cre-nerieg, custom-built interior
fittings for stores or offices, Hotteries z2nd handicrafts,

If, during thls neriod, =2 ¥aritime industry showed signs of
growing as fast as, or faster than, its competitors in Quebec or
Ontario there would be prime focele evidence faor the view that 1t

¢, for onc of the ressons outlinca, offectting advantages, ot

least up to o certaln scale of size, in the Meritimes., If it

:20Wed growth, but ot a slower rate than in the central provinces,

= could ?c_supposcd that 1t was develonling by »ermissicn, or be-
augf it ai2 not poy to interfere, to serve the Maritime market; a
g“ h strictly 1limited by the size and conmeratively staotle stote

ite H?_I‘{.t ime populat ion., If zn industrr fclled to develop in the

- imes during this serlod, or ceclincd, while ot the same time
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Rggeléa%culaticns are froa "A Submission to the Nova Scotla

rBS vommlssion of Economic Inquiry, 1934%" by Enamel and Heating

b ucts, Lté. I am obliged to Enamel on’ Heating Products, Ltc,
2ermission to use their material,
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oo &n THe central provinces there would be prima facle evidence

16 52 .t the belief that the general factors favouring locatlon
to i;gge provinces were s%il]l operating. If we could obtaln some
in

inddcation of comperative rates of growth we should have a cri-
guch n for assessing wartime effects. Subject to modifications from
terioes in the Furopean market and alternative sources of supply,
chaggoum guopoge that gains in employment =znd sales reglstered by
we stries wrich hadé no wartime increase in plant capacity could be
in%:med only in cases where the industry was one which had shown
o ing the twenty years of the "adjustment perlod" that it enjoyed
d”;e special advantages in the Maritimes. Increases in output in
sgher cases would, if unaccanpanied by plant extension or improve-
oent aopear to be passingz and ephemeral, the result only of the
sast'deﬁ:énds of war, To disappear when those demands were past.
New equipment and increases in scale of plant, brought about by war,
would be important in a permenent way if (A) they occurred in indus-
tries possessing particuler advantages in the Maritimes, or (B) if
they increased the freedomn of flrms selling in the local market from
central Canadian competition under the conditions of (c) and (4)
gbove, or (C) if they were of sufficient scale %o glve & hitherto
small.scale "Comestic" Marltime establishment sufficient physical
gsize to enjoy economies of scale zdequate to enable it to compete
nationally with larze scazle establishments in other provinces.

Section 4.38 The Comner=tive Rates of Development of Certain
Maritime Industrics, the Effects of the War and their Aovparent
8ignificance. '

As Bome General Considerations.

The object of tais section is to examine certszin indus tries
that have become localized in the Marit ime provinces to see (a) how

3 This section is based on the Census of Industry Returns which were
made available by the Dominion Bureau of Statistics, which also,
most generously, aided by making extensive compilations and running
Many serles of correlations. I am particularly indebted to Mr.
Q.L. Neale, Chief of the Industrial Ststistics and Socigl Analysis
wflarwh of the Burecau, wio gave me office snace in his Branch and
e‘cgse staff helped me enormously, and to Miss L.J.Beehler who dir-
. ed the worlk of compilation, This section is jublished by per-
og‘;i?n of the Burecu and has been edited in conformity with the

. g‘fn :‘Sts.tisticé Act, and I take this opportunity of thanking
2 ominion Statisticizn for permission to mublish this material,
eecause of limitations of time and staff we were unsble to mske
10“1;1';1"?@3{ & co::prahensive_one, and were able to study only the fol-
Stec1- .'(L::lc.ustries: Pulp and Paper,Boots and Shoes,Primary Iron and
arn . astinzs and Forgings, Woollen Cloth, Woollen Yarn, Cotton
end Cloth, and Biscults amd Confectionery,
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ustries have grown in sizc in comparison with theilr growth

thegf~ rovinc ¢s (Ontario or Quebec) in which thegy tended to concen-
in t:c' p) how far the growth in size has been correlated with chan-
e :ﬁ efficiency, (c¢) what has been the comparstive development of

i ur snd power costs anc (@) what the indications, if any, arc as
1E‘°ghe belance of general anc oarticular location factors with res-
$0 t to these industries in the Marlitimes. In the cases of pulp

eg paper and the steel industries wo have glven here only the brief-
ot mention indicating polnts of contrast with other manufactures,
S sore éetailed consiceration of these Industries is reserved for
%a‘te? chapters in whica will be found, however, sectlons devoted to
the Census of Industry data., We have not attempted %o define "an
industry", dut have accepted the Dgminion Burczu of Statistics clas-
sification of Canadlan industries,”

The Census of Industry does not »rovide any data from which
comparative costs may be calculeted, and, because of the nature of
1¢s returns on capital invested, it is not possible %To calculate
actual or rezlized proflts on investment, Hence we cannot make
from our data any direct study of costs or sny comvarison of the

%amet‘ning, too, shoull be sald of owr methods in messuring size of
establishments. The dafta of the Census of Industry exist originally
in so-called "schedules" which 2re annual returns made by each indiv-
j8uzgl establishment and which contain detailed information of the
fira's employment, showing monthly variations, its wage bill, in
more recent years the wage distridbution, stort term capitzl costs,
fixed capitsl investment, power installation, dectails of power costs,
and finally, éefrils and ftotals of physicel and gross value produc-
tion, From these figures it is Gifficult to select any that give =
setisfactory measure of size. The Bureau of Statistics mcasures
establishments both in terms of labour employed and value produc-
- tivity, but both these mensures are open to most serious objections.
Both change with the cycle, and thus indiczte that establishments
grow smaller during depression nerlods and larger during zood times.
This is only true if we define the size of establishment in terms of
the units by mcans of which we measure 1t. If, however, we think of
a large establishment zs being one of o lorge plant, mensurement in
ternsg or employment is most misleading, as 1s mecsurement in terms
of product., BEven if we could clininnte the cyclical trend by well-
regaw? anc. somevhat crbiirory nethods of adjustment, there would
e n almost insupersble objections to both these units. As Dr,
Ratiogcfn Bell has shown (Spurgeon Bell, Wages, Productivity and

> b:gl Income, Brooking's Intitute, 1940) the long term trend
Brod én towards larger plant estzblishments with greatly increcased

Uetivity but with reducel lsbour cmployment.
%rrgg our pwrooses, therefore, we necded a unit of measure which
8ize O?OH,&E;L‘ to the populer and oromr economlic cefinition of the
shown €svablishment. _Unfortunately fixed capital investment as
on the schedules is not a trustworthy unit of measure, because
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ciency of estoblishments asccording to the genemlly. acceptefi

gs critorion of cfficleney, viz, profitability. ¥c have nad
msineuqe therefore, that wages pald ~n& the net value productlvity
¥ ifgoar'were indicnations of efficlency. The business man will be
e x to object that these are not nmeasurces of efficlency at 211,
quf‘t'c e must nadnlt that they do not necessarily correspond to or
Bne ¥ ee with profitebility. But it is probable that both our
0012 rin are fairly reliable indications of profitability. Profits
orl e o be paid out of whot is left after the wages bill is met,
haY the higher the net value productivity of labour the greater
%ﬁis residuc will be. Of course high copital costs may leave little
of this residue for profits, but generally speaking the rate of re-
turn on capltal is higher the more productive the labour employef’i..
Also high wages are generclly paid when the employer can "afford
them., Thus & high rote of reward to labour 1s usually assoclated
with good returns to enterprise and cepital,

offl

In any case we nay well challenge the general acceptance of
orofitobllity as 2 criterion of efficlency. From our point of view
the ability of an industry to meintaln employment at good wages is
one test of 1ts soclal efficlency; 1ts ability to get a high net
velue return for a unit of labour employed is surely another, for

3 a
39,61,(150?%%%181%23130%1“% used different accounting methods in estimating

both capital worth =nd depreciation,

Power installation and power consumed ls a guide 1n certain in-
dustrlies to the physical capaclity of the plant, but in certasin other
industries it is no guide ot all. For example, in the pulp and paper
industry, the power installation of a plant manufacturling ground
wool will be very much greater than that of 2 plant using one of the
chemical processes, yet the two plants may be equal in size accord-
ing to any other measure, capital investment, physical capacity,
value product, or emoloyment,

In certain industries the returns show the physical capacity of
the plant in terms of either tonnage canacity, zs in the case of
Pulp and paper, or of machine installations, os in the case of tex—
tile plants and primary iron 2nd steel. In such cases we had, of
eourse, an ideal stable unit of measurc of physical size. We could
Eob use such = measure for all the industries examined, but when we
8C 1% we used 1t. After 21l consistency in the unit of measure
cggf;ifﬁ}_lstyy to incustry was not important. In each case we were
Meééa-p g&, tne. industry in the Maf‘it_imes with the same industry,
unit w?- in Ene same unit, in Ontario or Quebec. As 101;1g s the same
a1 nocfsm‘j{;g% con sisuentlyﬂ in application to any one}musiﬂ:ry it .
56 e e ter seriously if differcnt units werc used for different

S'ries, Thus, where posslble, we used a stable physical unit

Where such a unit wos not avallable we used emoloyment

gi slze,
Bures sartly comrected for cyclical trend.
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naens that its lab-ur is of goo” akill and cfficlently (oro-
tn#+1;ei“} combined with its capital instruments, We are conse-

duc“tly arenared to justify our use of these measurgs of efficlency
?egroun&s other fthan that ol expedlency, although 1t is also true
ol =

¢ these Tests of efficlency were sbout the only ones that could
ggivenieﬂtly be made with the Census of Industiry returns,

p, Number and Slze of Estsblishments.

An industry may grow in one of three ways, it may increase
its oroductive capacity by the multiplication of mgnufacturing units,
it may increase capaclly by a great exvpansion in the size of plant
of existinz unlts, or it may, without increasing cepacity, use much
more intenslvely the »lant that it has. In nodern manufacturing
the last method 1s a characteristic of short term expansion in the
poom period of the cycle, but 1t 1s not the sort of growth in which
we sre interestel, for 1t does not represent a permanent development,
nor inlicate the long term trend towards concentration or disper—
gal of »lant. The increecse in number of plants, if pronounced in
an arca, fay be an important indlcation of concentration, but,
gince this tType of Cdevelopment is not characteristic of most mod-
ern agnufacturing, asg, on the dher hand is the expansion of plant
in exlsting establishments, 1t ie this last which is the most 1m-
portant manifestation of regional industrial development,

The statlistical evidence of growth of plant in the eight
inCustries we nave studied is given in the Statistical Aunendix
%o this Chapter and is summarised in the followirng composite
tables:
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SUMMARY TABLE 1.

GROWTH IN NUMBER OF ESTABLISHMENTS IN CERTAIN INDUSTRIES IN THE MARITIME PROVINCLS

COMPARED WITH GROWIH IN ONTARIO AND QUEEEC

|

——

—

fi—l;mber of Establishments by

Years
Net Growth %ege Indus-
Industry 1920 '26 '30 '31 '32 '33 '34 '35 '36 '37 '38 '39 t40 20 years Growth try
la Pulp & Paper Maritimes 12 13 13 = =« 1l = = « = e = 11 =1 85 la
1b Pulp & Paper Quebec 495 50 49 - - 42 - - <~ 43 4 - 45 & 2 1lb
2a Boots & Shees Maritimes 5 - 6 - = - - = = 5 6 = 6 <8 20 2a
2b Boots & Shoes Ontario 59 63 70 - - 78 - - - 79 82 B3 86 41 71 2b
$a Primary Iron & Steel Maritimes 3 2 4 4 4 4 4 4 4 4 4 4 4 1 33-1/3 3a
3b Primary Iron & Steel Ontario 17 13 15 15 14 14 24 24 15 18 15 15 15 <=5 =11-13/17 3b
4a Castings & Forgings Maritimes 26 - 21 - -« 19 - 18 - 19 -~ 19 19 =7 =30 dg
4b Castings & Forgings Ontario 65 - 87 - =~ 93 - 91 - 87 - 84 8 21 32-1/3 4b
S5a %Yoolen Cloth Maritimes 3 3 4 4 4 4 4 4 4 4 4 4 5 2 66~2/3 5a
5b VWoolen Cloth Ontario 31 31 34 34 34 38 38 B 38 32 I 32 37 6 19-1/3 5b
6a Woolen Yarn Maritimes 3 R 9 9 9w w g @ B 8 § 9 4 80 6a
6b Woolen Yarn Ontario 15 17 - 18 18 20 23 21 21 20 19 19 =Za 5 33-1/3 6b
7a Cotton Yarn & Cleth Maritimes 5 - = 4 4 4 4 4 4 4 4 & & =2 =20 7a
7b Cotton Yarn & Cloth Quebec 11 14 14 14 15 16 16 14 14 14 14 14 15 & 36=-4/11 7b
8a Biscuits & Confectionery
Maritimes 13 - 16 = = I = 1B = 18 = J1 12 ) ~7-2/13 8a
8b Biscuits & Confectionery
Ontarie 104 -2 - - 8 - 78 - 77 - 78 B2 =22 -21 8b
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SUMMARY

TABLE II

CROWTH IN SIZE OF ESTARLISHMENT IN CERTAIN INDUSTRIES OF THE
MARITIME PRCVINCES COMPARED WITH GRCOVTH IN ONT..RIC OR QULEEC

F
Industry Unit of Size of Median Estublishment by Years bage  Indus-
Heasure 1920 1926 1930 1933 1975 1937 1939 1940 Growth try
la Pulp & Paper “aritimes (Capacity 1U,000 LL,OU0 25,00 51,V o 20,0 3,000 37,H0U 35 1la
(tonnage L
1b Pulp & Paper Quebec (per annum 19,500 16,400 37,500 37,500 - 62,500 62,500 50,000 320, 1b
2a Boots & Shoes Maritimes § valuo i
of gross 302,000 22¢,000 185,000 159,000 - 127,000 122,000 - -597  2a
2
2b Boots & Shocs Ontario  output 141,000 225,000 212,000 166,000 - 175,000 15&,000 188,000 I 2b
%a Primary Iron & Stcel
laritimes Emplayees” 663 613 Lagly 192 4o€ 579 563 645 -3  Za
3b Primary Iron & Stecl
Ontario Employces™t 4 238 W3 R12 403 540 562 752 132 Eb
ta Castings & Forgings Mur.Employecs 27 - 21 17 25 17 13 11 =59 a
4b castings & Forgings Ont.Employees 20 - 7.5 17 19 19 20 17 =15 _ W
S5a Woollen Cloth liaritimes Looms 21 - - 8 9 7 sot calculable -66—2}35 5a
Hb Woollen Cloth Ontario Looms 20 - 30 25 25 Eﬁ - 30 50 5b
fa Woollen Yarm Maritimes Spindles 200 - 220 225 200 240 - 260 &o 6a
6b ¥Woollen Yarn Onturio Spindlos 1,064 - 2,200 3,200 3,168 3,500 - 3,650 247 &b
7a Cotton Yarn & Cloth (Pussible
Maritimes (Spindle - - 57 72 - 60 ~ 61 6.6 T7a
Tb Cotton Yarn & Cloth Que (Hours - - 19¢ 235 - 220 - 174 - 7b
ga Biscuits & Confe ctionery M
_ Maritimes Employces 144 - 105 70 83 96 129 126 =12,5 &a
&b Biscuits & Confectionery
Ontario Zaployeest 68 = 56 59 66 77 79 g 19 &
NOTES: + For recusons to which we refer in the text it was found impossible to use the modal establishment

and po the median was ordinarily used,

1. Approximate

2. Corrected for genoral pricc change

« 1939 last year of ecaleculation
« Average not modian cstablish-
ment

He 1937 Last your of cal-
culation
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oxanination of these tables and of the data on which
. pesed reveale the great varlety of development exper=

ghey 870 “ine aifferent industries. For the most part the
enced. egrance"’ of the small scale firm was complete so that

i .disap::ac not any great change in the numbers of establishments

| ghere v enty years under examination. On the whol: there was a

| in thae in the number of cstablishments in both regions in bis-
“cnnwa confectionery only, but, in the lMeritimes, there werec

| wiﬂnes in pulp and paper, castings and forglngs anc cotton yarn
deo cloth, and, 1in Ontario, there was a decline in primary iron
and gtee-li But Summary Table II reveals more significance in the

| and rative trends. In pulp and pzper the growth 1n size of es-~
t bnsﬁment was marked in both the Marifimes and Quebec. The de-

{ t:.iled rigurcs of cstabllishments showed further that three dis-
tinct modes of size appeared when the establishments were classi-
fied, There were the small groundwood mills, which, on the whole
gié not incrcase in size but did diminish in number over the twenty

. ar pcriod, Then there were the medlum sized pulp and paper mills,
the mode of which shifted regularly to the right, that is becamc

| larger, during the period. Filnally the veny large newspri&t mills

. became more numerous and grew ever larger. This period™ was

| one of great technical devclopment in this industry. Thus it shows,

rather uniquely among those we have studled, the process of for-

| mation of large sczle units, a process pretty generally completed
in the other industries. Both in the Maritimes and in Quebec the

. process was similar, smell unite closing wup, new and larger units

¢ ecoming into production, and a rapld expansion in the cazaclty of

| the existing units., The Maritimes, it is true, ha¢ only one of

\ the very large ncwsprint establishments which sprang uw in Quebec,
but the general trend was similar,

U The pulp and paper incustry was the only one, among those
¥e studled, in which in thec Maritimes there wzg any imvortant gen-
eral plant expension., In boots and shoes, an industry in waich '
e nost coonomical size is reached st & moderate scale of estab-
Ushoent znd in which thet scale was achieved in most Meritime

! E:We I‘BCall'th.';..t we are using this toerm rather ilnexactly to mean
the gggess in v.thich s;mal:E scal% “firms went o?t of existence. Vhen

Bver bugsi;h?e:ne to an end the "dilsapnearance®™ as 8 process was
n th A tie dls appearance was complate in this sense only, not

literz) sense.

Py e Cennot here reproduce the detail of the dsta. The seattc
Qlagrams showib:a .b e roa &0 ceta O e CaltZ. ine scavucer
oer the T n_.’f, i 1nc-.1viufual ‘estaolishments the changes in slze

twenty years would both delay the general reader and ex-
to acceng volume beyoni reasonable limits, We must ask the reader
£ our statements of fact sbout the detail of the statistical
sg data, ° acpm*e.te scatemcnts of or fair inferences frem the

See Chapter 4,
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nments by 1520, therc was eone very small new cstablishment
tartcl, Wt otherwise therc wes no new capitsl forme tlon, on the
gval pary there was a marked depreclation of cepitol investod and
cogiminutim of employment and average output, In the Ontario
8 iustry the basic data show no "overeallld change in average
‘Uf;e necasured by ocutput, but they do show that this sgems to be
Secause there was no important expension of demami, There was
some New capital formtion anl the substitution of capital for
1abour, o Drocess wnich, in contrast to what havdpened in thﬁ_ Marie
time industry, greatly enhanced the productivity of labour, )
Gactings and Forginzs anc small foundry busincss wes a small scale
tndus try gencrally declining in numbers ané slze, and there was
Jjittle differencc in the decline in both arcas, But in Irimary
jiron and steel - and as we show in Caapter 4 in the other sccon-
dery steel products - there was an expansion, in Ontaric, in the
pumber and size of establishments, ~ great amount of new capltal
formaotion, a general development of the incdustry, while in the
Maritimes there wns 1little change until the wor, This fallurc %o
develop is discussel in Chapter 5.

Cst?_blis

In the textiles the Maritime industries remained about the
game in slze and numbers, -nd there was a 1little capltal formatlion -
onc new large establishment in woollen yarn in the lote '30s ond a
change~-over (qualitative change) in machine equipment in onc cotton
yarn and cleth plant, On the whole the textile grow hzs not
flourished in Canala siﬁﬁe the last wcr, and has depended on low
wages and high toriffs, to meintain minimun profitability.
Neverthelcss, notz2bly ian woollen yarns, therc was = growth in size
of cstablishment in Ontarioc and Quebce, very nmuch more marked than
in the Maritimes, and cepltal formetion, often of the sort sube
stituting for labour, was on a much greater scales In biscults
and confectionery the basic data show the appeorance of the small-
scale chocolate firm of the "Leura Secord" typec in Ontario, a tyne
of high-grede confection-meking seemingly most suited to small-
8Ccle organization, Taese new smellscale firms make the averaoge
flgures record a daangc in & ize of estoblishmont which is migleading.
The largescale chocolate and cenGymokcrs in Ontario grow larger,
and there was a Cevelopment tnere of chowing gum plants and o
greﬁter varicty in the industry than in the ¥aritimes wherc there

88 2 general decline in the size of the industry.

gro In sencrzl the only Marltime industry to rccord real
Wih, comp-roble with that of 1ts Ontario (or Quebcee) rival, was

S B .
tha e ¢ll shows that during the same period in the Unilted Statas
Btnutaractcris tic function of new technlecnl processes was to sub-
i © C2Pital for labour rather than to increasc output. Cf,
Séon Bell, on. cit.,

Cr, m 7 : -
* 162 Rcport of the Royal Commiss ion on Price Sprezds,



b . and paper, in which very marked particular advantages are en-

'-' ;:ul.id in the Maritimes, as we shall see, advantages n-t the least
ye jch is the transport advantage to the New England, New York

of "’?rg_tish markets, as in the "good old days®. In iron and steel,

and}t.ier sndustry in which the Maritimes have a particular advantoge

9“;; iﬁs:‘itime industry was static whlle the Cntaric ilndustry grew

& became diversifled., In boots znd shoes the ¥arltime industry:
g‘gwme much smaller while the Ontario industry grew. In the tex~

1le groups the Maritimes showed slight growth; there wzas greater
row’tibl in Ontario snd Quebec, In bliecuits and confectionery, while
%n“both the Karitimes and Cntarlo there was a decline in the scale
of enterorise this was accompenled in Ontzario by diversification of
enterprise and development of a smellscale but highly remunerative

. juxury trade, while in the Maritimes there wes no such offsetting
factor to the general decline. Thus though there was no marked
sfurther concentration of the industries we have examined after 1920,
1t was apparent,with one excention, that esizblished industry in the
Mzritimes was not growing, that there was still a graduel drag exer-
ted by the agglomerztlon factors toward the centre; and, we must
remember, new industries, automoblles, radios, etc,, were always
eppearirg in Ontario and Quebec, seldom in the Maritimes. If the
Maritimes were not being further drained of thelr smallscale enter-
prises in favaur of the central xrovinces, if a kind of equilibrium
was established, it was one which gove to the Maritime industries,
in general, a markedly slower rate of development than to the indus-
tries of the central provinces.

C. Net Productivity ané Wages

The willingness of business entreprcneurs to expand thelr
Plants or to venture czoitzl in new plants, resulting in physical
| growth, may be an indication of thelr expectstions of profit and
-. coneequently an indirect index of efficiency, Thus the relative
| rate of growth of industries in the Maritime provinces is some gzulde
%o the comparative efficiency of the various industries snd to their
probable location advantzges. But 1t is a very uncertain guide.
Social efficlency, as we have seen, is not nccesszrily the same
Ing ag profitability, 1.¢., the ratio of revenues %o costs, and,
i any case, efficlency cven as we propose to messure it doea not
gifg solely from location of factors. In general the more efficlent
m‘;e‘ lis:;mcnts, in the sense of wage-paying ability or nst value
e dCtlvityﬂof lzbour, will be those well situsted with respect to
ources =nd markets and the other location feetors, but the skill
mde%u»‘%'mcnt of management will always be & varicble and partially
Cauaée?c;ent governing foctor. We say "partially indepcndent" be-
1ty 1o -iis part of our thesls that the tendency of managerial abil-
e aenrf"gl‘aue to the areas of indusiricl conceniration 1s one of
Wil al location adventzges of these orcas. Nevertheless there
ways be individual exceptions to this rule znd these excep—
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gional cnscs, occurring in particular industrial cstablishments
111Jg1ve rise to speclsl instances of high cfficiency indepen-
gent of the other location foctors,

Finzally there 1s the foet that sheer growth in sizc has not
glwoys been nssocl ated with cfficlency. Thc expectation of
cconcnies of scalc may be realizcé vp to a certain sizce of plant,
Boyond that sizc furthor cxpansion mzy be accompanicd by higher
costs and o lower rotio of revenucs to costs, The Federal Trade
chmissicn's rcport on the Relative Efficicncy of Lorge, Hediuﬁf
gizod and Small Businesscs, to whilch wc haove -~lrcady reforred, 5
prcsents cvidence strongly syggesting that efficlency, measurcd
by unit costis and by carninzgs per unit of copital invested, 1is
1ess in the lergest scale of cstablishment than in units of ned-
jum size, Thc Committce's Repart further suggests that the motives
for increasing scale are numcrous and may be dirccted towards in-
ercnscd power, towards creating an imperfeet narket or other obe
jectives ond are not ossociated with busincss cfficliency as defincd
by the Committcece., Unfortunctcely the measurcnent of cofficicney
and the unit of moosurcancnt of size of unit choscn by the Committee
do not sntisfy the most rigorcus requirenonts so thot their cvi-
dence whillc suggestive is not conclusive,

We need, however, norc lircet covidonec thon statistices of
growth, to cnablc us to éraw any conclusicons o8 to the rclaticn
of slze of plant ond cfficlency and as to the cemaparative regionsl
devclopment of lccation aévantage between central Canade and the
Meritines, The Census of Industry rcturns cnabled us to calculate
the net valuc productivity of lsbour, which may be definod as
_EEE. when V is total value produced, C is cost of matorials and

fuel, 2nd L is the number of lobour units cnsloyed, We obscrved
3) the corrclation between value productivity of labour and sezle
01 cstablishment 2and (b) changes cver the veriol in the valuc pro-
Quetivity in Maritize and Centrzl Cansdizn cstablishnents.,

aizcn:ThC regression cquatizcns of not valwe prﬁductivi?y agoinst

L fnerc mﬁt alwnys v:ry*valu:blc beeause frequently there were

eal1 Cw instances to yicld valusmble results whpn treated mathemoti-

ggst{' Seatter diagrams, however, were in such cascs highly sug-
Ve, Our rcsults may bec summarized in the following table.

°w76th Congress, Investigzation of Concentration of Economic
er’ 22. Cit .
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SUMMARY TABLE III.
SUMMARY OF COMPARATIVE DEVELOPLENT OF EFFICIENCY OF ESTABLISHEENTS Mi.SURED BY NET

a I R S I T AR S S
Industry Regression Equations Results of Scatter Diagrams Change of Effieciency Indus-
1930 1940 of Median Establishment try
p— 1930 a0
la Pulp & Paper T = .87 T = .Bl Superiority of larger mills over 180C 3000
Maritimes ground wood mills of small scale
1b Pulp & Paper T = .61 T = .7 Three modes all shift to right,indicat- 2100 3250 1b
Quebec ing superiorities with ine. in scale
2u Buots % Shoes Insuff.instances Medium scale superior to smale 1700(1926) 1490(1939) 2a
Maritimes
2b Bocts & Shoes T = .14(1926)r=.35('39)Medium scale and large scale by 1939 1900(1926) 2250(1939) 2t
Untario ' had superiority over small
3a Primary Iron & Insuff, instances No elear trend 2250 2200 3a
Steel Maritimes
3t Primary Iron & Insuff. instances Ne elear trend until '40, when 2100 3200 3b
Steel Ontario medium scale was superiocr to
both large and small
4a Castings & Forg- No positive correlation Superiority of medium scale 1500 (mode) 1375(mods) 4a
ings Maritimes
4b Castings & Forg- No positive correlation Superiority ef medium scale 2000(mode ) 1900(mode) 4b
ings Ontario
5a Woolen Cloth Insuff. instances No trend 900 (av.) 1600 (av.) Sa
Maritimes
5b Woolen Cloth re 32 T = W54 Supericrity ef medium and large scales 1375 2150 5b
Ontario
6a Woollen Yarn Insuff. instances Nedium scale superior 1275 1350 6a
Maritimes
6b Woolen Yarn T = .49 T = .38 Medium seale superior 1300 1675 6b
Ontaric
7a Cotton Yarn & Inguff. instances ALl much same size Not calculated 7a
Cloth Maritimes
7 Cotton Yarn & Insuff. instances All much same size Not caleculated 7b
Cloth fuebec
Ba Blscuits & Confec— Industry too diver- Lurge establishments superior 1400 1450 8a
Yionery Maritimes sified
8b Biscuits & Confec— Industry tuo diver— No trend 2000 1800 8b

tionery Ontarioc

siflied
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In general these results, as far as they go, tend to support
indings Oﬁ the Committee of Investigation of Concentration of
i ¢ Power 6 that superlor efficicncy was most usually enjoyed

1ants of medium scale, Our charts, however, indlcated that in
5 pindustries exgeot iron and steel, cotton textiles and biscults
ald confectionery™( therc werc econonmics of scale -~ or at lcast
ages = that came with increased scale up to a certecin optioum
oint of size. But the optinun size, differing of coursec for cach
fndustl'!h might be recched, as in castings and forgings or boots
end shocs, at a feirly moderate scalc of cnterprise, or, as in the
case of pulp and peper, 1t might be at a large scale. But these
conclusions, though of gZen eral economlc interest, are lese to owr
jrnediate purpose, than the evidence from this analysls that in all
the industrics, except cotton textiles, for which thc evidencc was
inconclusive, and blscults and confectlonery, the central Canadian
industries nelntained or lncreescd thelr efficlency over the period
oxomined, and thle inprovement was assoclated wlth somc incrcase
in the scale of estcblishnment., 1In all lndustrics where there was
evidcnee of an optimum scale, l,e. 2ll except primery ireon and
stocl, cotton textiles and biscults and confecticnery, the Ontarlo
or Qucbec industry developcd to the point where by l9fI-O thc median
establishment spproached the optimum geale of size. In no indus-
try, cxccept pulp and poper, did the Maritinc medlon or average
approach cptimum slze, Morcover 1n boosts and shoes, iron and steel,
and castings and fergings, the HMarltime lndustrics actually lost in
efficiency during the period, and only in pulp and paper and woollcn
cloth did the Maritimes register galns comparsble to thoese of the
central Conodion cstablishments. In biscults and confectisnery the
Maritinc cstablichments aopear to have goined whilc those of Cntario
lost in cfficiency, but this i1s somecwhat 1lluscry., Thc Maritine
establishiments were caicfly candy aond biscult nokers and thoy seenm
to hove held thelr -wn with their Ontaric competitors, th-ugh nn
the whole they werc slightly inferior. The Ontaric aversge for
aet labour orodue tivity was reduced in 1940 by the sppearzcnce of
& group of miscellancous small Tirms engaged in vari-us associcted
confectl ~nery trudes, with low zroductivity., In cvery indus try the
inferiop productivity of the Maritime labour-canital combination 1s
Proncunced, running from as little as 7% infcrlor in pulp and paper
mgrc ncar equality is sporoached t2 28 nuch as 80% in prinary iren
R steel. Thus the Zeneral cdvontacces of contrel Canadlon indGustry
Rt %ﬁrvasivc; they are apparent 1n 21l the industrics cxonined,

¥ are nlmost invarlabdly associzted with 2 larger scale of

Eccn{)ﬁ

-....Vif‘-e supra

4 Those L

obtoin 5 cxecptions are not ed not because the contrary principle
Chrei'\tid them, but because therc was no positive covidence as to

on of scale to > WV es o s8trtis 3
tsc induStPieg? ale to efficlency revealed in the strtistics of
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cntcrorise, which our thecrctic cnalysis suggests arises fron

-ip larger domestic market and the agglomerative locatizsn facw
t’hgs But in pulp and papcr the general adventoges are slight
tod t;hc ¥aritinec industry has progrcssed in efficliency 28 it has
g'fvclopcé in slze at a rote comparablce with that of the industry
o Qucbec. In biscuits and confectiznery and in woollen cloth
mc ¥aritine industrice hove at least held thelr position., They
ape inforior ln cfficlency as we have neasurcd 1%, but over the
crind we have exanined they have narrowed rother than widened
the gop of supcriority enjoyed by thelr Ontarlc cocmpetiters. In
castinzgs and forglngs there was 11ttlc change in the reclative posie
tions as between the Haritimes and Ontario. In boots and shces,
prinary iron and stccl, and woollen yarns the gap was widened, the
mencral advontages were becrmlng morc pronounced, When we relate
thesc findings to cur stotistlcs of growth we sce, in effcct, that
pulp ond paper was the conly industry in which the particular advane
tages in the Maritimes were such 28 to permlt actual growth and
developnent, In biscults ond confecticnery ond in woollen cloth
the Maritime incdustries are safc to carry on on their prescnt mod-
erate scale, even te develop slewly with srowth of the dcmestic
narket. In primary iron cond stcel the Maritines have a static,
but not nccessarily a decaying industry., In cotton textlles cur
study showed qualitative rather than quantitative changes. The
Qucbee industry had = lot of new copltal fornati-n in the period
after 1937, ncst of 1t tc cnable plents to speeciclize in particular
products oné to A versify the nmonufacture, There was a similor
development on 2 much smaller proporticnate scalce in the Maritines,
but cnouzh to sugzest that the Maritinme plants werc intended to
rcuain in operation as part of the natl snel industry, In the
other industrics, up until the war, the Maritimes were losing ground
in efficicney and size, and there is, from our evidcnec, littlce
to Justify optimisn ohout any now srowth or development of these
industries, This is not to say thot certain old-established in-

dividual firms may not continue indefinitely to enjoy o measure
of success,

The study of wazc paynents, which was based on nvernge
annual carnings rather than waze rotes which are deccptive in in-
dustries in which therc ic much part tine enplcyment, further
Supports the findings of the previ-us analysis,
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SUMMARY TABLE IV

COMPARISON OF AVERAGE ANNUAL EARNINGS OF LABOUR IN CERTAIN
INDUSTRIES IN THE MARITIME PROVINCES AND IN QUEBEG AND ONTARIO

Industry Average Annual Barnings of Labour
1920 1926 1930 1933 1937 1939 1940
la Pulp and Paper Maritimes 1,142 1,018 1,244 995 1,288 1,246 1,392
1b Pulp and Paper Quebec 1,341 1,293 1,322 1,026 1,370 1,377 1,564
2a Boots and Shoes Maritimes 1,008 881 956 587 618 765 -
2b Boots and Shoes Omtario 1,020 1,025 961 839 918 914 1,069
3a Primary Iron and Steel Maritimes 1,837 1,086 1,303 1,176 1,443 1,442 1,644
3b Primary Iron and Steel Ontario 1,910 1,750 1,740 1,312 1,499 1,564 1,720
4a Castings and Forgings Maritimes 1,240 - 1,248 978 1,138 1,146 1,180
4b Castings and Forgings Ontario 1,477 - 1,210 764 1,176 1,183 1,355
Sa Woecllen Cleoth Maritimes - - 712 718 700 - 853
5b Woollen Cloth Ontario - - 730 690 830 - 990
6a Woollen Yarn Maritimes 744 433 415 458 563 569 686
6b Wocllen Yarn Ontario - - 610 580 700 - 880
7a Cetton Yarn and Cleth lMaritimes 887 765 725 26 885 837 1,029
7b Cotton Yarn and Cleth Quebec 691 667 757 740 850 853 832
8a Biscuits and Confectionery Mari-
$imes 704 - 896 714 809 795 799

8b Biscuits and Confectionery
Ontario 88l - 960 929 1,002 1,075 1,099
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if;fn cvery in‘ustry cxcept cett-n textiles there is z reozicnal

aif ferential between the Maritines and Qucbee or Ontario; in
vmé’goa toxtiles annual carnlngs croe abeut the sane in the Maritines
cf'tm Qucbee, Over the period of twenty years carnings in pulp =nd
a8 or have varied in the samc way and in the samc propertions in |
':'gb Quebee an? the Moritines, with, psrhops, 2 slicht reducticn in
‘%‘,‘m ‘pozi-nal dAfferentizl, In woollen cleth the Trend was also up-

rdg both in COntordle o ! the Maritines with, however, an incrcase

o the rocisncl differential, In cottnn toxtiles the trend was about
}:gc ganc in both reglens and very slizh tly upwards, In woollen
~pns oni biscults oni ceonfectioncry whilc Maoritince carninzs held
pbout level, with cyelical flucltuaticans, the Ontarlo tronds were
upwarcs, jnereasing the reglonal “ifferentinsl, 1In iron ond steocel
~n? cnstings anc forcincs the trends werc downwoards, with o recov-
ery in 1940, and the rezirnal Sifferential unchanced. In bocts
on. shocs whille Ontorio wases hcld constant Maritine wazes dcclincd.
oncc o-2in the inlustry with the strons trend in the Moritlines was
sulp and paper; woollcn cloth, cetton textlles, the stecl incus-
trics about held their own; the ~thers lest,

This questi-n «f carnincs will beor loskling at another way.
The Zecrec of ware 4if fercntial and the comparctive Zepressicn of
wases arc o Tulde to the apsunt of lobowr cost dif fercntlal necessory
to offsct thc Zensrsl locctisn advontozes, Thus in 1939 and 1940
the wage differentisl between Ontori- (~r Quebec as the casc nay be)
and the Moritines was not great in pulp and paper, aren and ctecel,
cotton textilee (in 1940 it fav-ured the Maritincs) zond was moderate
in costings anl forgings an” woollen clcth, In woollch yarn, bisge-
cults anl confectichory and boots and saces it was high, indleating
the Zeneral zre-ter Anferlority of thesce indwetrics in the MHaritine
provinces, In the &cpression yeor it 1s oain noticcable how corp-
ings in buots cnd érnes and wenllen yarn were particularly sharply
reduced in the Marit ine provinces, The behoaviour of wales in the

|8%cel trodes in 1926 and 1933 is commented on in Chapter 5. Even

in war ycors boots and shacs, woollen yorn and biscuits ond confec-
tiGanY c~uld nct pay an annual wace of §800 -« the very mininun
of subsistcnece - in the lMoritircc provincce.

From the point of view of the business nonazer the offielcney
gﬁcﬁnri{ltorpr%se is de armincc} by its carninzs per unit of cost,
aran t=wres Tor sroups of 1nlustrics arc impessible to obtaln in
d;;;i_i«;g:i; i*fli::':-l-:: forn, 3u‘s gsoncthins :;.;_:pr:ﬁximatin; then nay be
s tpy | i‘ 7 our ioti. The "net value added" of the Census of In-
matcriﬂgs urns represcnts the rosg value of oubput less cost of
s fucl, Tale flgure, "i,v”'c;‘; by lobour cxn;;:loycu elves
aVoraro ‘3:« value ;r-’_-:\-ucL.ivity of lebour®, II.‘ we 2iviile this by the
or tho rl‘;fél‘-?}?-l Wage we h~ve the nct valuc proluct per wate dollar,

< ghet “9llar retum for every dellar of lchbour cost, cut of
€ap1%al costs, toxes onld other fixed costs and profits must be
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" n ccnereol this figure will corrclatc very hich with

lQI! ?ait"itnbility «f entcrprisc, thoush there will hc snmc cxecptinns.
pofl%a Teble V we prescent the carnins efficicney of the wase

zollcT ﬁr the different industrics in the Haritipcs an® Ontaric
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COlr RIGUL OF NoT .o UCTIVITY OF ThE ‘G LDOLLAK IN CLRTAIN
INDOLTINES IN THE PARITIWE PROVINCAS Al ONTARIO, 1940

Industry Net Value rroductivity Average Annual Value Productivity
Poer Annuw of Labour Unit wage rer .age vollar
v & $

la Puly ond Paper Maritines 3000 1392 2416

1b fulp znd Faper (uebec 390 1564 2.08

2a Boots & Shoes karitimes 9o (y3y) 763 (1939) 1.95 (1939}
2b Buoots & Shoes Onturie 2250 (1939) S (1,355) 2.46 (1939)
3a Primary Iron end 3teel laritimes £200 1644 1.34)

3b Friwary Iron and Steel Ontario 3200 17<0 1,85])

)} Reporting not
ia Castings and Forgings Maritines 1375 1180 1.17) reliable
b Castings and Forgings Vuturic 1900 1555 1.40)
5z Woollen Clotl reritimes 1600 855 1.87
5b Locllen Cloth Ontario 21,0 $90 2.17
6z Woollen Yarn Maritimes 1350 686 1.96
6b Woollen Yarn Ontario 1675 880 1.90

€a Biscuits and Confectionery karitimes 1450 799 G 1
8b Biscuits and Confestionery Onturio 1800 1099 1.64
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wander will bDc struck by the very low fipures for lron and
THe ¥ ¢ castints an? forgings, industrics in which therc arc
h capitel costg. Thouzh we prcsent these fizures in our table

hiibclicvc-to: much attentinn should not be pald then, for the
E:lculations of net value addel in thesc inustrics arc cxeceedingly

molicated, particularly where several operations in a scrics of
co“aﬁotivc processes are carried cut in ~ne plant, and the report=
?ri“nf tyaluc added" in the Census of Industry rcturns scened
ii;hiy unrcliable. The other fizures, however, ore sgfficifntly
}ciiablc and. seecm significant. They very str:q;ly suzscst thot
the waze (Affcrentlal between the Moritimes ond Ontario, at lcast
in the industries we have examined, is now fixgi ot a peint where
3t offscts the meneral advantazes enjoyed 1n the arca of eoncone
tration. Whercas the profuctivity of labour in Ontario (or )
Qucbee) cxcccds thet of Marltimce labour 1n o1l industrics, and
gometines by considerablc ancunts, the carning cfficlency of the
wace decllar 1s very nearly equal in 21l intustrics in which the
firurcs arc rellable, except boots anl shoese In pulp and paper,
woollen yarn ond blscults and confecti~nery the Maritinme industries
actually have a2 hizher ecrning efficicncy of the wage dollar thag
the central Canadian iniustries, Thus the greater cfficlency and
ceneral odvontales of the Andustrics in the arca of concentratizn
are held in a sort of balance cor equilibriun by the lower wazes of
the Moritimes, This equllibriun does not scen to obtzin in boots
and shoes, where one nlght expect o further cdeelinec, absolute or
relative, in the Morltine inlustry, and pulp and peper, where one
nizht expcet a continued development, If the market permits, of
the Mariftime industry.

Power costs have often been reizrded, particularly in in-
dustrics like pulp and paper, as of decisive inportance in do-
termining location advantase. Cur evidence suizsests the prgsibility
of cxagmeratine the imoertaonce of power =2s a lacation factor, The
ceneral inferiority of Maritinme power resources is well known. The
rlvers in the Moritimes have an insufficient flow of water in the
late sumacr and sometlmcs in winter to mointain a steady, adcquate
SUpply of power,  Most of the puls andl pascrnills, in cons equcnce,
have to malntoin stoan standby plants to supplement their hydro,
Yot power chste in most industries, th-uth they avernged sonevhat

igher than in Quebec or Ontarlc, werc such that the disadvantase
. Us resulting was only o small proportion of the unit crst. Even
02 fg}p and paper the power cost advantose cnjoyed by Quebec was,
UE;;L afgragc, fmﬁll- Power coste per ton of ouE;ut for the
thhﬁugAmbhian csunslishm§nt were, in 1940, just 5% less per ton
fiftccuzhthe Mord time ﬁeaiﬂn. Since power coets are rouchly - ne=
. n :F total costs, this wogks out tc an over-cll advantose
84 5r ﬁnggggcc induetry of .}3% of the total por ten cost, This
ﬁreui 2 m%ortant fractl;p, 2ut 1t should be admitted that thore
ndivicdual nills in the Maritine »rovinces wherc the disade-
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gzcs of hizh zower costs and unrcliable hylro=clcetric power
:;2 of somc importoncc. In cther industrics the power poverty of

the Yaritime provinces is arooably not o deelsive lceation foctor,

we nust conclude that the wartime stimulus to nanufzacturing

the Marltinme provinces may result in pernancnt oalns in cnploy=
a8 + end the lovel of actlivity in the ~ulp =and paper and, possitly,
ntgg ypron an’ stcel industrics., As to these, cnjoyin: as they do
certain sarticular locati-n alvantates, and constitutinz as they
2s the nost important infus trisl occcupaticns in New Brunswick and
Nove Sentisz, we must moke further andl nore detciled inquirles, The
e;zpansic'ﬂ ~f the Zomestlc nmarket may be such that the bettor tines
now enjoyed by woollen cloth and biscults anl confectiznery manu-
facturcrs nay hot be entirely leost =fter the war, We nced not
feor any scricus Jdeclinc in thesc infustries in the Haritines 1T
there 1s any nornal post war business activity, Similarly cotton
textiles in the Marltimes wlll not suffer from centrnl Conndian
comactition, ut, of ccurse, will cndure the vicissitudes of the
noticnal indus try if therc are large Aimports of cotton textiles ade
pitted to thls country as port of a Dost war internaticnal traoding
gettlement, In the other inlustries wc have cxamined,; the cenpeti-
tive Maritinmc positicn 1s not such as to lead us to expeet thom to
retaln after the war many of the ©2ins they heve nade during abnornal
wartime conditions, if, indecd, theoy are oble tc maintain their proe-
war 20s51ti-n in the foece of increaosell nressurc from their rivels in
the central xavinces, AT least the history of the post twenty
yeors woulll su:-cst thst the Scneral locoticn facteors stronily
fovour the central narecs and, in these infustrics, the offsctting
factors secm incdequate €2 Zive them any cquality in competition
oeven in thc Haritine narked,
) Wartine copital formation in Moritinoe inlustrice hos been
811 ht ant 7 as heeon chiefly in iren and stcel and shiphuildins, It
has been of twe sorts, larse alditions to asic slant, and nunerous
8ncll additions to smoll founiries and shops, Beth of thesc devele
oprents are exanined in Chapter 5, There has also been sonc coxpan-
Elon of plant in woocworkin: incustrics, to which consi’cration is
:iven in Chopter 4, For the rest nlant expansiosn has been neslle
€ible, _In the other inlustries we have stuclel here expansian of
g“t_l_mt.n:‘,s nct been acconpanicd by plant extension, se that therce is
0 Problem of cvaluating new capitzl formation asart from the iron
8% steel and forest -roducts inlustrics,

eral 3 WE’ have finally to consider the wartine cffects on the gon-
equni‘t‘:c;.ti on factors, Has the war uzsct the Teneral loeation
~+1ibriun we have teen- studyinz? Taot cquilibriunm, sur cvicdence
m'e-“crc:;nis :L".int:.:inﬂ‘i N thc snoe E‘lae ")y t“lF TCHCI‘O.]. aﬂ_\fmta‘:-cs Cf
e Mari'tff concentration, on the olncr side by lower watc costs in
s nes gnd supeeific advantaces in partilcular infustrics,
af equilibrium that has been opposcd to the further development



65

_+ =npufocturding incdustry in the Maritincs with the cexceptlen of
"'1-.11:-‘ ani poper. Hos the wor chanjed ol ther of the welshts in the
2 1encc? It hos tended to sone equalisation of industrial wazes
2e e aticnal bosis, particularly in stcel, and 1t has, as we saw,
fc.,.é‘,_ﬂ_ ~uch ere toc the nachine and technical equipnent of Ontario
% Quonec thon it hes fo that of the Maritincs, To somc cxtent
thé‘ jn-ustrial troinins hes improved labrur skllls in the Marlitlies
-:n". thie may tc some extent offset the reduction of the waze dif-
gerentinl, ong ecme of the new slant in the central provinces will
wo uscless after the war. But, on the wholc, 1% would apjear

¢ant Doth sides cf the balance have been dlsturbeld sc as to produce
a further trenl towards increpsed concentration in the centre., Bub
shother such o novement will occur after the war will depend on
ratters ~f which we can nww have n- knowledie, such as the state of
internotinnnl trading and cur forelia trafc balance, so that it
would e foollsh further to speculate abrut 1t, All we can say

{g th~t, on ~ur anelysls, the cffects of thc war sccm unlikely to
Spins =2ny permanent Deneflits to the majofity of Moritine manufac=
turin~ industrics. They have maintalncd their positicn in a pro=
earirus baolance ¢f loccati on advantazes over the past twenty ycors,
n balance the properties of which we have obscrved and onc that,

to tac cxtent it has been Clsturtel Ty the wor, hos moved in o
panney probably detrimental to Marl tipe nanufacturing. The Dare
ticular nositicns of the msre lmpertant industrics we intend now

to examine in nmore detell,

-
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TABLE 1

PULP AND PAPER

NEW BNTHL A8 AND MORIALITY RATES

QUEBEC

1920 1926 1930 1933

1937 1938 1939 1940 20-ya ar Feriod
Net Mortal ity - } 7 - - - = =
Net Entry 43 5 - - 1 1 - 2 1
Growth % 11% -2% =125% 2% 2% - 44 2%
w 43 firms operatimg in 1920
MARI TIMES
Net Mortality - - 2 - - - - e
Net Entry 12 1 - - = " = = o
Growth % 8% - -15% - - - - &%

w 12 firms operating in 1920



68
PABLE II
BOOTS AND SHUES

NGV ENTRL 85 AND MORTALITIES

ONTARIO
1926 1930 1933 1937
6 yr. 4 yr. 3 vy, 4 yr. 1938 1939 1940 20 yr. period
period period eriod period
Entries s 7 8 iz 3 4 3 41
Mortality - ~ - i B - 3 - 14
Rate of Net 10.5% 16 6% 16.%3% 1.75% 5¢2% 1.6% 4.,8% 71%
intry or an or an ar an or an or an
average aver =gs aver=ge aversze averezgs of
of 1.75% of 4.15% of 5.4% of .44% 3,55% per
poT AR AUmM pSr an num pecr annum  per annum gnnum
MARITIMES
Entrics - 1 - - 1 - - 2
Mortality - - - 1 - - - 1
Ratc of Net 0O 20% ] ~20% 20% - - 20%
Intry or an or an or =n
gvernge avorago average
of 5% of =54 of 1%
peT annum Per anoum pa Anbuam
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TABLE III

PRIMARY IRON AND STEEL

ENTRIES AND MORTALITIES

MIRITIMES

—_—— e T =

Totel  Lve Not
1920 1926 1930 1931 1932 1933 1934 1965 1936 1937 1935 19% 1940 20 yr, Por innum

Poriod Ineraase

Now Entrics 2

2 1/20
Mortrlitics 1 b
Totel No,of
Astrblishments 3 2 4 4 4 4 4 4 4 4 4 o 4
Parcontago
Inerc:sa -33 1/3 100 ~33 1/3

ONT.RIQ

Now Entrics 2 2 3
Mortnlitics 4 1 5 /10
Totnl No,of
Est~blishments A7 13 15 15 1 14 14 3418 18 15 15 18
Porconmtrges 23 9/17 15 5/13 -6 2/3 7% -11 13/17
Incro-so

h——_——_—_‘
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T.BLE IV

C.STINGS 4D F@GINGS

ENTRIES .ND MORT.LIDPTiS

M. RIT IMES
Total 20 vorge ot
1920 1930 1933 19% 1937 1939 1940 Yoo Por ownnam
Pgriod Inerc: sc
Now Intrics 1 1
Mort-litics 5 2 1 8 -3/10
Tot~l Numbor of
Zst:plishments 26 21 19 18 (] 19 19
arcentage
Inerarsc -19 3/33 -9 11/21 -5 5/9 5 5/9 =30
ONTLRIO
Now Zntrios 22 6 a o 3) 11/20
Morts litics 2 4 3 9
Totil Numbor of
ast blishments 85 87 a3 91 87 84 26

Perecontge ;
Iner » S0 33 21/13 689 -21/9 -4 1/3 -3 3 3/8 2 1/a
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T.BLE V

HOOLLEN CLOTH

NET ENTRY ND MORMLLITY

MARITIMIS

Totnl Lv.Not
1920 1926 1930 1931 1932 1933 1934 1265 1936 1937 1928 1939 1940 20yr. Pzr .nnum

Toriod Ineronss

New Entrics 1 & 2 10

Mortality

Totrl Numbor of

2st~blishmnts 3 3 % q % % 4 4 & % % 4 5

Percentngo

Incronse 33% 25 66 2/3 3.,3%%
ONT'LRIO

Now dntrias 3 % 5 22

Mortnlity 6 6

Tot~1 Bumbor of

=5t .blisymznta 31 ai % b e b - 3B 38 5 2] 32 32 32 o

Percentugo .

