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cannot aITord the gigantic waste that
attends the unplanned development of
the national resoUl'CCS.

Because of the close relation of the
political process to the national cconolny,
go\'ernmel1 i has become more responsible
than e,'er for a l,;nowledge of the social
and economic problems of its people,
Accordingly, the role of the research

expert has become a vital one in tho
political process. SpeeificltJly, the exec­
ntive must have access to the findings
of the research expert ltnd planning
technician in order to provide intelligent
guidance of many aspects of national
policy. The research and advisory role
of planning is therefore indispensable to
the executive.

Post-War Prospects for Canadian Newsprint
By J, A. GUTHllIE

T HE tremendous growth in news­
print production which Canada has

experieuced during the last three decades
has been one of the most sensational
devc1epmen Is of the economic life of Ihe
Dominion. Tho manufacture of news­
print paper has increased rapidly and
steadily since the beginning of the present
century until it now occupies a position
of the first magnitude among the manu­
facturing industries of the Domjnion.
In 1939, the pulp and paper indnstry,
which is dominated hy newsprint, ranked
first in net valne of production mann­
factured, capital invested, and salaries
and wages paid.

Even more sensational has been the
riso in importance of newsprint as an
expol·t commodity. At the beginning of
the twentieth century no exports of this
tJaper were recorded in the Canadian
trade figures, By 1910 exports to the
value of 2,600,000 had made their
a~pcarancc. Newsprint, however, was
stIll relatively unimportant in the trade
of the country, ]'anking nineteenth in
\'Ulue of commodities shipped abroad.
Exports of wheat in that year amounted
to 52,600,000 and of planks and boards
to 33,100,000. A tremendous expansion
In the pl'oduction and shipment of news-
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print occurred during the \I'orld \\'al',
and by 1920 value of newsprint exported
from Canada had risen to 53,600,000,
Wheat, however, still maintained a sub­
stanti,.l lead, the exports of that com­
modity amounting to $185,000,000 in
1920. Newsprint continued to gain in
importance relatively to wheat and other
commodities until in 1939, the value of
newsprint exported from Canada execcded
that of any other commodity and amount­
ed to $115,600,000. 'rhus, in a pcriod
of three decades newsprint has risen in
importance from IDneteenth to first place
among Canadian exports.

Numerous factors have contributed
to this remarkable development. The
conSU1npt,ion of newsprint in the United
States increased enormously during and
alter the first World War. The intense
interest of tho public in war news was
reflected in rapidly increased circulations
and sizes of newspapers. FurthCl'more,
businessmen became keenly aware of the
importance of newspaper advertising in
st,imula.ting consumer purchasing. De­
tween 1915 and 1929 expenditure on
newspaper advertising jn the United
States increased more than threefold.
Technological developments in printing
also contributed to increased consumption
of paper by lowering the cost and increas­
ing the attractiveness of newspapers.
SporL, society, and comic pages were
expanded into sechons, and many special
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features were added. Pcr capita consump­
tion of newsprint. in til(' Uuited States
rose from 25 pounds in 1910 to 62 pounds
in 1929.

This tremendous increase in the demand
for newsprint paper laxed 10 lhe limit
the productive capacity of American
forests and ruHls. Conscquenily, wholl
the polilieally powerful press of lho
United Slates succecded in 19J 3 in
having newsprint put unconditiollalJy