B AP
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TAHELE VI

HOOLLEL, YRRy

MT LENT«(Y AT .‘QR.&ALITY

1y20 1926 1931 1932 1933 1M 1935 1936 1937 1638 1u3%9 1940  20-Year Pericd
New Entries 2 ) % ¥
Miortality
Total Number of
Kstablishuents 5 1 7 T 7 1 é 8 8 4 9 g
fercentuge
Increase 4o 14 241 12.5 go

QMK

New Entries 2 1 2 3 1 g
rortality 2 1 B
Total pumber of
Establishuents 15 17 18 38 20 <3 2 21 <0 19 19 20
Fercuntage
Increasc 1% 1/3% 5540 A1 1/9 » -8 16/<3 4 5/7 -4 3% 33 1/3
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TLBLE VII

COITON YAHRN AND CLOTH

IET ENTRY oND MORTLIITY

MURIT IMES
Yoar Total Numbor of EZstablishments lortality
1920 -] -
1931 + 1
1531-1940 4 .
QUEBEC

—— e

1020 1926 1930 193 1932 1033 1234 10935 10368 1237 19 193°C 1940 20-Yoar Poriod

Ncw Zntrios 3 3 1 1 6
Mortelity 2 2
Total Numbar of

Zstablis hmonts 5 | 14 14 14 15 16 16 14 14 14 & 14 15

Porcontugo

Incronse 27 3/l 7 1/7 & 8/% -12 1/2 9 1/ 36 4/11
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TiBLE VIII

BISCUIPS LND CONFECTI QHERY

ENTRIZS LND MORTLLITISES

3 TTAT
Total 20 Lverege Not
1920 1930 1033 1935 1037 1333 1240 Yecar Per Jnnunm
Period Increnso
Now Zntries 3 i 1 5
llortnlitics 2 4 6 oD
Tot ~1. Number of
Estsblishmnts 13 16 17 15 15 11 12
Percen tnge
Incranse 23 1/13 6% -11 13/17 -26 8/3 © 1/9 =7 9/13
ONTARI O
Now Entrics i + 5
Eortelitics 2 20 4 1 | 27 1.1
Tot =1 Number of
Zstnblishmnts 104 102 828 78 77 78 B2
Percentnage
Ineransc -2 =20 -9 -1.5 =1.5 5 -21
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T.BLE IX

PULP .ND P4PER

SIZE OF T3T.BLISHMENTS

MEDL.N EST.BLISHUENTS IN TON UNITS GF PULP C P.CITY

QUEBIC LND MJRITIMES 1020-1540

000 omitted

e e —— e e o — = — ~  —— = e — OO e ——
1220 1026 130 1933 1037 1038 1039 1340

Quecbae 19,5 16 4 7.5 375 62.5 6845 635 505

Moritimes 10 11,5 2J.2 31.2 3749 375 37.5 37 ot

W Tentntive figurcs

Ratos of growth 1930 = 1932 ¢ . & 4 o o ¢ o s o o« » v ¢ Quobdboc - 32045%

" L B ljm ot 103‘3 & & % & = 8 = = @ .« ® & u ® I‘-‘faritiInQS- 375.%
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T.BIE X

BOOTS I/ND SHOZS

CH.UNG:S IN SIZ: OF 35 T.BLISHMENT

Gross Output Corroctod For Prico Chunges

ONTLRIO
1320 1926 1230 1933 1537 1338 1032 1540
kionn Estnblish-
mant 242,000 220,000 281,000 262,000 285,000 270,000 266,000 293,000
kzdinn
Estrblishmont 181,000 225,000 212,500 164,000 175,000 180,000 158,000 187,500
M.RITIMES
Nodimn

Estublishaent 302,000 223,000 185,000 155,000 127,000 102,000 122,000
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T.BLE O

PRIILIY IRON .ND STEEL

AVER.GE FIRE MI_SURSD BY EMPLOYMENT

YAR i RITIMES ONT.RIQ
1920 663 324
1326 613 238
1330 e 343
1331 462 260
1332 153 102
1033 192 218
1934 324 308
1235 408 403
1335 439 4B
1337 573 540
1B 556 520
123 563 o6
1040 845 752
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T.BI3 XII

C.3TINGS .ND FOGINGS

¥EDLN SST.BLISHKENTS BY EMPLOYESS

-_— e Y - e

YE.R ILRITINES ON LLRIO
1220 27 20
1930 21 173
1333 17 17
1335 25 19
1337 17 19
10T 13 20
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315 XIII

WOOLLEN CLOTH

MEJI.N 3I5T.BLISHIMENTS LiE.SURID BY LOOMS

Y. NeRITIMES ONZ.RI0
1320 21 20
1930 not calculabla 30
1933 8 25
1335 9 25
1037 7 35
1340 not ezleulable 290
Noto: Thz ehoiesc of looms ns = roasurc of size was not too hrppy

whon it enmm to0 enleculnting the sizo of the median estnblishments
in ths Maritimes becousc thore wers in soms yo.rs such wide

sprands thnt the madisn w's -zaningloess in sny rocvl scnsa,

How-

aver, for Ontorio the usoe of looms s profarable to aithor on-
ploymont or spindlss s it wos loss nffocted by cyelicnl chrngo.
For othor purposcs ths use of 1o3s .8 2 nensure df size wna str-
tistie~lly prafor-blo ~nd wo judgod it wise t > bo eoisistont
throughout tho study.
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T.BLE XIV

WOOLLAN Y.RN

MsSDI.N EST.BLISHMENT MS.SURED BY SPINDLES

MaRITIMZE3
1020 15 1233 1335 1337 1540
200 220 225 200 240 w260
NTLRIO
1064 2200 3800 3168 3500 3650
w Ona very l-rgo naw estzblishment startod operation with
3400 spindles,
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T-BLE XV

COTTON Y N D CLOTH

MEDIAN Z3T.BLISHMENT ldw3UxED BY POSSIBLS 3P INDLE HOUSSW

Yi.R M. AITIMES QUEBZEC
1030 57 1)
1033 72 283
1937 80 220
1540 61 158

W In Millions
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T.3LE XVI

BISCUITS .KND CONFECTIQNERY

3IZE OF EST.BLISHEENT i 5SURED BY EMPLQYEES

Bl ITT

YE&A LWVEHLGE EMPLOYNENT
1520 ‘ 144
1330 105
1533 70
1335 B3
1037 J6
1235 120
1240 126
ANTeiI0

1520 €8
1J30 56
1233 59
1335 66
1037 i I/
1333 75

1540 8L
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T.BLE XVII

PULP 4ND P.LPER

AVERAGE T.GES BY Y&:RS 1930 - 1940

QUEBEC
1920 1926 1830 1933 1937 1938 193¢ 1940
Lverage s.nnual
fSarnings 1341 1293 1322 1026 1370 1321 1377 1564
M.RITIMES
wverage .nnual ]
Tarnings 1142 1018 1244 995 1288 1197 1246 1392
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T.BIE XVIII

BOOTS .ND SHO&3

LVER.LGE NNULL E.0N INGS

ONTARIO
1920 1926 1930 1933 1937 1968 1939 1940
wverage Lnnual
farnings 1020 1025 961 839 918 897 214 1069
M.RITIMES
Lveraze annual
Barnings 1008 881 056 o87 618 678 763 -
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TLHLE XIX

PRIM.RY IRGN JND STEEL

LVIR.GE JNNULL LRV INGS

M.RITIMES

1920 1926 1930 1931 1¥2 1933 1934 1935 1936 1937 1938 1939 1940

4varage w.nnual
darnings 1837 1086 1303 1017 1123 1176 1241 1326 2279 1443 1308 Y42 1644

ONT..RLO

Lveruge snnual
Earnings 1910 1750 1740 1856 1488 1312 1356 1336 127 1499 1482 1564 1720
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TaelE X

C.STINGS ..ND FMRGINGS

LVERLGE LNNULL ELRNINGS

MARIP 123
2920 1930 1933 1935 1037 1939 1940
Avarage onnual
Lurnings 1240 3248 97 1250 1138 1146 1180
ONT'LRIO
Averaege wnnual
Zam ings 1477 1210 764 99 117% 183 1355
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TABLE XXI

WOOLLEN CLOTH

4VIRLGE JANNULL ERNINGS

- MLRITIMES
1930 1933 1937 1940
Avearsge Lnnual
Zarnings 712 718 700 853
T RIO
Aversge .nnusl
darnings 730 690 830 $90
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T.BLE XX

WOOLLEN Y.RN

SVERLGE NNJLL ZHVINGS

Mo RITIMGES

—

—

1920 1926 1930 1931 1932 1933 1934 1935 1936 1937 1933 1932 1940
«LVoroge wnnoaal
sarnings 74% 438 415 6531 617 458 610 559 503 563 6580 569 686
ONT..RL O
wVarage wnnual
Jarnings 610 560 700 880

No data for other years for VYntario
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Tu.BLI XXTII

COTTON Y.HN .0 CIUTH

LVER,LGE JNNUL.L S R INGS

M.RIT IMES

e ——— —

1920 1926 1830 1931 19232 1933 1934 1L5 1936 193 193 19390 1940

4Avorsge wanuol
Lnrnings 8g? 765 725 7153 817 726 757 730 794 B85 816 837 1029

QUIBLG

Avorszs «nounl
durnings 691 687 757 %84 771 740 740 72% 791 650 798 853 832



TLBLE  XXIV

BISCUITS AND CO'F £CTT ON.ERY

AVERAGSE ANNUAL EARVINGS

MARITIMSS
—— ———  —— — ——— = —
1020 1930 10358 LBD 1237 1934 1240
Avorasze Annucl
Zernings 70% 836 711 748 809 79 729
NTASTO
Aver  gzo Annunl
Zomings 881 260 029 399 1002 1075 1000
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Chanter 4
FOREST INDUSTRIES

1, The Forest Industries.

Industries based on the forest resource, chiefly the sawn
lumber, shingles, pltprop and pulp and paper industries, rank as a
group among the first industries of the Maritime provinces. 1In
Nova Scotia the forest industries rank after agriailture and the
metallurgical industries in total output and in New Brunswick they
rank first, More important, forest praducts are the chief item
of export of the province of New Brunswick and provide the only
considerable means of payment for her numerous imports, His tor-
ically the welfare and prosperity of the people of New Brunswick
have depended on the state of the forest industries, and the his
tory of settlement in Ehe province hcs been, in effect, the history
of forest development, In the early days of settlement the white
pine, in high demand for shipbuild ng and general lumber, led to
the settlement of the river valleys, the extension of settlement
Yo the watersheds, the early mapping of forest lands and the char-
acteristic New Brunswick settlement of small fzrms with woodlots,
the mill and the church. Wooden_shipbuild ng ané the carrying
trade were natural devElopments,3 as was glso the highly indifferent
part time agriculture,™ which still regains & problem in many parts
ef both New Brunswlck and Nova Scotia. The decline of the lumber

11n 1941 forest producte exported from New Brunswick were valued

at $31,367,000. Annual Report of the Department of Lands and Mines
(N.B.), Fredericton, 1942, Of this amount more than three quarters
was made up of pulp and paper., The Nove Scotia export figures,
season of 19U41-42, were:

Planks and boards...... .o $U4,267,579
Worl PUlD..ssovsmrwsssnes 2,112,192
Noewsprint.....oscevcsess i 2 028
BOBREE o3 v v 500 50000 npwns R ) P _
2er, Chepter 1. Report Dept.Lands & Forests (N.S.) 1942

See also, for an histarical account, A.R. Lower et 21, the North
Americen Asszult on the Canaélien Forest, Toronto 1938. Chapters

VII, vIII.

icf. Lower, loc. cit,

John Davidson, Commercial Federstion and Colonial Trace Pollcy,
London (1900), p, 49-50.

Cf. Chapter 5.
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industry after the last war brought hardshis» and extremc poverty

to many Now Brunswick communitics, particularly st the mouth of

the Hircmichi River, whilc the growth and wrosperity of the pulp
and 2ancr in.uatry O“uutbu ncw boom towns in the inter-census
acrioC 1921—31 towns which after 1933 were to realize the fate

of communitics depecndent on 2 single oxport infue try when the
world markcet 1s abnormally decpressed, 2and which were to learn by
suffering - XkXindred feelinz for the 2lrezdy Jdcpressed lumber towns.,

The future of Kew Brunswick, and to :. leszor extent Nove
gootia, will be sinmilarly cdirectly and intimotely assoclated with
the future development ond progress of the forest industries,
Inceed 1t is oanly in thu forcst indus tries thot s>e clearly dis-
cerned thosc partiaular location aévantages that oromise successful
future devclopment of manufacturing in the ¥aritimes. Welfaore,
in the future 25 in the past, ond the improvemcnt of standards of

welfore, will depend primerily on thu utilization of thc forcst
rcsourcc. It is ouwr surposc in this chepter to estimcte the
gignificancc of wartimc eolffccts on tu, sroun of industrics depening
on the forcst. In order to éo thils we Dmwposc To set out In out-
linc the noture of the basic rcsourcc on which the iIndustrics feed,
to indicate the wartimc cffecte on the exploltation of this re-
sourcc, to show the rcl-tive cost nosition of Maritime cetablish-
acnts and thelr comoctitors, thelr relative positions with respect
to markcets, =2nd, ultinately to zssess the mrobleoms of future policy
poscd to the incdustrics,

2, Thec Forcsts.

The forcsted arens of the Morit ime provinces, vhich 1is to
say of Nova Scotla and New Brunswick, cover 33,503 square miles,
of walch 11,850 square wilu? are in Novn Scotlh, and 21,753 squurc “
mlles are in Heow 3runswicls, These stant. s are Zivided ns follows:®

6T'xc sopulations of four pulp znd paper towns, IZdmunistm , 3athurst,

Campbcllton, Dalhousic, grew as follows: A Erovinﬁte rote

Comobell ton B—QI% _%$5 6}- %

Edauniston 35 6,430 plus 50%

Bothurst 200 3 39? 3,300 -

Dalnhousie 1,050 ,9 3,974 plus 100%
Compare the lumber towns:

Chatham 4,556 4,506 U4,017 minus 11%

Newcastle 2,945 3,507 3,383 minus 33
Consus of Conada, 1931,

¢ "Ta: Forcsts of Cani”a", Forsst Service 2vsnch, Deperiment of
he Intorior., Xing's Printer, Ottowa, 1935,
1bie ,
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Lanéd area  Sof twoods Yixed
Mercnantable - Young  Merchentablc = Young
N.B, 27,373 5,58k 2,416 7,318 3,883
N.Bs 20,7%3 5,000 3,000 70 480
Hardwoodls

¥erchantaoble - Young

Ne3. 1,322 890

N.Se 1,800 1,000

Morc important than stands, however, 1is some notion of the access~
iblc timber, the rate and nature of growth ond the continued pro-
éuctivity of the forest. The present acccgsible timber of merchant-
rble slze 1s glven in the followling t:r.blc.9

Ccnifers N.B, N.S.
Saw material in 000,000 boord fect 5,657 L, 854
Small growth in 000 cords hs,ogo 23,182
Total (equivalent in standing timber) 6,803 3,775

in 000,000 cublc feet

Broglleaved
Saw material in 000,000 board feet 3, 9l 1,170
Smc1l growth in 000 corés 15,737 5,805
Total (equivalent in stamiing timber) 2,359 808

in 000,000 cubic feet

Total
Saw materisl 1 n 000,000 board fect 9,601 6,024
Smzll growth in 000 cords 63,8307 28,987
Totel (equivalent in stoniing timber) 9,222 4,583

in 000,000 cublc Teet

The annual cut in Nova Scotis was, in 1941, of conifers 299 millions
oaré feet, of ardwcois, 28 million boarl fecet and of pulpwood
131,000 corcs,¥ and in HNew_Brunswick the cut in 1941 was 1,194

1h0usand.cords of pulpwood.ll In all the cut for the Marit{me PY OV
rﬂces in 2 normal pezcetime year (19}?1 including 21l conifer ftypes
an about 2,9% of merchantsble stonds,l2 & rate about Couble that of

3 Ibig

—e

Aeport of N,S, Department of Lands ond Forests, Halifax, 1942,
Lu§§?°rt of N.B, Department of Lends and Mines, Frederieton, 1942,
'0er cut for N,B, is not given for 1941,

F A c_ o - by o
Camres Guthrie: The Newsorint Paper Industry! An Ecmonic Amalysis.
“®bridge (1941), p. 26,
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Qucbec ané more than Couble that of Ontorio., The rate for hord-
wool is sllightly higher, If one puts to ons side loss from fire
an”. insect this cut, though higih in = wer year, »robably is not
excessive for the natural reproductive power of the forests. Red
spruce, balsan flr, onl similar conifers suitable for_pulp, have

a reprofduction periol of cpproximately twenty years, so that an
ennuzl cut of 3% would not appear excessive., "Although little in-
formatlon ig availcble cbout growth rates in Conoia, 1t is feirly
certaln thgst the annucl growth 1s sufficlent to offset this de-
nletion', The Maritimes are blessed with soll and climate making
for partiarlarly rapldé reproduction. '"Becouse of proximity to the
Atlantic_the climate in this area 1s molst and favourable to
growth", Predoninantly the area is geologically suilteble to

g cnerous forest coversge though in the northern sections of New
Brunswick and in Cgpe Breton Devonlan oné granitic intrusives give
a thin stony soll & wihiich makes for heavy wind damage. Unfortunate-
ly we have no proper [ull inventory of licritime forests., Murray

B. Morlson's "Forests of New Brunswick", nublished in 1938, mekes
an estimnte of stanis, but much of the materizl is based on cal-
culations male in the early 1920's., HNot only is thls now cut of
Cate, ut, as the Finnish Forest Scrvice has shown, perlodic inven-
tories are necessary to show the rclatlon of cut to growth, It is
o great weakness that owr foresters have not exact or certsin in-
formztion on the relation of the annual cut to the annual increment,
Mr, Morison's estimate of zn average cut of 150 million cublic feet
of conifers over the past thirty years when put cgainst hls esti-
mated stanl of 7,473,000,000 cubic feit and net annual increment

of conifers of 1§0 million cubic feetl! allows a small margin of
safety for less from fire, winl and insect, But as we have saild

no real check on cutting is affordel by thesc estinates so that we
can suppose, but connot know, that the natural increment covers

the overall depletion,

But 2 gool. forest covernge 1s not enough to sustain 2 sound
forest injuetry, even if the annual cut can be inlefinitely re-

13 S,W.Flelger, Professor of Forest Engineering, University of New
Brunswick., In conversation,

|
Y* J.A. Guthrie, op. elt., p. 27. Almest all experts agree. The
1p and Paper Magazine, sutnoritative tradc journal, editorially
comments (Vol.43,No,11, Oct. 1942, p. 838) that there are no nation-
al shortages of merchantable timber in Canc’la, Silvicul ture may be
Needel in speclcl areas for specific locsl shortages, but natural
reproduc tion is sufficient as a zeneral rule.
ZJ.A. Guthrie, op. cit., ». 20.

» W-E.D.Halliia{, A Forzst Classification for Canada, King's
Mnter, Ottawa (1937), 2. 36-41.
£.B.Morison: The Forests of New Brunswick, King's Printer,

Ottown (1938), »». 60-051,
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placed by natural reforestotion. We hove to know if the forest

is ndequately protected against other forms of destruction, whether
the cycle of tree reporduction ylelds merchontable types, oad 1f
the young s.onds will mature in limits accessible to the present
industricl sites,

Fire destruction, while heavy, 1s not serious, considered
over the area as ¢ whole. About one-tenth of one per cent is recke
oned as the average fire loss in Conado os o whole,lS anhl. because
of the dGampness of the corea the Morltime rate may be slightly below
the cverage., Maritime mrovincizl governments hove provVided o fire
vrevention service 9 ani require prlvate owners to cooperate in
fire control and to put out fires in their own limits. Blg holders
have welle-worked out fire protcction schemes, based on the Wright
systen of indexing fire hazard, and providing for patrols ealcula-
ted on the Segree of hazard and Intmdeld to srevent or localize
outbreaks.2

Insect cdestruction is probobly o more serious menace in the
Maritimes particularly since the infestations of the spruce sawfly
after 1934 and the yellow birch borer since 1939, The spruce bud-
worm, long endemic in the province - manifestations of epidemic
outbreaks 25 early os the 18th century have Deen found -~ tckes a
heavy toll of fir, and, in epidemic yeors, of gpruce. In the bul-
worm epldemic of 1913-21 in the Miramichi, Camoge to roughly one-
thirl of the stanling tTimber of the watershed was nearly complete,
Estimates of thls Camoge made by the New Brunswick Forest Service
vary from 10,000,000 cords to 22,000,000 cordis, the latter figure
incluling loss of growth and consequent wind danage. Mr, Morison
puts the loss at 80% of the merchamntcble balsan fir and 25% of
the merchantable spruce. There seems little direct control over
this insect. OQver the vellow birch borer, zlsc, ho control has
yet been found,2l but the spruce sawfly infestction is under DO
tial control ané mo lncrcase of inciicggc has epseered since 1938,
when the psak infestation was reached, This Insect spread to
New Brunswick from the Gaspe where from 1934-1939 the mortality
of spruce from the ravoges of the sawfly increased from 10% to
more than 26%,2 By 1938 more than 12,000 square miles in the

I8 7 K. Guthrie, op. Git., D 27
19.1The Poreste of Cannda."
20 G,A,E1lis and H,W.Beall. "Projposed Fire Control Plans for the
New Brunswick 1limits of the Bathurst Power and Paper Co. Lta."
Puln and Paper Magazine, Vol. bo (1929), p. 315.
5 R.E.Balch, Dominion Government Entomologlst, in conversation,
PE_R,E. Boalch, "The Spruce Sawfly Outbresk in 1941", The Pulp and
aper Magazine, Vol. U3, No. 5, April 1942,

R,E.Balch, 1935-1941, Reports on the Spruce Sawfly. Ottawa



96

Gaspe were infested, Infestation became general in New Brunswick,
put heavy only on two points on the south sliore of the Restigouche,
one on the Nepisiquit and one point between the Renous and South-
west Miramichi. By 1938 ﬁhe infestation was checked by the intro-
duction of the parasite,2 but optinmism on futwe control by nara-
gite must be tempered by the knowledge that a disease became epi-
demic among the larvae and overated with the parssite To reduce
infestation and by the szovarent fact that the spread of the rawggy
geems to be Ainfluenced by the effect of weather on the dlspause.

The Canger is much reduced but still present and the mortality from
this insect might again increase, desplte the introduction of the
paresite, glven sulfzble weather and the disavpearance of the dis-
case affecting the larvae, a disease which cennot be artificially
produced or controlled. But direct controls are much less impor-
tant than indirect controls., Insects and disease normally sttack
overmature or very young stands. The present outbreck of the _.ellow
birch borer in New Brunswick, for example, is the result of the
accumulztion of stanis of over-mature trees. The budworm epidemic
is by some attribubed to the d evelopment of stands of old fir., "A
number of our destrggtive forest insects breed normally in dyling

or weakened trees", Proper silviculture, which, azs we shall
shortly show, 1s necessary to maintain the reproduc tive power of

the forest azainst industrial utilization is also the best method of
insect control,e( ggr is 1t sufficient to show, as A.R. Gabell
has attempted to do, thet the Canadian stand and natural repro-
duction is quite sufficlent to offset insect depredations. Too
mucii faith is put in thls heavy natursl reproduction in Camada. The
accessible timber, economically workable, is in more limited stands,
and both economy of operation and eventually reproductive power ar
threatened in particular areas by insect and cutting. YMoreover the
lumber industry relies on mature trees. Their destruction in the
economically accessible areas, particularly in the Maritime prov—
inces, even if there is heavy growth in other - znd economicglly
inzccessible aress — cznnot be looked udon with equanimity.2§

2%Cocoons ver square feet at stations in N,.3. showed as follows:

1937 1 28 1979 12Ul
Young's Brook : : of 53.9 0.3
Dunvar Creek 13.9 0.0

R.E. Balch, op. cit.
25 R.E.Balch, op. dt.
26 R.E.Balch, "Culturzl Practices and Forest Insects", 55th Annual
Recort of the Entomologicel Society of Ont-=rio (1934),

R.,E, Balch, op. d t.

A.R.Gzbeil, "Dendroctonus Plccaperda Hopk: A Detrimentsl or Bene-
ficlal Insect?" - Journal of Foestry, Vol.3S,pp.632-640 (1341),

For a detatled reply to Mr, Gzbeil sec R.Z,Babch,"On the Estima-
lon of Forest Insect Demage, with Particular Reference to Dendroc-—

Onug Piccaperda Hopk"., Journal of Forestry, Vol. 40, pn.621-62
(Avg . 19l2) ., : = 8, >
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In certain Maritime forests, wind loss 1s sometimes heavy.

If a stand is inaccessible, or accessible only at uneconomic cost,

t may be pernitted to become overmatuge. This 1s particularly \l
true of forest categories A.1 amd A,6.30 The problem of control T
and prevention of this type of loss is also bound up with the ques-
tion of rotation of cut, The Tarest reproduces 1tself, but the new
stands will be of different types and ages, Ideal forest manage-
ment would provide for a cycle of cutting, so arranged thet a series
of stands of oroper types would become avallable year by year at i
the right staze of maturity for autting. Then no trees would be cut h
too young - a process that yleldés poor pulpwood and poorer timber |
and at the same tTime unnecessarily depletes the forest and threatens |
its natural reproduction - and no trees would be left to becage too |
0ld, to blow down and to increase the fire and inscct hazard,’l Un- |
fortunatcly such perfectly controlled cutting is not possible, but |
the waste from present methods of cutting has previously led to the |
advocacy of selective cutting for Maritime forests,’2 The phrase \
"Seleetive cutting" needs defining., In one sense the cutting done
by the frontier settler when he cuts out his most valuable trees is |
"gelective", but it is not apt to enhance, or even maintain, the |
futurc yield of his woodlot, 1In Scandinavia, indeced generaily in |
Europe and even in Siberia vhere forest conditions are more like
those of Canada, "selective cuttinz" or silviculturc means the cut-
ting of trees sc as to maintain the moductive power of the forest.
Diseased trees, saplings that threaten to check the growth of rore
nature wood, fire hazards are cut out - the products may be sold
as by-proGucts, pltprops, cheap fire wood, etec., - and trees of de-
sired specics and age are cut, but in quantities that will give a
constant or even increasinZ increnent year by year, and with an

eye, too, to preventing wind Gamoze, Practical silvicul ture in Can-
ade might take the form of selective cutting of stands, In this meth-
od groups or stands whose genersl species and typical age are sultabls
are clear cut,but the operator rotates his cut through the forest yea:

Miramichi Section
Northcast Coastal Plain
Central~-Saint John River System ond Northwest Nova Scotia
Aftlentic Slope
. Cape Breton Plat eau

A.7 - Cape Breton Plains
W.E.D,HalliZay, op. cit., pp. 36-41,

The amcunt of burntover barrens in northern New Brunswick and

Cape Breton shown by Halliday, op., cit., 1s some indlcation of the
Connectiorn between fire hazerd and overmature stands,

5 8.A,8zunders, "Forest Industries in the Maritimes Provinces",
R A.R.M,Lower, et. £l. op. cit., Pe 366,

O o
(op Wi =ES Nt o
T (s A T
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by year so that he haes slways - steady increment of stanis coming
to naturity. Thls method of rotzting a clcar cut regulres, to be
succeseful, that the limits be sufficlently lorge snd diversified
jnto stanis of fairly clstinet oge groups, that 211 parts of the
1inits are ceconomically cecessible, that strips zre not cut so as
to increcse winé damsge to Thosg left, that the strios zre not too
large o prevent natursl regencrafion and that the natural successor
typcs are of merchontoble species. Thus for smcll woodlots the
ipot-tion nethod¥ is scarcely practicable. 3oth =ethods, depeniing
on th¢ nature of the forest, core beyond coubt desirable for the
lorge limits., It 1s, “owever, dcubtful, if this policy would be
ancccpted by the puln and pap“§ coaponies, or even, in entirety,

by all the forestry e::‘_:crts.j It 1s agreed that, though some of
our forests, notably broadlecaves, would bencfit from selective cub-
ting, the process would be unnecessarily expensive for the pulp

and nooer companles o their lirits, For these, far more ilmportant
thon selective cutting by types within scctions, would be a forest
road development whidh would mcke zccesslible a2ll sections of the
forest so that proper cut rotation, according to maturity, would be
possible. The prefoninsent species naturally rcforastinﬁ are the
balsan fir associations, black spruce znd whitc birch,) As these
arc woods sultable for »ulp - the growing industry - the companies,
anl particularly the pulp -nd paper companies, arc strongly opnoscd
to the introcduc tion of metiaods of silviculture and forest manngement
wilch they dub "Euronccn', and deen prohibitively expensive., It is
to bec noteld here that, in effect, the attitude of the companies is
to advocate & programme that would presungbly involve mublic exsen-—
Zlturcs rather thoan one which would, ot first, =% any rate, raisc
thelr own cutting costs. In dctermining proxr pollicy, we should
bear in mind that in such = Judgment the advocacy of the companles
is not opt to be disintercsted,

) The problem is furthor complicobed by the question of owner-
silp, In Nove Scotlic zhout 87% of the forest lan’ is mrivately
ownel, of which half 4is in holdinge of 1,000 acres or aver.3§

33 Profcssor B,W,Flt.zer in conwersation sall no single wolicy could
be rizidly followed, Forest life was dyneamic, changing; there were
c¢hanges in insect Canger, in consumer demond, in the pattern of tree
Eenerations. In some ceages present cutting pollcies were, perhaps
more by accilent than lesign, satisfactary. In other cases a ro-
tated strip cut would be cesirable, "selective cutting" might be
introtuced to the woodlot oper-tors, Even artificisl reforestation
2ight in o few cases be dcsirable. One shoull avoid a doctrinaire
Dosltion, Cf. also "A Post-war Policy for CancCian Forests", Report
of the sub-Committce of the Board of Directors, Forestry Associztion,
Pﬁlp ané Paper Magzzine, Vol. U3, No, 6, May, 1342,

3 w'EtDl Hﬁniiﬂy, 22- .9...1:2'

35 "M Porests of Cznadéa¥,

e ———— i ——r———
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ITn Now Drunswick, 38% -7 tho forcet lan? ie Crown l-n?, =l of Hri-
vatc holdinzs only =ztout 20% 1s in holdings of ovcr 1,000 scres,~
but New Srunswick International Fajer has larzge limits in Gaspce
and provinclal crown lands arc in use in large limits uncer control
of blg oxerators, The larze holdinzs and crown lands misht be oper-
e ted more economiczlly if the stands were made accessible by a
forest rozd development as part of a postwar recanstruction scheme,
but the small hollings, UY8% of the total in New Brunswick snd 4U%
of the totzl 1n Nova Scotla, would remein outside this scheme. The
sroper menagement of tae small nolding, typlczlly the farmer's
woodlot, would require some further nlan. It hes been cuzzested
that cooderative communitie s, perha soldiers!-settlements, might
be organlzed whose woollots would be jointly azerated on & vroper
cutting cycle. Forest rengers aight be tralned to serve cnéd adlvlse
these communities,’( ané marketing arrengements with the mills, or
even cooperative mills, might ecaslly be established. The subsis-
tence farm could be combined with this form of forestry, zs &t
oresent, and if the cooperctive organization worked suCCessfullg

it could be extended to the marke ting of zoriailtursal produce.3

36 WThe Foreste of Cznnda',

371 A survey of Canadlon leglslation siows the comvarative backward-
ness of the Maritimes in providing assistence and guldance to for-
est operators., The forest services are chiefly intended to prevent
fire and to conduct the business manc. gement of the Crown lands.
Quebec has o forest ranzer service, ¢ wood~-selling assistance zct
(1935) and Flant Protection Act (1929) in sddition to the usual
Forest Resources Protection Act, The Nova Scotis Small Trees Act
(1941) 1s the first stes in the ¥aritimes towards controlling
the.depletion of the forests by wasteful cutting.

38 Tne rollowingz brief summary of the scheme was ocutlined in con-
versation by leading New Brunswick foresters, Two suggestions
heve been mede to permit of meore economic utilization of the farmers’
woodlands with profit to the farmers themsclves, sugzestions that
are not. necessarily incompatible, The first is that government,
by regulatory decress such as the Nova Scotia Small Trees Act, pro-
hiblt the most wasteful end exploitative practices into which far-
Mers are tempted by pulawood buyers. In addition to these prohibi-
lons government shoulé encouraze the formation of cooveratives of
¥oollot operators, and provide each cooverative with the services
221?_ Specielly trained man who would be similar to and might be
tas el aftjer the American "forest ranger", Thesc men, it is sugges-
the-.Ucoula be tr:-'-.irfed inc short coursc in the Foarestry School of
grouﬁnlversi ty of New Brunswick and thc coooeratives should be
& Uiid in county or larger aress unier the gcneral suzervision of
Zlve ﬁ}'ﬁtraine‘c} forest engineer. The coonirative orzanizetion would
at lesrx.e. er stability in marketing and should obtain a better, or
Ruck, ;-51: more stable mrice, but its maln Zurnose would not be so

Or coonerative merkcting but for coonerstive workinz of the

for S
€8t lands, so that prever snd conservotionnl cutting methods couls
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No corﬂalctc study has becen madec of the history of the ‘&nr*-_,
tine rorcﬂa )re heve be 3& topograshicel surveys like Fernow's,”
Morieon's E.m Hallld yls, studiecs of utilization, and
industrics, but in - cauntr:f deponéing on naturtl reforestotion,
wc nced to know the pattecrn of the forest'!s lifc cyclec. We do
know that in rccent years thc dlock spruce, whltc ané wire birches,
anl balsam fir tend to be successor trecs, but we do not know how
thcse forests would develop, nor in whot quantitics the re»slace-
ments cone. We know that left to itself, without cutting by mean,
the forcst changes. Trecs of = certaln tyx conear, have thelr
day, ond 1likc the civiliz-tions of man, dic out and yleld place
to new g¢gmmunitice. Insect -;,L.sts, we zlso know, follow cericin
eycles, but we cannot corrclate thesc with th\, cycle of types,
with average moturity or with fire. It may be thet we ﬂugh‘c uo
try to control ncw growth so ~s to aet the tyoe of tree we wont by
methods of silviculfurc similor to those in usc in Europe, But con
ve estimate dermand - trec a gencratisn ar fare in advance? C=n we

D

38 {contlnucd] be =5plied., This scheme 1s 1o coubt an excellent
onc, but 1t desends on n soeinl attituds tant is probobly not
precent ormong the mojority of our small f-miers Horcover one
wonicrs 1f it 1s as 2pplleable =g one would ‘:::wﬂ in our country
vacre tac szall feras ni woollots -re wicely senarated, Therc are
cort=in istricts vhere it might be tried if the men wno would be
involved shnwed ony enthusiasm for the schemc. The other sugegces—
tion is that after the war model forest communities be estoblished
on o scmi-collectivist basis. The men would have to be carefully
sclected, they woull need to be harly, cnthusiastliec, and socially
einded. The lant -nd forest, ton, woulé hove to be carefully
choscn and governnmcnt :';ssis"*ncc wmlc‘. hzve to be cantinued, not cs
2 Cole nor as 2 lusn sus sudsily bubt s = dindnlshing grant-inesid
over & »eriol of yerrs, The model conmunity would Jnintly own
the forest land and Jointly onerate It unler the lendership of an
clected council with the gullasnce of 2 forest ranger or resident
forest cnzinccer. Each cottege would zlso heve attoched a sagll
Alxel forn of cultivated 1and which woull be individuslly owned
=ndl ozerated, Thlis woull glve the ideal cautbinztion of forest-
forn oceupations, for winter anl suamer work, it would mointain
t‘xc nride of private ":::as cesimn ond homeg-mcl ina yet give. the advan—
tages for forest Aonazeront of colleetivist "*rre—-scﬂ_lc holding a,
Such 1 Drogranse night be concelivel as a part 31‘ postwar recn-
structisn and it alsht woll sti-mlste »resent saall holiers to nore
cconnnic ond cosper-.tive use of the wooilands.
39 s, E.Fernow, Forest Conditisns of Nove Scotis, for the Commission
of C'ﬂnscrv'tti n. Ott-wa (1912).

40 %.B, ioriesn, on. dt,
ll_ ‘i'-—l.D T{ 111\.5"" O."?. Vitl
2 ——

N 8.A.Saunders, ov. ceit, Hr, Sauniers' ctuly contzins = se¢lectel
1611 szrashy.

N rr-..z'_‘esaor Fleigor hag found indicatinneg of the spruce budworn
N gridemic propertisns srior to the 1825 firsnichi fire.
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be sure that suci: mefhods would yleld the forest increment we want}
such a rigld policy runs the risk of frustration, Pollicy requires,
shall we gay, an annual cut of so many feet of yellow bircih of suit-
gble age. The borer aopears in epldemic proportions and it becomes
a race between axe and insect, Or the naturzl life cycle of the
rorest 1s towards the replacement of the specles, Then artificial
reforestation Decomes necessary; a process whlch would cost us zll
our natural alvantages over Duropean compefltors, Can we, on the
other hand, adapt our inQuwstries to the natural life process of the
forest? In mrt we ore doing this, The »ortable mill, with all |
3ts evils, 1s an effort to adanpt industry to the forest. Research
in woods' products is zn attempt to finc wood uses and develop pro-
cesses for wood Ureutment to make best use of the types available,
One cannot say vhether in the future we shzll be pushed in the
direction of scientific silviculture or if sclence will finé a way
to make use of tac natural forocst increment whatever it may be,

But if the futurc holds its mysteries, so does the past, and those¢
of the past are less imdenetrable. We nced to know more of the
forest's 1lifc, of the history of tre¢ communlities, and this knowledge
modern methods of forest research have madc nossible, It is not too
much to hope that this rcsearch may be undertaken aftfer the war,

3, The Lumber Industry.

The sawn lumber industry, which was tac basis of New Brunswick'e
prosperity uo to thc end of reciprocity, 1865, was an expanding ine
dustry in CanaE& un to 1311, in walch year the meximum Ceznadiasn
cut was, taken. though shingle and lath production continueld to
expand,*D reaching pecaks in 1925. The opening of the Panamza Canal
atl the beginning of the century had a stimulating effect on the
Pocific Cocst 1ndustryaéand corresoondinzly checked expansion slong
the Atlantic scaboard. The liaritime industry, however, by tals
time very sensitive to changes in the United States tariff, felt
this new competition less thon it might have by recson of the reduce
tions Rf the Dingley tariff, 19093, from $2.00 per 1,00C feet to
$1.25. 1 This was followed in 12173 by the =zdmission of sawn logs
duly frece. Nevertheless the Maritime lumber incustry, with the grade-
ual Giminution of stends of walte nine was losing ground, losing
irounc in every scnse, both to the newcomer, »ulp ané paver, to other
recions in lumber, notzbly British Columbis, =g sbsolutely, in the
Cecline of the number of lumbor establishments, The wer of 191l-
1912 dic not so nmuch stimulate the industry to ineressed activily -

1% 414 to = minor degrece - but rother onoetponed the period of declinc,
b Census of Industry Annual "The Lumber Induetry® 1933, p, 14,
4 The Lumber Industry, 1933, ». 14,

q’ Cf. LOWGI‘ C';t - i.‘_ig:.. ) O'O. Oit L ] chc YIII.
né Lower ot aT., o2. cit., Bditor's Preface (H,A,Innls) p.lle15,
J.A, Guthrie, o». cit., p. 26,
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The causcs of thls dccline we have in part scen., ©n the pro-
guction slde they werc the introduction of Pacific Coast timbers to
thc east, the ropld development of this indus try with tae most mocern,
mcchanizcd processes, its supcriority in timbers, and the gradusl ex-
houstion of the staxis %f waltc plne,49 Tie grovwing demani, vinlch

raleed stumpage rctes, for spruce, for pulvweood oné, in some ensc
thc recession of the ”taﬂio from suitable tering rivers, But ther
were 2lso unfovour:cble changes on the demand side. Bullding in
Cannda and the United States woe increcsingly in brick and stonc,
particularly in the lorge towns wiilch were growing fastest. Sub~
stitute roofing matcricls camec to haove -~ great vogue, alécd by
municipal fire-zoning lows, Even for laths wood substitutes werc
introduced. Population growth, and with it building, was less rapid
after the war, Tac conscquence of increased cunjutitﬁor ané less
repld expansion of Cemand was o small Gecline in the number of Es—
toblishments in Now Brunswick from 270 irn 1330 to 170 in 1933.5
In Nova Scotir there was ne similar decline in number of est~blish-
nente. The decline is best iecsured by the diminution in wood used.
Betweon 1922 oné 1937 the scwimdlls, including lath ond shingle mills,
of Mov-. Seoti~ ~nd New Brunswick reducced thnelr cbhbsorptiadn of tiaber
fro: 612,000 cords to 791,000 cords, walle the dulp znd n-ver mills
increrscd theirs from 252,000 cords to 950,000 cords,D2

J

Thus the dewression in this ifadustry was not vart of the ord-
incry trode cycle phenomecnon. It had quitc definitely set in well
bberL the dc»ression of other ¥aritime indusiries become avsarent

1933-35, and thowhno doubt thc gener:zl trode depression =nd the 1932
American tariff, which nut on = auty of 31.00 per thousznd feet on
sown 1uﬂ“,53 intcnu_f;»d thg sgverity of the depression expericnced
by the lumbcer infustry, we must rezgerd the sawn lumber industay in
the Meritinmc nrovincgs as » smecli- 113 deorcesed and declinins indus-
try uw to 1939.

One effect of the dAstress of thls infustry 4in Hew Brunswlck -
not in Nova Scotic whcere there wae no morked decline in the number
of smcll establishments - wns the wecding out of the less efficient
est- alisumcnus prrticularly the smrller ones, As - resull New
BPuu_xick hz _, by 1937, far =nd nway the largest sversge slze of es-
t-blishue E zny movince in Con:da, excest of course 3ritish
COTU1bi % Th;u industry ig not one wilch was included in our

:9 "Exhzustion® is too strong = tern. In 1337 seventeen million
Soeri feet of whitc Hinc were cu 4n New Brunswick and six sné& a half
million in Xov- Scotia. "Tac Lusber Industry, 1730—7, Ds 53

20 Stumpage is "1lost yure *coqotic rent. Thus an incruase in demand
in enc cnmlovment »-ises the "trans for cost" of the rescurce - in this
Ciee spruce - for any clternative emolovzent . Cf.Joan Robinson, The
Zconomics of T, merfect Co- petitisn, Lonion {195:) Ch.8

2L The Luqber Industry, various ycars.

2 J,A, Guthrie, op. cit., p. 26, Profgssor Guthrie's dastz are beosed
o the Census of Industry -nnuals cite&’hhreLn ead on the Report of
S3C Roy-) Cvj.isq**ﬂ an Pulpwool., Ottawa, 192%,

2% E.A.Innis (oc. ) in Prefage to che: et gl. op. cit., los, cit.
2% Tae Lunber Incustry, ly;g-T g ;

— .. -
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sncelial investicsti-n of size and cfficicney of daritire industrial
cstsblishnents, so we are unable t~ say vory Cefinitely thoat the
lzregor scole of establishment 1s oo nnccted with greater efficlency,
th-ugh it is generally sgreed that the large slze of the tynieal
British Columbl-~ cst:-blishment is osne of the sources »f the superior-
ity of thc west cozst infustry. It is thereforc mobsble tivt the
¥ew Brunswick industry, at least, woe in as sound o competitive posi-
tion at the start of the war ~s ot any time since 1926,

The cffects of the war on this infwtry e be briefly sunnor-
jzcd. They have beon 2 great cxponsizn in genersl cutting enl the
ccveleooment of certaln new woad uses which may beeome of consilerzble
irportance. The Novs Scotin cut in 1937,25 the best year since 1926
was 178,000,000 fect, board mc asurc. In 1941-42, it was 327,500,000
foct, bo ari g ngurc.o®  Tho New Brunswict cut in 1937 was 307,000,000
bocrZ fectk, the 1941-42 figures arc nst yect obtainablc buf may be
cstimated as mnning well over 300,000,000 board feet, The hew in-
cug tries we have slready noticed. They nre the provisim of pit-
orops to the British cgovernment, the woslen box inlustry and veneer
an? ply-wooi infustry, None of these, of ccurse, is a "new" inlus try
in the scnse of hrving cngaged n- cntreprencurs bcfogg the wer; they
are ncw only in cxtent and importance of »roiuctizn, The greot
linit-tlon on exponsion »f output 1s scarcity »f lzbmur. In the
frurth ycar of the war operators say they connat get labour to cutb
anl. haul trees, t» work in the mills, to larc timber and ship it.

25 The Lumber In‘ustry 1936-37, p. 53.
By years the totzl Nova Scotiz cut wase

1937 178,000,000 ft. b,n.

1938 142,000,000 !

1939 15%,000,000 "

15ko 286,000,000 u
. 1341 -l2 327,000,000 L
26 Rcoort of the Dopartmcnt of Lanis an” Forests, Halifax, 1942,
o1 The Lumbor Infustry 1936-37, ». 53.
37 reors the totol New Brunswick cut was:

L 307,000,000 ft, b.a.

19%8 223,000,000 "

1938 211,000,0C0 "

19 297,000,000 "
g 19l 400,000,000
: Sec Chapter 2, scc. 3. ‘
9 Thore secri. to be nc swurces of statisticel “=tn as to the vol-
W2 of employment, output, or propartica of cut used by these infus-
Ples, Even with-ut it we know thnt these new {evelopuents were
quintitntivcly import-nt in cccounting for saue »f the increcsel
WJ"1 We must be content with this zlthugh nore excet informmtion
UL he 1p 1n =assessing the future importance of th ese incue tries

-~

* daritime lumbering.
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For the some recson therc 1g o scricus shortoze of firewosl fop
fucl. The fcpressed lumber inTustry hol, nevertheless, an cxcess

1sbcur supply prior %o the ware Th ugh woges were low -nl work
parb-time, mcn staycld cn the forms ~nd in the woole becous ¢ inluse
trinl cpportunitics elsevherc werce not availloble. Bub when, with
war, theee opporfunitics came, the men left for the aramel services
and infustry, T2 retain 2 1:b~ur sw ply the “coressel wage lovels
woull hove requlrgs a2 much oore consifercble adljustnment than waos
2asible unter the woge ceiling, Thus th ¢ war has Zroingd ~ff the
surplus laobour supply from this infustry, has improvel 1ts woze
ston”ards, th~ugh nat to the polant of clininating tac dls:Tvantoge
of lunbernaon ns exmpares with other imustrizl workers,

Can the 1ncre-scl. cut bg naintoinel? ill these new industrics be
jrportont forcest cut lots? Will they fianl Dexcetime uses for their

DIY fucts?

We have now Un nssese the significance f these dcvelopments.
is

On the profuctisn sllc wc have scen no rcason to Zoubt the
ability of the laritlnc forests ts sustein the rate of cut, spenlie
ing generally. Butl when we exanine specific arcas therc are =o2nc
qualificatiosne to this gencral conelusi-n, In licw Brunswick the
most iaportant forest for luaber purposes was -nce the Mirsmichi
forcst, Thils forcst which was terribly 4xmagel by the spruceg bul-
worg cpldemic in 1913-21, hal. rccoverci 2ore ropllly than the
experts nal Jared hope, mi, ta~ugh the ysung growth wes still toao
sncll for good tiaber AT wos coning w in good pulp tyves, A lot
of the young growth was cut cut for »itprops, but there is o JAf-
ference of opinicn =g %r whether the cut acd the effect of W"thinning!
ar whether 1t vas tos severc, In chny ccse, with the grontly ine
proved and cheeper nothel of "bulleloczing® forest rsads the algher
and older Hiramichi forests erc anccessible for tiober and the
younzor growth, if prozerly cut, ooy bouseld for wulp ohd eventurlly
fa JIunber,

Porhops Tac oldest comnunity con tinususly Jeopendent on sawn
lunber in the Maritimes is that at the 27ubn ~f the Miranmichl River
in Ncw Brunswick. At 2nc time Chatham, with 1ts be-utiful harbour,
wags a flourishirg uort and the town it sclf busy anf prosperous,
Acrass the river liles Neweastle, the s:ire town, = railway centre
anl commereizl corunity as well os o Juzber town, Lullow, Nelsa:
ant Loggieville arc satgllite ecmmunifics, In 1921 the populeti
°f the towns was 55‘,013;50 in 1941 it was 8,053,951 Perhaps 2,000
af.:‘.iti:n:—.l pcople live in the satelllte vii sges md inmedi~tely
aijoining cocuntry. In 1935 cnly one 241l L n Cantham was operczting,

Part-tine, and 2 711l in Nelszn. A salp in harbour was a rare sight.

50
61

8ixth Ccnsus of Cannis,
Eighth Census »f Canala,
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Though the wartime lumber trade and the exlstence nearby of a large
Alr Force establishinent have given the towns a busy wartime aspear-
ance noone 1ls very hopeful about the fate of thlis community after
the war., The New Brunswick government has considered the possibil-
ity of establishing a pulpwood mill at the mouth of the Miranichi.
Whether thls, or a development of the lumber industry or some other
woodusing industry, would be most desirable would depend both on

the nature of demand and the type of forest growing on the Miramichl
watershed, Shortage of power woulld eliminate the possibility of a
groundwood Hulp mill, and it is unlikely that for some time to come
the forest supply of mature wood suitable for lumber would be ade-
quate to support further sswmills, Perhaps a cellulose nill or sonme
woodworking establishments would be a nore promlsing development,

As to this a further examination of the possibllities of these in-
dustries may help.

The grealt expansion in vencers and plywoods has depended on
the stands of yellow birch, These stands have been extensively cut,
but the cut has been not simply response to wartine demand, but, in
part at least, to save good wood from the yellow birch borer. Even
if this infestation is controlled, or comes to a natural end, the
stands of yellow birch will probably not sustain a veneer and hard-
wood Dly industry on the present wartime level, although it 1s prob-,
able thet 2 veneer industry on the »nre-war level could be sustalned.®c
The experlence with the yellow birch 1s an example of the sort of
thing that can happen when the confortable philosophy that natural
growth is adequate to replace the loss from any sort of cutting is
belleved in and acted upon in this fleld., It was the fzilure to cut
nature trees, simply because there scemed at the tinme no market for
the wood, that let the Nocw Brunswick stands become ripe for the bor-
er, Now, when on these veluable stands a most lwerative industry
could be established, thc trecs have dled, so thot it is imppobable
that any considerzble cdevelopment of the industry Ls possible., Nor
wlll natural growth replace these stands in ten or twenty years,
In a hundred years 1t might, but the need for the woold is now.

On the CGenmand side we may cntertaln the hope that wartine
demands will £ind substitutes in part from the demands for postwar
building., Canada is 3lanning extensive rehousing after the war.
It is possible that over a2 ten year periol a programme of one half
2lllion unitg will bc adopted, On the basis of Mr, Firestone's
Calculations®’ this would yleld a disbursement to the lumber in-
dustry of $430,000,000, or $43,000,000 a year, If this were dis-
tributed approximately according to the present output of the in-
dustryit would give abaut $2,500,000 per annum to New Brunswick

52 From minutes of an interview with a member of the industry.

6 O0.J.Firestone, "Postwar Residential Construction", The Canadien
Banker, 1943,
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and about $1,500,000 to Nova Scotla, These flgures reprssent an
increase of chout 50% over the peacetime (1939) gross output of
lumber in the Mari times and would, ziven the prewar szroportion of
manpower to mill, give employment tn an additional 2,000 men,

This 1s 1n itself an exvansion greater than that brought abaut by
the war and, il the Maritime forests would enable the Maritime in-
dus try to get the share of the estimated demand we have calculated,
it would mean an expansion of the industry which would more than
offset the cessation of war demands.

Also hopeful is the development, under the guidance of the
Department of Munitions and Supply of preoislon sawing and trim-
ming and dimensionel cutting in the wooden box industry. A trend
in the cheap furniture and house fittings industries is towards
the assemdly of pleces sawn to standard dimensions, One large
Maritime concern intends after the wagu%o cnter the furniture in-
dustry and to use Maritime cut parts, This should enable the
woodworking industry and the wartime bax lndustry to continue on
a larger scalc than in prewar deys. Onc might add at this w»oint
that one cannot help but be impresscd by the possibllitics of the
woodworking industries of these provinceg, glven the initiative
and capltal necessary to operate on sufficlent scale. Wooden
interior fittings, show cases, refrigerator cases, panelling,
interlors to individual order, wooden furniture, desks, school
fittings, office furniture are all lines in which in Canada tacre
will be after the war a good market, When one considers the de-
ferred bullding, both of public buildings suweh as schools and
hospitals and of private bulldings of all sorts, and the probable
public construction programmc which will follow the war, it 1is
apparent that demand for all these products will be keen., Most
of them arc products which cssentially can be manufactured by
firme on a small scale of undertaking., Mass produccd furniture is
cheap furniture, Expensive furniture, interlor fittings to order,
bullt-in showcases, cr commercizl refrigcrcotor cases, office or
other furniture, fittings and panelling to order are by their very
neturc lines of enterarlse which require the individual attention
of skilled craftsmen and the adaptebility of the small firm, and in
which the economics of largescale maonufacture are not apparent.
With the forest resource znd the supply of skilled craftsmen the
Karitimes ought to be able to enjoy at least equal advantages in
these industries. Indecd where they have already exisged Boarit ime
establishments hove done well against any competition,®5 If the war

§ encouraged development azlong these lines, as it has done to

oL From minutes of ~n interview with = manber of the 1 ndustry,

85 This, and the preceding argument, is bzsed on confidentizl
information given in conversation by a2 mamber of the industry.
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gomc small cxicnt, thc rcsult aay be more nurmznently beneflelal
thon thc tronsicent orofits of wartime trzde in boxes or sawn lumber,

Thus owr study of the lumber industry would suggest that the
cffects of the wor hove provided o stimulus walch, while it prob-
=2bly will not L¢ mainteined and which may have led to some unwise
cutting in certzin arcans, has neverthcless directed the incustry
into lincs which mcy be promlsing if postwar denznd in housing,
furniture oné intcrior fittings is onything like as lively as now
gsceas 1likely., It is thercforce »ossible thzt the industry thouch
it may never reach its previous peak cut amay nevertihecless come to
the cnd of 1ts deelinc ond may, in cohsequence of the war, cnjoy a
degroc of prosperity and provide o level of cmployment consider-bly
in cxcecss of the nrewar levecls,

Whether or not this optimistic view ey reasonably be entere
taineé will depend, in cur vicew, not cn the estimation of deaond,
but on the policy acéopted towards cuttinz, The supply of sultable
timber treocs will not last if the pulp companles continue to grind
up Tirst class Timber trecs for pulp, if ¢xpericnced lumbermcn con—
tinue to reg-rd, ce one docs, o six~inch white plne as "the ideal
tree to cut"., The increasc in cutting to meet the probeble pescectine
denmand for tinber 1s not such ns to excced the natursl forest incre-
ment if that increcient is maintaln. X and incressed by proper sil-
viculture, But if propcr cutting mcthods -re¢ not andopted it is un-
likely, aowever livcly the dcasnd, thot the Maritimes will get any
share of thc posfwor expansion, IT must bc remedbered that if the
lobour is to be 2btsined higher wages will have $o bec »aid., It is
quite =ppcrcent thot the lumber industry cannot continue wvith star-
votion wages. I laobouwr costes orc to be higher, wood costs must be
low, ond to koep theom low, accessible strnds must mature regularly’
for the axes., I thc forests are trested to sustain the yielé 2and
if demand cxponds os anticipated the postwar employment possibilitics
of the lumber indu stry mcy be roughly cstinmated.

The lunber infustry in Now Brunswick ot one time cmploycd
between 3,000 to 4,000 workers, in Nova Scotia over 2,000, In 193%
these fégurcs stond at 2,015 in New Birunswick =mnd 1,285 in Novs
Scotiz, Populction in the lumber aoreas never adjusted itself to
this change, ané the war hos mevented the normal adjustmont fron
Ssking place. Apart £ro: the possivility of a pick-up in sawn
lunber fron poetwar housing =and thc poszible devclopment of dinmen—
8ioncl cutting for furniturc and intorior cquipment incus tries we
Can cxpeet exployment to 211 coffer the war from itg present level
of 2,052 in Ncw Brunswick ond 2,472 in Novn Seotia,®l to the 1938
or 1939 level.  This wauléd mean = reductisn in emoloyment of just
ungéer 1,000 men, I the housing booi requires 2,000 men additisn-
al%8 tr the 1938 erdloyment level, this will leave a swrplus of

g€_§§E Lucber INCUSLIY AnNnusl, Vorious yc-rs.
6? The Lumber Industry Annuzl, 1940,
8 8ce », 106.
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1,000 =cn t2 be drown fron returncd solilers ond nan in war intustry,
The introfucti~n of ncchonized zethols in the wopds, o development

in 1ts carly stages in Quebec and the Marltines, may, of course, |
reduce the volunec of cmployment reoquirel to maintain the volume of
cut. But on the whole, considerlng, toc, the possibilitles of
nther lumber proccscing that have alrocody been noted, 1t would scem _
that the lumber industry night well be & "reception industry" in I
the Maritines after the war, that ie an inlustry whlch could absorb |
non fron the armel forces ond war Anfustry, Its possibilities as

a postwar rceeption inlustry depcni, however, on the payment of

woages rcturncd soldlcrs and warworkers night rcosonably expect to
receive end on a —olley of forest aanngement thot will n-intain

the procuc tivity of thc forest resource,

I, Thec Pulp, Proecr ond Newsprint Popcr Inlue tries.

This group of incdustrics, condrr-tively ~ newcomer omong

the woodusing :.1:'.:?8f:.cturca, has crown, for the 108t part within the
prcscnt century, to be the nost impwortont of 21l forest-consuning
industrics, -nl its growth ig_circctly rcl-tel T2 the cxpansion of
the popular newsDoper DICSS, Canrles, beerws ¢ of her great farest
resources ond ncr nuncrous Srivime atroasms boentie early onc sf the
worlé's nrinc s-urccs of wulpwool, cné tiic desire »f the Canzdian
provinces t~ bulll up processing inlus trics, ~ lesire thot tosk the
forn of Hutting ;}xp % “utics 2nl embargses ~n the exoort of undroe
cessel pulpwoodl, (e counled with the »otentiality of cheap hydrie
clectric power lef toc the cstablishment in Cancda of a »ulp, paper
ané newsprint papor industry, The C-nadd on inZustry has been po=-
cullarly dcpendent »n the ncwspaper. Wherceos in the Unitel St-tes,
the worll's bilggeet wo~2 sulp profucer, filveesixths of thc >utput

is chemical pulp, ant in Swelen ond Finlonl, Conzlals other nost
inpertant rivals, frur-fifths and two-thlirds, respectively, of the
tot2l tonncges ore_of chemicol sulp, the Canalisn suthut is threee
fifths nmochanicrl,(? This ncans th:t Conads, though ranking sceond
anong pulp pmTuccrs, ranks flrst anone pr2luwecers of mechanical pulp

%7 Sec A, Koraloff, "Pulpwonld Cutting®™ - Canclizn Pulp anl Paper

Associatisn, Mcntreal (1941).

10 ¢r, J.A. Guthric, o9, cit.

T Ancricen ncwsdrint consumntion widlchh smsunte t2 nearly half the

worlcé consumpti:n ani which i1s, in any case, noet siznificant from
Canadian polnt of view, increascd fronm 8 lbs, ser cnplta in 1840

%2 54 1bs, wer coplta in 1939 =nd absolute tatsls of apparent ¢on-

Bumﬁticn incressed. Jurlng the same nerlod fron 196,000 tons to

3,541,000 tons. Guthric, od. cit., 2. 234,

2 In 1900 Qucbee lo < thc way by rcfucing stundsgce retes for worod

srocessed in the province. Ontoris in 1902 pmhibited export of

ldwsnd ani New Brunswick ©ollowe? in 1S11.  In 1928 Movs Scotin nut

AN embargs ~n cyport of pulpwood. ‘

I} Warld Puls Stotistics, 1927-37. The U,S.Puln Praoducers! Assoce

a%izn, Now Y~rk, (1938).
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T~ ncwsgrint.74 Tnls dependence of the Canadian indu stry on
newshaper consumptlon, particulerly newspaper consumption ln the
United States, accounts for its rapld srowth during the first
quarter of tals century and accounts also, in part, for 1ts great
instability. By 1926 American population growth was going on =2t

s less rapid rate and, more important, popular education and news=
paper advertising techniques had reached by that time the peak of
their development and other advertislng media end other channels of
popular exvression secemed to suggest that the perlod of rapld ex-
pansion in newspaper lineage and circulatlion had come to an end,
The depression, of course, hit the ontimistically over=-capitalizedl>
paper industry very hard., In spite of the fact that by 1925 the
signg were clear that the rate orf expansion of demand was declin-

1ng? and golrng to decline still more, the industry betwcen thzat
7% World Pulp Produc tion 1937 (short tons)

Wood Pulp All Grades  Mechanical Pulp

(approximate)

World Production 26,121,000 '
U.S.A. 6,600,000 1,000,000
Canada 4,992,000 3,000,000
Sweden 3,767,000 150,000
Germany 2,755,000 700,000
Finland 2,380,000 800,000

Based on World Pulp Statistics, 1927-37.

75 J.A, Guthrie, op. cit., p. 03.

75 Following are annual rates of expansion in U,S, consumption cal-
culated on data from Newsprint Service Bureau, Bulletin No.265,
(N.Y.1%40) end New York contract mrices,f.o0.D. press room, from J,A,
Guthrie, op.cit., p. 247.

"Rate of Expansion of U.S.Consumption Price N.Y,
1914 " 7% 43,00
191 -2% 42..0
191 10% 42,00
1917 6% 68,78
1918 -37% 734549
1919 9% 80,40
1920 17% 114,70
1921 -9% 111,35
1922 22% 77,20
1923 13% 81,80
192 -7% 30,80
122 3% 76,30
1927 -3% 7180
1228 3% 57450
1929 5% 62.00
330 -5% 62,00
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gar and 1330 incressed i‘ﬁ daily capacity in Canada by 100%, from
E,lB? tons to 8,823 tons.7 It was duwring thls period, which saw
also considerable technologlcal progress, that the blg development
took place in the HMaritime provinces, = development completed only
in time to suffer the full effects of the depression, This was
an inausplcious start for the Maritime industry, vhich 1in 1ts
first decade experienced bankruptcy, rearganization, heavy unem-
ployment cnd 2ll the 11ls of an especlally hardhit industry in a
depression period, But the industry in other regions was exper-
jencing equal &ifficulties. The sgstem of mergers and price
leadership broke under the strain,®_price competition reduced
the price to os low as $40.00 =2 ton,79 in 1934, the industry, in
which o lot of promotioggl cepital had been introduced during the
period of amolgamation, had to go through the wringer before 1t
could hope toc meet costs, and in the process of reorganization and
in the subsequent inter-reglonal competition there 1s no prima
facle reason to suppose that the industry in the Marifime @wovinces
has been under any handicap. We propose to lnquire more carefully
into the comparctlive position of the Moritime section of the in-
dustry so as to be able to evaluate the wartime changes as they
may affect the future competitive position of this sectlon and its
abllity to employ labour at decent wages cnd to malntaln an
export surplus to pay 2 large share of the imports of the Mari-
times.

5. Costs of Pulpwood at thce Mill,

Professor Guthrie shows that what he calls the eastern
Canadian reglon, Quebec, that 1s, cnd the Maritime provinces, has
certoln cost advantages over the Great Lokes region, Ontario and

17 3,A, Guthrie, op. oit., p. 59.

7€ J.A. Guthrie, op. cit., Ch. VIII,
J Ibig., p. 248,
80 IbId., p. 66 et scq.
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¥onltobo, and over American campctitors.gl An analysls of costs
shows that totscl costs are mode up of the following elements:

Wood Costs (a. Cost of the standing timber

(be Cost of aatting

(ce Cost of hauling and driving
Mill Costs (4. Fixed capitcl cost

(e, Labour ond management cost

(f¢ Pucl and power cost

(gz. Other meterigl costs
Merchondis-(h, Advertizing and ssles promotion
ing Costs (i. Transport

8l 1t is very herd to get costs in Meritime woods operations and
mills. Profeesor Guthric's toble for tot2l costs, which we glve
below, is for Quebec, Ontario, thc Pacific Coast, Malne and New
York, ond the Lake States. Of thesc, of course, thc Lake States
and the Pacific Coast are not serlious competitors of the Haritime
industry. Professor Guthrie's table does not glve figurcs for the
Marltime vrovinces =nd thc research into pulpwood costs of the
Forest Rescarch bronch of the Pulp snd FPeoper Instl tute does not as
yet cover costs in the Moritimes. %e haove to rely on other than
cxact data for our estimatc of the cost of wood to the Maritime
mllls. We snall show rcoson to belleve that this cost is close to
that of Quebece, Hence the following toble glves probably a falr
presentetlon of the relative cost position of the Maritime mills,

Total Cost of Producing Newsprint in various
Rczions T192S)

Dollars necr fton

ant clement Ontario Quecbec Malne and New York
Tood IH.E@ s 25,20
Labour .50 .16 «50
Power E. 0 2.90 0% Le)
Fuel o 40 .00 .40
Moterials & expenses 12.?? 11,31 13,4

Total Dab .O .
Tranesportation to

morke t 7.60 1.24 6.05

Total 53.25 50431 57.20
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The cost of stanglnz timber 1s n~n cconomic rent, thot 1s
it is price-determined.®2 Canzdian forests are trected as
frecly-provided, naturally regenerciive gifts of nature. There
is no cost of trcc production, at lecst no finaneial cost of trce
production is incurred by woods operators. As a result ony reward
poid for the trec cs such, is in the nature of a pure rent and will
bec greater or less accordinz to whether the resource 1s suffic-
jently superior in growth, dcnsity, topogranay or situction, as
to provide any surplus over 2ll other costs. Such o price-
Gotermined surplus 1s the basis of Y"stumpoge". Thus high stumncge
is a charccteristic not of high costs but of low comparative costs,
i1t mcosures the difference between the ruling New York price ancé
the sum of other costs. Usuclly one finls the highest atumpsage
in forests, say in New York =nd Malne, which are still accesslible
to the Americon mille, the lowest stumpage in the less nccessible
forests of these states and o medium stumpege in Quebec and Mori-
time forests v:iiry arc more workoble than the graduslly depleting
Americon forests, but less well situcted with respoet to demand
than the best Americrn linmits. Unfortunntely stumpaoge records for
Canadian forests nre incomplete nd 4ifficult to obtain®l ond would
appear to vary not o.s between oprovincez but, as one would expect,
n8 between stonds, Some ccmpanice put higher stumpcge valuat ions
on some stands within their limits thon on o thers, The differen—
ticls appecring in stumpage valuctions for Now Brunswick forests
would indicate, whot in Secction 2 of this chapter we have alrecdy
intimated, nomely, that the cut in Maritine limits has been reduc-
ing the stanmlinz merchantable timber in the accessible aress of
the limits, Hencc stumpage on the remaining timber in these aress
is high, Stumpcge on the less accesslible stanis, costly to operate,
1s 2 problematic and doubtful value approaching the 1limit of zero.
Now we must point out here that if nothing is done to change pres—
ent cutting policics the conmpanies will be faced with cutting out
all their high stumpage wood, cither nt 2 loss -If they arbitrarily
reduce stumpage v-oluations - or =2t high cost if they include in
thelr cost full stummage values, or they will have to incur heavy
cutting onéd haulage costs to operate in low stumpage - less gccess—
ible - stands, here 1s notning in the argument from stumpoge val-
uvuations to encourage optimism or conplacency about the nresent
limits cnd cutting policiee of Maritime compdrnics.

Cutting costs proper depend on o zZreat variety of f.uctors,
topogravhy, density of stani, wood density or specific gravity,
lebour skills and expcrience, wage levels, mechanization and

82,77 K. Guthrie, op. cit., p. 136.

83, "Only very fragmentary inforn-tizn is aveilable to indleate
stumpage values". J.A. Guthric, op. cit., p. 146,
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clir.‘::'..tc.Sbr r. Koroleff ond his zssacclates in thelr study of cut-
ting techniques find wide varlastions in costs ond efficlency, 5

but thesc seem to show very little correlation with provinciagl
regions. The only factor whilch shows ¢ regional correlatiosn is
wages, which arc lower in Quebec and the Maritime provineces than
in other arcas, cnd thls accounts for the slight advantage in cut-
ting costs, on fthe average, wgich Professor Guthrie finds is en~
joycd by the castcorn region.® This is, however, purely an average
sdvantage. There aore many limlits in the Maritimce where, by reason
of bad density, sappy wood, or for other recrsons, cutting costs
are high. It is also said,®( that therc is, perhaps, on the aver—
agc, a2 tendency in the Maritimes, particularly in New Brunswick,
where the tradition of the axe is very strong, to fovour the reten-
tion gf the axe for operations morc efflclently conducted by the
saw,g and nlso a blag towards winter cutting becaws e of the dual
occupations of the neople. Thls bias is unfavourable to the
grectest efficlency which Mr, Korcleff shows is obtalned in summer
cutting.89 It is »ossible that thc work now belng done by the
Forest Rcsearch Branch of the Cannélon Pulp nnd Paper Assoclation
will lead to grcoter cfficiency in woods operations by Marit ime
operctors., It ig both dongerous and anti-soclal to rely on less
than avcrage wage rotes for competltlive advantage,

Hauling co sts also show considercble varlations, whilch like
cuttlng costs, denend on o group of factors 1little related to '
reglonal or nrovinclazl boundaries, though here agailn the wage aif-
ferentlal favours Quebec and the Marit imec provinces and accounts
for thelr slight, on the avercge, advontage, 0 and, of course,
the famous horscs that couldn't understand French appear to have
couscd some temporary embarrassment to somec Quebec opcrntors.91
The 4dota examined by Messrs. Koroloff, Wolker and Stevens suggest
the cost superiority of chain hot—ski&ding,92 but their data re-

8l A. Koroleff, Pulpwood Cutting - Efficilency of Techniquc. Canode
Pulp and Paper Association, Montrenl (19U1).

5 &, Koroleff, op. clt.

86 7.a. Guthric, op. cit., ». 142,

%7- By a research forest enginecr, in conversation,
&8. cr. A. Roroleff, ops clt., P« B.
8 or, A, Koroleff, ops €it., p.+ 8,
0 0f, J.A. Guthric, loc. cit.
9l Somc western horses introduced into Quebec forcsts werec uncble to
Wnderstant , and cons equently to obey, the words of command of Can-
alizn teamsters. Some confusion, which was reflected in houling
¢fficiency, resulted. Sec, A. Koroleff, J.F, Welker and D.R.Stevens,
Cgi?goaﬁ”Sk%aﬁing WiFE Horses, Pulg srn? Papxr Research Institute of
9§-§??, muiuBCDl (1943) pp. 115-11". .

oroleff, Walker and Stcvens, op. clt., Table 12,




114

present o small gample and arc hardly adequatc to sustaln defini-
tive conclusioneg; =nf, in any casc, they have no evidence to sug-
gest technical 4l fferences in skidding ond hauling zs betwecn
srovinces.

We conclude, therefore, that the Maritimes and Quebec, which
chjoy no grect advontages either notural or in efficlency of tech-
nique in bringing the wod to the mill have 2 small cost zlvantage
over thelr competitors in ecstern North America which is based
lorgely on lower wage scales, Provincinl minimum wage legislation,
for woods operctions, now effective in Quebec, New Brunswick and
Nova Scotia as well ps in Ontaric has recduced, but slightly, this
diffcrential. On the wholec, the tendency of this legilslaticn has
been to restrain wages of the more skilled men while protecting
the lcss skilled., If the present wartirme trend towards Dominicn
regulation of labour conditions and woges23 is continued after
the war either by arrongement with the >rovinces or by constitu-
tional amenément, 1t nay bc thzat the acdvantage of the lower wage~
scale - 1t 1s zn "alvantoge® only from the operstor's point of
view, as we sec 1t it must be reckoned a sceial disadvantazge -
may gradunlly disappear. In that event the Maritimes would be
left with only such slight advantages as arc glven by their topo-
grephy and the nontural regenerative potency of their forests,
advantages which nmay be dissipated by unwise cutting policies.9u

6. The Manufacture of Pulp and Paper.

Professor Guthrie has snown thot the advantages enjoyed by
the mills of Quebec oni the Maritime xrcvinces over theilr Americen
and Grect Lakcs compctitors in the supdly of wool sre maintained

93 is under the wage cciling order in council,

It moy perhops be felt thaot the Maritime companles enjov an
advantage from the proportion of pulopwood they receive fronm small
woollot operators. We have nurposely sald 1little of this becawse
1n our opinisn it is a dnubgful advantage. In the firet place
our figures, sec Section 2. of this chapter, indicate that the
large holdings cover more than 50% of the. forested land of the
Mari tinmes. The figures for Quebec are not much higher. Again
Professor Guthric shows, p. 133, the price of purchased wood fron

crmers varics sonetlmes a2 blt above, sometimes a bit below the
gost of 1imit wood, On the whole it was, cven &urlng the period
€ exanincs, 1929-35, rather above thon below the cost of 1imit
:903- We have finzs 1ly shown reason to believe that, unless there
wi & reorganization of the woodlot systen, the farmers' woodlots
11 be 1l¢ss and less able to provide an important proportion of
€ Dulpwood rcauirements af the mills,
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anc au%mcntod in the manufacture of this raw material into news-
print.95 But his meterigl does not enable us to spesk with any
confidence of Moritime mills, which, of course, would form an in-
significant fractlion of his Quebec and Marit ime category. We have
consequently tricd to make certain comparisons betwecn the indus-
try in the Maritimes end Quebec, sz comparison bascd on the Census
of Industry returns, which though in no way comperable with the
cost figurcs usel by Professor Guthrie, nevertheless support cer-
tain conclusions as to the rclcotive efficiency of the industry in
Qucbee and the Moritimes,96

Ag in the case of the cther nanufzcturing industries that
we studied (see Chapter 3) we compared the rate of development of
the industry in the Maritinmes and Quebec, wec sttempted to discover
some indicsotion of the relation betwecn size of estcblishment and
efficiency, and z2ttempted to evaluate "efficliency" - admittelly
an arbitrary staniard - by the net wvaluc productivity and ability
to pay wegecs. If capltal costs be put to -ne side, as they must
be in such an indus try as this one, the efficicncy of the comdany
in the more usual busincss sensc will be indlcated by taking Tfrom
our figures the net value xroductivity of the wage dollar. We have
not attempted to reach absclute ccnclusions as to the net ziévantage
or disadvantzage enjoyed by Mzritime firms in interregional compe-
titicn, btut have concentrated on - os being historically nore
significant - thec trend over a periol of years, showing whether
or not the Maritime establisnments hove been holding thelr own,
gaining or losing, os comparcd with thelr Quebec competitars. It
should always be remembered that thelr nosition vis-a-vis Quebsze,
if favourable, fixes thelr position with rcspect to other compe-
titore in castern cnéd central North amerlics.

The growth of the industry is indicated by the increase in
the number of establishments, of employment znd of rated capacity.
It should be moted that of these intices the last is the most
important, The number of establishments may actually decline
because of the appearancc of new, more efficlent and much larger
establishments which cause a high mortolity among smaller and less
efficient plants. Emnloyment varies, os does actual physical out-
Put, with the buel ness cycle and also may decline because of the
Subgtituti~n of machinery for manpower so thet 1t is an unrclinble

95 J.5. Guthric, op. oit., p. 201,

9 A1l statisticsl anc other factual Jota in this scction come from
owr study of the Census of Industry returns and, for economy, will
ot be documented in passim, We are indebted to the Dominion

urezu of Statistics for permissicn toc make use of thi s materizl
and to publish the rcsults.
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guide to the longterm, non-cyclicel trenmdl, Capltal invested 1s
also a poor guide (see Chapter 3) because of dif ferent accounting
methods, the unrelizbility of the returns and the tendency to de-
precilate capltal worth in depression perlods and to appreciate 1t
in boom periods without regard to zctusl changes in real caplital
or slze of plant,

The followirng tables show the growth of the indusiry in
Quebec and the Maritime provinces from 1920-40,

PULP AND PAPER

New Entries snéd Mortzlity Raotes - Quebec and Maritimes Compared

QUEBEC
Net Hortality Net Entry Growth %
1820 - 45ﬁ -
1526 - 5 13
1930 1 - -2
1933 ¥ - -12%
1937 - 1 2
1938 - 1 2
19 - 2 .
Twenty- - i 2
year »neried
x U5 firms opercting in 1920
. MARTTIMES

1920 - 1o%# -
1926 - | 8
%330 - - o

3% 2 - 1
1937 = ) E
%935 5 b B

939 i e -
Twent y- 1 - -&

Year verlod
#x 12 firms opersting in 1920

e
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PULP AND PAPER

Size of Establishments

Median estoblishments in ton units of pulp capacity,
Quebec zné Maritimes 13920 - 4o,

000 omitted.

% Tentctive figures

Quebec Maritimes
1920 19. 10
1926 16.3 11.5
1930 37.5 29.2
1933 TeD 31,2
1937 52.5 375
ing gg-g 37.5
19 50% 32

Rates of growth 1920 - 1939 ¢....... Quebec 320,5%
" " " 1520 = 1939 s4.0... Maritimes 375,.5%

PULP AND PAPER

Averace Employment by Years 1920-40

QUEBEC MARITIMES

No. of emnloyees Total No.,of employeces Total

per establishment Employment ver establishment Emsloy~
ment
1920 L 15,971 250 2,460
1926 %23 12,012 108 1,90k
1930 343 16,42 2u5 3,188
1933 273 11,470 23 2,602
1937 392 16,4 30 3,366
1938 352 15,493 284 3,122
1939 751 15, 44D 289 3,175
19 378 17,387 329 3,614

Thus the number of establishments operzting in the Meritines
actually declined slizhtly over the twenty-yecr perlod, the growth
in the size of estrblishments was enormous, and definitely reduced
the differential in size as between the typlcal Quebec and typical
Moritime estoblishment over the twenty-year perdod. In 1920 the
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typicol Quebec establishment was 100% lorger than the Syplcal Mori-
time establishment; in 1940 1t was only 33 1/3% larger. Averzze
cmployment, per establishment, a lese relicble gulde wnich reflects
cyclical change, ncvertheless revezls the same trend, with the
average Maritime estcblishment = much smaller cmployer in 1520,

but by 1940, approaching its aversge Quebec competitor in size,
Total cmployment reflects a much lorser proportlionate galn for the
Moritime industry than for the Quebece industry. There is ho escaping
the conclusion of these figures that the industry in the Meritines
hcs had a2 most he~lthy comparative rate of growth, But we siould

be careful of conclulinz too much from this., The industry, as we
have noted, was cstablished on a large scale rather late in the
Maritimes, in the secrch for new forests -nd new mlll sites during
the period of ecxpansion in the 1920s. It might bec that thesc new
locatlons, the 1last to be oporcted, were morgingl, the least effi-
cient, and hence would be the first to suffer in azny rationalizntion
or contraction of the industry. Wec nust, tahcrcfore, ask if therc
are cny indicntions of the comparaztive technieal effilcliency of

the industry.

Though "a 250-ton mill is gencrplly considered to be the
smallest that can oporate cfflcicntly“97 in the newsprint industry,
our cvidence suggests that smaller nmills can achieve optioun effi-
cicney in pulpacking ond other lincs of paoper making, The prima
facie cvidence suggests, of coursc, thot up to o certain 1limig,
efficicency will inceressc wlith slzc of establishment, that beyond
this point the rising costs of mancgeoment will offsct the cconomnics
of further incresscs 1n scale of cstoblishment, But these theoretic.
expectations nmust be tested azainst the facts., Taking ns our test
of efficlency the nct valuc productivity of labour we werc able to
correlatc cofficicney agoinst_gize of cstcblishment (measured in
tonnage capacity pcr :nnum),9° with thec results shown by thce follow-
ing regression equations:

Quebec Marit incs
1930 »r cqﬁals .ol r equnls .87
g 84x plus 23y y * 2.31x plus 107
9 B ou oqh ' v &

1 y " «97x plus 332 y " 1,6bx nlus 231
These results indicate o definite pnosltive relation betwecn effi-
¢lency and size of cstablishment.

R With so small a number of insftnonces, nowever, wc were scepti-
%l of the conclusive volue of these equations cnd consequently

SSJ;A' Guthric, op. cit., p. 9k.

g;l%gocapacitics may be found by dividing the annual figure
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~lotted the instzances on seatter disgraas, These showed nost
intercsting choracteris tics. The scotter dingrons showed three
concentrations of size, one of small est-blisaments cngrzged in the
manufacture of groundwood »Hulp =nd of bonl naper mills, onc of
pulp and paper nlants grouped 2bout the wmedian, ond onc of large
newsprint and pulp plante, A1l threec modes shifted to the rigat
over the twenty year period, showing thc tendency ko largescale
orgsanization was estcblishec for =11 threec typcs, e were zlso
eblec to observe froi thesce scatter ciazrons the polnt beyond whaich
jncreases 1n size Gid not bringz incre-zscs in cfficiency. In 1940
this polnt was about 200,000 tons, or 565 tons Qally capacity,
This suggests that though 250 tons mzy e the minioum size for
technical efficiency, increzscs in scale beyond this mini>un bring
further economies of scale. The cquations indicate for Qucbee,
also, an increcse, not only in sczle, but -n inercasing differene
tiol adven tzge enjoyed by the largescrle over the smallscrle cse
tablishment over the two ye~r neriod, Tac ioritime figures do not
ghow this trend, but they 2o show even 2ore markellr tarn the
Quebec figures the relation between scale of cnlerxrise anC effie
cicncy, ond, taken from 1920, they saow the treni in the ¥aritines
to enterprises of sufficient sccle to ¢njor the cconomies =nd
efficicnclies of lorgescale est-blighnents. Scatter Siagrems for
the Haritime industry indicate thet the net orofuctivity of the
gmaller pulp mills, vhile low, wzs necrer to thet of siniler nills
in Qucbec in 1940 than in 1930, =né they srowed the larger Harit ime
mills equal in net »roductivity to the better, if not the best,
Quebee mills., Thus in 1940 there were four Morltizme mills of more
than 100,000 tons capecity with nct labour procductivities, well
correlated with size, of $5,250, 35,400, 37,000 and $6,800. 1In
the same wear mills in Quebec of the sniic range of slze hed the
following net lobour nroductivities:

99 In order to make comparisons betwoen Hulp nills, »ulp and paper
mills ané newsprint mills, o211 czorciticas were reducel to the
slngle unit of »uln tonnsge, by multinlying »Hapcer capnelty by the
conversion factor of pulp utilizel Cividod Dby naper produced. This
conversisn factor 1s unjustifiel for ceanaring chemleal and groun’-
wood Hlants, but becawe of the unifors relstl on between pulp
utilization and paper mroducti-n within ~ny single nlant or type

of nlant 1t would ~ppear satisfoctzory s ¢ ncasure of changes of
8lze of the seme establisaments over a peri ol of yowrs.
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Tanc Maritime mills are well uz te the sten ard ef the Quebec mills.

The correlation of men emvleyed with size of establishment,
a useful methodolosicsl test for the reliabiiity of our unlt of size,
also threw un some sizaificant _nformatlon, The resression equae
tions were as follows:

1926 r equsls .9 y equals 3.5x plus 108
938 = U of ¥ B 1.5x plus lgg
1939 r W .54 ¥ " 1.8x plus 1

These equations, besltes serving Ue estzulish our wnit eof size,
show the change in the rztio of resl canlisl to mannower. The slize
of the censtant in the "y equation' is the gulde, Uyl reoresents
the number of men emdloyed and -s the number of men emdloyeld ine
creases with the tonnaze capseclty, it increesses in some relation
to "x", (tonnaze capecity) plus some constent known from our calcus-
lations of the dGeviations., Thus in 1925 the number of men ex>loyed
in sn establishment of 10,000 tons would be 35 slus 108, bub in an
esteblishment of 100,00C tons it wouX be 350 plus 108, waich means
that in 2 larger estedlishment there will be a smaller rotic of men
to a unit of wuhyesicel plsrt thzn in 2 smcller »lant, snd the differ
ence in the ratlos will be zrester, the larger the value of tha
constant, Thus the increase in the size of the canstant in the
equati ons from 1926 - 1S40 is =n infication both of the growing
substitution of machine for manpower anl of the increasing technical
adventages of the larger nroduction units,

The wsz2o trend, 2 partial imdicction of the healthiness of an
incustry, 1s shown in the following tsblc:
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PULP AND PAPER

Avercge Wages by Years 1920 - 1S40

QUEBEC MARITIMES

Year Average annusl esraings Avercze ainual aarninzs
N ) 2,
1920 1,31 1,1%2
1926 1,293 1,018
1930 1,322 1,244
1933 1,02 995
1937 1,370 1,258
1932 1,321 1,197
1939 lagg? 1,245

19 1,564 1,392

Now we know that there is & generaol wage Cifferential for manu-
facturing industries as between Quebec and the Maritimes sc thot

we might expect Merltime paper mill wogzes to be somewhat lower

than those of Quebec (see Chapter 3). Were they merkedly lower

than Quebec they might inCicate a comperrtively dedressed industry,
but since they do not run below Quebec wzges by =ore fthan the aver-
age drovinclal &1 fferentlzl there i1s no indicztion from commarciive
wage levels of any inferiority in the hkaritime industry. Incedd,
from the point of view of the ccmpanies, the lower wage level in

ne Maritimes 1s zn zdvent-ge. It is -onarent from our tnbles taat
the net value oroductivity of thc wage dollar in the Maritinme indus-
try ie édistinctly higher thon the average for the Quebec industry.
This 18, however, 2s we have szid, no re~l advontege. It 1s the

. €gsire of the pecple of the ¥critines to roise their living stortards
to the level of the other provinccs, rnot to attroct (oubtful in-
ctustries by lowpcld labour, Tac fact thot over the mriof between
the two fzirly "normel" years 1926 — 1939, Haritime paper aill wozes
incressed by 409 while Quebec woges in this industry incre-sed by
less than 25% is 2 sign thot with ovroper orgonizstion of the wor-
kers, the Maritime industry has develoned so thet, to enj)oy coa-
fetitlve equality, it does.not need to tuke advantnge of "cheon
abourt,

Although nower costs hive been reiardel. ss decleive in de-
termining the locntion of puld =2né veper mills the real &lscdvantzce
0f Maritime mllls here does not scem to heve been of creat imdor-
tance, Power coste in Maritime mills averazed considersbly higher
than in Quebec, in some cases running doublec the cver-ze Quebec
Cos%, and most Maritire mills have o mnintzin stear gtancby pl-onts
degcruse Meritime strezms have £ scanty flow in some seasons, HNever-
thelcss the higher power costs ¢s not secen to hove scriously :
Caoped the Moritime industry,

5
<]
£
}

The conclusions vhich we rezch from this studr of the sto—

-
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+isticsl returns ore borne out by the attitude of men in the
industry.100  Therc would scea to be no foellng that the Mori-
tine »rocessing Lniustry w-s inferior in techniques or in 1Ts

cost position tec its Quebec conpetitors, e mry consequcntly con-
cludc, with somc cesurznee, thot so for zs production is concerned,
both in the costs of supplying wood and in the monufacturing nro-
ccsg, the Maritinme industry has deveclonel o the point at lecst

of cquality with any of its regicnal conpetitors.

Section 7, Markcts.

The most important Canadizn woolnulpd profuct is newsprint,
which takes over half the Canadian sulp output, and the cost io-
pertant newsprint narket is the ecstern serboard of the United
Statcs. Professor Guthrie in his =3sir:blc consumption meplO2
gshows 208t grapniczlly the great concentrntion of newsnrint con-
sunption in the Boaston-New York crec, =2 arex to vhich the Mari-
tize producers nve easy access, Althsuzh Cntoric, Wew York
agnC Malne nmills have shorter -nd checper reail haouls to this nar-
ket th-on the Quebecc=ilaritime mills,103 the Maritime mille 2mve
an advantoge here over taslr Quebec conoctitors in that they can
ship by water, sonec o then the ye-r arauni. It 1s probable, tco,
thot ith 1little cGifficulty the Baie Casleur could be kept open
in the winter, thus 2ciing to the advontages of the Bathurst,
Dzlnousie and Atholvillce =ills. A larzer percentazce of the output
than 1s usual in Concdia 1s shiooed to oversezs mrike ts, access
to whlch is casier for Maritime procucers than for any other
North Americon sroduccers,

But access to a market, particularly a product wnich is at
lecast particlly &ifferentiated, reaquirces nore than good traonsgport
facilitice, Morket "econnections® ore ucst inmportant., On the
whole Canalian narket connections are such that the Canadian pro-
duct is regularly (in decacetime) marketed in the Unitcld States
at o considerable price mergin over the Scanilnavian product. This
ny be partly accounted for by the finoneisl intercst »f Americean
newsprint consumers in the Canndicon industry, Wt it is partly
becnuse »f the differentiation =f product. All newsprint docs not
look or feel the same, All 1s not equally strong for the prosscs,

100 prom records of conversatisns with loscins nenbers of the
industry.

101 Neod we remind our readers of the qu-lificaticn to this optin-
istic conclusi an, thot this supericritr of Quebec and the Haritimes
reste on o methol of cutting which Jdoes not promlse, 1f continued,
to affors the scme suveriority for the fubture thet it has given in
the past.

102 J,A. Guthrie, 2p. cit., 2. 85.

103 7,4, Guthrie, op. clt., 5. 203-L.
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A nowsdaer zcte to have a2 certain copearonce and texture; 1ts
machlnes are geare’ to o certain tensile strencth of newsprint.

It can chance tne quallty anl type of pever it uses, but it 1ls
reluctant to 7c so, Thus, to have certain establishrd mcrket conw
nections, is o most importapt alventeze in the mayket, Of the
larger Maritime mills onelO+ has cefinite, longstanding connectio
with powerful New Englend press interests, cne 1ls a member of the
International Paper group and has, of course, all the facllities of
thelr merketins orgenization anl coanections, A third mill, also
engaged in newsprint proCuction =e well cs in the d>roductlion of
gsulohite anc sulvhate oroducts, has oversecs connections. Although

ns

lees definite in i¥s marketinz arraznzements as 1T 1s less sheclallzed

in ite procucts, 1t is bLelleved in conzecquence to enjoy more resis-
tance in times of depression. The other lorge mills of the Mari-
times are connectiel by ownersnip with an American mill and their
prod¢uct is marketeld in the United Stafes where for catalogue paner
ané the like, slso a differentiated oroduct, they have definite and
established connecticons.

These conncetions arc not proof oinlnst being shaken by de-
nression or disturbed if large nrice éifferentials asoear in fovour
of an alternative oroduct, or if the hizher cost of Haritlae woold
=6 the accesslble stands are destroyed rolses lYaoritime costs, wt,
other things remaining more or less undisturbed, they scem to ensurc
the HMaritime industry fair meorket cccess, Thus, other tainzs belnz

uncisturbed, the laritime incdustry, =t the stort of the war held -

strong nDosition in the intereregioncl competition of the nuln andé
naper industry.

Scction 8, Effects of the War, Evcluztion andé Conclusion,

3ut the wzr disturbel things. How 1t hes done so, and whot
the scrmonent effects may be it 1s now cuwr business to assess.
The effects of the war as apuarent to dote can be steted in a »ara-
grzph aond the digproportionate cuount of space we have spent on z2n
analysls of the industrial structurc is only Justified by the fact
thet 1t is only agalnset this that the wartime effects can be
evelueted.

The war nas led to an increased Cemnnd for newsprint and for
other pul» products, notsbly kraft boxes wnl wreoooings, and thils
Cenand. hos cone in part from other th-n the usual eccetime morkets;
It has le@ to an Lncreassed cut, freovently to the cuttinz of ®nezrer
Pulpwood 2ress thot were being kent to 'sweeten' noorer -nd Cistant

1o
oncs";105 it hos led@ to an incresse in out put from a Maritine average

}?4 Tale onC the following informaction rests on records of converss-
»~2ns with mexbers of the industry.

95 R,H, Conte in "Reconstruction in CScnadal
TOI‘:nta, 1943, pe To
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of cbout 703 of capmcity in 1938-9 to 1003 capneity in 191,106
This lnerc-se was not nowever —aint-ined,197 There hove been
snortzages of cerfzin fypes of 1l-bour, of certain meterials, -néd of
sulpwood; ~n. mchine maintenance hns becsae incrensingly ciffie
cult.l08 There nave been some tecnnological developments in the
utilization of waste liquors, in wool cheaistry (cellulose caemlstry),
~ni. the introduction of coal-burning boilgrs,t There haos been
gome expansion in enployment, though mlorc in regularity of work than
in men employed in the mills, ond an laprovenent in wages._ _Other
effects have becn simplification of stondards and Gesizns, 110

hich have broken down nroduct 3if ferentintion and heve furthoer
gshaken market conncctions, and cxperimcntation with other wool uses,
about which we sh~ll later have more to say. Wo niligat here note
that the experimen tztion znd the wartime stinulus to reconsiier

past policies and to look shecd to future problems has lel the
forestry profeseion to 2 most healthy stocktaking, to criticisn of
past methols of vooi management, 1o o consiferction of the Hlace of
the forest in owr future incdustricl -nd socizl life and to - good
¢eal of positive thinklnz on the subject of future forest policy.lll
Therc hos boen nc ecpltel expension - indeeé no clequeate conitel
nmeintenance - in the Haritines.

=
)
1

105 From recoris of converseticns with members of the industry,

Se¢ also, G.C. Archibald, Pulp and Paper During 1941 - The Pulp

cnl. Paper Mogazine of Canada, Veol. 43, Noa 1, Jonuary 1342,

107 From recor’s of conversation with - mcaober of the industry.

Sec also R.E, Coats, o2. c¢it., . 7.

108 @.6. Arciibali, op. clt,

109 ¢.c. Areciibeold, op, clt,, and Puld =oni Prpcr Kazazine, Tochnical
Dovelopment of the Incus¥Ty, Vol. 42, N2, &, July 1942,

110 ¢.G. Archibnld, loc. cit.

111 There 1s much evidence of this, A typical exaple, which scens
to reflect the views of many of the wore conservative foresters
is the Report of the sub-Committec of the Boerld of Directors of the
Canadizn Forestry Assocls tion czlled "4 Postwar Plan for Cgnedicn
Forestry". Pulp and Paper Magazine of Canada, Vol.U3, No.6, May
1942, This committec rccommends regional Hlanning, ox»onsion of
wood, (erivatives anl cellulose manufocturcs, pleonning of foreste
for soil conservation, natursl attrcetions, waterazower, etce, '
More rallcal foresters think the cirucisl probles is »roper man-
agement of the znnusl cuts Bee, for oxozple, S.C, Heiberg, "Cutting
Basel on Economic Increrent", Puln ~ni Paxr H¥agnzine, Val, 43,
No. 10, Oct. 1942,
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Now traditiznclly, as we have scen, newsprint is the maln-
stay of the Maritime industry. Of thce twelve Marltime mills,
thrce hanufacture newsprint, and seven, smaller mllls, manufacture
grouniwnold Dulp for newsprint. Only one mill monufactures kraft
products and snly three mills manufzcture sulphite pulp a 2/ or
its pooer products, Thus the technlcal changes in the industry
that affcet the sulphite orocess and cellulose moducts are of
corparatively small nermanent significonce, drectly, to the
¥oritimes. They might, however, be inportant indirectly, in the
acnner of thelr effect on regional corpetitors; they might lower
nroduction costs, attroct more enterprisc to sulphite, thus
strengthening the H¥aritiae news»rint orofucers while adversely
affeeting the ¥arlitine sulvhite srofucers. They mizht Co this, but
taey »robably will not, Let us consiler fthe evidence so ~s %o
2ispose of this much Talked of noint befsre turning to the vitzl
considerations of postwar markets for ncwsmrint ané supnlices of
pulpwooni, the really crucizl things for the Hardt inmes,

It i1s, onc must realisc, next tc lapossible to lecrn about
the rescarch nrogronme ani results of weo? chenlstry rescarch
durdinc war, so muca of 1t 1s of military izportonces This much
nay be inferref - ond it is confirrmed by authoritative mrofessional
Jersons - that the research is for wartioe usces and thet 1ittle of
it oroduces irectly anything of peccetize use 2r valuc.,. Bufb sone
of thc »rocesscs ¢ilscovered nay be olontadle to sencetine uses,

Of this there 1s no> doubt, We may confilcntly expect 2 grectér usc
of was& pulp alfter the war for raycn zni ather cellulose pxafucts;
but this will probably not affeet 5% of our 2ulpwodd cut.Iie Less
confidcently we may expect the usc of sulpaite liquors for plas-—
tics and the Cirect use of wool, by chemlecal Drocesscs, for Dlastle
meterials, It 1ls not Xnown as yet how cconcnicel elthor nf these
procesgses will e, The first iz being experinmonted with in
Wisconsin, the sceond in Germnony. Even if ceonomicsl the first
arccess would affect only = small nercentage of the Czanadisn infus-—
try, the second process would necn new »lants, whalch the Hearitlmes
could hope to get only if therc 1s oromlse 2T an clequate wool
supply, o »mblen we have ceen requlring attention now for the
exlsting »uls onl zaner industry.

But what zbout fuels and rubber, ian & word, the nrofuctisn
from sulshite liquar of methyl cleshel zni 1ts Cerivatives? That
this will be attennted in Cancdr, =s it hze been in Sweden, is now
Certzin, and the ocuthior of the attenpt hns {cfenled hls Julgment
}n an abl{ arguel. but controversial crticle in tae Puls and Pader
Magazine, 113 In the sulohite Drocess o great zmount of the tree

onlall e

L

1 = = >
l?* Z28tinnte of 5% node by an suthoritative >rofcssinal forester
0. chemist.

1 -
U3 i, Rosten, Pulp =nd Paxr Magazine, Vol. U2, (1941).
2 ] )
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=6 well ze the lliguor used in treatient 1s Jourcd out o8 woste oni
unlil.e the sulphate Drocess, therc hoe been, in Canade, no Zrocess
vclodel for recovery of t"n, valusblec ¢lcnents this wastc lious
?nt"‘ns. Its caenlceal constitucnts orc well en-ush known, but
nethods of rccovery are not regarded e economlc, The wastc llqusr,
howeyar, is cor rnaiv\, ani, beecaws e cf 1ts evil effects on veget:tin
gn. to ;:z-cve*xt thz »ollutiosn of strecns, the SweGlish gever nagt
hes Torbicien itz Jis: nog2l by fwyudng oy Dy sewage. C’msequc nvly
Swe ish sulphite mills have hol to - Jevelon netholis of treating it,

ooy

The liqusr contains by v-olume chout 2,5% sugar on’ théere
two techniques, the "fixed yeast" anl the "beTton yeast!, fq‘* re
covery anl fermentction of the suger. There is, of coursc, no
Zoubt about the Toaslbility of the »racess, the Coubts are cbout
ita geconomic nrccticabllity, The sclling price of Acuhol in
Crnnda today, ¥r. Rosten ooints out, is [5¢ the gallon, Thore is
great lemonl for alenhol today since ..hc new cetelytlec nrocese of
tronsforming it into 1ts derdvetives en’ thelr combimtions,
ncetong, acetic acil, ethyl acetote, fusel olls, etce Nost ine
portont is the fenand for :J.cshal for s:rnthctic rubber, Ir, Rosten
argues that for fuel alone, for introfucing o 107 infusinsn of
alcohol ints zesoline, 90,000,000 cal“_:me oT zleonsl woull. be ree
guired, = guantlty wilch at prescnt Xncwn rntes of recovery uld
roguire scver:s tines the wresent annusl output, 1,400,000 tons,

of sulshite pulz in Cancfa, In clfition thecre are tqe grent Hos-
sibllities of synthetlc rubber Sorand and T Semondc f:r the other
aleshosl Serivcotives, Even If it costs -=rc to mske aleshel fron
sulbnitc liquor then frcm molasscs the Jemant. is such thet ruling
arices will cover, Mr, Rosten =rgucs, the costs of utilizing
sulphite liquars., o foubt the molnss ancess would ylell hi:;mr
rents, Mr, Rasten estimntes the nrob: oL cost of aleohdl fro:x
sulchite 1iquor « in Cansda - =t 20¢ the &- :1lon, wita the Jossibil—
1ty that thils night be reduced by selling 5=10% of the ycast Hro-
L..U.CQ'....

Vow it is probaoble that Hr, Rosten uncercstinastes Camcélan
sts, 11 Even if the new Clﬁn Gian industry wes as officlenv as
thc most effieicnt Sure,.i gn plent, orate in Conz?2e would run to 28¢
o gallon, znd it ia oraobeble t‘lby vaul” be nesrer 40¢. Thle crnw
peres with o Deacetime avernge cf:st 'ui gleohol froo molasces of
23,08, o selling nrlce of nround 28¢. In wertinme the incressed
5f not "“'11 rr..ob;,r, of nmolagses, of ships, have

ot

Zennn’, the Z:artace

L% p .S, ’r.ms-sn, in the Peper Trafe J-urnal, issue of Dec, l';', 1gk2,
shows t.1 t the cheajest csst in Sweden is 13¢ the zalls n, the Tty
lezl, 22,7¢ the -2llon., Cenverted to Anericon cost can’itionz the

Swocish costs wark Wb to & range of 27.7¢ to 37, 1¢ Zven the low-
est figure is 7.7¢ alzher thsn Fr., Rostenls estimcta,

%
115 F.8. Haaszn, loc, cdt, These ars American =rl ces,
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all combined to ercate a -ost ortificial price. In 1942, in the
Unitel States, thec price nas risen to 508 o :ﬂ%l’n 19 and was stilt
rising. In Cenc a2 it has run os 2igh s 75¢ It 1e cleor,
taerefore, that, even if Mr., Rostenle costs are --;t:...‘istlc-tllv cs-
ti-.....-c_, that his whole case rests on ~ur estic-fizn of future Ce—~
pondl, If natursl rubber rceturns, after tac war, if the femant for
wlcshol and alcohol Gerivatives goes brek te its xrewnr leovel,

there is littlc likelihooal of the recovery of aleohol from gulihite
licucr being econonicelly xracticable, I, hawever, peacetime
Conand renmalns hish the svlphltc Hrocess nay be Hossibles There

will be atrong sressure, for som time to ccome, to retaln a synthctlic)

rubber industrr. This oressure will eoane Hortly from those who soc
strotegic advontoge in maint-inins sc.ic rubber *)r::_ucti";n indepen-
dont of forelgn sowces f suHnly, -nd portly fron tirse wha nave
heavy invostmente in synthetic ribber.  On the weole, thugh, taere
gcoi8 to be an inclinatisn to believe tant the rubber eomyanics
will reoturn, in the aain, to natwsl rubbor,

For gesolline the me thal of intrelucing slechsl fronm sulphlie
liguor intas *x:trolvurﬂ produc te scems o Hub tiec cart befsre the
1arse. At prescent it 1s chesper fe nnke aleoh-l froa Hebtroleun
than from sulzhite liquors., Tae =sat ofcrn nethols of making high
setane gesoline mun chunter t- Mr, Isaten's zethsl, 118

Onc of the great restrictions on o large usc of glechel is

the restricti~rp introluced by gavcm:nnt. Du‘s;.ca th. Taxes, imnosed

to 1imit the consumntisn of zlcchol -s 2 beverzsze, h g* “ﬂisch the
oricc to the conzuner by s vurﬂl t;—a::n" xr cent. N: Coubt
there woull be o L;frut.t exoensi-n in the infustrisl ani therapeutic-l
use of alcohol could it be '\btﬂ- ne? Dy users ot even 50¢ - zclloh.
There soeas no ressan, exceX the Texr of 1llicit ressle Tor bev—
ernZe Hurposes, why thls tremendous Iiscrurazcment enould be wtb
upon the cheaical inustries ané ale-hol Hrsfucers. It sasuld not
b2 imposeible, or cvon very Jifficult, © rsvile reascnrble snfe-
guards agalnst 1lliecit rescle. Gronted such ernditisnsg we aight

gec a hizh Jcman® for alcon?l in the zost war recrs. If so, thcre
would «opexr to be sone reassnhn to belicve in tlhe futurc of alcohnl
recovery from sulphite llgueore IF not, this optimign may well be
misplaced,. The eccnomist oon hordly ju f£o finslly in such ¢ matter,
The welght of exoert ovinicn seems o be strongly o3~inst ¥y,

116 F,s, Bonson, loc. cit.

7 u, Rosten, op. cite

118 From minutee of = converscti-nvwlith on Zn’ustrizl rescsrch
Chemist.

1 3 = b =~ = -

19 EBven hos 1%als zond _n nugLrist uscre, ~fter reeccivins & rabote
of customs ‘mties, ay from UCO% to 800% over the nctwl “rotucti
cast,

e e S
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R-sten's thesis, oni the laymen con oo 1little but acceopt this
-ninion, reaabering o allow for the historic foet that inno-
votors hove slwoye foced similar unfovourcble Judgment freom thelr
contemaoraries,

Even if the exoperiment which is now to be tricd warks ~ut
favourably A% will have 1ittle direct effect and jrobably ns zreat
in’irect effects on the Maritine infustry, Two sulphite mills
woull benefit, micht even expani thelr sczle of cierations. A
shift to the sulinite Drocess, elsewherc in Cznzla ond the United
States, night inzrove the news»rint moxket, tut taat 1s =211 highly
aroblematic, aml the cbility of Meritioe mills to Drofit by it will
be linitel by thelr sunply 2f wccessible, merchantable timber,

Let us 28k then what the {irect effects of the war on the
nerke ts for onC surhlics of newsorint have been, for this, we
rcpeat, 1s frm the Maritime Holnt of view the cruci-zl question,

In the noin the war has tenlel to ghut us of £ fron Euronean
markets and to shut the Americon rorket »ff freoa: European sources
of suwply. Because, 1n any case, the Mzritinmes have chiefly soll
in the Unitel St-tes, md to 2 lesser cxtent in Britain, the only
European mrket still accessible for small shipments, linitel by
shortage of shloping, there nos been 1little A rect change f merkets.
Pernnpe the stanfarlization of lesligns and welghts may hiove broksa
Zown Drofuct Gifferentiastion, so thot firms'! average revenue curves
will be 2ore elastic, consumers, thot 1s, will be more lizble to
consiCer wrice onl; when they buy. If that is so, and it aay be,
we lnve t7 csX abrut zostwar competitors from other reglons, as we
nnve scen the lnrit imes have nothing immeldiately to fear rrom sther
estcblisnel North Anericcn sources 2f su-2ly. Only the Pacific
Coost con manufacture newsoprint checier, and it has its own merket.
Professor Guthric <oes not think hichly of chances of the South
conpeline successfully on the basis of 1fts stanls of soutaern
Sine. The mcin price competiticn will came then fror Eurcseon
sunpliers. Owr knowlelge of what has nooencd €5 the Eurrcoean
inZustry is scanty. We know that in Geriwn occupled Eurore, as in
Germany itself, there has been very heavy cubttinz, not only for
dulpwsod, but for the great variety of ersatz mroducts the Gernans
xve, of necessify, b=sel on wood, Eurcepezn forests, in srdalnary
tincs, are treateZ, not as a mine %o be cxnloited, mut as & crop, the
annuzl increment only moy bYe cut, There is reasgon ts belicve thnt
the Germons neve zreatly exceeded this increoment,i@l It is possible,

120 J.&, Guthris, 92, cit., Dp. 21-2.
121 s ar ¥

Kr. Coats szecks of "ruthless over-cutting' in sccusied Euroe.

R C= not know how sericus this

N, Coats, o3. cit., D« Te But we
428 been,
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put nnt eccrtain, that 2ll of cnecy occuzicd Eurene, for filve to

ten years, will have to suspend or grectly reduce logging in orler
to reestablisn the forests., In zony cose therc is reossn to bow
1ieve that, for scme consiferable time, these cruntrics will bde
rmuch heavicr buyers. thian before the wvar. It i1s unlikely that we
gnoll sell to thenm, excent, nperhaps, in small quantitics to Franee,
Belziun 2nd Hellrni,. What 1s imdortont is the cxtent to which they
will sishon of f the Scandincvian an? Bzl tic sunply. Though the
Germans have forcel some deliveries from Swelgn, it is expected
that after the wor there wlll be hoovy Brltic ond Scandinavian
sur:lluigg sut sn the market =% D>rices consiicr-bly below Consficn
cos ts, For o consifersble necriod it 1s oSrcboble that the
Scanlinavicn supaly will not oooeéar in e saericon norket, It ooy,
very esrly, begin to comdete in the Britieh mnrket, & gozd decl
w111 deenl sn the new channels sf werld exchange, If Bcandincvia
buys from centrzl Euroge an? Brit-din an? we do not, they will sell
thero. 1If they arc zmot 2ble te buy from the Uniteld 8tatces, they
aay -n2t sell tacre,

Our incustry believes thot cventually 18 w1l asve to foce
hoovy Scondinavion competition of low ;rices in the United Stotes
norket. Bubt thls =osslmlsnm scems unworreonted to us, It will
probably be some Yo ars before Eurniesn forests arc competing.
During this z»eriol Europe will tale the Scanlinavian su: oly, lcove
ing 1ittle surplus to compete in Americz, In that intervel we
shoull be strongly entrenchel zz-in in the Americzn merket, ~ore
strongly than ever, Indeed, it wull be a fair guess that for
somc yeors at lecst the Americon moarXet coull sbsorb an increcsged
Conndilan oubtpub,

But the —-rablen of increceins Conzdisn suoply, 2ore pare
ficuleorly the nroblem 2f inceressing Horltinme wiput anl of cuge

nenting darltime o luctive caopecity, is limited by the acegssible
gteni s, Unlces therc is o change in rur nethoals we have to losk
Ior a reductisn in cut, or & sreat incrense in the cost »f cuttinzg,
in the very near future, Even beforc the war, s wc saw, the xaob-
len of proper cu$ ratation anl of pcecasible stands was beconing
ursent, Wartime cutfing, as we have econ, has been of tac sort,
Jerheng of necesgity, that has rendercs tiils :roblem acute., It is
not the Hurnose of tais Revort to mate recaommendations of policy
but the imslieations here seem s» cvi“ent, so "open ani 'nal'ﬁ:.‘oleﬁ,

&

122 It 18 = fovourite hypothesis in the Canafiasn industry that
Sweligh pulp end newenrint con be lanlied at New Yerk $10,00 or so
“1¢ ton uncer the Cznidian price, beczuse of the high esst of Can-
221zn labour. Zconomists will lock with some sceaxticlsm on this
argunent, Americen lobour is the hizhest pzid in th: wrll, yet
american inZustry can uniersecll manufccturing conpetitors, in most
lnes, in most world mariets.
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ac the Prince tolé Felstaff, &= cannot be disregaried. For soil
conservation, for the malnlenance of streans and rivers, Tor the
nztursl attractlons of forest and g:me country zs well as for the
sucstenance of the xost imdortant and heiulthiest industry in New
Brunswick, ané the well-beinz of the »eople dependent directly or
indirectly on thz={ incdustry, & proder »olicy of forest manazement
je wgently required. That nolicy requlres to be a combination ef
srozrammes of zction, one for the wooldlotefarmer, one for forest
rozcs, one for nrolectisn sgzinst insect ané fire, one for securing
sroper cutting melheds znd others for such speclisl purposes as soil
conservation, zzme 3rotection and so Torth, We do not went an in-
dustry base& on & wasting asset, ex3lolting it, then moving away.
This temmorary, Teverlsh unstsble tyne of 1ndustrial structure has
been teo chaoracteristic of Canadian development, It is wosteful,
it locoves zhost communities, atarving andé deoressed, 1t treots men
ané. thelr communitles cs means, not ae ends. Economicnlly it 1is
wasteful, philosoochically it 1s evil, soclzally it mckcs for insta-
bility, destroys the roots, the security, the sense of e rmancncy
zné of community on wiich solid eclvlilized veolues mey be acinicved.
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Chapter 5
HEAVY INMDUSTRY - CQAL, IRON AND STEEL

gection 1. Introduction.

Of the industries in wailch the Maritinmes enjoy narticular
advantages, the iron industry, embracing basic cozl and iron ore
rining, heavy »1g iron and steel ingot »roluction, and steel fab-
ricction, is the most izportamt single industrial group in Nove
8cotia and ranks wita zgriaulture ant Toreetry cs ocne of the three
key incustries of the Haritime region. The Dominion 8teel and Cozl
Corporation in 1939 hzd $22,000,000 invested in the pri=mary iron cnd
steel industry, and $5C,000,000 in the ccal infustry., In the dircet
eryloy of thils company and its subsidiaries were cbhout 1%,000 WOr—
kers. In salarles and wages 1t »aild 2ut annually coout $20,000,000,
over 10% of the totczl income received in lovs Scotin Its gross
nroducts, excluglve of secondary stesl and shipbuilding werc volued
ot $U0,000,000, It hes been reckonel thet one quarter of the goin-
fully em>loyed in Bogn Scotle are directly or inlirectly dencndent
on this Corporation. $s wellbeing 1s cssentizl to the prosperity
of the pcodle of the yrovincc. The incCustry- its srofucts cssentirld
to wor « is naturally affected by war in on extreme degres, so much
82, infeed, that asny historlicesl anelysis of tae inlustry, eizilar te
the brief study we hove ncfe, for exannle, of fhe forest i nlustries,
woulid be, in the maln 3art, zn account of the fluctuations in war
ant. peace; 1ts :ore recent nistory woulll show how all 1€s later oHrob-
lems have grown from ite extrzordinary coniltiosons during the last
wer and the 1last »ost-war depression, ¥Yet we have attemsteld no
such study. Although there is = large literzture on various sepects
of the industry therc 18 no single stuly of cocl, iron and steel in
Nova Scotia as on integrated group, anl no recent study of any of

- Flgures based on Doninlon Burecou of Stetisties Annuals - Iron
an.. Bteel in Canalz, Coal Statistlcs for Canciz, and on information
Supplie’ by the Cordoration,

C. 6111is, Zsg., in House o7 Comnmons Debates, June ¥, 1940,
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the constituent infustrics of this grous, We owrselves hcove haot
ts bc sntisficel with o rother superficicl cccount of the infustry
fron the »olnt of vicw of its functionsl integrotion ond of the

rore apharent wartime cffects. Conscauantly this chopnter follows o
gonewact CAifferont develoonent from our sther chenters on sceparate
infustrial grouns, oncerned chicfly with wartime cffects we have
not incluled any thorsughe-goling analysis of the :xre=war Dosificn of
the industry, onl dove not been able, in consequence, to ~sscss with
«ny confifence the significance of the wartine dranges,

The industry, s we have e21, 1s on integrated one, This
neans more then the obviwus fact of integration of ownership, It
ig, of course, true that the group of interrelatel componies known
28 Dosco - the Dominlon Steel and Cool Comdoratisn - own the Wabana
ore ines, the Sylncy and Acadiz cosl fields, the basic steel plant
2t Sydney, the heavy steecl plants of the Novs Scotia Steel Cozneny ot
New Glasgow =ni. Trenton, the Holifox Shiosyards, steel wire -lonts,
a rallwey, o fleet of vessels anl street rallwoys and electrical
distribution commanies in Canc Breton, It means also that the manu-
focture of steel wire, the builling of bridges, shipns ani r-ilway
cars, draw thelr moin row acterisl fron the steel mills, and the
stcel m1lls in turn Craw thelr raw motericl fream the eocl and iron
orc 2ines, Thus on the suilnly sice the crst of making wire or fishe
platc =or rallway cars will be & Sirecct Puncti:n of the cost zf nining

3 That 1t woulé have been Zroder to our nurnosc t2 have attemnted
such o stuly we must immedintely adnit, The Jifflculty was that the
whole subject 1s sc commliecated, involving as 1t does such ambiguous
conzerics of relatisnships as the Tinancial organizatirn of the com-
panles, thelr market relati sne with thelr competitors, the history
anl. present relati ~ns of the unlons cnd nencozement and the internal
strugsles within thc unlions, the relati .ns »f both labour eni moncze-
ment with government and with the consuming ~ublic, and even {arker
ani zore controversicl oroblems, that n- brief study of it was 2os~-
8lble, We shnulc azve hzel 2 undertake o atudy, to avoll nartiality
anl shallowness, as lengthy ~nl z2s Cifficult as our study of war
effects on the totsl economy. Thus there was, for us, the fraillier
problem of alloecation of resources. We csuld »nly &o so much with
the tine and resources at sur Zisposcl. We were nsked to gtuly the
effects of the war on the total econony, No full study of the
hf“f’ inlustries was, in conscquence, ossible, A partial study
‘:ég:.ﬁ.ﬁfave b::een ‘supcrficifl and zisles’ling, Hence we hsve mode no
1;9 Uy - anc. make n2 ‘_cl:.*:r: - t‘a enalyze thils inlustrizl grous. We
ave Deen content to Ciscover the mors sbvious effects of the war,
:‘;zl';zey I:‘]m-.r %.‘rzi};mar"{i qun%i;rline‘ scme of thc:;:mblcm theaec ef?ccts
ex-:x-f: Dth- h: e -Jr:jf u-,r.‘?_‘ LEU.E: Enrznic - I'On-.*.GI_" more acute, and. to
mltuis ,_e one t;-g._t sone ather agency I:J’ill, verhans under this
n§u58.-2:1ti n, undertake a full an=lysis =¥ the probless of this
“usiry,
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Wabana ore ant. Sylney csal, On the Jemsnd siie it mieans thot the
srofitability of the ore fiells or the csal deposits will lepenl sn
the denand fir steel prodwe ts, onl on the clasticity =f the infustry
to shift, with shifts in Jemand, froo ane sart of steel feobricoation
to enother. We mropnse in this chaster U9 exanline the war effects
in the 1lizht of this known functiconzal integraticn of the infustry,
tn consider first the ¢ffects 2f the war ~n the suzsly of basic maw
terlials and on the costs of taclr fobricati-n through the various
gtoges of »rocductisn, then, reversins the »rier as 1s logicol, on the
semand Tor verisus fobricaotel Trofucts and cventuelly -n thc lerivel
Zenanl fer the basic hGaterizls.

Sectidn 2. Bunply.

A, Ore ani Cozl,

. It 1s fro: the Webana ore flelds onl the Nove Scotian caal dee
poslts that the particular advantages of Kove Scetla in this infus-
try now ldcrive, but the iron inlus try »f Nove Sczotla wos brseld or-
izinally on irop ore Jeposits of Pictru county -ni the conl of Pictou
an? Cumberlond, It was on the conjunction =f these osre beds and
coal seams that the Nova Scotia Stecl Com:any had its beginnings,
Unfortunct ely nos$ Nova Scotis ores are cxmensive to mine? and of
inferior quality,® ané the inlustry could ncever have develciel to
its prescnt slze ant importance but Tor the discovgry of the Wobana
genssits of henatite on Bell Island, Kewfsunllan3,!  The Wabens
Mine, owned and operated by the Dscinion Stcel Corporation, covers
an area of 240 acresgln its usper bed, with o thickness fron the
surface of six feet. This usper bel is rgmarkable in that it ean
be mined without execavoting, The surfacce caover =»f rock can be
strinoed Ly stean shnovel, the hornatitc lossenel by &rlll zn? t-ken
cut, Newfoundlanl labour accepts wages that run well bel-w the zen-
eral level of North Americen labour, and, in any case, for such worlk,
nothing like as high & proportion of high »5:14 skilled pen neell be
usel as for the usual mining overatisn., It is small wonfer thot in

T IE, Woolnan, The Iron Ores of Neva Scotis, 3.175-205, Taere ore
Nove. Scotla, zartiailsrly in annapolis county, but the

other ores in
Pictou ores - linonite and therastite - seer to hove been the only
ones of any real economlc lmnorfance in the levelopnent of the in-
Qustry,

WsJ.A. Doneld, Thc Canadian Iron mnl Stecl Inlustry, Bostzn (1915)
By 275

Except for the comparatively smnll outerninings in the Ccobequil
Bountaing the ores are high in phospgcr:us anl asilicntes, Cf,
%ofmon, 2p. oit., 2. 146-170, p. 216,
Donald, on. cit., p. 201,
Donalc, B3, b, D 29
From minutes of interview with - cowomny szetelluresist,

8
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the origin of the Daziniza Iron =nd 8tcel Cimnany in 1898 tib attneyr
jnterests exsoeted ©o brinz Webans cre 6o Sv-noy lﬂnhuh a6 91.9“
ser tcn e camored with .riccs ronging from 2. 50 i $3.25 2:r tm,
geponiing -n quelity, ot the furnnces ~t Pittzburg. 0 There is no
qucst*fn of oxhwuat;on 3f the Wobona fiellls in the foresceoble fut-
urc. Beclcow the upper level is o lower seam, stretchins sut unler
the scay oF uncaleulat g arca, so the shysicol reserves are z7equatc
to sustaln operations far eny criod in walch wo my be intercstel.
fhe lower level sean nay nover, however, be extensively workel for
it will be nuch =nore costly t2 mine, _'.articuL-rl*r in i%s subacring
reaches, an”. the ore 1s not =f sufficlently gool quality to Justify
hizh mining ecsts. It hias phosph-rous that, together with the sule
shurlc content of Syincy coa has f‘i{in the inc'.ustr:.r gome A ffl-
cult mctzllurgiecl - -roblens 't:" solve, Ansther basic mzoterdnl is
1incstcone for flux wiich 1s fyunl in £-97 quelity and :uf“ic*cnt
quantity in Novo Scotia anl con be salpel by weter, crounl tho
srovince, o by rall te Cajec Breton,

The thir 'bﬂsic incre”licent 1s cozls This is founl Znh various
sorts 2f co st‘.rn Nove Scotir, particularly in Ceojc Bret:zn (the
gy inoy flel? .), in Pictou sn’ Cunberlcont counties (the Acaoiino fiel”
ans the 312 '3-* Scotia conpanyls nian) an. in Inverness., OFf these
the SyZney fiel’ is the nost iaportant, Its ~utput igcﬁunts for
abzut ‘b*.-::\—thir‘.'.s th ¢ cnnual Novs Scotian =00 :’.ucti:-n; 1t is nost
intinoately connectel. with the stecl inlustry, and, from the point of
view of ¢o ntinuc-- apeérntiong it 1s =08t inpyortsnt for some of the
meinlans seams arc uiti?r close to exhcustion or n2 longer oriinorily
prsfit:ble tu operte, The rcserves ~f the Sy.nEy field may run
to 28 much s 3,500,000,000 t2 5,000,000,000 tons, but in =zs much

20 banalil, 03, GlEay ;. 201,
11 Fron minﬁ‘fcs‘T en intervicw with = nctallurglst of the crmoony.
. Donnll, oz, cit., e 29
12, Dozinisn Burcau of Strtistles Annu-l - Cozl Stotistics for Conola,
1939 (an? -wreovious yezre), The 2zily ratel cajpazcity of the Nave Seotia
mines 1s cs follows:

Jozzing - Soring Hi1l c.cevcee... 2800 tons

Pictou Crunty (nc-v.i-.) sz easans HIO0

Totel MolIRler svess o caes el i O "
sjn‘v‘f [ I R T I I I .o....-.-..eoooo "
T.L.¥cCall, Scme Mozl Minins cticcu of the Dominlon Steel an? Cozl

C_ru)*"ti n. Proceelings of the Annucl General MHectlnz, Ottawa, Harch
1935, Pb, in tronsc c‘*':ns of the Come“ion Instituwte ai‘ ¥inins and
Hetullurrv, Vol.39, 1936, . 451.

13 In mcocetime,that 1s. Sec Re-art of the :“f:l(un e T.D.I.AcE) in
the isoute between g Acatie Coal Cozxay nnl its emplorees, Lobow
Grzotto,Aug. 1940, 5,769-70. '

‘bx The sfr‘;'n.réls are I'"u‘:h".- clli )tic"% in s:r‘(né ;_:;m fr"f hah; to two-
1Lr-a ' 2N or ES =

BarEcfyof 39,5907 500 SRt pl-cp the Bed, 1o HOIPYa, T Higing pic
fac subterrancan “enosits -CLE§ 1n thinner velans an’ "D»Ju A-If hove
Neen lost by natur: 1 croelon GInY ,Zu ni Czoal uncer the Sca in

ova Scotia, annual Mcebing, m.é.u.S., ?
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ae the worklin:s scans stretch out beneath the sca, the tstal physical
reserves orc scarcely sisnificent. What we rcquire is rather zan
eatinate »f thc workable rescrves unier forcseccable econnmic condi-
tions. Dr., F. ¥, Groy and Dr. R. Hcath Grey estimeteld thot to

date about 200,000,000 tons of e¢22l have been tcken fr-m the Sylney
coalficlls with an averzoe recovery of ~bout 60% of the coal in the
secam, They beliecve that thls “erccntaze con be malntnined and that
1t surrantees sudcessful parke tobility, other things unchanzed, In
estinatinT thc probable rescerves which yet moy be jrofit~bly worked,
they have heé to allow for the distance of the cozlface from the
sithead, the cost =f ventilation ocnd the maximur scfc depth of the
straotacover for submarinc »>merati-ns, There 1s slsc the cost of
hauling from the face to the sithead, As they point cut, these
considerations are cconomie, rather than technical; the mcn con be
taken te the face, ventilation can be jrovided, the mines con be

nnde safe and kent safe, and powered haules~c can be provided, all

tc an indefinite depsth ond length. The limitings foctor is cnst,

If the cizht hour Cay is accepted as standard, every extension of

the tine of travel unlerground mezns o Cinlnution pof the tlme thot
can be worked at the cosl face. The Doctors Grayl® calculate thet
the 1inmit »f submarine extension ingoesed by the time of travel unler-
ground is six ond - hzlf miles off shorce Sinmllarly, the englnecring
aroblems involvel in sroviding ventilation and sroper Jesth to the
stratacover con be solveld, but cach cxtenslon of the gZallerles acis
to the cost of taking the czz2l. The Docters Groyll! put the ventila-
tfion 1inlt for the present at elght alles, a2 the 1init of strata-
cover at 4,000 fect, = desth 1limit which will be encountcred within
the travel 1lirnit of six anl a helf miles. Prinary haulage is apod
for only three milles, anl after that secondary haulzze 1s adequate
for psnother threc or four miles, Further haulzse faclilitics woulds.
inercasc the per ton cost of copl mined, aond nicsht be resgarded as
beins at »rescnt cecnomleally impossible. Thus, thouch the coal
8cans Tive rescrves of Dossibly four or five billion lonz tons, it

1s nnt rensoncble to think of _thesc reservee as beinz within econ-
omic r-nse, The Doctors Grayl® estinste the Jroboble reserve of the
SYﬁneg coal field within ce~nomic ranze at 1,600,000,000 tons, waich
at 6035 recovery voul D glve a net yleld of approximately 1,000,000,000
tons of cnal, If the coal were taken ~ut at the sresent mexinum

rate of 5,000,000 tons annually, thaot wouvll glve a arobable life of
Em hunired yecrs. Thus we sce that the continustion o £ mining
°Jerotiosns in the Sydney coolficlds is not ~t £ be limiteld in
vrslfﬂ the trepsactizne of the Mininz onl letallurgicsl Institute,
% EM__'(1941), 2. 289-300.

17 -0 %e and R, Heath Gray, op. cit.

1; Ibic,

."'-9-_.{'_"-
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any foreseeable perioc by shysical factors, such as shortage of
reserves or the enzineering aifficulties of submarine worklng.

But we should notice that these calculatlions rest on the assumption
that economlic conCitions will remain unchanged, An alteration in
the price of coal or in other costs of operation mizght seriously
affect either the life of the mine or the profltable rate of ex-
ploitation. Thus if the market price fell by even a small amount,
or Af other costs per ton rose, the cost of extending the gallerles
might be prohibitive, and since new seams could not be opened up,
the gradual exhausticn of the o0ld mines, wnich is of course a con-
tinuous process, would not be offset by the opening of new ones,
and thus coalmining operztions in the Sydney area might gradually
come to & halt, Consequently, the important considerction with
respect to Cave Breton coalmining are those which govern the
Company's &abllity to put 1ts coal on the market ot a competltive
price.

Though the situation in the maslnland mines is dlstinctly dirf-
fergnt from Cepe Breton, very similsor conclusiocons may be reached,
Some of the mainland mlines are much nearer exhggstion,19 and others
have englneering oroblems of great difficulty, so that the econ-

omic problem 1s complicated for them by gradually rising prices of
operation.

Coalmining is »ngoullarly subject to the law of diminishing
returns, It 1s based on a wasting esset. Unlike good forestry
and good sgriculture, the "annual take" is not a recurring incre-
ment, but a net diminution of the capital asset, ani the deever
and further onc goes into this asset the costlier, techniques re-
maining the same, it is to take it out, ¥Yct it 1s possible to
offset the effcet of this physiczl law, or indefinitely to postpone

19 MeCall, op. cit., p. 486.

20 In the Cumberland Company mines, for examole, therec 1s the
serious menace of "bumping". McCall, op, cit., p. 482, A bump is
a sudden breaking of the strata of the mine resulting from settling
or upheaval. It has the effect of an earth tremor, and is both
dangerous and costly. As a consequence of thecse bumps the room

and pillar system ot Springhill had to be zbandoned in favour of
long wall retreating, ond this was interrupted first by flooding

in No,3 seam, loter, when the retreat began to enter a bed of
sandstone overlyinz the shale, by 2 bad bump which wrecked the

east level, as the flooding hed wrecked the west, The Springhill
mines, in consequence have never recovered the output of which they

were capable in the room-and-plllar perioc, ond the reduced output is

hore costly to produce.
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the appearance of the effccts in the farm of rislng average costs,
by loprovements in the techniques of extrsction. This technologlcal
jmprovement has been so great in most mining and metallurgy theot,
over the period so Tar clapsed of thils century, operations have
generally been conducted at constant, or cven decreasing costs.2l

To some exbtent thls has been true in Nova Scotiaz coal mining, In
solte of the big change in the value of the doller, and in spite of
jnportant increases in the rate of woges the avergze value of coal
raised in 1914 was but 16 2/3% less than in 1939, which means zn
actual inprovement in tonncge ver man. It is the opinion of the
company metallurgists,23 however, that lncreasing costs can Dbe
further averted only by greater mechanization and other technologiczal
improvements which, because they fear they would lezd to unemploy-
nent, the workers oppose. The company officials point out that in
gspite of stecady mechanizatiocn and the closing of worked-out =ines,
the opening of new shafts ond the increased suﬂface work has kepnt
employment steady over the past thirty years,2% and thot there is no
reason why further mechanlizotion should increase unemployment. This
issuc, between workers =nd management, 1s one to which we shall
leter refer, It 1s fcirly clear, however, that, though there has
been no significont incrense in the cost of taklng coal from the
Nova Scotla mincs, the industry has reached the stage where such an
inorecse 1s likely unless there 1s incrensed mechanization, ond we
mean to show thot increnses in cost now would make 1t cdifficult for
the industry to nzintain its prescnt level of operation.

There 1s soime discrepcney in the cost figures for taking
Novs Scotia coale The Doalnion Bureou of Stotistices figures for
193? snow an avercge cost, lsbour and fuel, for Cape Breton, of
$2.43, ond for Pictou of é}.OS per ton.2b ThS,COEpnny submitted 1ts
Pictou costs to be in excess of 4,44 per ton,<° and claimed no
profit was carned on = price of $4.13 wer ton (19335 figurcs) for
Cape Breton Cocl. When, however, one considers canital and marketing’

2l 8e¢ my "Eesentinls of Price Theory®, Toronto, 1942, p.li46, for
an analytical trectment and documentation of this point.

22 Caleulated from Dominion Burc-u of Strtistics Annuals - Coal
Btrtistics for Canrdz,

2? As orivately stated in conversaticn.

4 Actunlly there hcs been a very slight Cecrease, from 13,664 in
1913 to 13,035 in 1939. D.B.S. Annurl, Co:1 Stotistics for Cannda,
Varicus years.

D Coal Statistics for Cancda, 1939, p. 28

2
26 Report of the Board in the Dispute between the Acadia Coal Company
1ts Employccs.
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costs, these discrepancies nay be expluined.27 Vnat 1s Gifficult
to uncerstand is now, if the discrepancy is attributed to capital
cost,28 the compony hzs been uncble to earn on invested canital,

It would seen thot o thorough ond independent study of the costs

of operation of Novc Scotla mines should be made by someone enpow-
ered to examine with company ond union accountants the cost records
of the operctinz conpanies. Clearly so auch at issue between the
cozpany oni the vworkers cepenés on this question of costs, Can the
company continue to nrintzin the rate of operation and employment
without further mechanizstion? Can 16 «fford higher wages to 1ts
workpcople? In our state of knowledze we cannet glve the answer to
these questions. e can only szy that os early as 1925 the issue
was clecrly seen by the Royal Commission which, in its Revort, took
the line th-t, though the Coxpany »roposed an unnecessarlly heavy
wage cut (35;‘55, onheretions could not be conducted ot the then
existing wage level, and that the Comdazny wos sincere and honcet in
its arguzcnt thet 2 ¢ cozl operztions, even consifcred by themselves,
werc unprofitcoblce. It 1s posseible thzt &t that tine charzcs for

27 For all Nov:z Scotia mincs in 1941 thc Cansdi~n Mininz onc Met-
allurgicsl Bulletin (No,365, Scpt. 19#2;’ », W416) gives totzl opera-
ting costs ns $4.682 oor ton, of which 32.513 was representcd by
cost of labour cnd 0,24 by power, Of othcr costs distribution, ot
0,528 ond stores =t $0,548 werc most import-nt, Rents and roynl-
ties took 0,13 2er ton and bond oni gzener-l intcrest only 30,046
ser ton. Valuc rocelved ner nct ton sold wes LU LU5. per ton
revenucs were 4. 43, wiclding 2 loss on nll Nove Seotln operations
of 30.25 per ton, ecven 1n 2 wor yecor.

28 Wnich, if the figures reported to the lHining and Metsllurzie-nl
Bulletin are relickble, it cannot be,

29 "By retaining their inergrsed wnges vhen the cogt of living fell,
the nmen hoped to enjoy =~ better standard of lifc, Waether proflto-ble
busincss would continuc to be available ot these woge rates, what
constlitutcd profit-ble business, ond whether o change in the situa-
tion coull be met in any othcr way thon by ¢ reductiocn of wazes

were cll issucs on which they wantel closer argument 2néd fuller
informntion,.. The operators cxnlcined to us the facts and business
considcraticnsg, os well os the market ond other forccasts, on

which they figured in formulating thcir demand., On -~ consicerztion
of the statuuent they submitted to thc Union3 wec e~nnot taske the
Vicw th~t they were clther inCiffercnt or -roitrory in sresenting
their vproposal...but wc belicve the woze cut they proposed w-s un-
re-son~bly hizh... Throughout thesc ycors the bellef hcs wrsisteld
in the zen's minds,...on honcst ~n& sincerc bolief,..thot if the c¢o-l
dperatlions werc regardet by themselves they woill »rove to be prof-
it-ble, thst is to say 1 they wore orclited with o foir traonsfoer
Price for the conl supnlied to other consctituents of the Cor>or-tion,
AT they were charged f-1r »rices for the sorvices rendered to thoem
by other constitucnts, ~né Af their funis werc not burdened by ros-
Jonsibility for other intercsts thon the scononic Govelomament and
0croation of the pite"., Resort cf the Ror-l Comnaission on the Cocd
“ininc Induwstry, 1925, »». 19-21,
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services rendered the nines by ofther constituents of the parent co -
»any, &s Tor exanple noarketing services, 'ere hizh, as the nen z1-
leced; ©Dossible, too, that the coxpany was over-staffed amd thet

e alary charges were too high,30 and it is certzin thet the events of
1922 hed left the men bitter and distrustful, g)o that they put 1little
folth in the company'!s submission gont figures; 1 certzin, too, that
the operactors were not justified in insisting on o reduction of waces
in 1922,32 or the reduction they -sked for in 1925, but there was no
clcor evidence that, allowving for sll this, the mines, taken by them-
selves were prgfitable, or could be profitable ct a rate of wages
comparable to Anerican rotes. The sane lssue appears todey. The
nen belleve still that the coal mines ~re being milked to nzke other
onerztions of the cadany profitable, thot the fallure of tae nlnes
to show a proflt is a contrived fzilure, that wages zre too low,
livinz conditions bad ond that they siould be inproved. The coDany
continucs to cssert that the priec xnid for coal by canstituent cor
sanies are falr_prices?) and that its cicrges for services are falr
and rcasonable, 3%  On these noints the Board in the Acadin Gispute
sunported in its findings the contmtions of the Conpany.35 0On the
basls of these subnlissions the company clains to opercte the Pictou
nminecs ot 2 loss ani the Sydney nines ot no margin o @roflf over o
period of ycars. Yot the nosition of thc mcn is nct unrcaoson~ble,
The history of 1l- bmr-empleoycc rclationsnips in C-pe Breten ond
enstorn Novs Seotio is - long and unhonpy one. In their time tho

men have been subjected to the truck system, to l:bour spies, to
:.nti-uniog violence, ~nl to st wretched =.nd mlserablc living con-
¢itions,d Morecovier, thore orc no cltcrnative occunntions for the
perple, outside the hoovy Industrics, in COagc Breton, Foramlng is

a ncan strugsle for existence on 2 borren soll., Filshing yilelds a
bare livelihood nn? is requiring fower rothcr than lore nen.  Yet the
natur-l inere se in Czpe Bretm for the deccnni-~l period 1925=1936
wns U2 ser thousand, of which migration took less than holf 37
Cle-rlv the pressurc of populstion n the reccdinz resources hos been
beconing neoute, - nd thc men have thoe belief, as sne who sposks for
then has sai:‘-.,f‘g ta~t no responsibi’i ty for thelr condition o Tor

3 el

30 Scec E. Forscy, Economlc ~nd Socirl Asjpocts of the Nove Scotic
Cozl Industry, 1McGill University Econonic Studlcs, 1925. p. 99.

31 Report of Roysl Cosndesion, loc,.. clf.

728 IhAg.. pe 31 i M

33 Rcport of the Boord in the Disputc between the Acadin Coal Company
anc Its Exsloyecs.

3% Ibdd,

35 Toic.

O E, Forsey, op. cit., pp. T4, 88-95.

3?nCI‘. %.C.M=eLin, Population Eoveients in C-pe Breton, Public
Affoirs, August, 1338,

%’51"%36 speech by C, Gillis, Esa., Housc f Commons Debates, Junec 4,

Al
A
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thelr future has becn assumed cither by the Compsny or the Governnment,
We appoear to have the casc of an industry on the very margin of pro-
ducticn, nmeintalned, indced, in pert by an indirect subsidy of the
Doxinion Govermnncent, ,9 and on which a1 ¢cntirc conmunity dcpends
singly for its livelihe od. The Prcvince of Nova Scotila, which owns
the resource, has definite and clecr res2conslibility for these coa.l-
mining communitics. It may be sz2id there 1s nz singlc solutio
for thelr problem, we cannot say. It may be that the nines wlll
hove to operate cn o reduced level, as to that we can guess better
when we have oxonlned tae questlsn of eeolling the coal, and that
alternetive Lndustrics should be cstoblished in and ncar thesc Towns,
or that sone pe~ple will have to be helped to transfer to other
places. To 1.nw cbout this o full and cereful study would be
necessary. Tno little is known. Certainly it is not enouzh to
condernan the mincrs for truculcncee and irresponsibllity. District
26 of the U.K.W. ngy hove its internal difficulties., Of thet there
can be 1little doubt, but the very problenms of the Unicn, the niners!
hostility, intre ,nsi once ond hotheadedncss are all themselves gvi-
dence that here we have o dcprcssed ong suf fering c'\fzr:unity, oppresscd
by the spectre of 1Ts futurc, the inheritance of 1ts unhas>dy pest
ané 1ts belief that na care »nr plan 1s zglven to 1ts xoblens,

The¢ war heos had setrangely little effect on the actual suwpnly
of coal, theough, as wec shall sce, 1t has hac important c¢ffecets on
the markcet distribution of the cocl. In 1940 productizn was up to
little short of 7,000,000 tons, but in 1941, 1t decllnea to about
1939 lovel because of the slowdown striic, and in 1942 it renained
low, at cbout the scme level beemusce of the lack of shippling., Costs
of zctual opcoration increascd but 1little, thauzh shl oplng chaoarges
were nigher, The pricec and woage cellings prevented any spectocular
risc in volues, Tho war scems princri 1y %o hove throwm inte an
acute staze the probla of labour-nangzenent relations, a2lwoys

L

endcnlc, which we do ot proposc %o @iscuss further st this stoze.

B, Supnly - Steel Fzbricatiosn

Steel costs cdepend on the cost of The natirlials and the cost
of fabricrtion, Thc Nov: Scotls industry would appear to be well
sltunted with resnecct to the first csst clement ~nd with respect
%o the seeond it hns beoen sald of the carly days of the industry
that "thc success of thc Nove Scotls Steel md Cosl Company is o
'D*n ors in Canadlon f"_nancc- ese. the use of labosur saving devices
ané nodern nmachine as well as the rounding osut of the plant,. h=s
€0 reduced costs s u_, place the conpany =2n a very fovourable con-
Petitive basis”, u'b Unfortungtely thesc foir prozlses have dsen

5{93 We shall discuss this lnter in c-nnectisn with acrketing,
Dongld, op. eit., De 199
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disanpointed. The orc 1s cheop t2 mine and tramsport zs is the
1inc for flux. But thc ccal, thouch on the spot, 1s not cheap, to
mine. American bituninous cosl for coking con, it is sllezed,*: be
lande& =t Syénoy for the same price os Cope Breten coal, ané coal
costs =t compectitors! nl-nts ore lcss. Horeover the netellurgical
costs ia febrication =re hizh because »f the quality both of orc
end cozl, In the carly dzys, too, tf]lcrc cnpears to have been un-
neecssarily high costs ~f monagcnent™@ ot Sydney, and, thowsh these
have been reducod nlong with epif-l costs since the reorganlzation
of the cormoration, the grect ccononles of the N-ove Scotia Stecel ond
Cocl conpany .o not opHcar to hive been recantured.

The compzrlson =f the Nevo Seatic industry with thaed of
Ontoric base€ ~n Ceonsus of Industry returns is not very rcvealin-_:-_:,l"3
becausc of the pauclity of cstoblishnents ~nd becoausc clso of ccortein
inconsistenci cs 2o between estoblishnments in the aethad of neking
returns. ¥e crc unable in this instance o qucte the baglc stotis-
tical datsz becnuse only two establishments are involved, We aoy,
however, bricfly suxecrizc the conclusions t= which the study »f

the Census of Industry rcturns led us, cizphasizing however, that they
arc hot direct cost stuiles, thot they orc, fron the nature of the
naterizl, tentoative and thot inferecncee as to relotive costs ought
not to be dreown fron then.

Wages end ciploynmen t© ore g cae indilcatiloan of the growth and
proevcrity of an industry and of its scnsitivity to norket ond cyecle
movenents, We found thot, thouzgh there was pr-etically nc alteration
in capacity - 28 neasured by blast furnace cammeity - in the indwstry
between 1920 and 1940, therc were wide fluctustisns in employmen t.

In 1920 the industry, both in Ontarios ond Novzs Scotia was cnarnously
exponfed both in copoeity ond eajzloynent =8 =z result of the stinulus
of the last war, Employment fell off between 1920 and 1526 by =bout
33 .1/3% in Nova Scotin cné ab-ut Y07 in Ont-ric. During the peoce-
tine boon Derlef caployment increased azsin to 2bout the 1520 level
in both rezions. Therc secms very little difference betwecen the

two regions in the extrems schnsitivity to cyxle movements and in the
fall =nd rise of cmploymmt over this cyclc period, But after 1930

& difference apnears. 1in 1933 Nove Scotia cmployment was down to ono-
third »f the 1930 penk, Ontari~ cuployment was down snly to the

1926 1eovel, 1.c. 0 three-fifths the 1930 peak. In 1937 the Nova
Scoti~ industry was just oxpending emdloyment beyond the 1930 dcake
The ncw armament boom h~d brouzht Onteric employment un to 60% in
excess of 1ts drevisus (1930) peak. By 1940 the COntaric infustry was

T3

o By a compeny metcllurgist in ccnversation.
g Donzld, op. elt., p. 205.
3 The inforreti~n of this poragrash is based on a study of returns
Rad¢e by the induztry osver a twenty-year neriod to the Deominion Burcau
of Statistics £n is -Hublished with thc consent of the Surezu,

It is contrary to the Dominion Statistics Act to publish Census
°f Industry dats for less then three cotoblishments,
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caploying more thon twice 2s many men as in 19303 the Nova Scotla
inCustry was enoloyilns sb-ut 30% =ore than in 1930,

Joge figures soow thot the Nova Scotin induetry held 1ts own
in the deeade fron 1920-30 in pert by o wage alvantaze over 1ts
ontorio rezlonnl conpetitors. Whercas in 1920 the annucl earnings
in Nova Scotls werc zn the average sb-ut the same as in Ontaric,
Zurin> the depressicsn they suffercd Irecter reduction and in 1930
ncver rccovercd to the semc degree -s in Ontario, Indeed, not till
the steel strike of 1943 was this differcntial sdjusted.

A stuCy, cstoblishncnt by cstcoblishment, of the detzll of
oroduction fipurcs, revezled ths=t, shcress in fiova Seotia there wae
no creat chance in the tyx of product rocduced,; in Ontaric there
was 2 trond towards Sreater Siversificoticon of profuct, particulsrly
in fovour of ferro-2lloys ans drawn stegl., This dversification
hott twn -pparcent ceffcets os revezlei by the Census of Industry
stotistics, In the first place it appezrs Vo aceount, at least in
sort, for the cZreater stabl 11&1' ~f the Ontaric infustry over the
periol of the busincss cycle. In the second place, becsuse T
the nicher ratic of moachinc power to man power used in the new
srocesses 1t heoe resulte? in 2 noticeadly hicher net value »raoluc-
tivity of lobour. Tacre has.also been o teniency for the Cntaris
industry tc develos some of thesec sncclalized plants as independent,
conporatively smallsczle enterprises, This &evelution of the inlus-
try may be 2 further foarn of social protection in tines of trale
cemrcssi~n. It 18 olsoc an infication of how an infustry moy develop
when there cre general loczticn aivontages. Tne Nova Scotl: infustry,
lacking these gencral advontazces, has been conflemnel to o 7Af ferent
and. nore lizited tyne of orowth,

But in the primary iron onf stcel industry the Jevelopment of
speelallzed steel andl alloy monufacturding hes o comparatively minor
effect on aggrescate tonnaze flgurcs. The industry Cepends on the
greot cstablishments enzasted in the rsductisn from the ore of »ig
iron, steel inzots, forginis ond castinzs ani rolled steel, and the
ccniitiong of efficloncy in these establishnents, of which therec are
only four in Cann~is, Zeterainc the ability of the industry to respond
to wer necds or to functi °n efficiently in times of mcacec. We hove
hot been cble to moke o stuly of compoarative cos=%s sithcer in pecace or
war of the Canodizn industry and its competitors. It is a falr in-
Terence from the tariff that Canadiaa steecl, in zenercl, is ot sone
Cost Glsadvantaze when conmpared with either the British, American
or Germon products, but thil s cencral infercnce must be qualified,

The cost diffcrentiasl 1s apparently crectest in the cases of the
SPecialized stecls, tool stcel, armour stecl, tunzsten steel, cte.,

'5_ 4 4 - - . 3
This 1s a very tontztive conclusion. We have becn unable to
Cstoblish 1t by other evidencc.




wnerens ccrtain ConzClan products, structural stecl, snd steel vire,
for cXanple, oppeor to be able to competo on reasona olv cqucl Berms
in forcizn ﬁ:'~ctu. As for intcrercilonsl competition we have ol=
rc2dy shown our uvnwillinchess fo droaw infercncees froa the only Cata
in wialch impliclt cost functlons nizht be sald to subsist, the
Census of Industry rcturns, to walchn we have had occess. If any
infcrences mizht be drown they would suzcest o very slight advan-
t=zc, at the mill, for the Ontario produccrs, an zdvantaze cdequete
to zive them a definltce cdze in inter-regilonanl conpctition as far
ast og the Ottawa valley. In the Qucebece market it would be hord
to show any zrcat advontooe clther wey. Thus in the baslc product
the particular loc:tion advantsges seen foirly evenly balonced 2llow-
inz for a division of the C-nadion narket -nd the nmailntonance of
the industey on o loroe s9zle in the lloritines,

C. Supnly - Scgcondecry Stcel.

In the sccondary stecl industry the Census of Industry returns
show cveh r.orc aﬁr'calj the trcnd townrds diversification in the
Ont-rio inmdustry, "horcos the Morltine industry nas continucd to
palte ears,; aXles, rolls ) Flshplato, wire and bara, the Ontaorio in-
¢ustry hcs dovclopug a srect variety of products %nclufin; thc
notor car induwstry, nachings and maching tools, cuttin: stcels,

11-a% alloys cnd litht llov products, ~nl so ferth. Whercns in the
Yaritimes 1littlc growth in sceondary stecl nonufactures occurrcd
between 1920 ond 1940, in Onturio, in spitc of eyellienl swinzs,
there wos o steody and narked growth, pagnomenal, indgcd, if,
followinz thc Burccu of Statistics classification, onc includes the
notor car industry among scecndnry stecl oroductss This Zrowth and
dlversification, resulbing, re Coubt, os nuch from the fact fthot.
the Amcriccn 2u o;obilc, naching tool and 1i: sht steel incdustry had
locnlized cbaut Detrolt and censequently found southwesteorn Ontario
the most coavenicnt nelshbourhood for The hbvuloonont of Conacdian
subsidiariecs, g fron choapver powor ~n’ the larzer Aorestic marict
in Ontario, hos noturslly “iVun much Trec “ﬁ: strensth to the Ontari
stocl industry thon is possesscd by its Marltime competitor. It is
fzedn the Ont zrio thuntry tnﬁt ﬂas gsuffcred loss frem ¢yclical
phcnoneha, has begoen ~blc to pay hlsher waoucs, has a hlgher avernge
lobour productivity, has beon sble to wndertnke -“ore plant expon

c

sion
anc. to maintcsin the aost codern cguivpment ohd us¢ sorc naching »ower
Der man. The basic stecl oroducors have bean conseguent ly oble to
bulld up a steadicr =mrket, to form dcefinite marketing conncctions,
”Oluti" o throu:h ownership intesration, with the subsidlary stecel
inmhst“j ané. thus, on the whole, secns to cnjoy definite alvantozes
over the Nova qcoti: influs try Ain intor~rcevionnl competlition in thw
aadizn market, Thls zenersl conclusion should be qualificd by
ullowln‘ that the civantazes conaerently enjoyed by the Ontririo in-
ueu;v in tho 12t steel snd pcutenoblle ”“F:Cuﬁ, do not necessarily
¢Xtend to the structural steel markct nor to the roilwsy car ~nd
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¢quipment morket. In the lotter, infced, the Nove Scotia industry
nay stlll cnjoy a preceninent placc. But in tcras of zrowth, dgvel-
opent, stabllity dwrin: the cycle, cbllity to provide camloynent,
thc Ontorio imiustry secms to have followed. lincs aore promising
for the fubturc than thc ¥Maritinmc iniustry,

The war has 1cd, n-tur-lly, to Sre~t cxpansion of the stecl
industry. This exp-nsion, we shall hove to rencmber, 1s common to
21l the warrinz notions. 3gcausc of the strateslce importance of
stccl it is inmpossiblc to publish fiures showln: the exact extent
of this e¢xpansion in Can-d~, We¢ nay be nernitted to make o few
comiaecnts upon it, however, 2nd to tive sose notion of 1ts cxtont
in the Maritine provinces.

The cxpanslon of the industry is nuasurced in terms of plant
capaclty and employnent. The cxpansion of blast furnace capnrclty
in the Maritimes hasg been of the order of 25%, of total basie stecl
capaclity, includin; o new rolling mill, perhaps 40%. In Ontarioc
the desrce of cxpansion has been zrenter, W&rli out put has prob-
cbly expanéod by consil ercbly riore thon 40%.%6  The type of cxpane
sicn 1s, however, probebly more laportint than 1ts azgresgate amount,
If British cxperiace 1s any suide, onl it is ont to be fairly repre-
sentztive of the warrinz nntions, the expansion is less in basic
steel capacity =n? output, and morc in 2rnour stecls, ferro=alloys,
cte. Thls has becn in part true of the }aritinme industry wherc much
of the ncw ccp-elty is for rolleld stecl, It is ZIn the sccondary
stcel ond steel using infustrics where the nost markel exponsion
has taken place in the Haritinoc provinces.

The following table indiectes the expansion of the Maritime

46 Tnls figurc 1s based on 2n cstim=tc mrlc by zn econoalst of
the British Stccl Control, It coes not allow for bomb Zrona~c.

T The basic steel cstoblishment ot Sy ney hgs hal i1tes capocity
incrcased by the 2ddition of one besic open hearth and two blast
furnaces anl by a new (receonditiones) rollin: mill. New batturics
of cokinz ovens arc 2lso beinz adled,
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infusiry.

We postnonc con attempt fo estimatc the permanencee anl Hezcow-
timc importance of thesc warting chantes until ofter o survey of
rnorlkets furnishes us with somc inClicotion of where the Moritine
infustry micht exdect to scll.,

I8 The Apt- fron which this tcble is contrived werc obtcined by
private intcrviews with nen in the industry and from personal vigits
to the plants. No violation of the Doninion St-tistics Act is

thus involveZ,

Wartinc Expansion of Maritinc Stccl oné Steclusing Industry

1938 - 1942
Est-blishnent Increcsc in Capacity Noture of Increcse in
of plant Increcse Enploynent

Sy’ncy - basic
steol 25-40% Open hearth 3500 - 5400

an. blast

furnaces,

rollin: mill
Trecaton - New 100% Shellfilling 1300 - 3300
Glaszow - Baslc Steel plant machinery
an(. Ezstern Car
Halifox Shipyoris - 50% ifechine shops, 375 - 2300
narine repair, rnachincery,snlps
shipbuildin:: repair dock
Pict~u Founiry 72 Six temporary 50 - 1600
Machine - Founiao- Scveral funirel slips,machine
tlon of Cancic L%4, pcrecnt shops
Saipbuilin:
8z2int John Drylock 10% in 1942 iinchine shops, 300 - 1300
Marine repoir lsore since two slipwoys,
Shipbuilliinz small drycock
Cana7> Car Alrcraft All ncw plant Hochine shops, - - 2800
Divisisn Anmherst Assembly sheds,

power unlts,
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Onc further wvartine ¢ffcet hos bepn the encourazcment of small
foundrics an nachine shops by the sysform of subecont ractin>, In
the Maritine provinces therc werc at onc timc numerous small focunw
cries and machinc shops capable of nmctal workins, Onc by onc thesc
~isoppeared as active concerns unier the nressurg of technoloiccl
a“vchee and the conmpetition of the larsescale milll, Mony of then

ave been broutht back into "QCI‘.‘.‘.tiOII 28 2 rcsult of the Dominion
Govcrnmont's policy of gncourazin: subeletting of contracts for
parts, the "bits =n? pleces pro: raminc', as At hos bgen called, The
blcs contractors haveg thus passcl on to sacllscale indepenignts on
aooreciable share of the work, How important this has been in the
gbsence of aggrescte figurcs we cannot say, and the agrresate figurcs
cannot be obtoine” fron “the Dex> rtoent of Hunltions and Sunply. Somc
notizn of the extent »f this subec:ntractins in New Brunswick, whcre
it has beoen more inportant than in Nova Scotiz, moy be Zauzefd fron
the ~ccumulation of individual instchces wo were cble to &is cover by
8ircect obscrvatizn, In Cempbellion one naching shon expandigd fron
an g¢mpdloynent of =~ Jozen ncn to over seventy; in Bathurst 2 ncw
machine shop was started; 1t now cnploys fAfty ngn., A new nadhine
shnp was stzrtell ot the mouth of the Miramlchl., Railway machine
shops at ¥Maoncton arc dolns sub~contractinT as well as ouch neavier
workX for the Canallan National., The sanc 1s truc of the Can-3ion

acific shops 2t Hacadzm. An 0l2 machine shop a2t Pegttlesdiac, lono
tlsusc?, has a7ain oone int o operastic 'n, At Susscx o wonZworkino
plant has added nachine cqulsnent ~nd taken on sub-contracts in e tol
workinz andl doubled its enploynent, AL Sﬂint John snall foundries
have Zoubled ond tripled emdloyment, o marinc rgpadr conpany hes
unc.ert2ken nachine work, Coublinz its = aching shop equianent, At
St. Stephen an 21& ‘rchin\. shoo has ::'_::_n ~one into operatisn., At
Fredericton one aochine shep hes quofirupled employnent., At
Buctouche and St. Andrcews snall cstoblishnente arce envoeld in the
borge builld ng prosrome, In Nova Scotl o ship repnirin“ at Liverpool
i Dartrouth has siven employoeont to over 700 aen, ot Shelburng,
Mshenc Bay oné Luncnburg the constructi-n of sasll boats anl barzcs
has ziven employment to somg 800 mcn, ané at Bricyewater ond nll
1:1.'1*' the coast sowll founlrics, nochine shops and niscellanecus

ace time estoblidiments mve put in s-me new agchinery, reccon-
itione 0ld and arc worklins on "bite and pleces! in connection
with barses, boats and ensl nes.

In sun, this Jevelooment has probably been of real iaportcne
in o provincc whlch hos very 1ittle heavy induwstry to benefit 7ir-
chl" from tho wor stimulus, But on the whole it is o temntaticn
i mles 1t as of 1little perncnent imvortance, Arzinst thot temo-
tat;:n must be set the technoloslosl considerstion fhat this sub-
intr* ctinz has been of spgcializell parts to set dimensions for loter
SCI'lbl" Not only have the sacll nona~cers, nost of them of the
:till machinist, forecoan type, Iained valuwble $raininge an’ exper-
icnue, but they are oint o ZAfferent type of Job fron thot vhich
the gmall nachinc shao ond foundry usel to &o, In the ol doys
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they competed with the bizg mlll and, in =211 lines where the large-
scale esteblishment had an advantage, they lost out., Today their
plant is belng integrated, as a specialized unit, with that of the
big m1l1ll, It is a genulne devolution of the industry, in wvhich

the small plant is complementary to the mill, not competitive, In
this line of specialized moduc tion of parts the small shop may not
necessarily beuqt a di sadvantage, particularly where equipped by

the Government 9 with the nost zmodern mcchinery. The final issue
must depend, ultinstely, on two things; one, the policy, either of
government or induetry, after the war with respect to the devolution
of industry; the other, the generel healthiness of the ilndustry as a
whole. Even if ownership integration goes on, as 1t may well do,

it may be that the industry will itself wish to follow a policy of
plant devolutlion and specialization. This process, anparent before
the war, has becen accelerated by 1t in Eritzéln znd the United States
snd secms to have certain adventages to ownership as well as o the
community., The pattem for this devolution has been sketched, so to
speceX, in Canada, foo, by wartime devclopacnts. In pcaccetime the
proccss may be continuecd. But clcarly, it will not continue if the
industry 1s unsblc to find markets for its produce, If therc is a
grest shrinkage in output there will be strong forces making for the
concentration of what work there 1s in the larger plants and the small
units may expect to be "liquidated", Thus, in the lzst analysis,
the future of the "bits and pleccs" plants will depend on the general
postwar condition of the industry.

Scection 3, Dcmand.

A. Sccondary Stceel Products and Basic Stcel.

The principzl markct for the basic steel indus try 1s the
steel-using industrics, including rallroading, shipbuilding and con~
struction, so that we nay well conclude that the postwar morkets for
stecl ingots will depcnd, in lorge ncasurc, on the postwar markets
for steel products. At the prescnt moment the prime market for the
8tcel output of the Maritimes is the Moritime steel-consuning indus-
trics, and, after these, stecel-consuming industrics clsewherc in
Canada. Theosc industries zare largely cngeged in war supply; they
arc meking rifled-barrcls for naval and military artillcry, saell-
cases, ships, ship-plates, scantlings, metal boxes for munitions and
arnsment, ernour platec for tonks and ships of war and o varicty of
other aptorisl of war. The Marit inc indus trv -~lso continucs to moke
Some rzllroad equipment, cars, axles, ralls, fishplate, ctec, Its
iew plant is zlmest entircly f or the monufocture of artieles of war,

Lk

Zither by - losn, csplitsl assistance to L ndustry, ar, in effect
tuch the same thing, undcr :cccclerated deprecintion under the Excess
Profits Tax.
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and much of 1t 1s frankly not adaplieble to peacetinc uscs.50

Prior to thc war the HMarltime stcel industry sold both in
the foreclgn and doncstic markets, but of the sc the domestic was, far
cmd awey, the most importont., Not only wos it the st importont
quantitatively, but the forcign denand wos of a pgculiar sort, IT
was largcely the result of speclal conditlons of rearmament abroad
which, running beyond domestic supply in Germany, for exanple,
turncd to altecrnotive sources of supply regardless of conpar-tive
cost. We cannot think of zny considercbhble export market for Cannds
ian steel under normzl wacetlne conditions., Thie will probobly
continue to be truc after the war., Though for some years after the
war therc will doubtless be a continucd denand for steel znd stcel
products for crmerents and o big demond for construction purposcs,
the vast lncreasc in stcel copeclty in Gernany, France, the Sovict
Union 2nd Greet Britoin will probobly be adcquate - and nore than
adcauate - to meet this demand in Europe, and in the Unitced States,
wherce the demand may well be somewhat lcess keen, the americon incus-
try will have o surplus capacity. Morcover, iln considcring forcign
trading, we have to considcr that our position is likely to be that
of a creditor nation with large surpluscs of wheat, paper, non-
ferrous netals, ané sone types of manufactured goods for export,
In order to molntain our export trade in thesc troditionally export
stcples, on which our ¢conony rests -~ we shall hove to accept ine-
creascd Invorts from Eur‘opo.gl Stecl and steel products, far fronm
being an export for us, =arc much more likely to figure as commodities
in which we¢ have - lgsser comparative cdvontagg, or a greater com-
parctive dilsadvontoge, ond are thus prolucts which arg apt to figure
norc proninently than heretoforc¢ on our list of inmports. However
this may be, and iV rcets, admlittecdly, on highly tcnuous =assumptions
cbout postwar internntion-l trading, it 1ls folrly certain that the
Concdian steel industry affer the wor will depond prinmarily on the
Canc.dlan market, ond, perhans, on o less proteccted Cancdlan marke
fhan heretoforc,

In the Csnadlaon rmrkcet the Ontario basle steel industry has
doninated the Ontario mrlkct of steel-consuning industries naking
automobiles, light stccl md ferre-clloy steels and stegl wroducts.
It hes 2lso competed in the Ontaoric and Quebec henvy stecl-cansuming
industries, shipbuilding, roilroads, rallwsy edquipment and structural
stcel., Apart from stcel wire cnd rods the Nove Scotia industry has

50 From intervi ews with nen in the industry. It is probable thet
vhich poesce comes they will £ind that more of the new plant and ma=
chinery is convertible than at oresent they anticlpate.

We may postponc the reckoning by largescale capital lencing, but
Wltinately in the service of the debt we shall hove to nccept imports
o an increcsed scalc.



149

concentrated on the heavy steel consumers, rellway car amd equin-
ment, rails, structurzl steel, and has met Ontario competition in
the Quebec market, The greater variety of the Ontarlo market has
led to a greater diversification of the Ontario industry. Also,

as we have seen the Ontarioc industry hos been able to ‘expand in a
way the Novag Scotla industry has not. The great growth in steel
consumption in the twentieth century has been in the use of 1light
steels, particularly for motor cars. The Nova Scotla industry ex-
panded in the latter part of thc 19th ccntury with the railway devel-~
onpment . But thils typically 19th cchntury process has not resulted
in consumption orcation in thec present century with the result thet
the Nova Scotla industry has remalned more or less static since the
last war.

When we cxamince the wartime expension against this backzround
we are struck by the way the war developments have simply gone %o
emphaslze the cstcblished trend., In Ontario, ond to some extent 1
Qucbee, the Canadisn industrial revolution of the war pcriod hes led
to the creation of a great varlety of new industries, notably the
alrersft industry, mochinc and even machinc tool industrics cond a
varicty of miscellancous manufacturcs, Many of thesc wlll continuc,
if on =2 reduccd scesle cnd ~fter consliderzble technlecal conversion,
after the war, cnd both in the conversion perlod cnd sfter thoy
should be stcel congsuming, though not to thc cxtent of the »rosent.

Maritime devclopments must be cxamined more particularly,
The chlef stcel consuming plent in poeacetime in the Marltime prov—
. inccs was the combincd Eastern Car plant of Dosco at Trenton ond
the Novo Scotia Steel plant at New Glasgow. But these plants were
in the doldrums during the interbell:s perlod znd could be largely
supplied by Ncw Glasgow, whilc the Sydney »laont had to look to the
Quecbec market - and clscwherc - for its sales. Thc New Glosgow
ami Trenton plents todny have had their plant equipment doubled by
now investment under governmentzl ceonital assisteonce to industry ond
they are employlng %two and a half timcs 28 many men as in pezcetime,
It is true thot they arc very busy on railrord equivment, but the
great bulk of ftheir increascd output iz material of war, Of thelr
hew machincry ondé »lant only o small fr-ction is reckoneg by the man-
agement to be inmmcdliatcly comvertliblce to pezcetime uses.?2 Even Af

52 As stated in an intorview by o represcntative of the company,
Actually, though the ncw shop far amunitions cannoet be converted, it
represents only cbout onc-fifth of the new codital invested, OfF the
rest some conslsts of bosic units that will be of postwar use cnd
Sone may be more convertible than ot present the manczement is
willing to allow.
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there is after the war - 28 1s confidcently cxpeceted - o comprehene
give policy of rcequipnant on the part of Cansdlan rallwaysd3 it is
consldercd unlikgly that these plants c-n operatc with more than
half their prcscnt cnployment. If -11 their equipment suitable,
elther dilrectly or by conversion, for pcacctine opcrations werce
worked =t capccity they could not expcet canloyment for morc than
2,000 ren.

A l-rgc volunic of stccl sczntlings and plate gocs from New
Glosgow and Sydncy to the vastly exponded Pictou Foundry -né Hachine
works - now opcr-tcd by Foundontion of Concdz, Ltd., - at Pictou.

This nushroor growth, an esscntlal in tinc of war when shipping
losscs neoke addition~l ship construction o oatter of physiczl pos-
sibility not of cost, hnos hed grect difficulty in gotting on adequate

L

suoply of skillcd lobouwr. Its operctions arc & ngtter of soic
geercey, but therc ls probobly no indiscrction involved in hozarding
the opinion thot noonc zcppeare to regord this cgst-blishnent zs onc
that could expcct to combcte in postwar shipbullding. It secons
likXely thet ofter the war there will be = planmned rotionnlizetion of
the British intcrcsts to rceppturce their dominant nosition in the
worli's mnrkcets for ships. Amcrican copacity hae been expanded i
wartizc to the point where 1t excecés the British, and onc nmight
expect Amcric:zn y-rés to rcsist vigorously o British effort to copn-
turc thcir narkcts, "ith such - cozpetition of Titans the Can-dion
industry, cven 1f subeidiscd ~nd protected, will hove to recuce its
output. Croncodlon shiloping companics coulé not gbsord 1,000,000 tons
of new shipping -~ yeor after the war, cven if, the cntire Canodian
narket werce rescrved for the Cansdian yords.”?™ Under such conditions
the temporary slips znC the weoker yoréds will close Gown,

93 Sce the cstimatcs of the Conadion Notionnl Reilways subnitted

in o Brief precsented to the Spceicl Committee on Reconstruction and
~Establishment. This Rallway reckons it could spend 367,000,000

on new rails -né foetenings in the inaedliste poestwar veriod, and
tlassifies this expenditurc under "Sclf-Liquil-ting Projects" os Gis-
tinet from somc of its cstinates which rre reg-orded ore os luxurics
thon as nccessitics.,

. The Caonodion Nationol Brief to the Specisl Committec, for exammle,
Shows only 515,000,000 for ncw shina ond elassifics this expenditure
28 "Desirnblc but Econonienlly M-orgin-~l', It is clso intimsted thot
Sbecinl protecetion would hove to be afforded Canadian shipyorés if
I work ie¢ to be Gonme at home r-ther then abroac. §15,000,000

80t represent about 50,000 tons of corgo shipping, less of passen—
Eﬂ‘liners. This estimcte, by onc of the laorgest of Conadian ship-
jEerating coapanica, basel on an gstinate covering o period of ycars,
1.5 cates how very very far we cre froa any lilkely construction of
900,000 tons cach vear.
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These conslder~tlons anply also to Saint John amd Halifax,
though in less Cegree. Because of the necessary secrecy that
surrounds wartlme operastions in thals sort of lndustry one has to
rely on ones personal impressions formed by what is celled "field
investigations" rsther than on more objective evidence. But one
does gather the lmpression that in Saint John the splendid drydook
and machine shop equipment, whilch enables this company to outbid
competlitors along the north Atlantlc seaboard for marine repalr,
is scarcely matched by the shipbullding facilities currently being
used in warwork by the company. It is not likely, one must con-
clude, that steel shipbuilding can continue on any extensive scale
in Saint John after the war,

Halifzax Shipyards, on the other hani, while got expecting
anything like the present volume of marlne repair, can expect
with falr confldence a continuation of shlpbullding. It is be-
lieved that the Canadian government will maintein a peacetimg
navy and that orcsent naval bullders who havc specilalized in cer-
tain typcs of ships will continuc s moderate amount of naval con-—
struction. Hallfax Bhipyards have succgssfully completed navel
ships of a typec not being bullt clscwherce in Canada and cxnect to
contlnuc some nhavel construction of thig Tyoe after the war.

All in 211 steel shipbuilding in the Marltimes will pretiy
well disappear, I 1t does the reduction in demand for steel will
bc of the probable magnitude of 150,000 tons,D If to this figure
we add the reduction in tonnage consumed by the manufzcture of ma-
terials of war both in the Maritimes and the central provinces
there will bc a probable reduction in demand for basic stecl of
300,000 tons. This figurc 1ls indepncndent of any postwar recession
or falling of £ in other stecl dcomands, It is the minimum reduction
in demand occasioned by the stoppage of direct war industrics.
Undoubtedly therc will be other reductions in demand occasloned by
the indirect effcets on steel of the slowing up of machinc ;naus—
tries, metal box plants, and so fortn. This fiﬂure is about 50%
of prcscnt basic stecl production in Nove Scotla. Unless thoere 1s
a postwar dcpression there will probsbly be, however, somc pickup
in demand for ordinsry peacctime purpos Cu, construction, rallways,
¢te, Admittedly our calculqtiono grow morce and more btenuous as we
bese them not only on hesitant penctrations of the secre :¢y=-shrouded
figures of wartime but also on doubtful assumptions of poatwar
policy, but we might guess at an cxpansio of 50% in steel con—
sumption for non-war purposes. This would yield en annusl con-

-
55 In 1942 1,700 ships passed through thelr hands.

This flgurc is an estimate. Naturally cnough, in timc of wer,
no detoll =s to how it is rcached c=an be given., It allows for
some naval and a small amount of cergo ship construction after
the wer,
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sumption of Nov:z Scotia steel of 450,000 tons, ¢ figurc which by

a slight margin cxcecés the best p acutire production (1937, 427,000
tons) of the Nova Scotia irdustry.g AllowiqD the same ratio of
men to output as obtalned before the war this figurc would mean a
rcduction in cmoloyment ot Sydney from the wartime level of 5400

to about 3700, This tecnuous calculation 1is probably about s op~
timistic as can bc madce,

In sum we hove to concluie that the wartime cxpansion of
the iron and stcel and iron and stcel using indus trics in the Mari-
time provincgs has been of a naturc which, considering thelr con-
petltive posltion ané thc probable stote of postwar markets, will
not be pecrmoncn The wartimc cffecets on this industry thbn will
cventually ftend to leave 1t much 28 it was. It should continuu
a8 a successful competitor in loczl and Quebec marke ts in basic
stccl =nd in railroad equipment, wire 2nd steel bars. It has not
becn equipped by the wartime changcs or developed by the war to
follow the linec of great diversification, or 1s there likely to
grow up in thc Moritimes o great subsidlary englneerirng industry.
As on employer of l-obour 1t will probsbly, we guess, occupy =bout
the scme posit lon as in 1937, with weges, however, rsther rore in
line than they then werc with woges »2id in the same in dus try
clsewhere in Cannca.

Onc possibility remalns to be considered. Therce is the
possiblility of developing in Nov: Scotla not an chgineering but
= chemieal industry to be integrated with the heovy indus tries of
Gapa Breton ané Pictou County. Metallic magnesium from dolomiteH®
ané seca water is o possible development for Camc Breton. At ong
time, wncn the Bcssemcr mocess was used at Sydney, o _fertilizer,
15%~20% phosphoric acid, was recovercd from the sluﬁ.59 After The
introcuction of thc open hearth process some fertllizer was v qe
from slugé but it wos an uneconomic process and was discontinued
in 1931, Beeause of the nigh phosphorous content of Wobena
ore, To wiich we have previcusly referred, 1t was nevertheless
thought that attention should be glven to possible by-product
utilization of the slag, and cxperimental tests in 1939 have shown
the poegibllity of developlig = Qﬁtigiactory orocess Tor utilizing
the slzg for fertilizer by—product The process, however, is

o7 Scc Dominion Burezu of Statistics Annusl, Iron and Steel and
tzcir Producus, 1938-39, p. 64,

58 Redort Mo, 60, Reports of the Nova Scotir Economic Council,
Vol,VvI (1si1), =». 1uS,

59 Aenort No. 53, Reports of the Novr Scotia Economic Council,
Vol, VI (1541), p. 107.

60 Imia -

61 quao“t No. 58, op. eit., p. 121-133,
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still in the experiment2l stage.

Barites hecs been found in a rich g%posit nt Walton®2 ana
this, with the szlt deposits at Malagash®), the possibilities of
conl tar derivetives ond the chemlcal possibilities above referred
to, mizht wcll combine to support n chemical-dye=feortilizer indus-
try as 2 complcment to the cxisting heavy industry, a complement,
which, by by-product utilization, would apprcciably reduce the
unit costs of the heavy inCustry. 1T nzs prob:bly been the lock
in Nova Scotlia of any such complementary industry, eithcr chemlcel
or chngincering, = gencral rather than o particular eltuztion dls-
advantage, which hzs put the Nova Scotlia industry at a disadvantage
with thc British, German or Amerlcan indus tries, all of which have
heevy by=-protuct utillzation from cxtcnsive =anl well-devecloped
cacomical incdustrics,

B, Demand, Ore =ni Coal.

Thce denant for Wabana ore will dewnend a2lmost enfirely on
the demond for feobricated steel, and 1f our estimates zre correct
that Sydncy stcel fobricotion moy continuce at some thing approaching
the 1937 level, then orc output shoull go on =t cbout the rate of
the innedirte prowar years. There is some slight possibllity of
inereased use of native, Nov:o Scotlion ores, particularly if onc of
the consequcnees of American noval ond militory estoblishients in
Newfounldlond is to rodlsc the cost of Newfoundland labour. On the
wnole, however, 1t is unlikely, glven the alvontages of the Wabana
ficld, that any probablc increcse in wage rotes would seriously
nffect the opcrotions 2t Bell Islanc.

Whereas the Zepand for ore 1ls directly deorlved from =2nd
depcnient on the demand for fabriecated stecl, the demand for cozl
is larzcly infepcnient of the Gemand for steel, In peacetime conl
sales to the gfecl »lant at Sydncy ran to cn average of 55,000
tons monthly, This in wartime has increased to over 85,000 tons.
The peacetime figuro, amounting to an a2nnucl total of 660,000 tons,
represents o 1ittle over 107 of the tot -1 Nova Scotlia output in a
yeor such -8 1939, For the recst the oeacetinme coal market for
Novs Scotiz conl consisted of the rallways, the Maritime ondé Quebec
Comestlc markets and ships! demand for bunkcr cozl, The pezcetinme
“ivision of z good ycar's output, 6,000,000 tons, wee sbout =zs
follows:

93 Repert No. 60, op. cit., p. 148, Secc nlso p. 117,
93 Report No. 57, ope cit., p. 117.
6L From o statement by an official of the company.
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SYCO0Y BECEL BIBAL o csnassnas susvens 660,000 tons
Quebec infustrizl markct

(1ncluding coking co2l) s.eveverecs.s 2,740,000
Rollways (Maritime Sivision)s...e...o 1,000,000 ¥
Maritime domestlc and

infustrisl 1orket ceveecenn. sevensuny L4000,000 ¥
BORATE ou v sisonnnn o nmovens cievenses 6,000,000 465

Fron this the great inportancc of the Quebec market to the
Nova Scotiz industry can imnedlately be seen, After all the Marle
times arc not heavily industriaslized, the one industry established
on a large scele, cxeept for steel, is pulp and paper and it 1s not
a coal using inlustry. One connot cxoeet any great growth in domes-~
tic consumption., The coal consumel by the rallwcy depenés on the
volune of traffic and no grect exponsion of that can be antlcinateds
Bunker cocl now tskes only some 130,000 tons =nnually sné that will
not incrc~sec. Cozl for coking =t thc steel plant will run zbout
the 1937 level, if our calculatiocns are correct. Hence the ability
of the industry to narket over 3,000,000 tons = yeaor depends zlmost
entirely =2n its ncccoss to the Quebec market, Other alternatives to
Qucbee can quickly be ruled ~ut. We have zlrcady seen that coal
costs in Novzc Scotia arc such that Novz Scotia cozl coulld not enter
elther the British or American market., It would be difficult to
competc with American cozl in South Americe, onc there may be there
o considersble dovelopment of local sources of supply.

One of the effccts of the lost war wes that the Quebec market,
built up with the utinost CAfficulty was lost te the Nov~ Scotla
opcrntors. The stcel compony, shios ond rollways - in the last
war shlpbs werc bunkurch with coal cn? the great Atlantic convoys
bunkcred at Sydney an? Halifax - _m Maritime domestic consunption
took the entire Novco Scotla sutput. The Quebec market, ncver too
satisfied with Nova Scotia coal, formeld connoctions with American
sources of swply. 3y 1921 ﬂtt03pts were being mafle to regcin the
Quebee market, but in thet yecr, of an ggnu 1 nroduction of 5,735,000
tons, only 880 000 were s21& in Qucbec, Tne Quebec market was
regained only bv merns of o subsily of %2.00 = ton paid to the
rnilways, bascd. on the d1fference between the cost of water haulage
via the St. Lawrcnecc and rail hqularc, o subslidy that eneblel Nova
Scotia coal to cnjoy a yecr raun trﬂn53nrt cost alvantage over
Anericon bituminous which hod haule & by rsil. By 1929 Quebee
sales ha¢ grown to 2,400,000 tons‘«? therecafter, Cuwring the lepres-

Er_“his table is = conposlte of aversge 4l stributlion. Year by year
actual dlstribution Fc;trts in one way znd another from the plcture
a8 ovregented herc. BSee Cocl and Coke Statlstics for Cantda, various
gars,

EG Cosl ani Coke Strtistics for Censic.
7 Ibia

it

e T ——

.
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ion, they Geclinced, rising again to 3,000,000 tons in 1940, Thus
the first full ycar of the present wor had not the same cffcet cs
the war of 1914-191&, ond, becausc there wae not the same deman? for
ships! bunkers the cozl companlcs hopel to retain the Quebec mare
ket through the prescont strugglc., Bubt in 1941 the slowdown strilke
rcduced cozl output from 6,700,000 (1940) to just under 6,000,000
tons and steel conpaony and railway consumption in the Maritimes in-
crensed by about 500,000 tons, so that o rcduction of over 1,000,000
tons occurred in the amount availaoble for Quebec. In 1942 the sit-
uctlon grew worse. Though l-bar &ifficul tics seemed less acute
therc was grent shatage »f shipping. There was avallable for Que-
bec about 1,500,000 tons and this could have been incressed to
2,000,000 tons or aore, but the coal was plling up in stockplles,
The rallways couldl handle only n small fractlion of it and ships
were scarce., Morcover the necesslty of salling in convoy on the
St. Lawrcnce route reduccd the tonncge any glven ship could carry
in o yesr. By loate sumncr only 700,000 tons had becn shipped to
Quebee, More wos carricd beforc the river frozc over and some,

no Zoubt, went by rall, but, though finnl 1942 rigures are not yct
avallable, it 1s doubtful if over 1,000,000 tons of Novo Scotie
conl reached Quebec in 1942,

It is too scon, in the 1ight of prescnt cvents, to draw
fin2l conelusicns, The Amerlcan cool strike which cut off the
chicf alternative source of supply will have gravely reduced the
American allctment of steoam and coking cool to Canada in 1943, -~nd
Nova Scoftiza coal nay well b2 recstablished in the Quebec market
during the war. In the light of thc cnergency con?itions Nova
Scotia coal will be given shipping »riorities which - year ago
were refused,

Thus 1t maoy be that Novea Scotlz coal will koen the Quebec
market during this wer, or 2t least;, keep a stronger toe-~hold there,
then 1t could during the last war, lloreover the technical trend is
today working for conl, whereas in 1919 it wos working cegainst it.
Then o0il for domestic and hentlng nurposes, hydro-elcctric nower
for industrial power ourposes, werc both belng ropidly developed
and. thelr compctition wos cutting into the market for coal, By 1939
that process of replacing coal by oll ~nl hydro-electric power
had rcached 1ts peak. New methods of using cosl had mde it cheaper
ané easler to usc for hecting, and new techniques of generating
Power from cozl hal made 1t possible for conl to exmpete with hyiro
for industrial power, pocrticularly in the Marltime provinces vhere
streams arc small, anl the flow irregular ond, in summer scznty.

The real test for Nova Scotla cocl will be that of cost.
Onc cannot sce oh expanding mrict, bubt a market for 6,000,000 tnns
should be possible if relative cost comlitions are unchanged., This
Weans, as we have secn, the closing of some mines ané improved
techniques in others, mnd 10 means o reCuction in sbsenteeism and
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work stoppages ani improved labour-management relaticns, How
this improvement can occur, particularly 1f there 1s mechanlzaotion,
we cannaot say. It will demend a new attitude on the part of the
men and of the company. Perhaps 1t is not so much a matter of '
wages. With mechanization, steady work, a regular market, carn-
ings in Nova Scotia mines could averasge higher than in any alter-
native occupation in the Maritimes, could average as high - in
real purchasing power - a2s in American mines, But the conditions
of 1ife in the ccal-mining towns would have to be improved and
other employment would have to be offcred for those whe could

not find employment in the mines. Thus the problem may be
largely a soclal cne, and, 1f this 1s soc, would require social
solution, a bold and generous plan of reglional development zand
soclal amellorsticn. If such a programme 1ls not regarded as

the responsibllity of the corporation, perhaps the mines should
be operated by some agency more sensible of 1ts soclal and com-
munity obligations, or perhaps some joint company-governmental
scheme coull be worked ocut. But sudch questlions of policy are
beyond the scope of this work. The scarch for a solution in
policy should rest in the first instance on full knowledge of

the problem. This we do not pretend to have offered, Perhaps,
however, we have indicated the extent and nature of the problenm
and perhaps this may encourage other investigators to enter on
the exploration of this confused and dark, but most interesting
and important field,
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Chapter 6
AGRICULTURE

gsection 1. Introduction.

The Maritime provinces are often thought of as belng prie-
marily agricultural, in the sense of being rural, unindustrialized
"country" oprovinces. As we have seen certain other occupations are
more productive in terms of money value of products than agriculture,
but if one includes all the part time farmers, the men engeaged 1n
fishing, mining and lumbering as well as agriculture, then 1t 1s
true that a larger number of people are dependant on agricultural
pursults than on any other single industry. In 1931 the rural
population of the thrie provinces was 626,284 and in 1941 this had
increased to 691,107, The Eighth Census showed 127,964 farm
workers, "gainfully employed in sgriculture",2 of whom less than
3,000 were hired labourers, the remainder being members of the
farmers' families, owner-occupiers of 77,078 farms.? This glves
us an indication of the predominant characteristic of Maritime
agriculture, the smallscale, owner-occupler mixed farm. The aver-
age holding in Prince, Edward Island would be (1941) a farm of 35
acres in fleld cro;g,u in New Brunswick of 27 acres,> in Nove
Scotia of 15 acres, These averages are smaller, probably, than
the mode and ere exclusive of uncleared and uncultivated land, so
that the typical farm holding, including the woodlot is much larger,
But 1f we are interested, as in this chapter we are, in purely
agricultural produce, exclusive of wood roducts, the figures we
have shown above are significant. Thus the typlcal Meritime farm
is a small holding, worked by the farmer and members of his family,
unspeclalized in procduce, with a2 small cleared asrea, a fgw live-
stock and, probsbly, a woodlot not too wisely explolted.

To the lack of speclallization we have to admit certein im-
portant exceptions, These are the potato industry of Prince Edward
Island and Carleton and Victeria counties in New Brunswick, horti-
Cul ture, particularly of aoples in the Annapolis Valley in Nova

ihﬁighth Census of Canada - Rural znd Urban Population.

2 Eighth Census of Cansda, Bulletin 31,

a Elghth Census of Camadea, Bulletins 5,6,18,
Calculated from Eighth Census of Canada, Bulletins 18,23,

¢ Calculated from Eighth Census of Canada, Bulletins 5,23,
Calculated from Eighth Census of Canzda, Bulletins 6,23.
Cf. Chapter 4,
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Scotin, and the middle reaches of the Sailnt John Valley of New
Brunswick, truck gardening zlong the lower Salnt John and
Kennebecasis valleys in New Brunswick, and in the Truro area in
Nova Scotla, dairying centered in Hervey and Sussex in New Brunse
wick and Truro in Nova Scotiz and haylng on the Tantramar, From
some of these speclallized crops, potatoes, apples, hay amd fox
furs, there was some surplus for export but others, notably the
dalry industry, were not adequate to supply the domestic market.
The Maritimes were not self sufficient even in agricultural pro-
duce actuzlly grown in the Maritimes, and had to import grains,
feeds, dalry produce and meuats, 2s well cs the usual agricultural
imports usual to all Canadian provinces.

These provinces have particular climatic and soll advantages
which would seem to indicate the sort of agriculture which they
should sustaln, although we should remember that questions as fo
the accesslibility of foreign markets ond the degrce of 1solation
of the home market, =2s well as considerations of comparative
sdvantage are of importance in determining the propsr localisation
of industry. We might, however, =2sk what the zgricul tural experts
regard as the crops most suitable to the natural capaclties of
Maritime soil ond climate anmd then ask whether there are or are
not economlc considerations which militate against speelallization 1in
these crops. On the evidence avallable to the present writer it
seemed that the preponderance of expert oplnlon lecned to the view
that the climate oné soll of the Maritimee gave these provinces
marked advantazes in the production of grasses, hay and wood crops.
In certain sections other specialized crops could be grown, notably,
potatoes in the so=-called clay belt which includes most of Prince
Edward Island and two counties of New Brunswlck, 2apples along the
river valleys of the Saint John and the Annapolis, cranberries and
other bog crops in the low aress of wood swamps, and perhaps small
fruits in the Grond Lake area of New Brunswick, If we cxclude these
exceptions for the time being, so that we shall be sreaking gen-
erally of New Brunswick and Nova Scotia, but not of Prince Edward
Island, we find that the natural capacitiecs of climzte and soil
indicate certaln very definite lines of agricul tural speclalization
in the provinces. The crops, speaking without regard for the
excepted areas, ouwght to be hay for exzort, beef and dairy cattle,
sheep and hogs, and forest crops., This suggests twd types of
farming, one the highly specialized dsiry farm, a large unit with
the farmer devoting full time and emvloying help to tend the herds.
The other ie the mixed farm, where the raising of some fairly "easy"
animal, such as beel cattle, hogs or sheep is combined with mixed
Ssustenance farming in summer and woodlot operations in winter,
Maritime farming has already developed somewhat in this direction,
but with important differences. The emphnsis hzs usually been in
Tfavour of the mixed farming, or uneconomic exploltation of the
woodlot, The cxperts emphesize that the Maritime's great advantage
lies in the raising of stock. One expert ezid that on 1and, that,
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- though it graded high for fertility cmong sample lands in New
Brunawlck wns nevertheless rated cbout 50% below the fertility of

a simllor experiment-l plot in Ontario, he nevertheless obtained

a much better acreage yigld of timothy and clover than his

Ontario opposite number, Moreover the climate and natural topogw
raphy are sultable to cattle and stock raising, With these natural
advantages the agricultural experts seem to believe that the Mari-
times should be stock country, with the emphasis on "easy" stock
where other crops will also demaond some attentidn or where there is
an inadequate labour sudply for cdolry cattle, and on the dalry
industry in arecs where it can be profitably malntained. There
seems 1ittle, if any, evidence to sucport the contention frequently
heard that Maritime hogs, beef or sheep need be of inferlor quality.

There are not, on consideration, serious economic objections
%o 2 stock Industry in the Maritimes. The domestic morket zlone
would consume twlice the present dziry output, more than twice the
present beef output, and = considerable increase over the present
output of sheep and hogs. For competition in the overseas market
the Maoritimes are favourably situated with respect to the greatest
importer of meat nroducts in the worlds, The present imports come
from considerzble distances and ought not to be able to hold any
price advantage in the Maritime market over domestic produce, The
only disadvantoge is the dependence of the farmers on imported
grain feed. During the war this has been overcome by what amounts
to o federal subsidy on feed, snipped to Maritime stock ralsers,
but there is no reason to belleve that this subsidy will be per-
manent, Agriculturalists do not believe, however, that this is
a seérious objection to stock ralsing in the Maritimes, More feeds
coulé be grown locally in place of other oroduce and others could
be imported if necessary.

A far more serious objection - or rather obstacle - to the
development of =2 beef cattle industry in the Maritimes has been

the feollure to establish proper supervision over the slaughterhouses,

A good slaughterhouse will establish proper standards of feeding
anc. breeding and grade the beef properly, It will refuse unsult-
able cattle end it will see that the mcat 1s properly treated and
hung, It will protect the public against inferior quality and
against disease ond infection. In the Maritimes animals are killled
under the most unsuitable conditions and no effort had been made
Prior to the war either %o protect the public agalnst the dangers
of disease or to set and malntain prover standards of quality. Thus
Maritime Y"domestic" beef enjoys a poor reputation, Many people -
lncluding those of income classes which form the most profitable
Derxet - will not buy cdomestlc beef and believe it necessarily
inferior. The Maritime Beef Cattle Growers' Association have de-
mongtrated that properly graded, inspected and slaughtered Maritime

Superintendent of a Maritime experimental stotion, in conversation,
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becf 1s of equal excellendéde with western steer beef but a difficult
task remains for them to convince the general buying public, !
Incdeed it is doubtful if thls is the proper wey to set zbout it,
because no demonstration is sufficient if the bulk of domestic

beef is to continue to find its way to the consumer via the oresent
local slaughterhouses, There 1s scmething of a viclous circle in
thls problem, for 1t 1s impossible for a small packing house which
meets all the requirements of good practice to compete with the
large houses of central Canada, znd the development of large pack-
ing houses is possible only if = large volume can be assured, To
ensure a sufficient volume the beef cattle industry ané the hog

and mutton industry in the Mcritimes would have to be grestly
increased. The problem is not to find a market but to ensure an
adequate flow of supply. Of course a fullscale packing plant is
not necessary and some of the farmers arguce that it is not desirable
because they believe that large plants of that sort, acting as
monopsonists, depress the price which the farmer can obtoin and,
selling to the public as mononolists, ralse the price unnecessorily
to the consumer, thus creatinz a price spread that 1s unfalr equally
to the final consumer and the primary oroducer, It 1s unlikely
that this contention is without truth, though the establishment of
a second largesczle meatpacking plant in the Maritimes might intro-
duce an element of competiticn which, consilering the restricted
supply of cattle, would react favowably both on the farmers and
the consuming public. Though on the basls of present evidence it
is impossible to be certzin one might advance the followlng tentative
conclusions about the present stcote of affoirs, The single meat-
packing plant in the Maritimes is a partlal monopsonist. It is the
only buyer of 1ts sort for large zreas of the Maritimes, though in
northern New Brunswick it has to mcet competition from Quebec buyers
of & simllar sort, but 1ts position 1s in part regulated by
alternative though less satlsfactory cutlets through local
slaughterhouses. Unfortunately the local slaughterhouses, being
what they arc, compete only on low quality animals, and conse-
quently the former wao has ambitions to develop high quallty stock
and get into the best market 1s usually faced with a monopsonist
buyer., Moreover the single firm is by so much the biggest buyer
that, llke all monopsonists, he is cble to exert a dlsproportiohate
influence on the price. Thus therc is some Jjustice in the come
Plaint thot the single packinghouse dominntes the market anml sets
the price offered to the vrimary nrolucer in the Maritimes, But

as a monopolist, selling to the public, the packinghouse hnos to
meet the competition of firms all over Canada. Unless it is true
that there is 2 price agreement in the meatpacking industry on a
national scole, there are very definite competitive limits put

upon the price which the packinghouse can charge the public,

Now the packinz house in question is small compared with those of
central Canacda =nd consequently 1ts overhcad charges are a high
Proportion of its unit costs. In order to put its oroduce on the
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morket at o price walchh competes with meat shlpned from Quebec
packinghouses 1t has to kcep oll 1ts cperating costs at o minimum,
The conscquencc has been, considering its mononsonistie, but not
monopolistic, position; that thcore is a strong incentive to keep
its row naterial and labaur costs Cown. Thus there 1s probably
truth in thec two com»laints that are frecquently levelled agzinst
the meatpacking industry in the Horitines, that 1t pays low prices
to the primary prolucers ani low wagcs o labour, The casc for
the company can be Hresented briefly. If it &id not do this it
would have to go osut of business. There is no other solution
consistent with its small volume cf business. If it Gid go out

of busincss the becef cattle and the high grode mutton end pork
sroducts industries would disappear in the Maritimes and the »>rimary
producers dependent on a packinghcouse capable of taking good
quality stock would be rulned.

It would be presumptuous to attemot to set out the proper
solution of this problem. It is possible it lies in the estab- |
lishnent of a competitive packing plant, but this is rather wi she
fud thinking, because the low velume of raw material production
is such that no house is lisble to attempt such an undertaking,
It would not be profitoble, ond we cannot look to private enter-
prise to operate without some expectatisn of profit. Another
solution is the establishment of a fow strotegically situcted
modern slaughterhcuses, sufficiently large to receive a federal
inspector These would have to be estsblished either on a
municipa19 or cooperatlive basis and could not be expected to be
orofit-making concerns. Thelr effect would be to stinmulate the
beef cattle znd other stockraisinz incdustries, to protect the

onsumer, and to stimulate the comestic consumptisn of good
quality domestic meats, and to improve the price to the primary
producer. The cffect on the present meat packing estzblishment
might be harmful zt first, but if the production of good stock
was stimulatel, as 1t should be, the general effect ought in the
long run to be beneficial to the mestpacking industry, because it
would incresse the flow of raw meteriols and enable the plant to
operate on a sufficient scale to be able to raise its price to
the producer and cven its wage rates.

Whereas beef cattle, hogs and sheep can be ralsed on a
commercial basis on a form which is not sheclallized, dalry cattle
require, in gquantities commercially profitable, full time attention.
The Maritime dairy industry oroduces barely half domcstic require-

J Saint John and Frecdericton hove both started municipzl slaughter-

housee of the sort suggested here. Thls wartime development

should show the practicability of suca municinal ventures, ané if
ghey prove successful they may well be imitoted in other Maritime
dwns,
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mente and cught tc be expanied. Pricr to the war expansion was
in procoss, cné dalry farmers were finiing i1t = profitable line

of agriculture, With the Eurcpecn nerds broken un and partially
ﬂestrcyed there arc great possibilities for z profitable dairy
industry in C&utlc country like the lMoritimes. Indeed the dalry
industry would scem T2 be an idezl industry in every way for these
provinces, considering their climate and topography, thelr
geographic situstisn and the sc;lb of agriculturzl undertoking.
Any agricul tur-l sollcy for these provinces should surely stress
dailrying cs onc of the prime supports of a profitsble and stzble
nzricul ture.

The opinion of sgriculturcl experts seemed fairly unznimous

that in the ;otuto and annle industrics the Maritimes had two
specialized cash crops, dependent =n on export market, that,
vﬂluhblc as they are, had been over etyloitcd. An exvort crap 1s
alwsys hazardous in o speclal way. All agriculture ig hazardous
in 1ts Cependence on weather and naturel conditions beyond the
control of the farmer, but an export crop has also the hazard of
gharp changes in the world price, changes which may result in a
bad market in ycers in which the crop ls goold and good markets in
the years when the weather has been unkind to production so that
therc i1s 1ittle cro» if any to sell, Of course, it may be argued
that 211 crops are subject to the same vagaries, but there is a
marked Jifference between the stzbility of the domestic market
for dairy produce and of the export market for seed potatoes.
In the Maritimes the potato formers and the sople growers hove
tenZed to specialize entirely on thelr cash crop., Along the
Annzpolis Valley you will see grest orcnards, beautifully tended
anl sclentifically cultivated; small gardens may surround the
farmhouse, but no very sericus effort is commonly made to develop
any alternative crcp o the apple. The same thing 1s true in the
2otato dicetricts, though Derneps less so in parts of Prince Edward
Island than in north-western New Brunswick. Some of these farmers
have enjoyed years of wealth, years in which their incomes exceeded
by many tincs the farm incomes of other fzrm groupns, In other
years they have foundl themselves destitute of income, obliged to
live on their savings. Moreover, verticularly in some of the
Potato arens, they have gone fzr in cropping out their land with

single crop, and in parts of Carleton County the New Brunswick
Jotcto grower hos to face in the very near future a scriocusly
declining fertility and a reduced crop per acre,10 The South
Aﬂericqn market is o decullarly unstable one because of the depen-
Gence of South America for foreizn exchenge on the state of the
world market for their exports. There would thus seem to be a
strcn case for the ev;lg:ncnu of some sifelines in these spec-
uliZCd farms, sc as to give greater stabllity and a more even

10

Minutes of on interview vith =zn agrononist,
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farm lncome, Herketlinz methods have tremendously imoroved and it
is less true today than it was that the Zotato or apnle shipper en-
joyed the oprofits from a price szresd that was at the expense of
the prime sroducer, Thoush cooperative marketing is not character-
istlc of either inlustry, it exists in both, and associated market-
ing with zZovernment supervisicn and assistance and with rigid stan-
dards set and maintained is the rule. Probably the m rketing ar-
rangements in these two soveclalized crops are better organized than
in any other line of Maritime agricul ture. 3ut the time is coming
when the potato growers will have to diversify their crop, and the
apple growers, though less Dressed by soll condifions, might do
well to consider a similar nolicy. The 1deal diversification would
seem to be zalong lines of stock raising, mixed.crops and fodder and,
in some areas possibly, other smsll fruits.

24 Effects of the War on Maritime Agricilture.

On the basis of this partial and brief summary of Maritime
agricul ture we shall attempt to state and assess the effects the
war has had on this industry. Clearly the statisticsl indicetions
of the Eighth Census, taken_in 1941, cannot be relied upon to point
solely to wartime changes,ll nor, on the other napd, will all the
wartime changzes be revealed in these statigtics, Yet these are
the most reliable statistical indices we have, so we sppend some of
the more significant tTables to this chapter and, in the course of
this sectlon shall make some reference to.them, The tables are
documented where they anpear so that textual documentation is
omitted.

"The grestest influencel’ of the war so far on Maritime acri-

11 Changes, as we shall show, in the balance of rural %o urban popu-
lation would eppear to have taken plece Tarough the depression.

12 Many of the mare notable wartime effects were not pronounced in
the summer of 1941,

13 The balance of this chapter is based on a gtudy entitled "The
Influence of the War on Maritime Azriculture" made by Professor
J.E, Lattimer of MacDonald College for the Institute of Public Af-
fairs, Dalhousie University, as a part of thls general research
Project. I hzve, wilth Prol'essor Lattimer's permlession, quoted ex-
tensively from his study; i1 »laces, however, I have summarized and
in places have appenied matorizl of my own. Such msterial I heve
footnoted sp as to free Professor Lattimer of any responsibility for

ny opinions. The extensive direct gustations from Professar Lattimer's

study are in inverted commas, and will not be further documented in
footnotes, I tske this oppe:tunity of expressing my gratitude to
Professor Lattimer for permission %o mzle thlis use of hie work,
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culturec nas becn %o make Jobs available for the surplus labour wailch
rural areas usually provide,

"This is another way of saying that the greatest influence
on modern commarcialized agriculture is to ralse the purchaslng
power of thosc engaged in other industries. This is no new or
recent discovery, ©Nor is it confined to the area under dlscussion,
Yet it becomes clear in this partioilar perliod because the war
followed meny years of uncmoloyment in other industries. It zlso 1is
especlally apparent in the kKaritime provinces on account of the
proximity of the area to the chief theatres of war,

"The absorption of the surplus labour in agriculfure in war
work has zlre=dy had = pronounced infTluence on farming. Not only
hos this development expanded markets for food products gencrally;
it has glso left fewer Tarm workcers to share the increased returns.,

"The nature of the war and its changing influences from day
to day must result in wvarlation in influence on different sections
according to their speclel lines of production. Hence any general-
ization can scarcely be expected to 209ly to all arems. Even in
an area wherc the general result may hove been in one direction
some cxception moy be outstandiing, In wartime, some types of bus-
incgs benefit; others arec casualties, Something simlilar may occur

in farming. Agriculture in the Maritimes furnishes some few examples'

of war casualties (such as zpple nroduction) thouch the general in-
fluence hzas been to increase rcturns.

"The most influentisl factor on farming is the number, loca-
tion and shifts in the population, The trend in populstion in the
Mari times was ooparently quite different in the last decade o8 con-
trasted with the previous similar period, From 1921 to 1931 the
area recorded an incresse of 8,775 or 0.9 per cent, From 1931 to
1941 the increczse was 121,307 or 12 per cent. Part of this change
was due to the war whlch was well on in its second year when the
census was taken. Part of the change was due to cther causes.

"Wherc this »opulationn increase occurred gives some indice-
tion of why it took place. The increcsse of 121,307 was mode w of
on incresse of 68,723 in the rural and of 52,58& in urban population.
The reversal of trend was in the rursl propertion of the population.
The recoréd of rural populction has been downward for many decedes.

In 1901 the rural populeticn was 672,230. In 1931 it was 526,284,
In 1941 1t was 691,107. The rural populaticn of the area, after
declining in the first three decades of the century by 46,046 added
68,723 in the decade from 1931 to 1941. This is the outstanding
revelation of the 1941 census records,

"Thigs cdevelopment carnot be cue to the war though the war
was under wsy when these records werc taken. It wzs clearly due to
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othor couses. The cause wase that durlns the thirties the surplus

populctisn of the rursl districts wes not absorbed by local indus-
try or tempted to migrste. The surplus population remained where

it was provided, not being wanted elsewhere.

"The provisi en of population is quite o contrast, The
recorés that enumercte the pecoplec classify them by sex and by agc.
In 1941 there was an cxcess of males in the rurasl parts of the arca
of 39,729. This wos an incre-~se of 18,9 per cent in the rural’
area during the ten-year »oriod. On the ather hand in the urban
part of the area the excess of females weas 11,401, an increase of
36.2 per cent in the decade. The differcnce in the proportion of
the scxes 1n the wban and rural narts of the ares warrants further
Study‘-

"Dependence on rurzl Gistricts to orovide the people far
urban areas is customary, In 1931 the rurzl élstricts of the area
undcer Giscussion recorded 220,8 cnildren under 15 ycars of age.
The totzl female portiocn of the rurzl Egrts numbered 296,441 ot
that time. Therc were, therefore, 1l.,3% females per child under 15
in the rural districts. At the same timc the urban areas numbered
195,546 females all told and 118,864 children under 12. In urben
arceas the number of females per chlld under 15 was 1.65. In 1941
the position is changed somewhat. The number of females per child
under 15 yecrs wos l.45 in the rural ané 1,91 in the urban arccs.

"Obvisusly the rurzl arcss zre much le ss attractive to fo-
males thon malece. Even though therec are many fewer females in the
rural districts than males the provision of people is proportion-~
ally greater., The rural women carry a proporticnslly heavier
burdecn than thosec in urban arecs. Tals is a sociclogical problen
of some importance. The wrilter is willing to turn this over %o
the sociologists. But not before suggesting that i1f increszsed
population is desircble, then, the question might be considercd
as to whether it might be more effective to make loecal rural greas
more attractive to femnles than to spend so much effort in trying
to entice migronts from other countries,

"The greacter increszse in rurel than in urban districts
Curing the deccde of the thirties was not peculiar teo the Maritime
area, The quinquennial census of the three Prairie provinces
of fers another exeaple. This revesls clso the part of the decade
thnt witnessed the greatest extent of this trend. From 1931 to
1936 each of the provinces of Hanitobs, Saskatchewan smd Alberta
showed a mudh greater increzse in mrel than in urban populcstion.
During that nericzd only one province, Alberta, recorded any in-
Crcase in urban populatisn., The totzl increzse in populsti-n for
the area in the five-year period was 51,362, The galn in rural
population was 68,939 and the loss in urban was 7,637. It is not
Unusunl for the Western mrovinces to show o gain in rural population.
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What was surprising was the dcercsose in urban population in that .
peris&s This was o reversal of trend, This change left the proe |
sortion of rurcl fo urban population higher in these provinces in

1936 thon in 1931, The census of 1936 indicated the existence of
surnslus labmur on farms thot was not belng absorbed by other ine
dustries. The 1941 census revealed the same condition in the
Maoritines.

"The lack of opnortunity for surplus farm labour to find
cmployment in other industrics is clcarly revezled by onc part of |
the Maritimes that 1z particularly dependent on farming., This is !
Prince Edward Islands The population incressed in the decade fron
1931 to 1941 for the first time in forty years.

"Additicnol workers in farming might easily be absorbed
partlcularly ine ide the house 28 has been suggested. This might be
all to thc good if farming was profit able encugh to afford it,
Additionzal workers might be necessary if and when accompmniled by
incressed procduction. This will be the next topic of discussion,

"Moeny interested people wondered how the fairly large harvest |
of 1940, the first year of the war, was garnered with so little
apparent difficul by, in regaré to labor, The 1941 census flgurcs
explain wvhy. In 19&1 the number employed in farming was 11&,7?7
larger than in 1931, Absorption by the services and industry since
the census was tsken left scarcely encugh farm workers to secure
the bumper crcp of 1942,

"The Maritime provinces reported 19,305 more workers in
farming in 1941 then in 1931, The gradusl absorption of this sur-
plus lasbor was particularly apparent in a county of Nova Scotisa
vhere a comprehensive survey was carricd on durlng these years,
Cumberland is a county of many industries including forestry, farme
ing, mining, manufacturing and fishing. The cutbreak of the war
stinmulated first forestry ond mining, By 1941 mining was to some
extent limiting the labor available for lumber operations., In 1942
assembling plancs and bullding minesweepers drew labor from some
distance. Duringz these yecars the labor available was somewhat
Spetty, even in this one county. This spottiness of the labor supply
is folrly tvolcal, Districts where war activity is apparent records
lobor scarcity while only a few miles dletant there 1s no great lack

of labor, Tiils was particularly noticcable in 1942 on the South
Shere of Nov~ Scobin.

X "The effect cf the war on the wages of faram lobor in this
area was proncunced. Thls is mede clear by a comparison of the

ga%e_rates reported for farm lubor in the area as contrasted with
Ancda ns £ whole,
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Yearly Wages in Farming

(Mzles)
Canada Blals N.S,. N.B.
1939 Lol 2 Lso 439
19 546 339 uge 518
1941 559 98 631 o5

UFrom 1939 to 1941 the woges of farm labor incrcased 32 per
cent for Camds as a whole, 33 in Prince Edward Islond, 40 in Nova
Scotia and 42 in New Brunswick. In 1941 the highest yearly wages
in farming were pald in Nove Scotia., The second highest was British
Columblia and the third, New Brunswick, Prince Edward Island even
with the Hronounced incrense in 1941 over the previous year pald the
second lowest wages in that year, the lowest being pzld by Saskat-
chewan., It seems clear that these xovinces that depend most com—
pletely on farming securc labor 2t the lowest wage. Perhaps a bet-
ter way toc say 1t is that those provinces that hove the greztest
competition from ofher industries incluling forestry ani shipping
pay the highest wages for farm labor, This was not the case in the
war of 1914-18, The influence sn cgriculture depends on the type
of war, as we sholl later see. In the meantime, 1t is necessory to
analyse further the census figurcs on farm labor,

®An increase in the number of workei's in zny busincss must
bc compared to the volume of cutput in order to get anything ap-
proaching accuracy of appralsal. Complete census reports are not
yet available, There 1s one comparison that ncy be made., Figures
for the cropped area as well as the number of workers are avallable.
The increased number of workers in 1941 cropped fewer acres than
did the smaller number in 1931, The following tesble gives sone
neasure of the outout ner man,

Ares Field Crons per Worker

1931 1941
Area Field Crops 2,027,610 1,825,26
No.employed in Agriculture 108,659 127,69
Acres of Field Crop per Worker 18,7 1fl-.3

"Insofar as area of flelé crops is concerned there was appar-
ently more farm labor avallable in 1941 than in 1931, Field crop
area is not by any means the only measure of output, Even in field
®fops 2 shift from low ylelding to high yielding crops per acre
fuch zs from hay to notatoes might go some distance to even up re-
Sults, There was a slight incresse in the potato area. In round
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numbers the average area devoted to potetoes in the flve-year
period from 19BE to 1939 was 114,000. The three-year average
from 1940 to 1942 was 116,000 acres.

"During the decade numbers of livestock declined. ' The
decline amounted to between 5 and 6 per cent in cattle and hogs;
poultry 12, and 35 per cent in sheeo. It appears that the in-
crease in number employed in farming was not due to more farming
being done., It was apoarently due to numbers of workers walting
on the farm for something to turn up. It turned up all right in
the followlng year., In 1942 the scarcity of farm labor was a
subject of remark.

"At = public meeting of farmers in 1942 some information
was sought on the farm labor problem. The answer was "there is no
problem because there is no labor; we Just do what we can", How
true this was for that section 1s confirmed by census reports. Of
the 127,964 employed in farming in 1941, only 23,370 were hired,
This was 18.3% per cent. When over four-fifths of the labor supply
depends on the farmer himself and his famlly whether hlred labor
18 avallable or not 1s no great problem. The trouble is the spotti-
ness and scasonal nature of labor requirements. Again the sltua-
tion has changed tremendously since the census reports.

"In March, 1942, provision was made for what was termed the
mobilization of manpower under National Selectlve Service. Food
produc tion was announced as one of the most essentlsl clvilian tasks.
To ensure and maintain a supply of farm lebor, 1t was announced that
any one ecmployed in farming on March 23, 1942, could not take snother
permanent Jjob outside of the armed services without applylng to the
National Selective Service. Temporary Jjobs by farmers up to 30
days require no permit. Worklng in the woods i1s also considered an
exception.

"Deferment of entry into the armed scrvices may be obtained
by farmers provided they are key men in the industry. The decision
as to whether they are indispensable to the imustry or not 1is
declded by county local men. Judging from travelling with one of
these county men the enqulry as to the need for retaining farm boys
ontthe farm 1s in at least some cases very consclentiously carried
out,

"The assistant director of National Selective Service in a
recent address at a meeting of the Ottawas Public Affalrs Council
1s reported to have said that after three years of war, workers in
Civilian industry numbcred more than at the outbreak of war. Only
in agriculture had there been a loss of labor, Canada's menpower
Yotalled 5,500,000, an incrcase from 1,300,000 at the outbrezk of
War,  The breakdown was 10 per cent in the services, amd 48 per
Cent in civilian industry. This latter portion remasined the future
Source of necessary mahpower,
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"It is not surprising that asriculture has so far contributed
nor¢e than it s sharc to the scrvices and to other essentizl jobs.
The difference in wages as between agriculture and other industries
is suf ficlent explanation Af any explann tion 1s neceded. The loss
of lzbor from ggriculture was from on 1ndustry that was overmanned
in 1941 compared to the output of the indus try. The loss of labor
consisted largely of those who were walting and ready for more
lucrative jobs. This loss of labor resulted not only in raising
wages for hired farm labor but zlso ralsed the income of thosc
farrers working for themsclves. This was simply because there werc
fewer workers to divide the returns among, What has becn termed
the freezing of farm labor to the lani is rather a hard thing to do
with wages nigher in other industrics than in agriaulture., I% does
not square with cquality of opportunity. The ob ject of 1t is %o
gnsure increcased food produc tion ond at the same time meaintaln price
cellings,

"No detallecd discussion of price ceilling 1s necessary here,
Yet in order to assess the inf luence of war on agriculture in the
area under discussion, or any other area for that matter, 1t 1is
necessary to give this policy brief mention., It 1s z21lso nccessary
to remember o few things, to keep the record straight. Amcng the
polnts to remember in connection with pri ce ceilings are, first,
that the object is to limit inflation. With thls objective every-
one, farmers included, is in cheerful accard, Second, that at the
out brezck of the war orices of farm products, farm wages and farm:
land valucs were low, Prices of farm products were much lower in
August 1939 thon they were in 1914, Farm land values were much
lower in 1939 than in 1914, Wages of hired labor on the farm werc
higher than in 1914 sctually but were muca lower relatively to earn-
ings in other industries in 1939 than they had been in 1914, Third,
when price ceilings were estoblished in the fall of 1941 prices of
farm products were as usual not entirely in line with one another,
For instancec, prices of animal products and fleld products were in
rather unusuzl relationship. As different parts of Canada provide
various farm products 1in dAf ferent proportion it follows thet the
influcnce of stobilizing mprices of that period would have varylng
results cn different sections., Fourth, the quantity of some farm
produc ts required has been and is being increpnsed, Consumers are
willing and anxious to get more as time gocs on, Why should they
not want more when the price is stoble? It is hard to get increaosed
volume of some goods without roising the price. This is particularly
true where there is no ceiling on cost of production, including
farm wages., Fln: 11y 21l sorts of indircct methods have been used
to increase volures of farm products and at the same time maintain
Price ceilings, Thesc incdirect methods have included reduced
freight rates, fertilizer bonuses, amd bonuses on procw ticn., The
taxpayer or the meney lender haos been drafted into the service
Of £filling in the hiatus that zrises between what people are paying
for their food and the necessary suprly m™ilce required to ensure



170

production. This 1s not a policy peculiar to this country, ‘It

1s also followed in Britain and Germany. It is also beirng provided
for in the United States where price regulation was only recently
established. This general policy sterting as a war measure has

now the support of Sir John Orr as a peacetime policy. It is an
indiréot family sllowance, Whether 1% ceases or continues with

the close of the war will be influential on postwar conditions.

"The influence of the war on any ares depends upon the type
of war developing. There are some similarities of the current
conflict to that of the war of 1914-18, For instance, increased
demand developing for bacon, cheese, and manufactured milk produc ts.
These eventualities have been foreseen =znd pointed out. There is
another similarity important for our survey. This is the lack of
material increase in price of farm “roducts until the third year of
the war (1917). Development was somewhat similar this time. It
was around the start of the third year of war tThat price ceilings
were establighed.

"Differences in the present 2s compared with the earlier war
are more significant, The overrunning of Europe cut off many
sources of British food supply in 1940, This increased cdependence
on Canzda for food requirements. Another difference was the des-
truction of shipping. The destruction of shi pping was started ln
the earlier war in 1917. 1In this conflict the destructlon of ship~
plng started with the outbrezk of war. This had a great influence
on overseas outlets for farm products,

"So far a contrast may be mande between the two periods.
During the first three yeers of the carlier war devendence on
Canada increased for wheat and other grains, In this war outlet
for greain 1is restricted and demand for bacon, cheese, and manu-
factured milk products enormously incrcosed. Thls development hes
influenced agriculture in the different areae of Canada depending
on the products of that arca."

In the Maritimes the greater influence on dalry waroducts
and livestock has definitcly encouraged stockrailsing, This encour-
agement has shown 1tself in three ways, by the increase in outpute
of cheese, butter and milk, an increcse limited only by scarcity
of labor, by an increase in the quantity of stock, particularly
hogs, kept on small mixed farms, and by a marked improvement in
the quality of stock, an improvement partly attributable to better
sires, but largely to the development of artificlial semination, a
sclentlific advance in the use of which Mariltime farmers have led
the Dominlon. Perhaps the appezrance of good municipal slaughter-
h??ses iﬁ Fredericton and Saint John is also partly =z wartine
eifect,

1% This addendum by B5.S.K.

- T T Ty
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UTherc have been war casusltics in the farming business aos
well 2s in other lines, One of the first casucltlies of the war
was the export zpple trade. Thils is the leading surplus procduct
of the_area under éiscussion, This product has becen treated in
detailld ,,.. and does not require further discussion now, Another
surplus product is potatoes., Some distant markets were lost and
not until this year was any great expansion of production warranted
or encouraged., Another surplus farm product 1s that of fur farms,
This was also something of & war casuzlty though already improve-
ment has taken place, In the meantime many fur farms went out of
business in 1939 ond 1940, The number of fur farms in the area
dropped by 28 per cent from 1938 to 1540, Even with this liquida-
tion of breecding stock the totzl revenue from the business declined
from $1,799,046 in 1938 to §1,195,C08 in 1940, a decline of over
one-third,

"On the other hand agriculture in the Maritime areca has on
balance benefited as contrasted with some other parts of Canada
due to the effect of {his particular war on prices, How this has
come zbout requires zn examination of the movement of prices during
the perlod, The movement of prices during this was hcs been some-
what different from that of the earlier war as has been suggested,
The years from 1913 to 1920 and from 1939 to 1942 are given for
comparison,

Index Number of Wholesale Prices(1l)

1926 « 100
All Canadian Fleld Animal
Commoditigg Farm Products Products Products
ig%u gg.ﬁ ;g.g 8 .g 73.3 plus 12&9
- ‘. . . 1 .
151 gl4,3 85,8 gs.s 51. 5133 3.6
1917 114, 128, 134,5 118.4 "~ 15,1
1918 127, 132, 132.0  133.6plus 11,6
1919 134.0 1 ~.Z 142,6 153,5plus 10,9
1920 155,.9 160, 166,5 150,8 ~ 15.7
1939 7544 6k, 5k,2 g1,2plus 27.0
w8 & B oge=dd
. . . . us N
1942(2) 95.8 81.5 26.3 107.o§1us 30.%

(1) Economic Analist, Ottawa
(2) June only

15 J.H.Lattimer, Some Aspects of Agriculture in the Maritimes - Pub-
lic Affairs, Vol. V, No, 2, Winter 1941,
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"The first point to note is that price of 2ll goods was 9.9
points higher in 1939 than in 1914%, On the other hand, pricce of
farm products were 5.9 points lower, The second point is that from
1939 to June 1942 price of all goods increased 20.4% points cnd that of
farm products 17,2 volnts, The difference between prices of all
goods and farm products was greater in June 1942 than in 1939.

"A point of interest is the differcnce betwecn the prices of
the two groupe of faorm products in the two wars. From 1914 to 1917
the prices of field products ond animal products though varying
from year to year averaged very close together. From 1939 te 1942
the price of animal products averoged 34 points nigher then that of
ficld products,

"The most lmportent foctor in regard to prices is a comparison
of present prices with the year 1917 which was the thirc year of the
carlier war. Prices of farm products ns of June 1942 were 81,5 as
controsted with 128,.,5 in 1917. This is o difference of 47 points,
The great difference wes in field prodw ts, Animzl prodw ts in June
1942 was 107.0 and in 1917, 118.4%, a difference of 1ll.4 points,

"For the Maritime provinces farm income from cash sales in-
creased from 31,1 million dollars in 1939 to 37.2 million collars
in 1941, This was sbout the same rate of increzse zs for the country
a8 & whole during the period, This increase varied in different varts
of the ares as the followl ng records show:

Income from Cash Sales
of Farm Procucas

19 1540 1941
311%?3 ¥ill,.3 Mi%l.S

P.E.I. 6.4 6.5 6.1t
N.S. 12.9 13,8 171
N.B. 11.8 12,5 i M
Total 31l.1 32.8 37 .2

UThis breskdown seems to indic-te that the influence of the
war on inccme from farming hes been greatest on those areas leanst
dependent on farming. The trenl in wages Tor farm labor polnts
in the same direction., Wages paild for farm labor depend v»artly on
what the incdustry can afford to pay ant partly on what has tobe
belé in competition with other industries.

"This brings up the question of comparilson of returns in
agrliculture 2nd other industries, The tobt -l national income of
Conaca 1s estimated for 1942 ot 35,500,000,000 &8s ccmprred with
$3,800,000,000 in 1938. This is an increase of 70 per cent,
The cash income fros sales of farm products is estimated at from
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15 to 25 vercent cbove last year. By taking the medlum cstimate
of 20 per cent increazse and comparing that with the known figurcs
of 1938 cash fcrm income in 1942 is estimated to be 63 ver cent
sbove 1938, Tnis is only an esftimate and more accurate figures
will bg later avallablc. This estimate Coes, however, support the
carlier more definite records. In other words, farming in the
area has benefited from the war so feor largely because it Coes not
depen exclusively on farming.

"No study of the influence of the war on agriculture would be
complcte without vaying some attention to what farme rs consifer
thelr land is worth, For purpose of comparison the following toble
may be consulted,

Land Values per Acre

¥ B In N. 8. N. B,
S = $

1914 39,00 28,00 26,00
191 33,00 28,00 22,00
191 39,00 34,00 29.00
1939 35,00 33.00 29.00
19 32.00 28,00 2l,00
1941 3k, 00 31,00 25,00

"During the first two years of the war of 1914-18 land
values increased slightly. In the first two years of the prescnt
war, land values of the area declined,

"The natursl resources: of the major part of the aree pare
ticularly the malnlend are of such o navure that part-time farming
is carried on. The influence of the war on sgriailture depends
partly on the presence or absence of the prosperity of cther in-—
dustries which are carrled on as 2 side line to agrialture, where
farming may be the side line to other inlustries. Considercble
attention has been given to sidelinecs to farming. Less attention
has been so far given to farming as a possible side-line to other
incdustries,

"In the two vrovinces on the malnland farming and forestry
are pretty closely connected. The writer heard of a man 1living on
the south shore of Cumberland County who had his first d=ys work
in August after leaving the lumber woods in March, 1940, In the
locality where this ococurred there was mo scarcity of neglected
farm lanl, Part-time farming would appear to hove some chance
among lumbermen as well as thosc engaged in other industries,
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"In the Cumberland County surveyl® 1t was found that a
certaln portion of fize farmers intervicwed derived over half of
thelr income from other scurces. They were part-time farmers,
Their financisl returns were above the gensral aversge.

"In this survey rcturns from forestry operations werc also
included., Those farmeres who were engaged exlensively in lumbering
were also above the average. The period covered in the survey was
from July, 1939 to June, 1940, corresponding very closely to the
first year of the war. This period was more favourable for fope
cstry operations than for farming.

"Meking forest products cn annual crop on farms is somge
thing that appeals to a grezt many farmers in the lumbering counties.
The chilef A&ifficulty in such a policy would be to secure s more
uniform market for forest proiucts than has prevailed in the past.
This 1is not & vroblem thet farmers alone can solve but requires
the attention of the whole econony. Such a regularising of lunmber
operations 1s essentlal to regular cmnloyment on the farm., Full
employrment on the other hand might do much to make the denand
for lumber more uniform,l

"4 study of the effects of the war on this area makes one
point clear, Thls is the benefits that agriculture derives fron
Industrial activity, Thlis comes about in two ways. One 1s the
absorption of surplus farm labor in infus try. The other 1s the
increcased demand for farm prcaducts thnt comes about when everyone
1s busy.

"Postwar problems are now being attacked from the premise of
full employment. The war has shown that full employment is & heed
for agriculture., Therecfore the alm must be to prevent as far as
possiblc the unbalance between farming ant other industries tha
brought about unemployment during the pre-war period, It is none
too soon to set about studying how this may be done,"

One thing 1s clear; that is fthet agriculture as an occupa-
tion of the Maritime people can only be profitable under two
coniitions, which are that there shall be a high general level of
industrial activity to prevent overcrowding of the farms by sure
pPlus labor, anc, to afford a healthy domestic market, and second,
that farmers grow the sort of crops suitable to Maritime soil and
climate, The wartime effects, harmful to one of the traditional

16 A Burvey carried out by Professcr Lattimer for the Nova Scotia
Economic Acdvisory Council,

7 Cf. Chaptoer U,
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speciallzed crops - apples - and none too bencficlal for the
other - potatoes, has in general, however, produced these condl-
tions, so that Maritime agriculture is in 2 sounder stote tolay,
in spltc of acute manpower problers in some areas, than at any
time in pecont history. This improvement, 1n the words of one
expert agronomist, might be the start of 2 development that would
make the Maritimes the "Denmark of America"., Denmark like the
Maritimes is = country of thin soil of low fertility and 1its
success has laln in its acoess to o blg market, in the skill, good
sense and experimental attitude of 1ts people znd in a climate
especlally propltious for stock, The Tirst and last of these
attributes are also possessed by the Maritimes, and few natives
of these provinces, regarding their history, will doubt the
capaclity of the people to respond to proper leadership., But 1if,
after the war, there ig fallure to provide for cheap feeds, if
there 1s a collapse of world trading, if agriculture is regarded
08 a "reception industry" on ahy large scale so that surplus
labor is dumped back on the farms, the hard won wartime gains may
be lost., To become permanent they require on the part of the
Maritime people o consclous and sustained effort directed towards
improving stocks, agriculturzl techniques and marketing organiza-
tion and = national pollcy designed to prevent industrial de-
pressiocn and unemvnloyment,
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CHAPTER 6
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BRUNSWICK

PRINCE
LD
ISL.MD

NOVi
3CUTIL

177

T.BLE I

FLRM3 QGOUPIED IN M.RITIME P AOVINCES

1331 1941
New Brun.awick 34,025 31,838
Nova Scotia 33,4 33,000
Prince Zdward Islemd 12,885 12,240
o AIT T4I3 86,33 77,0

COUNTIZS 1531 1341
«wlbort 1,080 854
Carlatm 2,570 2,279
Charlotte 1,543 1,212
Gloucester 5,112 5,375%
Kent 3,088 3,084
Kimgs 2,880 2,562
Med :Wsska 1,615 1,914
Northumberlend 3,376 2,502
gueens 1,68 1,411
Sestigouchs 1,800 1,806
Snint John 500 429
Sunbury 745 509
Victoria 1,247 1,364
JJestmoraland 5,716 3,352
York 2,733 2,727
Kings 3,403 3,273
Prinea %y&dD 4,244
Quoons 1,877 4,733
Lnnapolis 2,186 2,176w
antizonish 1,765 1,427
Gapsc Braston 2,135 1,794

N " South 1,13 1,175
Colohester 2,685 4,163
Cumbo rland £,808 2,536
Digby 2,008 1,713
Guysborough 1,725 1,228
Hulifezx 2,702 1,663
Honts 2,370 2,033
Invornoss 3,027 2,785
Kings 3,085 2,810
Lunenburg 3,61% 2,80
Pictou 2,23, 2,53
Quoans 1,010 598
Richmond 1,460 1,245
Shalburna 50 639
Victoria 1,414 1,081
Yermouth 1, 74% 1,541
windieat2s incra's: in eensus poriod 30

J3ullic

°%ing%?°3f“fsfr Cen-de
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I2.3LE I1
R4, OF FIGLD CROPS

ILRITIME P FOVINGES

1931
P.E.J. N. B, N. S.
acros

xll fiold erops 434,692 353,180 574,720
Jdnont (totnl) 20,02 7,952 2,035
3arloy 3,775 3,372 7,833
Uuts 145,617 217,920 65,37
Ryo (fall) 277 212 148
3yo (spring) 10 45 13
Corn (for husking) =) 24 al
Flax saad 3 27 39
Buckvh sat 1,860 4,221 42,676
Boars 18 832 360
Pora (dry) 17 R0 56
hixad or othor grains 20,614 1,750 3,583
Caltivotod hoy 235,022 593,247 420,818
Corn for onsilugo or foddor 276 427 516
Sraia hay 1,435I 6,527 7,913
Othor fodder crops 2% 8,404 5,955
Potitoos 53,615 €0,360 22,664
Turnips & swadss 7,525 8,530 7,253
K¥nplds & suger basts(for fosd) 535 531 1,135
Uhar £i504 roots 37 219 RS
Dbeeea o= z 5
®hor o148 erops -- 3 1

1341

?.5.I. K. B, N. S.
456,22 853,505 515,656
9,748 4,651 2,224
13,064 16,374 12,074
125,36+ 192,854 67,302
372 53 366
- 15 42
16 43 36

28 213 3=
1,377 17,391 1,476
16 533 870

54 230 g0
35,466 2,1 4,735
215,353 556,176 335,06
602 1,143 844
77 5,637 6,001
87 676 206
35,85 43,182 13,469
9,169 5,685 7,305
1,387 1,03 1,33
167 15 537

3 - -

- 50 4

3ourea - Oth Qonsas 9f Conedn

Bullatin #23,



PROVINCSS

&
COUNT IS5
P .E . I -

Xings
Princo
Luecns

N.B.

slbort
Carloton
Charlotto
Gloucester
Lont

Kings
Mndownska
Lorthumborl:nd
Lracns
nastigouchs
3uint Jahn
Sunbury
Victorin

Jos tmorcland
York

1?73

T.BLE IXX

CENSUS UF LIVE S OCK

WAl TIME PROVINCES

HOUSES CLTTLE PIGS
10 1941 1036 1541 1030 1041
23,200 23,115 99,400 94,440 41,200 43,336

6,494 13,115 3,717
10,557 3,600 14,122
11,064 40,725 24,47
52,100 44,261 219,600 205,371 02,200 65,317
1,541 9,395 2,350
5,511 20,156 G, 312
1,257 8,051 1,743
3,316 14,954 4,7%
3,773 16,442 5,038
%,504 20,792 7, 516
3,005 11,740 5,019
2,773 12,361 2,000
2,195 10,442 3,515
2,034 0,490 3,222
424 2,704 931
373 4,513 2,004
2,726 8,464 3,186
6,056 2,656 &, 60%
4,77 21,602 7,047

SHill POULTRY
1080 1941 130 10%1

41,700 43,277 872,700 540,65
15,693 162,303
17,007 337,143

11,187 41,418
110,400 20,857 1,306,500 1,141,703
1,120 27,874

10,717 115,452

1,347 46,017

10,515 95,210
11,346 95,230

7,420 139, 349

13,232 62,696

5,626 50,028

2,529 33,566

4,110 32,675

151 25,657

675 21,417

3,270 47,795

2,010 140,717

0,430 13,510

Continuad on noxt pga



PROVINCES
&
COUNTIES

N.3.

annspolis
«WNtigomish
Copo Breton
Colechester
Cumbeorland
Digby
Juysborough
Hnlifax
Hnants
Invarnoss
Kings
Lunonburg
Fietou
uocns
Hdichmond
Shslburne
Vietoria
Yiimouth

160

TaBLE IIT (contiomod)

CENJS OF LIVE STOCK
MARITINIE PROVINCES

HORSES CATTLE PIGS SHERP POULTRY
10® 1021 10® 1541 0% 1oal 105 1041 100 1941

42,500 36,175 23,100 205,256 43,800 43,044 146,200 1,948 1,255,000 1,129,458
1,09 14,310 3,503 5,79 03,253
2,431 11,321 1,312 23,405 80, 340
1,530 5,035 1,875 6,911 67,176
3,047 22,215 3,300 3,023 107,459
%,635 21,180 3,300 3,057 104, 264

300 7,969 1,509 8,441 35,320

969 4,209 762 8,707 19,523

1,203 8,411 2,470 3,201 70,063
2,927 15,0 3, 339 4,430 90,035
4,530 16,379 2,540 33,666 47,747
3,029 17,255 6,340 4,718 159,072

650 14,59 3,034 4,661 86,610

4,118 18,653 3,325 12,312 115,904

172 2,740 551 550 13,550

719 4,235 555 9,762 17,286

32 2,038 377 2,077 13,330

1,472 5,507 370 g,011 20,352

270 5,011 1,302 1,410 35,019

Sourco: Oth Consus of Can dn, Bull>tins 24,827,229

Crnsda Yonr Baak, 1039

wirterly dullztin of .gricultur:l Strtistics
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L.3LI Iv

VAOUCTIVUE OF FIELD C.G3

i AIHE PAOVINCES

_— = —
Jvorege 3B = 39 “ Z1
Cr;_p s bt _Ir_. Ne Ba Ne s 1e i s Ié. I"i.S. B e ide N 3. Ne S.
3pring 'hoot 243,000 222,000 53,000 236,000 176,000 58,00< 255,000 131,000 47,000
bu, bu, bu,. '
Osts 4,667,000 6,241,000 3,012,000 4,933,003 6,507,000 3,265,000 3,725,000 6,200,000 3,394,000
izrloy 265,000 356, s, 223,000 392,009 521,002 351,00 aG5,00C 518,000 34,000
3uckvhant 85,01 651,000 07 s 134 P4,000 537, 1) Ok, 000 53,020 452,023 06,000
¥ixad Sreins 208,000 37,009 106,000 1,505,070 220,000 204,000 1,315,000 204,000 358,000
33nns - 22,020 - - 21,000 - 20,000 -
Totatoe 3,763,000 4,990,000 1,097,000 4,572,000 6,008,300 8,333,000 8,040,000 5,736,000 2,001,000
ewt. cTt . et
Turnips 2,835,000 2,632,000 3,25:,000 A/,549,000 3,340,0™ 3,511,000 2,620,000 2,082,000 3,300,000
Hny & Clovar 812,200 312,000 675,00 364,000 044,000 649,000  BE3,000 396,000 689,000
tons tons ' tons
Faddor C:m 3,000 2,930 5,00 3,000 5,020 6,000 000 2,000 ,000
Sourpco: “uertorly Bulletin o7 igricultural Stntistics
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TaIE WV

Faildd J0RKSRS
MARI TTME & ROV INGES

N.B., Total 54,087
Tamily 53,933

N.5, Total 52,216
Femily 50,993

T.E.I, Total 20,911
Family 20,549

Source: Sth Census of Canade, 3ullstin #31,

TLIBLE VI

FuiM VG ES
MARITIVME ¢ ROVINGCES

w® ¥ ¥ b=, 4 % -4

183G 3 1940 1941 1942

Canada 924,00 (17) $41.40 $51.01 364,98
T eB:ls 20,00 (13) 31.00 35,00 47,26
N. S, 25,00 (14) 39,45 50,55 63,04
N, B, 26.00 (15) 43,70 51,96 69,44

W indicates cash wagse without board, Hstimated value of boaxd in brackets,
W% indicates total waze including valus of board,

Source: 193 figures - Canada Year Book, 1939,
Other figures -« Quarterly Bullstin of Azriculturel Statisties.
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TsBLS VII

DATRY PRODUCTICN, VOLUME ND VAIDE

ILRITINE PROV INGES

PROVINCE 1937 1938 1940 1941
N.B. Milk $3,871,000 24,293,000 33,877,000 #,560,000
380,412,700 los. 420,002,300 lbs, 383,322,000 lbs,377,561,000
' lbs,
Butter 2,579,143 52,804,900 2,394,200 3,180,200
9,883,787 lbs, 11,073,100 lbs, 9,638,000 1lbs, 9,763,000
1b5-
Chease ;85,668 76,000 & 88,000 L 163,500
602,182 1lbs, 54 %, 500 1bs, 633,000 1bs, 768,000
1bs,
K8 B 1k /5,338,000 /5,717,000 5, 362,000 %6, 3% ,000
489,789,500 lbs. 508,901,600 lbs, 443,948,000 lbs,.486,379,000
lbs,
Sutter 3,420,460 3,568,900 2,952,500 %,131,300
12,329,088 lbs, 13,236,400 1bs, 11,316,000 lbs, 12,401,000
1ba.
Cheaso - 2,000 . £,000 .,2,000 3,000
2,000 lbs, 30,038 lbs, 20,000 1bs, 20,000
1bs.
P.E.1. Milk ..1,263,000 ..1,358,000 31,351,000 <1, 758,000
142,320,700 lbs, 148,537,100 lbs, 138,837,000 lbs, 147,529,000
lbs,
Butsex 969,970 01,046,600 854,800 1,277,100
3,863,508 1lbs, 4,059,500 lbs, 3,569,000 lbs, 3,948,000
1lbs,
Chasse 84,732 62,927 97,132 w13 ,352
461,353 1bs, 449,700 lbs, 881,000 lbs. 891,000
= 1os,

Sowrcs: Cen d= fLaur Book 1970

Querterly Bulletin of Azricultursl 3t<tistics
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Chapter 7
THE FISHERIES

by
Stewart Bates®

Economic Background in 1939.

At the outbreak of the oresent war, this industry could right-
1y be described as depressed. The money income derived Tram catching
and processing fish in the shore communities averaged less than
$300 per annum per man, while that of fishermen in larger centres
like Halifax and Lunenburg, although averaging $1,000 on bigger
vessels, was still low compared to other trades of comperable skill,
risk, and hardship. It will be recognized, nowever, that 1t is dif-
ficult to speak of average incomes in an industry where "fisherman's
luck! is so important a determinant of the slze of income. But it
should be understood that luck is a relative, not an absolute thing.
The poorer the fisherman, or the less efficient hls equipment for
capturing fish, the more importamt is luck as a determinant of income,
And the more highly cepitalized is the fishery, and the better the
boats, then the greater is thelr mobllity and catching nower; also
the greater the casital investment in ships, the more able are they
to withstand the vagarles of weather aznd to maimt sin greater con-
stancy of fishing operations. Consequently the more highly caplital-
1zed a fishery 1is, the less significant is luck as a determinant of
the income of those in the industry., The Maritime fishery income up
to the outbreck of this wa> was morec variable than that of the New
England flshery, where greater avallability of canital sllowed the
use of techniques that produced aore constant returns.

The depressed condition of this industry in the decade pre-
ceding this war, attributeble to the usual complex causes, could
however be said to derive from one basic weakness, The organization
and the structure had not proved adaptable to the changes that were
taking place in food industries generally, and since these changes
had been accelerated after the last war, the YMaritime fishery suf-
fered a progressive loss in its competitive position smonz food
industrics both at home and abroad. In the salt fish branca of the

¥ The writer undertook to contribute this chapter while he was at
Dalhousie University. Hils recent connection with the Dominion De-
Partment of Fisherles in no way impllies that his interpretation of
€vents In the flshing industry, as shown in this chaonter, reflects
that of the Devartment.
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industry, basel malnly on export trade, the dirfficultics were 2ore
slstent, and loss was revezloed both in . terms of the pricc that

could be haf in cxport markets amd in terms of the quontitics thesc
n~rlzcts woull teskec. This decline in the profitcsbility of thc sclt
fish trode between the two wors had far-rcaching effects, espeeizlly
on thec shore flshermen from Coonc Sable to Gespe,

The shorc communities in Ecetorn Cannda hod grown to scrve an
export trede in sulted fish., The cquipment of thesc communities,
bota for killinz and for curinz fish, wae esscntlially simplc ond
cheop, 2néd Tormerly aczd been ouite effective fer 1fs murposcs,

ftoer 1930 that equipment of thc giorc flshermen had not improved,
but had rother denrcelatcecd beenusc of the poverty of the times,
It i true thot some districts begon to speelalize in the nmore
lucrative lobster business and to provide themzelves with equipnment
accordinsly, and 1t 1s true also that others began to speccinlize
in flgh fovoured by the North Amcriceon morket, likce pickled fish
for Glouccster ond smclts and sardines, But baslcally the shores
depcndec greatly on the export trade in ground fish (cod, haddock,
hake) for thelr ceonomic sustenance. And the equipment for captur-
ing these varlcties was small in slze anong the shore communitics,
Even in the well-Xnown Luncnburg fleet the c¢sscntial fisghing method
wns sanll-sccle, It is true thot they had lorge vesscle costing up
to 345,000, but the mcthod of fishing was by snzll boant (dories
with twe men to a boat, the vesecl only scrving to gilve the men
more mobllity anéd czslar access to rore fertile fishing zrounds.

In the Marltincs fishing dcvended on men. In New Englnnd znd on the
C-onacdian Pocific Coast by 1939 the bulk of the fighing was belng
donec by boats with mochaniczl scttinz of lincs =nl netes (trowlers
and areggers, seiners, glll-netters, trollers, cte.) the men heoving
beceome net-nincers. Modern fishinz methods dld not prss by come
pletely in Eastern Conzdn, but thcir introductieon evoked the so-
called "trewler controversy" which, in 1ts frequent recurrences led

attached to the fishery, rather thzn ot strengthenins the conpeti-
tive power of the fishery azcinst the growing modernization of the
sther food incdustries with which Mgoritime fish hod to compete.
Accoréingly, Auwsing the depresslon yoors, the coatern fishery had
tried to turn back history, oand hod progresglvely climinated trawl-
ing methols untll in 1939 only threc trawlers remziped, Inflows

of such new cenitzl were not cncourcged, New capitzl 8d, however,
enter intc the manufccturing processes, cven in the splt fish
trade, wheire an ilnnovation in drying methods wos mode in Lunenburg.

The genersl lack of modern Tishing methods involved some
retardatizn of the fresh fish industry which haé been zrzofuslly
expandel froz 1908 onwards, The Cevelopnent of this bronch of the
indus try hed naturzl difficulties t2 contend with., The Conciiczn
Atlantic fresh fish industry hal been limited by the necd t5 trans-
port great ¢dlestonces, 1t never having cenjoycd the propingquity of



R

a0

lorge cities as did the New England fresh fish trade. Nor did it
possess the abundence of relatively expensive filsh llke salmon and
halibut which allowed the Canadlan West Coast flsheries to trans-
port over considerasble distances without unduly raising the
consumers' prices. '

The Maritime fresh fish manufacturers had to sell in cen-
tral Canada, or the United States, and the American tariff in the
last twenty years allowed them to compete effectively in the
United States only west of Buffalo, this competition being aided by
the help of competitive railway rates from the Canadian rallways.
With so perishable a food as fish, the above market conditlons de-
termined that the development of a fresh fish industry in Eastern
Canade depended on its ability to land fish at its shore points in
7004 condition. Since a lonz rail haul was involved, time had to
be saved at the fish capturing end of this business, and this called
for modern fishing methods, wilth proper refrigeration conditions,
right from the moment of fish capture through the whole process of
manufacturing and transport to the ultimate consumers, the bulk of
whom were approxlmately one thousand miles from the sea.

Equally the development of a fresh fish indus try required
some constancy in fish aipplies so that good quality fish could be
moved deily into the markets without the necessity of having further
losses of time in storage of the produet at any point between the
manufacturer and retaller, But to get constancy of supply requilred
modern techniques. It could not be guaranteed by schooners for
their dorymen depend very sreatly on weather conditions, and the
schooner during a year's fresh fishing will sometimes land trips
with as low as 3,000 pounds of cod or as high as 150,000 pounds,
With schooners, good weather bringe high landings when all of them
can fish and bad weather brings low landings. In short, the lack of
modern fishing equipment emphasized the "feast or famine" conditions
s0 well known in the Maritime fresh fish industry and so contrary to
what the well being of the fresh fish industry requires. A success-
ful fresh fishery probably requires daily landings at 1ts shore
plants, to enswe freshness, to mailntain constancy of plant operations,
and to reduce the present high costs of merchandising that derive
from the spasmodlc flow of fish into central markets, much of which
Tish 1s not in prime condition, leading to high spollage rates and
to economic losses., But the Canadisn Atlantic fishery entered this
war under the compulsion of methods that were essentially pre-191k,
The horizon of the fishing industry as a whole wes essentially that
of the salt fish branch. Sz1t fish had been the mainstay of shore
fishermen throughout the Maritimes and Quebec., The development of
a fresh fish industry, with trawling technlques, tended to concen-
trate fresh fishirng operations in certain ports, and under the cone
trol of corporztions which alone could provide the finances for such
operations. The shore fishermn, finding hils income from salt fish
being reduced by the intensive competition of producers in Norway,
Iceland and Newfoundland, looked enviously to the home fresh fish
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market and trled, some times vainly, to galn access, From 1937 the
Province of Quebec attempted to capitalize its ncarness to the
Montreal morket by subsidlzing the introduction of shore equipment
for freezing and storing fish, and by 1942 1t appears as if this
cperation must be considered successful from the Quebec polnt of
view,

In the Maritimes, however, the shore fishermen were limlted
by their geographical location which was far from the market., 1In
certain regions like southern Nova Scotla, nearer to the United
Stctes markets, a2nd having scallops and lobsters, more success was
achieved in entering the North Americen market, In Eastern Nova
Scotia vhere vcricties were limited and access to the market poor,
the only possible method of partaking of the home market was by
the use of more up-to-date flshing equipment and the introduction
of effectivec shore cquipment for fresh fish processing, The poten-
tiality of using small dragger operati ons by which sroups of men
in such regions could improve their productivity was dwarfed by
the difficulties of caplitallization. In New England the use of
small wooden draggers, up.to sixty feet long, powered by marine
enzines (not discarded automoblle cngines) had allowed their fisher-
men to lncrease production by using a drag or net on the edge of
shore banks, But the purchase of such vessels was beyond the finan-
clal capabllities of shore fishermen in Eastern Canada. Faced with
these difficul ties there was political pressure to try to uphold
the status quo in the salt fish industry, a pressure that led to
the establishment in 1939 by the Dominlion Government of the Salt
Fish Board, oh organization almed at assisting the fishermen-
producers of salt fish, and meeting from the public trezsury the
deflcits that they were encountering as they tried to sell salt
fish in export markets. In these merkets competition from foreign
producers was acute, prices sagged continuoudgly from 1921 onwards
as the hative consumers in the West Indles found difficulty in pur-
chasing, Canadian fishermen, faced with low selling prices and high
costs, and lacking modern methods of catching and processing fish,
required Dominion a2ld %o mcet the situation, for by 1939 Canadizn
salt codfish exparts were only one-third of their level of ten
years earlier,

War and the Maritime Fisgheries.

A student of the Canadlian Atlantic fisheries, when reviewing
the changes that have occurred up to the end of the third year of
the war, is impressed by the fact that the significant events have
been crowded into the year 1942, Indeed it might be said, speaking
broadly, that the first two years of the war resulted in effects
that appeared to be mainly advantageous to the fishing indus try:
but that as the third year of the war progressed the need for change
and adaptation in the industry became increasingly uwgent, It could
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no longer be presumed that the peace~time organization of the in-
dustry was competent to mcet the needs.

Incivicdunlism had becn pronounced in this industry, in the
fishermen no less than the processors., The scattercd distribution
of fishermcn along the coasts, and the fact thet the fishing opera-
tion itself depends on men rether thoan mechanical methods, both mode
for o hizh sensc of independence, ond lack of any integrated or co-
ordinn ted scheme of fish prodw ticn., The processors nlso reflected
this independecncec. The fresh Tish producers lived in evident rivalry
desplte the growinge integration in o ther food industries with which
they had to compete, whlle the sclt fish exporters continued thelr
independent merchanting system regardless of how competitors like
Newfoundlené had unified their selling 2gency and had bezun to preparc
products with notional morks and nationeal grodes, And this tradi-
tionzl method operated with tradit ional success in the first two
years of war as the indus try cmerged from depression and approached
prosperity. But in the third yc ar of the war the conditicns which
cllowed both individuallism and prosperity to move hamd in hamdl begon
tc dlsappear, The apporently always avalleble pool of labour began
to dry up and the fish catching process, depending so much on an
abundance of men to handle small boats, began to suffer declinc. The
shore plants, depending in turn on local pockcts of casual labour
that couXl be dipped into at will to mect the highly seasonzl and
intermittent character of both fresh and salt fish production, re=-
flected the new and completely unusuzl condit ion, The assumption
that underlsy every phase of the Atlan tic fishery -« plenty of hands -
was gradually becoming untenzble., And in the salt fish trade in
particular the additional problem of finding transportation to the
high price markets was calling for some integration of commercial
policy, compelling the industry to consider the wil sdom of providing
1ts own carricrs to the now lucrative West Indian markets, Further-
more, this industry thet had competed with "bulk sellers" like New-
foundland and Norway in the depression, now found that in the boom
1t was being confronted with "bulk purchasers" in certain islands
whe re food shortages were compelling government administrators to
unify the food purchases. Isoloted, individualistic methods of
marketing could no longer withstand this even in the salt fish trade.
Accordingly, in the third year of the war the need for new methods
of fishing ond for some improvement in capitalisaticn, snd the need
for some changes 1n the mcthods of industrial orgenization 1n the
fishing industry began to be apperent and to grow increasingly urgent,
Writinz now at the end of the third year of the war the outside
Cbserver sees only the growins cmergence of the forces that are in-
herent in adaptation of an industry to a war of this dimension, The
trends of chonge have only begun in the Canadian Atlontic fishery,
and direction is not yet so definite as in industries which have
been lonzer "ot war',

The followling paragraphs attempt to summarize the main
incidents:
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Although the first two yeoars of war showed few cffects thot
were significant, some items are worthy of note., The flrst case
ualty arose when the Unlted Kinzdom banned the import of canned
lobster, thcreby depriving Cancdlon exporters of their main narket.
The Dominion Government provicded a scheme of canned lobster con-
trol (Order in Couneil P,C, 1702, P,.C. 2521, P,C, 2522, P.C. 2997
and P.C. 2517). A market for this product wae found in the United
Stotes at satisfactary prices, ond the transition from selling in
one market to the other may be szaid to hnve been effected with 1ittlc
difficul ty. Apart from this, the first yecar of the war had 1little
cffect on the other branches of the fisheries, There was some move-
ment to provide lncrecased quantit les of frozen fish to England.

The splt fish trade, however, still requir ed subsidy according to
the rccommendations of the Salt Fish Board, the prices te fishermen
belng very 1ittle lmproved from the depression levels, dricd cod
only averazinz $5.50 per quintol and mackerel only $4,00 per barrel
tc the fishermen,

In the second year of the war the transition to prosperity was

falrly rapid in somec branches of the industry. The exclusicn of

. Norway anéd Fronce as competitors, ond the readjustment in Iceland
from salt fish production to fresh fish production for England,
allowed Canada some new freedom in the American and Carribean mare
kets, o situastion that was comparable to that enjoyed in the last
war. Throughout the second year of this war, the Canadian salt
fish indus try mdc the most of thls novel situation of boon, and
prices rose rapidly, doubling on average, clthoush some varietics
incrensed nore than this. This risc in salt fish prices served to
pull up prices in other branches of the fishing industry,

At 1ts opening the third year of the war looked as though
1t m1zht bring a continuance of zcneral prosperity in the fishery,
but expectations have not been wholly Justified, and throuchout
1942 the industry has encountered increasing difficulties., The
fishermen themselves have nct yet experlenced these difficulties
as have the processors. So far as the fishermen are concerned,
the 1942 sexson must appear as an excellent one. Whereas dried
cod from the shores averazed only $4.96 per quintsl in 1939, today
the price 1s §12,00. Pickled cod sold on average at 32,20 per
hundredweight in 1939, but now is $6.50 per huniredweight, Pickle?.
nackerel wae 54,70 a barrel in 1939, tut is now $12,50 per barrel,
Indeed the returns received from the spring ond summer fishing in
1942 may have been 80 high os to permit some fishermen to rest

1 14 will be understood that therc is no single price for any kind
of fish common to the Maritimes cs a wholg, There are s oetimes
quite wide regional disporities and the above filzures can only be
token as the nost typlcal kind of average.
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themselves from the cold winter fishing in 1942-43 scason, Thesc
increases in salt fish prices have naturally forced up fresh fish
prices, and fish which sold at o ccnt o pound in 1939 larzely aver-
age over three cents todoy, most of these increcses havinz
occurred since 1941,

But operators in both the fresh and salt filsh trades have
faced growln; uncasiness, particularly in the salt fish trade where
transportation Cifficultics have been acutc, The fresh and frozen
fish induwtry had no comparable trems port dif ficul ties, thelr nar-
kets in Canaoda and the United States beinz served by rail, and beins
progressively buoyant, ExEorts of frcsh cod fillets to the United
States which had averaged 36.80 per hundredweight in July, 1939,
reached $15,00 in July, 19ﬂ2. Since only 2 few fresh fish products
sold in Canada ore at present under the price ceiling, the rise in
home prices has also been markeds It has not, however, beeh come
parable to the rise in cxport priccs to the Unlted States, and (es-
pite the differential between the Canadian and Americeon nrice, the
fresh fish industry has attempted tec malntain 1ts treaditionsl pro-
portions of sales in the Cancdlan market, desplte the lower prilces
there, However, to both Central Cancda and the Uni ted States sales
of fresh and frozen fish have stealdily expanded slnce 1939, The
sclt fish in dustry has enjoyed hich export prices, but the market
situation has been marred in 1942 by the enemy submarine campalgn
which reduced shippinz space oné rendered the trade unable to take
full advontaze of the ool markets. Despite attempts made to send
fish by roil to the Gulf of Mexico perts for transhipment tc West
Indion mrkets, the transportetion problen became progressively
worse until in the autumn of 1942 salt figh markets were 2lmost
paralyzed, and such fish as hoC been shipped wos belnz so long
delayed en route as to increase the dancers of spellage especizlly
in certain verletics. This coniitdon was forcing the salt fish
branch into 2 search for other mcthods of transport and they were
consldering the advisabllity of usins; flshing schooners for frelzht-
ing., The salt fish trade also was becing confronted in certain
morkets by the emergence of monopoly buyers z2s governments cen-
tralized thcir purchascs of fool, These commercial changee were
compelling salt fish exporters to consider the advisability of
Torming o more uniflcd sellinz sgency such as had been common to
thelir competitors in the past,

In 1942, thercfore, 21l branches of the indus try were feeling
the welght of lmponlercbles that sccmed to be forcecing the fishery
int o fundaomental changes in cutlook and metheds, And these Qiffi-
culties were partly inhcrent 1n the organizsti-n. The inlustry
was particulorly prone to the loss of men in any boom, however
caused, The flshing industry had =z low occupational stotus, with
depressed incomes, with 1little selective activity, andé with much
short time work common to it because of seasonzal fish mizrations,

As new occupctioncl opportunltles arcsc elsewhere this industry
lost men, ond these losscs were continuous from 1939, bubt conly in
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1942 @id the nanpowcr shortagc become acute, many of those formerly
desoribed (often wrongly) as fishermen having become carpenters,
mechanicse, laobourcrs, stovedores, cte, Probably the fishinz in-
custry as a whole (Septomber, 19h2) was about 40% below its normel
labour forces.

The shortaze of lcbour in the f ish copturing process reflects
1tself in almost propeortional rcluctions in output, because the
capitzlization of every branch of the fishery has been low, Capltal
was hitherto more difficult to £ct than 1labour and the fishing tech-
nique reflected this condition., Now as men migrate from the industry |
the copital equipment is not of the sort that can be used more in-
tensively by the remaining labour. The availleble catchlng equipment |
was mainly in small boats, and as men leave the shores, these bosts
become partinlly or even totally unused. The better tye of equlp-
ment, like the schooner, =zlso depends on hand labour for catching,
and even in peace~time the Maritimcs had to rely largely on New-
foundland fishermen to man these vessels: they, too, are now in
short supply. Tod-oy in order to malntaln fish landings the situaticn
calls for equipment that willl usc fewer men and more capltsl, for
vessels thot would depend not entirely on men fishing by hand but
would depent increcasingly on vessecls with power to drag trawls or
long liness In the sprinz of 1942 the f2ll in catch was merked, but
durinz the summer the excellent fishing weather, and probably the
creater cbundance of fish populzticns resultinz from the cessation
of Eurcpecn trawler activity on the Banks since 1940, hzs helped to
maintain the volume of landinzs. Nevertheless, z chance in methods
seems to be colled for,

The Dominion Government has concerned 1tself with this supply
problem, It has taken steps to allow for the risks encocuntcred by
fishermen, in order to prevent this factor acting as a deterrent to
the occupation, The individual fisherman 1s compensated for loss of
property due to war (Order in Council P.C, 3358); and he is compen-
sated for loss of l1life, dlsability, or detention abroad as are
navel servants under the Pensions Act (P.C. 10/4029, 12th June, 1941,
and as amended by P.Cs 87/5204, 16th July, 1941; also P,C, 12/&209,
12th June, 1941), Later, as cenemy activity came close to the Atlan-
tic Coast, the Government mrovided relief to individual fishermen
and cooperatives in cvent of war damaze to their vessels, up to
$2,000 for the boat ani 3400 for gear (P.C. 5036, 3rd July, 1942).
Larger groups like corporations, it was mresumed, could afford to
cover thils with morine insuwraonce, These steos were intended to delay
the exodus from the fishery, but in August, 1942, more positive action
was taken to try to maintain or even expand production, Then the
Dominion Government introduced 2 scheme of assistance to the industry
for the construction of draggers, and for the conversion of schooners
to dragzers (Order in Council P,C, 7580). This scheme may have to be
expanded and implemented in other ways in order to ensure that shore
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fisherpmen £lso may be able to use Tishin: metheds that are likely
to producc nore fish per fishcornmen. Unfortunately, such s chemes
must be sleow o 1roJucc effcets, for in 1942 ships are scarcer than
ncn, ondé even those persons Gesirous of tryinz new flshing nethols
under the nssis tance schene may find it nflmost impossible to gain
shipbuildingz space, or if glven space, may find the purchase of
marine englnes <ependent on the enlargement of manufacturing capac-
ity in centr2l Conada. Furtheracre, 1t 1s tempting to those persons
who mizght be sympathetic to the intraoductlon of new methols, to
declay their inncvaotion until the cend of the war when there will
probably bc - surplus of vessels like mlne-swecpers that can be
used ns trawlers. Conscquently, the end of 1942 may see no not-blc
change in fishing methods =zlthough such changze 1s urgent, Never-
thelces, this year has seen -~ change in policy towards the encour-
agement of more nroductive fishing techniques. There 1s implied

in this chamging attitude, = chonte 2lso in the relative ploce of
the fresh znd sclt fish trades, respectively, in fishery off-irs,
It implies that the latter alonc cannot hope to dominate the vision
of the futurc in the Canadian Atlontic fishery.

The f ish processing plants on sheore have also encountered
losses cf personnel. Agaln the shortage did not become critical
until 19@2 and then it weas particularly acute in Halifax in the
early sprina when lcbour had many olternative jJobs, cspecizlly
stevedoring, But the problem has been comman to other rezlons,
indeed in 2ll regions where alternative occupaticons are present
in the sam locnlity os the fish plant, Today the shertaze of
labour in thc plants 1s perhaps worse than that on the fishing
boats, and on cverage plant s have only about sixty per cent of
thelr normsl personnel, a condlticn that is compelling them to
- work the labour lcft to them on lonz stretches of overtime., These
plants have been compelled to use scouts to bring In lobour from
shore communities, to pay the costs of meving new men into the
loeality, to provide billeting and accommodation, and to pay full
wage rates cven when the newcaomers arc relatively inefficlient.

This search for new lsbaur is continuous ond the future appears
Ciffiloult, With the present irregularity in fish sunnlies, shore
operations tend to be intermittent and thls unsteadiness of cmploy-
nent quickly induces the necw employees to move away again tc any of
the cccupaticns where they can be sure of stealy work and where
pcrhaps the occupatis»n 1s mere plensant thaon that of fish work,

Anc lastly, in so many of thuse rlant s the wage retes werec those of
a depressed lndustry, and the firms have nat been able to make the
wage aljustments thot were necessory to prevent the exodus of labour
into plants workinj on zovernment contracts. ages in fish plants
would probably hove to be incre-~scd sixty to cne hundred per cent
to make them compectitive with tﬂer occupmtions in the same o mmuni-
tles, The lcbour withdrowel is continuous and zetion appears to be
necessary now to stop the decline,
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In the face of this lobour shortcoge in fresh fish plants,
1t aspears that there 1s no rezdy solution to be found by increas-
ing their mechanization, So far os fresh and frozen fish manufac-
turc is concerned, technical knowlecdge has not yet deviscd a sat-
isfactory mechaniczl filleter of fish. The plant is usually a
room with choin conveyors and its technicol capacity depends on the
number of men or women avallable o stand ot the chalns and to
perform the filleting operotions by homi. Copacity of production
is primarily = manpower function. In some plants it is true that
the general layout may admit of laprovements that could increase
output per men avellable, by ensuring that waste motions in the
hamling of fish from the vessel right through the plant are elin-
inated, by determining that the ncw lobouwr nay learn the methods
of fish cutting that cre lcnet wosteful of time snd least produc-
tive of fatigue, by inspecting lichting systems, height of con-
veyors, and gener:zl condit ions of work to minimize fatigue, and
by allowing to the firms some frcedom in making fitting rewards to
those whose output is high in speed and quality. But the latter
inprovements may be only of the order of, say, ten or twenty per
cent, whereas o forty per cent increcse 1s called for even to re-
turn to normal conditions, and that is solvable only by incre=nses
in the l=zbour personngl.

8o far ns salt fish production 1s concerned, the plant labour
problem especially in Halifox is even more zcute. Oversess shipping
facilities are irregular cnd plants sre often called on ot short
notice to provide cargo 1n addition tso what had been thelr quota,
if 1t 1s reclized that the vessel still has some space avallable,
But the »acking and oreparing of salt fish for export is also dcpen-
dent »n hand labour, and = shore labour pocl is no longer available
from which to draw men to handle suddcn penk activities,

These labaur shortages cznnot be reg-rded as of only local
consequence., The scarcity of proteln foods in North America appears
to call for an increase rather than a2 diminution in fish production.
And by-products like oil, meal, =né gluc cre also essential, An in-
creasc in fish food requires no expendliture on feed aos does animal
production, nor does it take thc time of gestation that an inorense
in beef cutput reaquires. The fish are in the sea, probably in
greater numbers than in 1939, and given equipment can be prepared for
consumption, Nevertheless Eastern Canzdian fish production is de-
clining, and in New Englaond the commandeering of trawlers by the
Government has further interfercd with the fish food supplies of
this continent. Meanwhile, the demand is expanded a2lso by Britian
requirements, but so far (1942) the Camzdizcn Atlantic fisherics have
only contracted to supply canned herring to England. And no solu-
tion to the l= bour shortage i1s to be found by asking for any marked
transference of effort from the sclt to the fresh fish branch of the
industry. The islancs of the West Indies are equally short of pro-
teln focls, ané any reducticn of the salt fish made available to
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them would probably hove to be balanced by an increase in some other
protein fool from the North Americon supplics.

The Fishing Industry in Treonsition?

It hes been slready sugsested thot the peace-time orgonization
of the industry was unable to meet the demands of war and that this
issuc became more opparent towards thc close of 1942, The needs of
a war of this dimension nre far-reaching, and in this cne in partic- |
ular, the protein food requirements, both for the war and the post-
war perlods, are particularly insistent, The fishery, eswoecizlly
the Western Atlantic fishcry, which abounds in supplics ond remalns
relatively free from sea cr alr atteck, 1s cn obvious source of al-
lied protein supply, both for human food and for animgl feed. Yct
in face of this condition, the Cancdlan catch of the essential food
fishes has not expanded, but is threatened with diminution,

The immedlate cguse of this situsticn, the industry itself
would point out, is the shartzge of men ond ships, This truth can-
not be gzinsald, but 1f considecred only at 1ts face value its
acceptnnce wouléd hide other important foctors in the case., With
rcspect to schooners, the shortzge on the Atlontic coost hos not
occurred c8 it 41d on the West caast, by rezscn of extensive Govern-
ment requisitioning. The shortage has beecome nore evident as vessel
owners sold them abroad, or used them os frelghters, or nursed them
at anchoer when the fishing risks cxceeded the return thot could be
made. Since the deep—-sea fishing vesscl flecet was not large at the
outbreak of the war, and sincec normzl lesses cccurred, the above
actiong of private owners meant a loss of the naticn's catching power,

With resoect to men, the shortzsge hos been even zicre acute,
It occurred cs fishcrmen left to help to man & new navy and army: it
increased as many new emnloyncents offercd themselves, The fishing
industry had always been extravegant of aen: and 89 long as labour
could be had nore readily then capltal, 1t continucd to rely on
fishing techniques that used abuniant nmen-power, And this was true
not only of the vesscl fishing by Jdorymen: it was truc a2lso of
shore-plants that could neglect the "feast or famine" condition in
supplies.2 As other employments -pcned t2 such men betwecen 1940
and 1942, this convenient labour surplus wes lost to the industry,
A l-beur shortage followed, but the degree of that shortage wes nade
o appear very grect becausc the industry had become accustomed to
a surplus and had allowed 1ts methods, both in catching and manufac-
furing, to become adjusted to -~ plentiful supply of men, at low cost.

2 So long ns there wos nn asbuniznce of men zrmund plants, ready to be
spotted for work when supplies were gcod, ond released agnin when
they were short,
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By 1942 thesc &-ys hoC grne: whether they h-ve gone for ever 18 no
éd-ubt o considernti-n of grest urgency tc the injustry aos o whole,
bath tc the men and the firms., In this, os in scme cther ccnnec-
tions, to bc nenticned l-oter, the impact of the war on the fishlng
centrcs is likely to be more cobvious after the Eurspezn conflict
has ceased,

For two recsons, therefore, the infustry has not been readlily
ad justable to increnses in demond, It lacked the capturing equip-
ment thaot could be vsed more intensively ~nd it deoended very
greatly 2n available pools of robust l:bsur that the war turncd to
other purposes. These traits were scars on the industry, left by
its long period of denrcssion. The only two periods recently when
fishecrmen in the Maritimes could be sald with some excepntions to have
renched a level of income thnot sccial reformers wnruld describe zs
recasonably adequate, were the pericds in which great wars hed des-
troyed the flsherices »f certain competlitors and raised the buylng
power nf certnin consuners. Botwecen these periods deorcsazion had
beerme endemic in this fishcery. There was an almost chronic low
income, scorcity of capitsl, and loss of visi-n and venture as
monogenents grew o2léder o found it Aifficult to entice new capital
or new ability into the industry. Other industries, Taced wlth
siallor Cifficulties, hove scnetines organized themselves te try to
gain the cconomies, the pressure-grouping ~r the monownclics that
such c~mbinati-ns maoy bring. N-ot so the fishing industry. 1Its
inéividualisa was reinforcecd by alversity. Furthermore, its long
oeriod of difficulty was protracted by twoe sets of conditidns bey-nd
its c-ntrecl, On the cne side, its nwn complexlty =nd Giversity of
operaticns mnde unanimity of Hpini~n or sctisn exceelingly unlikely:
it ccentaoins within i1t many profucts, wildce geographicnl Cisparities
that nade for &ifferent loczl problems in different arec-~s., All this
zade for ccaplexity of view as to what the truc nature »f its de-
pressicn really was., Therc wos no slaple »lon 2f recavery to which
2ll could subscribe, no single catchword t- incite public zopinion
clther Inside or cutsidc the industry. On the other side, »ublic
opinion in Canada thought 1ittle of its fisheries. As natural
cssots, the fishing grounds of £ Halifax, Csnsc ond Sydney were rated
low while other nations roted them so high as to hove some tws hun-
dred trawlers working them continuously. The attitude of the »nublic
¢f Conada towards its great sea resources was art cause of the
gracual decline of the fishing industry.

On top of thlis, the c¢ffects of the first three years of this

war have been zéled, and the prospects of the industry con hardly

€ 8nid to have been improved. Its equipment 1s pecorer, on aversge,
and replacements have not been mzintnoined, It has suffered an in-
flatisn in costs, esnecizlly in the approximate trebling of raw
fish prices. As we have nenticned, this rise in fish prices has
8llowec the fisherman = rc-sonsble income and some chance to rehsb-
lit-te himself . But the rise has not been accompenied by any
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improvemente in fechnique or processing such as wruld strengthen
the competitive nositicon of the industry when other fishing coun=
trics rbtarn to win back markets. 8ome other food industrics in
Cronoda iaproved thelr techniques ané their equipment becausc of
war nLCdC, and they will rctain these inprovements into the peste
war veric The Tishing industry will also have to compete with
these 1niustrics for o place in the hunan stomach when peace comes,
The full incidence of the war on the fisheries, as mentiocneld before,
is likely to come loter, The well=-wisher to the Atlantic fishery

a8 the further chagrin of noting that as the Canciian consunmer
1iﬂds himself short of the protein foods B& normally consumes, there
is not sufficient fish of good quality 2vailable in Central Canade
t2 build up o consuner prefcrence. The shortoge of fish processors
in the Maritimes hae tended to lower the quality of fishtransported
~nd the opoe *tuniuy to bulld u» consumers'! desires looks like belng
lost to the industry.

Thc Hurposse =of this paper wes not to Jiscuss a long—-term

o21licy for the infustry: 1t waos merely to polnt up the most evi-
Zent i:) cts that the war hed delivered to the Maritime fishery.

In 19%7 the impnet will be greate or, because of the growlng shortage
°f fzol, ant there will be = need for greater productizn (which
involves some solution tc the problem of shortage of men ond shins)
and "“"“01 also a need for greater controls over the exbort of
figh 211 cures in order to scrve the best internctioncl Jistri-
butivn of fish, It would be futile to try to indicate what policy
in 1€%3 mignt be in each of these respects: but that policy will

g0 Tar to Zetirmine the future cf the industry, if it 1s at 211 a
poaitive policy towards cxpansion. In this critical stage of the
histnry cf the flshery, policy, whatever it happens to be, will

oe of peculiar significance to the futwre of the industry.



197

Chapter 9

EMPLOYMENT AND CAPITAL FORMATION

Section 1, Sources of Data and Method of Estimates.

The problems which we wish to discuss under the title of
this chapter may well be regarded as the most immediately imporw
tant for vost-war policy. If nublic investment on a large scale
is to be undertaken, it will be important to know, district by
district, what the probable volume of unemployment in orivate
industry is likely to be; if population transfers are to be alded
and directed it will be essentlal to know what areas after the war
will be "depletion arezs" and what mizght be natural "reception
areas"; even 2 public housing programme cannot possibly be planned
in advance if noone knows where the houses will be needed, where
the post=war population will be employed. Thus we have to esti-
mate, as far as we can, which of the new war industries can be
converted to peace time uses, tc what degree expanded industries
will continue to employ at the oresent level, what the contraction
of employment will be, and where it will be, what the expanslon of
employment in the war-restricted industries will be, aund how great,
and where the gaos between the two, the net unemployment, will be,
So basic are these questions thot much of the extensive study of
post-war problems of Canada has now been found to depend on proper
answers to them, Various officizl agencles are now sald to be com-
bining to provide an accurate and authoritative study similar to
what has been done in the United States. This precludes an attempt
on our part to duplicate this inquiry in the Maritime region, par-
ticularly since many officlzl sources of informa tlon were closed to
us, Nevertheless, since we had become interested in these problems
before the official zgencies had undertsken to inquire into them,
and since we could not obtain access to deta which would have made
possible an exect calculation, we did attempt to make certaln esti-~
mates which we here reproduce, admitting that they are azpt to be
helther exact nor comprehensive, but claiming thet they probably
reoresent fairly correct genersl magnitudes which should prove of
some vzlue in the present lack of anything else,

The Census statistics of 1941 provided some gulde to popu-
lation movements, a guide, however, waich suffercd from two de-
fects. In the first place it showed population changes over a
teén year poriod, changes which in many ceses could not be attributed

0 The war, or wnich could not necessarily be supposed to have
OCcurred after 1939. In the sccond place, many of the more impor-



198

tant changes in population have taken place since 1941, and of
these the Census teclls us nothing. Obtoining knowledge of thesc
more¢ recent changes from rctlion book distribution statistics was
not possible for us, though wec understand the Dominlon Burcau of
Statistics hopcs to use this method to vrovide population data
for the James and Inter~Departmentsl Committees on Reconstruction.
Ourselves we have been obliged to rely on local estimates of popu-~
lation, notoriously exaggerated, ond on figures supplied oy the
industries of charges in employment. 1In zll cases the Census has
been used as a check on optimistic local estimates, and, in any
case, we have concegntrated attention on employment rather than
total population, Employment Tigures published in the Labour
Gazette served also as a check on the figures as reported by pri-
vate industry, but the Labour Gozette figures are not broken down
by districts in a2 menner suitable to owr purpose. We have, thus,
been obliged to rely on less comorchensive and accurcte estimates,
but, as we have saild, thils Goes not neccssarily invalidate our
approximate resulta.i

We have been chiefly interested in what might be called pri-
mary wartime employment. By this we mean the increase in employ-
nent directly due to the wartimec stimulus, at the primary stage in
the chain of stimuli and responses caused by the war, Thus men
and women employecd in the armed scervices, in munlitions and ship-
bullding and on direct war orders form thls primary war employment.
Their demand for consumers' goods =nd the demamd of the wartime
industries in which they arc engzsged Tor material couse a secondary
increment in em»loyment in food produe ticn and rew moterlal pro-
duction ané there will be tertizry effects in distribution and
transport. Our thesls is the familiar one that the sccondary amd
tertiary employment depcnd on the primaryylfﬂftcr the wor, whon,
there is no doubt, men and women in the armcd scrvices, in munitions
and other direct war industries will be thrown out of work, thelr
unenployment, if unrelieved, will cause a decline in all other
employment and in the natlionel income.,f If, however, new public
investment is undertaken on a scole to abserb these neople theilr
demands for consumer goods and the d emande of the public enter~
prises for producers' goods will provide a sufficlent stimlus to
maintain secondary and tertlary emonloyment and the nationegl income
at somcthing llke thelr present levels. Thus in our estimates in
the Maritime orovinces we have tried to classify the wortime expan-
slon of employment =zs primary or indirect, have asked what will be

1 Inasmuch os our figures both for employment and capit=l changes

rest on these field 1 nvestizations we have not provided the usuzal
document~tZon to this chanter; the general source of informstion
is industry itself, supplemented by locszl government of ficials,
and cnecked agninst Census and Labour Gazette employment data.
his generzl reference may stand for the whole chapter,
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the probable amount of unemployment a2t the cessatlon of the war at
the primary stage, have then asked where that surplus might be most
usefully reemployed, and have assumed that the state wlll under-
take public investment of sufficient magnitude to assure this re-
employment somewhere, and so maintain secondary employment at

1ts present level. In a word we have assumed that if primary
employment ls maintalned, the secondary wlill automatically be
taken care of , and so we have been interested not in total employ-
ment flgures, or the total increase in employment, but only in

the ilncreases in what we call the primary stage. It is, no doubt,
frue that in some¢ csses the secondary employment must be of a

dif ferent nature from what it is at present, but on the whole such
changes as occur in the secondary, tertiary and later stages will
not seriously affect our estimates.

We should also note that we are thinking in what follows of
a comparatively short run employment and population adjustment. 1In
the long run the Marit ime provinces have g2ll been areas of emigra-
tion and have not retained theilr netural increase, nor can they be
expected to do so in the future if in the post war period there
are rapld developments 1in central and western Canada and the Uni-
ted States. ©So when we speak of an area as belng a post war
depletion area we mean that immediately after the war there will
be unemployment on a scale too Zreat to allow of local reabsorption;
when we speak of a reccption area we mean one Where, after the war,
industrial opportunitl es for some expansion of employment exist,
80 that some post war unemployed may be absorbed in that area.
We do not mean that such an area necessarily can retaln i1ts nafural
increase indefinitely. That would have to depend on long run fac-
fors Into which we have made no inquiry.

Section 2, Survey of Employment by Districts.

New Brunswick

A, The Pulp and Paper Towns,

Edmund stan , Dalhousie, Bathurst and Campbellton are primarily
dependent for employment on the pulp and paper industry. The towns
gaEe grown in the intercensus period as shown in the following

able:

1931 1951 rate rate of growth in
previous intercensus
period
Edmundston 6,430 7,096 10% | 50%
Dalhousie 2197u 4’ 508 12% 100%
Campbellton , 505 6,748 Lz 20%

Bathurst 3,300 3,554 6% -1%
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Local estimates for Campbellton and Edmundston would give these
towns 7,000 and &,000 resnpectively in 1943, This growth, however,
suggests no extraordihary war time changes. The rate of growth in
the previous census period was in every case but Bathurst greater
than that between 1931 and 1941, To the extent that these communi-
ties are dependent on the pulp and paper industry thls was to be
expected. The industry has been comparatively a flourishing one,
and even during the depression the practice of the industry was not
to lay off men but to go on part time. The pick-up of employment
after 1936 was similar, the mills ran more days in the year, until
by 1941 they were running to capacity. At that rate more machinists
and more yard men were needed, but the general increase in employ-
ment, that is in numbers of men employed, was not more than 10%.
There has followed some slight reduction in mill employment, largely
represented by enlistment and transfer of machinists, because the
shortage of labour in the woods reduced the cuft and hence the scale
of mill operations., The mills are now, 1943, at less than capacity.
On the assumption that there willl be no postwar depression we may
reckon that the pulp and paper mills will employ after the war at
least as many men as now, and that they will want to increase their
employment of machinists., 1In the wods they will want to increase
employment. but this increase will affect the rural rather than

the urban population., If there were no unemployment in other in-
dustries, these towns might then ¢ pect to provide increassed employ-
ment after the war, but only to 2 Limited extent, perhaps enough to
reabsorb the returned men from the district.

There are some lesser industries in these towns some of
which are directly engaged in war production. In Campbellton a
woo: working plant has added new equipment for box-makling and has
lncreased employment by 120 men. Two other plants have increased
employment on direct war production by sixty men. In Bathurst a
new machine shop with new equipment is employing fifty men.
Edmundston has had construction of z military camp which gave em-
ployment in 1941,

Reemployment in this area wlll éepend in part on the plckup
of the pulp and paper industry, which, if it went to full capacilty
could increase employment by at most 10% in the mills and rather
more than that in the woods. Agriculture and fishing, from which
much of the labour supply in wartime occupations gll over the
Maritimes has been drawn, could not reabsorb this labour without =
serious reduction in stamiards of living. The land is not suitable
for any extensive land settlement pollcy though affter the depressim
the New Brunswick government opened a2 land colony with some success
hear Bathurst, The best hope of reemployment in this erea is in
the forests, with, one hopes, a forest road programme and z forest
settlement programme such as we outlined in Chapter 4,
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In brief the towns of fthis zrea may be just gble to reab-
sorb thelr returned men and the few from the direct war industries.
There has been no great migration to the towns from the surrounding
country, The towns cannot be receptlon areas after the war, The
rural areas cannot be reception aress for flshermen or farners,
but for forest workers Madawaska, Gloucester and Kent counties
could bhe designated as a reception area. At present there is
probably a zrand total of 2500 men in the rural arecs engaged in
lumbering; this total might be increased by 500 men exclusive of
men engaged in construction of forest rcads, camps and services.

A rural end urban development programme and rehousing programme
would increase employment possibilities in thi s ares,

B. The Mouth of the Miramichi.

Chatham ond Newcastle have had no direct war industry and
have benefited only from the improvement in sawn lumber zsné from
some defense oconstruction. Male labour has migrated from these
towns during the war. They have been on bslance a wartime depletion
area, though girls from the country have come in for Jjobs in shops
arnd restaurants., After the war, if the demand for lumber is such
as we have anticipated in Chapter 4, and if new mills are estab-
lished in this area it could be 2 reception area for forest workers
on a very small scale. We must remenber, however, that for twenty
years the industry currently establlshed in these towneg has not
been able to provide occupations for the natural increase of popu-
lation, Any new industrial development would probably do no more
than provide for the present population and its natural increase.
Therec will also be some flow back to this area from Buctouche to
which mill workers have migrated to engage in a direct war industry
which will not continue after the war,

C. Moncton.

Moncton increased in populstion from 1931-41 by about 10% to
22,763, It is locally estimated in 1943 at about 25,000, Moncton
ls crowded and 1g definitely o wartime reception area., The increase
in population, however, 1s due not so much to wartime industry as
to the wives and dependents of personnel in the armed services and
to the incrccse in catering to the needs znd pleasures of 2 large
body of men, After the wor these men and their wives and families
will disperse to thelr original homes, and meny of the girls in
restaurants, sodo fountains and motion picture houses will marry.
Actual wartime employment in Mencton was chiefly in construc tion;
most of which is now over and the lcbour sbsorbed in other war
ent erprises clsewhere. The big war industry of Moncton is railway
transport and that, though it has increased employment since the
war, is suffering acutely from lsbour shortage., If the orogramme
of the Canadian National Rallways as submitted to the James Committec
o°n Reconstruction is implemented it will mean increased rsther than
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diminished transport employment after the war. Present employment
of the C.N.R, in the Atlantic Reglon as contrasted with employment
in September 1939 may be summarised as follows:

Scpt. 1939 May 1943
Atlantic Region, all
Departments 147 1926
Moncton, all Departments 65 1377

Capitzl works and improvemcnts aggregoting $7,500,000 have been
undertaken in the region during the war and thesc have afforded a
demand for labour in a period of labour shortage. These works
have been the minimum necessary to maintain thc road in a condition
sult able to the vast volume of traffic 1t has teo handle., Though
there will be a reduction in employment in the motive department
and train crews after the war the railway will be able tomaintain
the present level of employment in all departments and{ if govern-
ment aesists the company to carry through some of its "marginal
schemes there will be an actual increase of employment, (We refer
here to direct employment by the railwey and not to the further
employment that would be afforded in such industries as steel).

Moncton, moreover, ls a natural airways centre znd so the
wartime development of airfields there will be of permanent value.
If the expected great development of alr transport occurs after the
war Moncton may well expect to be an important alr terminus and
Junction, to possess repalr and servicing cshops and to gain the
other benefits of an important terminus,

There is finally the posgibility of the commercial develop-
ment of o0ll shale in this district, As a wartime project this has
much to commend it., VWhether or not 1t could continue to afford en—
ployment after the war 1s a question we cannot answér, New pro-
cesses have reduced the cost of extraction, but there would have
To be a high continulng demand for oll products to enable shale
areas to compete commercially with well-tapped liquld deposits.

Thus Moncton may well be a reception, not o depletion area
after the war, Morecover it is likely t o be one of the Moritime
towns which will benefit most from a governmentzl development scheneg,
which is certain to stress among other things, improvements in rail
and alr transport. It 1s, of course, impossible to estimate the
actual population absorption of which Moncton would be capable,
tThat would depend entirely on the extent of government zand railway
expenditures, But that it will be a postwar reception area we may
conflidently expect, allowlng, iz owever, for population depletion of
the sort we have explained, namely the migration of numbers of
Temporary residents who are there in connection with the Air Farce
Personnel,
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D. The Kennebecasis Valley

In this farming area there has been great depletion to war
industry and the armed services, so great that some fermers are con-
cerned 2t the effect of labour shortage on the cairy herds. At one
time the migrztion was to Sussex where the construction of a2 large
military camp was attracting unskilled lebour 1n greast quantities.
That lzbour has since been dispersed, but little of it returned to
the farms, After the wer there could be some assimilation of labour
by agriculture in this area, but not, in 211 probabllity to prewar
levels.

E. Saint John

Saint John is a wartime populatinn reception area. The 1941
population had increased by 4,000 to 51,741. This was in no way a
marked increase, but it is probable thet in the past two years an
increase of like amount has occurred. There is a large concentration
of fortress troops who require accommodation and service anéd the port
is continually busy. Dockworkers have not increased in number, but
employment is more regular and is constant throughout the year. 1In
midsummer 1943 there was an estinated shortage of 800 workers for
general dockside labour. Thue the cessatim of the wartime stimulus
wlll probably .ffect the regularity of cmployment andé earnings of
longshoremen rather than lead to a reduction of men on payroll, In
direct war industries in Szaint John therc is considersble wartine
employment., This amounts in sum to 2700 men and there are probzably
a8 many more Saint John men and women in the armed forces., Thus
after the war, in addit ion to the decline in employment in those
scrvices now necessary for the accommodation and entertainment of
troops, Saint John will face the mroblem of absorbing core thing
like 5500 persons in employment. Some of These will be women and
may not continue to seek employment. Others are Acesdien workers from
the "North Shore" of New Brunswick and are probably temporary resi-
Gents in Saint John. Some of the men ond women in the armed services
will not return. But at least there will be z labour surplus of
3,000 or more. There is little likelihcoond that private enterprise
in Saint John can absorb this number, or anything like it. O©n the
contrary, if nothing is done to find enmployment for these men,
there will be further unemployment of a secondary nature in trade
ani. other services. Saint John then must be regarded as a postwar
depletion area. The degree of depletion will depend on the extent
gfhgovernment emloyment pro jects to zive e:=ployment in the Saint

ohn area,

F. St. George, St. Stephen and St. Andrews.
These towns depend on fishing, fishpacking, lumber, textlles

?ﬁ the tourlst trade. As sudh the only direct war stimulus has been
N lumber and, to some extent in textiles. There is littls direct
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war employment in the zresz - about 150 men in St, Andrews - and
so there will be ¢ smzll problem of nostwar unemployrent, The
aresa, hewever, has no incdustrizl possibilities to suggest it
night be an invertant reception erca unless as a postwar schene
the Cancadizn developaent of Pzssamoquoddy power was unéertcken,
There ere adequate timber resources in Charlotte county tc support
forest industries if chesp power were developed. For that natter,
nower from a vroject such as Pessamoquoddy could be distributed
anywhere in the province,

G, Fredericton and the Central Salnt John River Valley,

Fredericton's populati on increased most rapildly of any New
Brunswick town in the inter-census period, 1931-41, from 8,830 to
10,062, a rate of nore than 12%. This is not an industrial centre
and the industries there sre not expanding 1lndus tries. The 1ncreasc
in populztion was largely attributable to the expansion of employ-
ment in zZovernment departments. The growth in government services,
anticipated after the war, may ricke possible a coneidercble expan-
sion of emnloyment in the town, The surrouniing agricultural area,
oné the potcto areas of Carleton and Victoria counties, cannot be
recention arecs after the war. The better land 1s well taken up
end further crowding of the form population would only have the
effect we observed in Chapter 6 of reducing the per zapita farm
income. There 1is little direct war cmployment here, and the area
can probably recbsorb its returned men. We should hesitate to
regard it elther as no postwar rccention or depletion arez.

Mova Scotia: A. Amherst oné Sackville.

Ve group tne Sackville crea of New Brunswick with Amherst,
to which therec hos been a large wartime migration Trom southeastern
New Brunswlck, The Sackville imustries themselves should be able
t2 retain thelir wartinme employment after the war, But in Amherst
there will »robebly be o reduetion of employment of about 2500, or
even more, depending on whether any pecce activity at 211 is con~-
tinued in the war industry now established therc. Many of these
employees will be women who moy not seek further employment, some
can be rezbaorbed in the agriculturzl arca around Sackvillej few if
any, caen be taken by other Amherst manufacturing industries., Thus
Anherst will be a population devletion nrez, the extent of @epletion
depending on employment opportunities created there by governnent
pro Jects., Its Hopulsticn in 1941 was 8,620, in 1943 it is probobly
11,000, We should expect it to decline =t lecst to the 1941 level.
Federzsl housing programmes for the postwar period should de inte-
Erated with permanent orogrammes providing employment. To build
Dermanent houses for Amherstl!s —rcsent population and to clear out
1ts sub-standarl housing would probobly give employment to a1l who
heeded 1t, would keep.the populaticn at 11,000 until the acuses
were builtg, But when the hcuses werc finished nony would not be
used, for the populaticn weull then dwindle. A housing programme,

—r
S
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by itself, is most inadequatc as a postwar employment pro ject and J
1s only worth winile if integroteld with other schemes sc that houses
will be built in aress vhere permanent occupations exist zand where
peoplc cre going to live.

B. Truro.

T ——)

Truro early felt its full war stinulus and the census figures |
in 1941 probzably reflect the effects in Truro's population of Debert
carmipe The town then had 10,272 people as compared with 7,901 in ‘
1931, ané its growth since has been less rapid. Industry and trede |
in Truro have been vastly stimulatced but there 1s 1ittle of what we -
have called cdirect war employment. As 1n the case of Moncton we
should expect =z dispersal of wives and dependents of men in the
armed forces, a consequent Giminution of employment in trade and
services, largely offset by o reduction of women in the labour nar-
ket, and consequently o small problem of rcabsorption. Truro may
be, in that sense, a depletion area, but once the non-permanent
residents are gone, 1t 1s unlikely that there will be much further
depletion. There might be some slight absorptizn in the agricultural
districts arouné Truro., Oncec again we shoull warn agalnst expecting
the country aress to supply surplus labour in times of industrial
expansion oncd then to gbsorb it 2t o cost cf retuced incomes when
industry no longer needs it, The Trurc area has been sclected as
one of the arezs for special stuéy by the Interdepartmental and
James Committees. It does not appear to have been too happy a
selection for it is not an area represent-ztive of wartime industrial
expansicn,

C. New Glasgow, Trenton, Pictou,

In these towns the amount of primary employment, the increase
in cmployment in direct war inlustries, has been over 4,000, This is
cbout equally c¢ivided between shipbullding and steel. In the ship-
bullding i1 ndustry we saw, in Chapter 5, that there was little reason
to believe that the Pictou yards would continue after the war. The
probable cessation of shipbuilding hdre would thus throw sbout 2,000
men on the lcbour market. This labour force is constitut el largely
of lmmigronts from as far afield as Montreal Island, from all parts
of New Brunswick and Nove Scotiz ané Prince Edward Island, Many of
the workers will be anxious to return to their home communities.

But about half come from the district, many from rural areas, others
from the towns of Pictou, Stellartcn, New Glasgow, and Trenton.

The steel works of New CGlasgow anil Trenton have had their
Ceplital plant ne arly Coubled., Of the new cepitzl one-sixth will
be quite worthiess excent for scrap after the war. About one-half
of the remainder mey or may not be cdaptable to pezcetinme uses, the
Other half represents a rezl modernisation ani improvement in plant,
€iving the industry some of the most modern machinery in Canala.
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If railroag replacement and reequinment and other construction after
the war are not less than the cstinate we made in Chapter 5, the
actual diminution 1in employment in the two steelworks wouli be only
500-1000 nmen; probably, since some of the new plant is l=bour-
replacing, nearer the latter than the Tormer flgure. Thus, allow-
ing for the return of temporary residents to their home communities
and for the effects on the stecl trades of rallway construction
spending thls area would have a probeoble postwar unemployment of
1500-2000 men, not counting the possible reduction of employment in
the mines, secondary unenployment and rcturned soldiers, Even if
there were government speniing projects in the area it would secm

as though the area would have to be o depletion area, cne from wnich
population transfer would have to be attempted. Some ebsorption in
industry based on the Cumberland forests might be attempted but

that would be small and scarcely likely to appeal. to steel workers
an@ mcchanics,

D. Industrial Cespe Breton.

The increment in employment in heavy industry in Cape Breton
of the primary sort has been about 2500 men., Of this total only
about half will be unemployed 1f ocur expectations of stecl demand
are not tooc optimistic and iIf the ne~ plant and equipment at Sydney
are fully used, To this total must, however, be added returned men
and the stecady natural lncrease in the cozl areass which the mlnes
cannot gbsorb. Indeed we might expect = consiferable increase in the
numbers of men who cannot obtain employment in the mines. Populati-zn
transfer from this dlstrict might be difficult in view of the strong
cultural autonomy of the people. In our opinion the time has come
for a bolé policy of industrial development and scclal welfare devel-
opment in Cape Breton. Government reconstruction might well consider
this area as an experimental one for the development of new industry
perhaps along the lines suggestel in Chapter 5, and for rehousing,
both urban and rural, on a large scale.

E. Thc Annapolis Valley.

This, on balance, has been a wartime depletion area because
of the great reduction in horticulturc. But many of the small
market towns have been very busy from the stimuli of troop concen-
traticns and the demand for the ;roducts of small mills. Like
Similar areas along the Saint John and Kennebecasis rivers in New
Brunswick this area will probably not have a serious empnloyment
Problem after the war, but cannot be a2 recepticn area. The construc-
tion of the new naval training centre, which will be maintazined in
Peace time, will have some permanent effect, but zs an employment
stimulus it will not be great when construction is comzleted,
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F. The South Cosst.

The genersl tendency in fishing, rs we have scen in Chapter
7 has been to reduce employment, though some of the displaced flsh-
ermen have been nbsorbed in flsh-handling, curing or packing, The
war has had the effect of enticing fishermen into the naval and
merchant services a2nd into more profitable employment in the towns.,
The villages have been depletion sregs, but some of the towns have
received populstion. Livcrpool, Bridgewater, Shelburne, Mahone 3Bay
and Lunenburg a2ll have »lants cigaged in boat and barge building
and repair and in tot2l have a primary employment incremcent of
nearly 1,400 men, There connot be much optimism about the future
of the industrics in which these men ore engaged, hor con fishing
absorb them 28 well as returnced fishermeon from the armed services,
Pulo and paper and other forcst industries may expend in this area
so as to offer some cmployment, but on the whole the area will be
a post war depletion area., It must be remembered thot beforc the war
this was an area 2lmest static in nopulstion. Even the towns had
little Af any growth, spart from the pulp town of Liverpool, zand
Mahone Bay nctually lost populstion between 1931 and 1941, "It 1is
probable that after the war the same mrocess will be continued,
even acceleranted,

G Hahfﬂx-

About Holifex there 1s, strangely enowh, little to say, be-
cezuse it is impossible to form nny estimate elther of the increase
in cmployment, to classify the incre~sc, or to »redict nort activity
after the war, The population of Hnlifax incrensed (1931-1S41) from
59,275 to 70,438 and in 1943, inclul ing Dartmouth but excluding
Service nersonnel, the pooulzation of "Greoter Halifax" cennot be
much short of 100,000 of whom perheops 85,000 are in Halifox itself.
This increczse is made up of the following classes:

(n) Dock, port znd transport workers =nd their fomilies

Eb) Direct war-workers in industry

¢) Dependents and familics of men in the armed and admin-
lstrative services

(d) Girls ond other workcrs in trade and services such as
shoos, restaurants, laundries, etc.

In a2 aensc in Halif ox all of thesc cre dircetly depcndent on war
activity =nd when the war is over they will gracduanlly lcave Halif-x,
Qur impression is that there will be & very gradusl, hence not too
Gl1fficult, reduction of Service wersonnel and depcndents, as demob-
1lisation goes forward. Throughout the demobilisotion period a large
gstaff would have to be kept in Holifcx., The same need would exlst
for dockworkcrs for there woulcd be 2 period of postwar cctivity in
the port, shipping foods and construction m-teriszls to Eurovnc and
bringing bzock Conndlen troops ané equipment from Europemn theatres
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of war, Moreover the increcse in dock labour has come partly from
the decasualisction of labour andé more regular employment., The
actunl number of displaced workers will be small and the displace-
ment will be over = sufficiently long perlod to make gracducl re-
csbsorption possible,

In ddrect war industry of the munitions type the increase in
Halifax has been comporctively small, perhaps 1,000 men, These
agaln, nostly engaged in shipbuilding ~nd repair, will not be
thrown immediotely on the labour market. The most serious problem
will be in tradc and scrvices. This may become as much o soclologlce:l
problem as an economic one, os many of these cmployces are young
women who will be thrown aut of work amidst the excltements of de-
mobilisation in o busy port,

On the wholec Halif~x will be 2 populaticn depletion area, tut
it will be one from which the big depletion will take the form of a
gradual return of purely temporary residents to thelr former homes.
A slum clezrance nrogr-onme, bodly nceded in any case, would Zrobably |

be ndequate to mcet the immedlatc post war emdloyment recquirencnis
of Halifox. In the long run port developments or a horbour bridge I
might be uscfully undertaken aos 2 pernonent addition to the facili-
ties of port a2nd town zond as on employment project,

Prince Edward Island.

The zgricultural economy of Prince Edward Island is not sub-
ject to the same sort of employmant problem either during or after
war o8 the industrinlised areas of the other provinces., How grest
the wartime draln franm Prince Edward Island hos been we do not know,
The 1941 Census figures show szn incresse in population from 88,038
to 95,047 in the intcr-census period. Of this incpease the rural
increase wos 3,000, the increase in Charlottetown was 2,500, and the
balance, sbout 1,500, in the other towns. Thls increase, which 1s

the first shown in rural populction since the Census of 1881, is
accounted for by the feprcession wnich, by redueling industrial employ-
ment, incrensed the numbers on the land. Since 1941 there hag prob- .
2bly bech a reduction in the rurcl population of Prince Edward Island.
There are few industrizl opportunities on the Island snd war construc-—
tion, which for = time absorbed lobour from the faorms, did not h
afford permoncnt employment, Aftcr the war it would be undesirable
to crowd the farm land, so thnt we should expect Prince Edward Island
to remain 2t = static rural sopulation, with a molest growth in the
towns, and with fe natural incresse drsining off to other areas. |
This nmeans that Prince Edward Islond will not be a recepticn orea I
after the war; but that there will be any suclen increase in emigration ||
. Scems unlikely,
|

ception areas cs follows:

i
j - We may summarise our cstimctes of probable post war depletion
rc



SUMARY OF POST WAR EMPLOYMENT OPPORTUNITIES AND CLASSIFICATION OF
POPULATION AREAS WITHIN THE IARITIME PROVINCES

Area Wartime Clas-

gification
N.B.
A Depletion
B Depletion
C Reception
D Depletion
E Reception
F Depletion
G Reception
N,S.
A Recention
B Recegption
C Recention
D Recenption
E Depletion
F Denletion
G Recestion

B,E.I. Depletion

Postwar clas~

gificaticn

Receptlion
Depletion,

Reception*®

Static
Deplet ion

Statlc

Receptlon

Depletion

Probable Magni-
tude of prinmar
unemployment (D
or new employment
(r)

R 500-1000

D very small 1if Forest pro jects

R200-500

D 3000

very small

D. 1500-2000#

No zreat chanze®

Depletion

Denle tion

Static
Denletion

Depletion

Static

D 2000 or more#

D 1000 or more#

D 1000#

D 1000, from war
industries only;
does not include
temporary resi-
dents, rcturned
nen or uncmploy-
ment in trzde and
gervices,

Notes: u After temporary resicdents have gone

# Does not include returned men from the Armed Services

Posslbility of
Employment Pro-
Ject or Popula-
tion Trensfer

Forest project

developed
Rall and Ailr
Transport

Port develop—
ment ,Housing,
Population

Trans fer

Might fevelon
Forest Resource,
Weter power

Population
Transfer

Population Trons-|
fer, Forest !
Projects
Industrial De-
velopment , Popu-
lation Transfer,
Forest Resource

Population Trans-§
fer,Development
of Forest Re-
source

Port Develonment
Harbour Bridge, ,
Housing 2nd slux |[i
clezrance; some
Populstion
Trznsfer
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Chapter 9

ECONOMIC EFFECTS OF THE WAR IN THEIR SOCIAL
AND POLITICAL APPLICATIONS

Section 1., Some Sociel Effects.

The title to this Scction may be somewhat misleading for we
are in no »osition to survey the socliologicsl changes in Maritime
1life brougnt sbout by the war. Wc are concerned, rather, with the
type of socizl problem that may crisc from the economlc changes
we have studled. Such gpeculation recquires a claseirication of the
economic changes. Important socisl modificotions maoy flow fron
changes in income and income distribution, from changes in occupa-
tion, incluéing the change fron housewlfe to wage earner, andd fron
changes in nilieu, as from the rural to urban connunity, fron
social contect with people of sinmllar to dilssimlilar background,etc.
The sociologist would have many core questions to ask and would want
direct data. We core content to see sinply the outline of the chief
soclal problems that may be inferred from our ccononmic data.

The war, we have seen, has greatly incrensed the total region-
al incone and with that the per canita income. We hove seen furthor
that 1t has chenged the distribution of that income. The socizl
distrioution -~ that is the distribution zmong socisl classes - hos
altered thc balance favourably to the working class. Though woges
have been Tixed by order-in-council 2% a moximum level, there were
large upward adjustments prilor to the fixing of the wage celling and
even since that tinme waze changes hove sccurred, sometimes by per—
mission of the Reglonsl War Labocur Boord =né sometines by promotions.
The big increzses came in 1940, when owr figuree (sec Chapter 2 amd
the Statisticol Anpendix to Chapter 3) indicate they were of 2 mag-
nitude of 25% to 30% in monufccturing. 4#nnual earnings incressed by
mach more then the increcase in wage roates beccuse many who had been
employed at part time went on full time work, But the statistics of
woge inerecses only tell part of what haapened. The great number
of wholly and partly unemployed unskilled workers who got regular
work, the number of men from forms and lumber woods vwho weviously
had been getting a mere living, Af that, and who often had been
seriously depressing the »er caplts income level of the farm, wao
now came into the towns to taoke govomnent construction jobs at
weges far in excess >f anything thot eould be got in agriculture or
forestry, the numbers of girls an’ women w12 found work nt fTair or
good pay and who thus added to the family income, these ~re not re-
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vealed in the statistics. Yet thc coffect of 211 this was not only
to lncrecse the incomes of thosc who thus obtained ncw or better
»ald work, but =lso to increcse the incomes of their familles,
rcnoving ﬂs they did, one or meore nembers from the farm family and
leoving those behind to divide the full farm income among o smaller
number., At the other end of the income scale, though profits
and investment incomcs and snlarics have 211 gone up, wartime
taxaticn has »robably either orevented any total lncresse in this
dlvision of the soclal income or has actually forced scme slight
overcll decrease.

For 2 period, beforc wartiac scarecities scriocusly affected
the stocks of gocds avoilable in the shops, this meant that the
poorer folk were =ble to reequi» thelr homes, and to enjny a level
of 1living much sbove scny previous level, It 2lso reduced the proe-
nounced cisvarity between the acute suffering and poverty of the _
low income classes of the Moritincs ond the comfort of the well-to-
do classes. The soclnl welforc agencies of Baint John ahd Halifsx
both report = moarked change in the tyne of soclial problem they arc
asked to cope with. Prior to the war the typical cose, whether of
Juvenlle delinquency or of family difficultics was a poverty caseg,
The familles requiring the help of socinl agencles were destitute
and their problems arose from thelr poverty. Today the typlcal casd
1s of a different nature zné the represcntative families requiring
nsslstance are not destitute. In wartime cases arlse where the
separation of husband and wlfe creates problems for both parties,
where the economic indenendence of the mother leads To a sort of
domestic robellion in cases whoere the husband falls to accent the
new situaotion and where children have got out of hand in the absence
of paternal, sometimes mat erncl, authority. There is more druken-
ness, more drifting apart of families, more licence, more problems
of sexual behaviour, but less malnutritisn and the wretched domestile
concomitonts of Hcoverty.

The working classes have more organisati-n, thouzh trades
unionism has gained less ground in the Moritimes than elscewhere in
wartime Canade, ond have o stronger sense of thelr function and posi~
tion, It has been male obvious how the country cdepends on them and
their work, and they have lecarned something of their strength,
Moreover higher incomes have meant for thom not Just more spending,
not simply a2 brief neriod zf "high 11ving - if it can be cz2lled

— e ———

aF

o

*high?® - but 2 development of skills and of - sense of respconsibility.

In the armed qervicbs, in the technic:cl tr~h11 schocls and in ine-

dustry itself, men =nd women have bean trainc? %o new skills. Canzd= |

will have 2 hl@he; woportion than cver before of highly skilled and
skilled workers. This process hns i1ts profound economic significance
in that i1t incresses thc »roductive sotentizl of the economy, It has
&lso a scclzal slgnificance, for with an increzse in skillls develop

ambitions, knowledge of the worli, o sense both of socisl responsibil-
1ty and uiso of rights, cf what society owes the worker, tf would r:&-

Quire a fosclist revolutisn to foree on the workers the tyoe of nisery
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that they knew in the prewar ani depression days.

Farm incomes, too, have “cen ralsed, partly by improved cash
incomes, partly, as we saw, by the relief of the pressure of farm
population cn available tillage. Only in certzin districts has the
migration of labour been detrimental in the sense that 1t has been
so great as to endanger agriculture, For the most part it has im-
proved the level of welfare on the farms., Thus the farmers, too,
have gained in income level. 3ut after the war, if there is some
return to the land, it may be that there will be problems of adjust-
ment. Boyes who have been in the army or had jJobs in war industries
and girle who have been in the city will demand more in the way of
recreation; they may insist on better rural housing; on imorovements
in rural education; they may bring back skills that will improve the
mechanization of agriculture., These possibllities, vhich one may
anticipate as full of promise for Haritime agriculture and rural 1life |
cannot be realized 1f leadership znd officlal assistance is not '
of fered the progressive forces, and thsy will become impossible if
the movement back to the land is gllowed to become like that of de-'
pression, an escape to a "subsistence acre" by the industrial unem- |
oloyed, Sound agriculture and a good life for the people of rural '
communities is possible only if théere is healthy industrial activity. |

The shift to the towns has created the wartime problem of
housing and adequate municipasl services, Wartime Housling has bullt
units in Halifax, Pictou, New Glasgow, Sydney, Yoncton and Saint i
John, and in the latter town there has been some municipal rchousing . (i
The temporzry dwellings wlll rapidly deteriorate into new slum aress
if permanent housing developments are not planned to accommodeate the
urban population. Moreover both Halifox and Seint John have in-
describable slum conditions of long standing which have becn aggra-
vated by wartime crowding. The municipal services, with some pralsc-~
worthy excecptions, are scant and poor, Mediczl care, public health
services, education, care of the poor, municipal planning and devel-
opment, urban transportation in places like Hol ifox and Saint John,
garbage collcetion, town clecanliness, orgconised receectionzl facili-
ties all are poorly provided for in Maritime towns. There may be a
demend for lmprovement, and there will likely be the o»portunity.

The mingling of peoples from different parts of the Dominion, which
has reduced the cultural isclation of the Maritimes, has made the
people aware of thelr urban nossibilities. The economic motive is
provided in the moflts of the tourist trade and a sense for &
better life may lead to the growth of community centres, local
theatres and gymnesia, better schools and finer, better kent towns.

But if Maritime towns have bad slums and fall to offer oppor-
tunities to thelr citizens for enjoyment and cssc of life comparable
with those of other parts of the continent, the conditions of the !
countryside ore very much worse, Here are found the most indescribabdl
conditions of life. Crowted, stuffy, illmnde, unventiloted two and
three room houses, drafty and stuffy in vinter, swarming with flies
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in sunmcr, dirty, unpainted and 1llekept, are only too often whot
are thought of as home by children t o whom the schoolhouse, a
barren one-room shack, is a kind of prison that offers no escape

or hope of esccpe, There 1s no beauty or promise in these lives;
bred on 2 hard and difficult soil, neglect has left them to endure
without hope of alleviation a bare and ugly existence, lacking not
only the minor amenities but even the simpler delights possible to

a contented people not ground down by poverty and the struggle to
survive, Onec Maritime politician sald, "our people live spart, in

a sense, from the 1life of this continent, They doc not have to have
automoblles, radios, vaccuum cleaners and washlng macnines, tele-
phones and moving ploture houses around the corner. They are neigh-
bourly people who 1llke to visit and talk. They can enjoy ftheir
country and thelr work in it., But we have since the depression sunk
below the level that they can enjoy even such plezsures, They are
too poor., They can't kcep up their village church, They can't send|
their children to school becouse they haven't boots or clothee to
dress them in, They can't have the nelghbours in to visit and they
are too proud to go out, That is what the depression did to us;

and what we must demand, after the war, is not 2 standard of living
on somc arithmetic basis equal to that of the industrislised centres
of great population, but a minimum on which our people can live

with decency and enjoyment",

That minimum mey now be demanded by people who have learned
what they want, It will include at least housing, education, and
preventitive medicine for the rursl asrccs. As we have seen, how-
ever, it will not be possible to lmprove the stamdard of welfare of
the rural areas 1f population is dumped back there from wartime in-
dustry. A problem of directing and controlling population trans—
fers becomes, consequently, one-of the first of the postwar soclal
problems. Workers, of course, may Jjust be left to migrate to the
areas of higher wages, but it seems unlikely that this laissez-faire
policy could be adopted in = country like Cenada after this war,
Yet if workers are assisted in moving from a2 "depletion" to a
"reception" area it 1s not enough to gulde the workers to new jobs
and asslst them with travelling expenses, The workers and their
families must be gulded in adjusting themselves to the new commun-
ity; they may nced help with expenses of setting up a new home,
Closely knit groups likc the people of Cape Brefton might well be
moved together to protecct the very real values of thelr autonomous
culture, They have thelr own games, thelr own churches, their own
weys of community recrcation, A single Cape Breton family trans-
ported to Montreal is deprived of its songs and its zames and, in
some cases, even of 1ts traditicnal way and language of worship,
as well as having its family ties and friendships broken, These
are not unimportant things. Yet if fifteen Cape Brecton families
are moved together, they can still, at least, play rugcer and might
even play an evangelical role in a continent where the vest majority.
presumably because they have never seen or played anything else,
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appear to en'oy a game wnicn consists of a serles of conferences
interspersed by occasional blts of bad-tempered shoving,

The communitles that are left also require assistance, With
services developed for a larger population, with, mrobably, mun-
icipal and other institutional indebtedness, such as church mort- 1
gages, grown to the scale of a larger population, heavy burdens |
may be thrown upon them, particularly if the younger and more 8
productive men are those who migrate. These communities stand in
danger of becoming derelict and decayed, of gradually sinking
more and more into economic stagnation anmd dependence, If they
cannot offer employment opportunities now to some of their cltizens
they ought not to be left permanently in the state of having all
thelr mst active and vigorous citizens drained off generation by
generation just as they reach the productive ago. i

But the provision of new employment opportunities, the indus~-
trizsl development of the Maritime region, the economic policles of
provinces and of Dominion are political processes., The war has
brought comparative economic wellbeing of a sort to the masses of
the Maritime people. It has created some soclal problems and the
aftermath will create more. Yet the central problem will remain
the economic one. Cen employment zand the stamiard of welfare be
kept at the present level, or improved? Have we learned from the
tragic experiences of depression and war the secret of maintalning
a decent standard of life for the mass of ow people, or must we
return to the mean and narrow life that we previously knew, accepting
this temporary alleviation as a small amd incidental credit item
to write agzinst the vast debits of war?

Section 2, Economic Effects of the War and Pollcy

The question which we set at the end of the previous section
affords the raison d'etre of this book, yet, paradoxically it can-
not here be answered. Clearly, as we sald in our introductory chap-
ter, the purpose of work such as this must be to assemble and inter-
pret the factual data as far as possible in order to throw light
on the questions: "What will be the nature of the postwar problems
the people of the Maritimes will have to face?" and "What policies
ought the people of the Maritimes to pursue in order to maintain
and improve their standard of living and to avold relapse into
economic depression and regional stagnation?! But we cannot glve
the answer to the questlons, for t hose answers must be made by the
people themselves, This country is at war - our young men are
fightlng -~ to retain the right of the people to decide policy.

The function of the social scientist is not to dictate or even to
advocate the policies that should be adopted or the soclal ends
People wigh to pursue, though as a citizen he naturally takes hils
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part in the formulation of social decision. It is the pecople of
Canada who will decide what policlies if any will bc adopted %o
bring- socisl securlty to =11 parts of thc Federation, the people
of the Marltimes who will dccide on their policies as 2 part of
the Canadian Confederation. All that we may properly do in con-
clusion is to throw out 1in as sharp a delincestion as possible the
way the economic changes of wartime affcct the political posltion
and problems of the laritime provinces. We may, so to speak, de-
fine the arcass of decision. We can nelther predict nor try to
dictate the nature of the =soclal decision 1tself,

There arc three arcas, touse this phrase, of soclal de-
clsion, three types of politlcal choices thet the people of the
Kari tines have to make, three lines of policy to be formulated.
These threc arcas are, first, th=t in which 211 citizens of Can=da
as Crnadian citlzens regardless of province or reglon rmust unite,
in deciding the sort of cconomic policy to be adopted to prevent
depression and exploltation znd to maintain full employment and
the highest development of the notional income. The sccond arca hos
to do with the relation of the Maritimcs to the Dominion., Here
citizens of the Maritimes have to decide on whether they wish to i
retain in theilr own hands the greatcst possible degrec of provincial '!
autonomy, or whether they wish tc Join, for certsin economic pur-
poses, in a closer union with cxtcnded authority in Cttzwa. The
third ares 1s that of purely locsl action, that of formulation of
policies by the provinces themsclves to mzke the most of thelr re-
sources =2nd to provide the widest pessible onportunities for their
pecoplc. |

The theory of control of employment which seens to have galned
the widest popular acceptonce iz that associated with the names of
Lord Keynes and Professor Hansen. According to this theory "fluec-
tuations in the capitol goods industries are the primary feature
and causc of the cycle of generol economic activity; the effects of
fluctuations on the capital geeds indus trics are, of course, inev-
itably felt in the consumer goods industries in azs much as the demand
of, say, steel workers for clothes ond tobacco is reduced once they
are unemoloyed, These primary l1mwcestment fluctuations are due
malnly to the more or less pericdic exhaustion of profitable outlets
for investment, As the accumulation of capital proceeds the pros-
pective yield of addltionsl investment tends to fall, since each
additi onal unit has to compcbte with capital already in exlstence...
When the prospective rate of profit falls in relation to the rate of
interecst, investment 1s itsclf rcduced, and does not revive until
the obsolescence of the canital in existence restores the prospec-~
tive yleldé of new investment®,l

- J.M.Keynest: "General Theory of Employment, Intercst and Money"
(London, 1936) p. 219.
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An original act of 1nvestment, say the bullding of a new
factory to make hats, will give new employment and the men so em-
ployed will buy more shoes, clothes and radlos, so that production
and perhaps investment and employment will be increased in those
other consumer gzoods industries. Thus the employment of brick-
layers, steelworkers, lumbermen and carpenters stimulates further
employment, But this continual snowball effect of new investment
cannot go on indefinitely. More shoe factories, hat factories and
machinery for makinc shoes and hats would only be profitable in conm-
petition with the factorics end machinery already so engaged if
people went on spending a proportionctely increasing share of their
income on shoes and hats, This 1s possible in a country with a
continuously growing population, where new heads and feet to '
clothe are continuously appearing., But in a country with a rela-
tively stable or slowgrowing onopulation this does not happen., After
we have bought a certain minimum of hats and shoes, increases in
our income are glven over more and more to savings. Thus the per-
1od of the boom, the period of expanding income, contalns its own
limits, because 1t creates more capltal to produce more goods which
must be sold in a market where proportiomtely smaller and smaller
portions of iIncome will be snent. Expectations of profit must
decline and prudent business managers must hesitate to make new
investments. When the rate of ncw investment fzlls the men employed
in building factories, in making machinery, in brickmaking, struc-
fural steel, lumber and woodworking lose thelr jobs or go on part-
time, Their spending declines =2nd so there is a decline in the
demand for hats and shoes, and, thus, in their furn, the workers
in the consumer goods industries losec thelr jobs. This theory sugz-
gests that the cruclal point 1s the rzte of investment which can
only be malntzlined if the ilncome th at would be saved as incomes
increase is transferred from those who would save to those who
spend and if investment in the critical period 1s undertakcn by an
agency not interested primarily in profit. The statec is the only
authority that cen force the transfer of purchasing power from the
surpluses of the upper incomes into the hanmds of the lower income
holders, and 1t i1s the agency that can afford to undertake invest-
ment not drected to prorfit, Thus, in the view we are herec con-
sidering, the solution of th e problem of the trade cycle and the
malntenance of full employment, requircs o heacy public investment
programme coupled with steeply graduated income taxation on the part
of the state. How heavy this opublic investment would need to be
we can cnly learn from trial and error, but estimates that have
been mafe may give the aporoximate magnitule, In Britain Mr,

Colin Clerk estimatcs that 21l investment, both public and private,
in 1925 was zbout 8% of the national income. To obtain full em

ployment 1% should have been 12%, or about £600,000,000 instead of
about £400,000,000.2 A slightly higher percentage is reckoned as

€ Golin Clark, "National Income a2nd Outley" (London, 1938)., See
also J.R.Hicks. "The Social Fromework" (London, 1942).
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necessary for the United States by Professar H-:.anc:n.3 In Canada
this would probably mean, in terms of 19 7 dollars an inercasec in
new nct investment from $300,000,000 to $450,000,000. But these
peacetime figures are slightly deceptive. In wartime we have
greatly expanded our nationsl income and our employable pryulation.
Many women mzy wish to remain on the employment market, To give
full employment in Canada at o national income level of
$8,000,000,000, 1943 dollars, would probably requirc new net in-
vestment of $900,000,000 annually of which, say $500,000,000 would
have to be public investment, Immediately affter thc war the figure
would need to be much higher in order to replace wornout copital
and to glve qulck employment to the thousamds of workers trans-
ferring fron the armed services and the war Industries. The experts
of the Jomes Committee appear to be working on an estimate of
$1,000,000,000 as the necessary amount of public investment in the
first postwar years, a sum in addition to the increased cost of the
public debt and of the new soclal services. Thils would give o Can-
adlan budget of $2,250,000,000 in the immediate postwar yeaors,

Some ask how such & burden can be carried, and aosk if the state will
not go bankrupt under such a load, These forget that the state is
unlike o privete individual., What the state owes, 1t owes to ite
citizens, This mcans that it is sinply an ggency trons ferring pur-
chasing power from taxpayers to employees on 1ts work projects and
to its bondholders. Depemiing mrtly on the rate of taxation and
partly on the state's success in raising mtimal income to or
kecping 1t at, a high level, the expenditures of the state repldly
return to 1t. For example, let us suppose the natimal income 1s
at $5,000,000,000 when natimszl revenues (state receipts) arc at
$1,000,000,000. Now let the state roise loans so that its receipts
o to éZ,OO0,000,000 with the effect of raising naticnal income to
8,000,000,000. If there were no time lag betwecn cause and
effect the state would get bock its expenditures out of the increased
natlonal income without raising tax rates at 211, and would leave
$2,000,000,000 more than before in the hands of the people, an in-
crease of 50% in the net income, =fter texes, left in thc peoples!
hands, Actually there is o time lag, but it is surprisingly short,
"It seems to be & cautious conclusicn that at least one~-third, and
posslbly as much as one-half, of expmdlture on publlic investment
carried out in depressioﬁ_ will 'comz back' to public authoritics
within gbout two years'. Thus public investment on a scalec suf-
ficlent to prevent unemployment does not mean "nationsl bank-
ruptcy" and cculd be carried out at a level of taxation somewhat
lcss than that to which we have become accustomed in wartime.

3 A, Hansen, "Fisccl Policy and Business Cycles" (New York, 1941).

4 Bretherton, Burchardt and Rutherford: "Public Investrent and the
Trade Cycle" (London, 1911—1) pe 356.
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In England this thecary has _2ined wide adhercence. Not only
eccnomiste but the public journals of zll shades of political opin-
ion cmbrace it., The public 1is familiar with what 1t lnvolves and
there has been more than a hint in officlal utterances that both
Labour and some Conscrvative lcaders are willlng to accept it as
a falr compromlsc between thc more rigid and direct controls of
Socizlism and the l2isscz frire optimism of those Torics who be-
lieve thot prlivate mntcrprise should be rellcecved of heavy taxation
and government recstriction ond be given ane mare chance to produce
prosperity., In Canada, 28 in the United States, there is less
wildespread acceptance of thls economlc theory =nd the newspapers
and business leaders repeatedly make mblic avowals of falth in the
ability of "frec enterprise" to mointeln full employment 1f taxes
arc reduced and public restrictions removed. We must rccognize the
possibility that private invewtment, rapildly expanding to replace
wornout caopital and to meet the heavy postponcd demond for consumer
goods might approach full employment for a short period after the
war; but we hanve to ask if we serisusly belicve 1t could evade the
"fate of Midos", as Lord Keynes describes the inevitable diminution
of invcstment for profit which must follow o business boom. If we
do not believe that private cntermrisc could go on investing at a
loss we must ask if the confidcencc in "frec enterprise" to attoin
and maintein full employment 1s justificd, If the cxperiment 1is
worth the cost of a2 short boom followed by depression.

Officiel cpinion in Canadz has cautiously avoided an ex-
pression of pollicy, but there are indications that in Government
an@ Treacsury clrcles the public investment theory of employment
control is accepted.,. If that is so, and if Canadion citizens as
a vhole come to support this policy, we have to ask how the wartime
changes in the Maritimes affect their positizn ond nceds relative
to a post war »ubllc investment orogramme. It 1is, of course, the
gen eral effect of public snending on the construction goods indus-
tries that 1s relled upon to stimulate spenfing and mzintain employ-
ment, and in g small country like England the effect would be dis-
persed so evenly that no sericus problems of regional distribution
of the inltial investment would arise. But in Canada 1t would be
perfectly possible for the Dominion to invest sums of the magnltude
we have 1lndlcated and yet so to distribute the initial investment
a8 to produce commodity price inflation in some reglons and to leave
others with unrelieved unemployment . Thec question arises, then, how
Dominion spending should be dlstributcd among the different Canadian
regions,

It might be allocated on an absolutcly equal per capital
basis so that, regardless of any other ccnslderations, such as the
degrec of industrialisation, level of employment, nced for the type
of public work propcsed, if Ontaoric had $300,000,000 spent on new
housing, Princc Edward Island would hove a housing allotment of
$10,000,000 and British Columbis of $75,000,000, This sort of
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regional distribution would be as stuzid as the concentrztion of zll
the snending in one or two areas, Clearly the public spending nust
regara certain principles ol regional distribution. Of these the
first is the p robable multiplier (snowball) effect of a stimulus to
the construction indus tries. Thlis would depend both on the existing
level of unemployment in the region and on the chief occupational
pursults of the people. Thus the multiplier effect would be
greater in an industriasl than an agricultural community. It would
further depend on the area of dlspersal of the secondary spending.
Thus primary svending in Ontario would have its secondary effects
largely in Ontario, whereas yrimary spending in New Brunswick would
have secondary effects both there and in Ontarlio. The central arezs
where consumer goods of all sorts are manufactured would benefit
from the secondary effects of primary spending in any Cenadian reg-
ion, but the wheat economy anc the newsprint economy would benefit
not at &ll from secondary effects and the areas in which these in-
dustries are concentrated would benefit 6nly from direct primary
spending therein. Thelr dependence of the world mirket would en-
able them to gain, on the other hond, from primary spending in
Greot Britain and the United States. Their need for Canadian public
spending will be the less If those countries succeed in establishinz
full employment and high consumer purchasing power, the greater if
England or America fails in its internal rcconstruction. Indeed the
positictn in the wheat z2nd newsprint areas might be so serious that
enadian primary spending could not affecct it and then there would
arise thc need for population transfcr to other Canadlan aresg of
full employment.

A second conslderation which will have to gulde the regilonzl
distribution of public investment will be local need, Though it 1is
better to spend on useless things than not to spend at 211, as Lord
Keyncs has argued, it is foolish to spend on uscless things when
Canada has such pressing needs for good new schools, more hospltals
and clinics, houses, electrical development and distribution, roads
and forest roads, hostels, clvic centres, soll conservation and so
forth, Yct one would not build in Fredericton a civic centre of the
same slze as in Hamllton, or spend money on forest development in
the preiries (except incldentally for soll conservation) in the same
proportion as in the Maritime forest mrojects. Local need for
houses, schoolg, roads, bridges or an electric grid must guide both
the naturc ani, to some extent, the distribution of the spending.

A Tfinal considerztion should be the long run employment
effects. Thus o rehousing programme in Amherst if sufficiently
large, could »revent immediate post war unemployment there, but
eventually, when all the houses were built, the people who lived
in them would have nothing to do unless industries were alsoc located
therc. The public spending ought not teo have the effect of keeplng
people 1n arcas where there is no prospect of future employment,
but should develop industricl opportunities of a permsnent sort,
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This meszsns that the spending of government may be consldered as
made un of two types, one directed towards the immedlate palliative
effect of employment; the other, the development of Canadian re-
gources, human and physicel, so as permanently to improve their
capacity to produce., The two programmes cannot be worked out in-
dependently., If no long run developments are possible in a town,
the short run orogramme shoulé be kept at the minimum necessary to
meet immedlate post war needs, and population should be alded in
moving to areas of more opportunity. This implies the corrollary
that developmentcl spending should in the long run be distributed
according to resources,

Thus the needs of the Marlitimes for public investment after
the war have to be considered from two points of view, (a) the
immediate volume of unemployment requiring relief, and (b) the
type and extent of resmurce needinz development, Our examination
would show that if there is a2 policy of nublic investment adopted
&8s ¢ post war economic regulator in Canada the most important short
run orojects would be needed in the areas of Saint John, Amherst,
New Glasgow, Sydney ané Halifzx, where there will be immediate post
war unembloyment of considercble mgnitude, From some of these
areas nopuletion transfers might be assisted over a period of time
to regions of greater economlic opportunity. Long run developmental
schemes, our survey suggests, could be worked out for the forest
areas of northern and north central New Brunswick snd Charlotte
County, and for perts of Cope Breton and Cumberland County in Nove
Scotia, Further industrial development and muniecinzl improvement
should be possible in Cape Breton, and fairly extensive public
works in the cities and harbours of Saint John and Hel ifax could
be undertaken with social, if not commercizl, profit., The recon-
ditioning and lmorovement of Canada's trans portation system will
presumszdly entoil extensive overhauling and reconstruction in the
Maritime regions. Finzlly rurcl housing snd the development of
rurcl services are a soclizcl need, and would enable & considerable
expenciture to be disturbed in the Maritime region.

It is falrly evident, if the proper princivles of reglonal
distribution are to be observed and the proper upward thrust fronm
the construction industries is to be obtained, that central control
of the »nublic invcstment -~ indeed of the whole flsczl system -
must bc lodged in Ottowa, Tals lcads us, therefore, to the seccond
"2ree of dGecision", that of Dominion-Provincial relations. 1In )
brief we have thought in Cancda that the reglonsl and racisl divis-
lons of interest werc the chief obstacles to national unity and the
formulstion of o concept of national int erest in Canada. This tra-
@itioncl view has z strong historical basis anéd remains in part true
evel: totay. But 2 good many of the supnosedly wovinciszl conflicts
of int erest hove their root in something else, The development of
moderm ccpitalism, which in its early competitive stages was sup-
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posc@ te find 2 unity of interest in the fullest development cond
utilisation of nstional resources, has in Canaéa as in other coun-
tries led To = concentration of industry ond an integration of
ownershin waich has created « good deal of fundament:zl conflicts
of intercst, It has led to the conflict between the smallsccle
entrecprencur, striving to rctain his troditionz]l place in the ccon-
omic order, oni the encroaching Trust; this confiict, which 1s =s
real between the small enterprise in Onterio and a nationnl or
internation ol trust as it is Detwecn the tyoiecal Marit ime firm and
the scme trust, nevertheless apcars to the Marl time business man
as a conflict between him and his fellows non the one hand and
"upper C-nallisn" capit-lism on the other., Yet this is only in-
cidentally 2~ reglonal conflict, Basic:zlly it is o soclal one. The
same thing 1s truec of the caposition of lnterest betwecen the trust,
who often is o partisl monopolist (more exactly he is selling in an
imperfect morket which he dominates or attempts to dominate), and
the consumer, The monopolist docs mot have s his first intercst
the maxinisction of real nct inconec (on indirect effoct of the
search for profit in = perfectly competitive socicty) but finds

his highest net profits arec reclized by restricting output and
reilsing prices. Thus the popular drarge thot trusts "explolt¥ the
consumer has o bosis in truth. The people of the Mmritimes, typ-
ically work people, nincrs, fishcrmen, formers, small business and
professional people on low scleries, with few, if any, dircet in-
terests in "big businoess" sogoin interpret this phenomenon zs their
exploitztion by "upper Canzin", when it is reslly =n o>position be-
tween thelr interests os consumers, zlong with =211 osther consumers
in Conada, ~nd the sz cicl interests of a small number of speclally
placed producers. Agcin what economists czll "monopsonist" Hur-
chascrs of labaur services, thet is firms in - positisn to control
the woges of lsbour in an area, arc able to "exploit" lzbour in the
sense that theoy can pay less to the worker than the net increment
the worksr =26ds to the value of sutput. Something very like what
Karl Merx czlled "surplus voluc" is tzken by the employer in such
ceses, This leads to ¢ rezl ~nd not imeginary opposition of inter-
eat between lobour ond copitsl ond is a basic fact in social cone-
flict. It oy copeoar as 2 regionsl opposition if the workers live
and work in one region while the trust ig swned snd & rected in
another, but, once again, the sppearcnece falsifies the reality.

This is not to sgy thot thore cre not some regl divisions
of intercst between Canndicn regi-ns. There is bound to be division
between the exvort-producing wecat and the tariff-nrotected manufac-
turlng centre over forelen trafe Dolicy. There are nocn-econonic
conflicets arising from friction between a Catholic semi-feudal
soclal order in Quebec zné ¢ mechanised North Ameriecn coditalisn
clsewhere in Canede. These conflicte though they may be brmsed on
misunderstanting are unhappily real enowh and dangerous enough to
Canadlon unity, but they will ylell to efforts to osbtaia under-
stanlling, tolercnce and symnothy If there is found a resclution of
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thc basic cconomic oppositions, If Frenchspeaking oné Englishe
speaking Can-dlans and if Canzdlians from the Mamitines as from
Ontaric find that thelr labrur is productive of o growing level of
welfare in which they o1l share they should find 1t annzingly casy
%o g2in a2 sensc of a commion fubure and common nationhoond, The
finCing of this bzsic unity of cconomic interest requires rccogni-
tion of the truc naturc ~»f thc conflic ts waich block its rezlisa-
tion.,

The emphasis of the Rowell-Sirals Renort on the Dominion-
provinci~l relatlionshin, no doubt necessary in view of the Commis-
silzonl's terme of refercnce, nos perhaps clouded the rezl issue., The
Report recommends very mol.irate rcallocation of cuthority between
Dominion and ;xovinces and an ¢xtensive grant-in-ald sys tem to
noCerate dlscrepancics between welfare stanlards in 2ifferent reg-
ions, Whot would oppenr necessnry if there is to be eilther a sue-
cessful public control for full employment programoe or & resoluw
tion of the basic intcerest conflicts ig a complete reclloention of
governnentcl powers. The Mrogr-moe for full employment requires
a concentreti-n in the hants of the Dominlon of complete monetary
anl fiscal suthority ané control of investment similar to that en-
Joyed undcer thce extraordinory oawers of the War Measures Act in
tine of war, It woull reauwire also suthzri ty over l-baour relaticns
and full competence for lobour leglslation., If an effort 1s mode
to resolve the confllcots arlsins fron trustificstion of the econemy
much greater power in mctters of civil and corporation law, and,
perhape, o grent development of the D-ominlon's administrotive sor-
vices would be necessary.

This contemplated concentraticn of power in the hands of the
Dominion govemment oné the setusl enommous wartime growta of the
federal civil scrvice hos causel alarn that the uncheckeld over-
balancing of power will leal tc Janger of government by bureaucracy.
But thlis Jaonger nay be averted by o zerallel devolution of powers.
Many of the noturzl resmurces can best be adminis tered on a reglonsl
baslis, 1In somc cascs the regi-n would not correspond with r esent
pollitical dlvislons, but regicnzl = hoc boards, similar toc those
acvocated by Mr, W.A. Robsen for England, could be set up by the
provinces involved. Thus forcsters seon to belisve that proper
forest Holicy cennst be and sucht not to be administered by Ottaws,
but should be worked -~ut for coch of the regionsl forests, the
Maritinmes md eastem Quecbec forcst, the western Quebec and eastern
Onterio forest, thc Greot Lakes ond Monitoba forests, the northern
Torests =nd thec far western forests. Flsheries 2lso and mincrals
could be administerel coh « regimcel desie. The problems af the
Atlantic ond the Pacific flsheries arc {ifferent =onl require locnl
understonding and separste trectment. One might even aquestioen the
nced for dunl adéministrotion of agriculture. Given afequate finan-
clal copacity there ore many functions more sultsble for regionzl
thon notisngl o2dminis troti~n, just as full contrel o the basie
economic processes must be lodged in Citawa without the possibllity



of obstzcle from "provincisl ri_hts" if there is toc be successful
regulation of the econcmy. If this thesis for a moment bDe zccepted,
it implies thet the Maritimes would seek far a solution of theilr
major economic problem of emsloyment not separately tut as an in-
tegrzl part of the Canadian nation. In that nation taey would be,

28 a result of the war, an even less importunt industrial region

than Lefore, The great concentrztion of new industry and enterprise
in the central provinces, even zllowing for much capltal obsoles-
cence in peacetime industries and for much new capital that cannot

be converted from war to peace, nas given those provinces even more
than before possession of the industrial orocesses of the nation.

The Mzritimes can scarcely hope to have that process of concentra-
tion reversed in their favour affer the war., What they may properly
expect 1s the development of those indus tries which the experlences
of both war and peace have shown to possess speclal clventages in the
Maritimes, forest industries, fish end fish-processing, iron and
steel and assoclated inCustries, certsin types of ggriculture and
shipping., It might even be in the ncotional as in the reglonel inter-
est to suzgest the devolution of cdministrotion over some of the
natural resources on wnich these indus tries rest.

The third "area of decislon' is that of purely provincial
policy. The people of the mrovinces already possess some and might
possess all of the administrztive cuthority over forestry, agricul-
ture, mines and fisheries. They core responsible Tor the Gevelop-
ment of educational and nublic hezltn services, and in thelr own
hands sre what they wish t o make of thelr towns and rur:sl communities,
As we have szid it is not the functiocn of such = work zs this to
advocate policy. But we havc seen the effects of the war on the
forcst industries. The question arises as to what forest pollcey
should be pursued to prescrvc the forests from exploltation end to
enable the forest industries to keco end lmprove their wartime
expansion. Something the same czn be szld for agriculture, though
here there is more dependence on the ability of Canzdi=sn industry
to absordb surplus farm popul:tion, HMining and heavy industry we
have seen to have had grcat cxpansi on during the war, but in this
case their future depends more on federzl reconstruction poliey than
on vrovincial policics, though cven in thls case, we have seen that
the province of Nova Scotia hzs on its own account explored the pos-
8ibility of developlng a complementary diemiczl incdustry in Cepe
Breton.

Ecucational and otaer social services will, as an immediste
aftermatn of war be demanced on zn cxpanded scsle. Soceisl problems
of adjustment and retroining will be great, as we haove seen. Here,
too, the people of the provinces themselves will heve %o decide wha
and how much they wlsh to do. The Tlscal posifion of provinces
and municipzlities has been much improved by the elastic buoyancy
of revenues, thouzh costs nave gone up, debt charzes in American
dollars orec irksome zhnd some tox sources hove been lost to the Dom-
inion. However fiscal capseify w1l impose no limit to what 1s to



be Gone. Tne Dominlon in any case will be =speniing heevily and
will unéoubtedly be ovrepared te subsidise provinciazl and municirv:zl
reconstruction projects, War, zfter gll, is >urely nez=tive in
ts results. It orevents other people, the Nszls, from cGisposing
at their will of our lives and resources. IT anes not determine
aow, when we nossees the unchallenged right to dlspose of them
ourselves, we shall decide to do so. If we are prepared to pay,
28 we are now payilng, for the right to bulld up & good national
1life according to cur purposes, we should not rind the price of
that nositive achievement beyond our means,
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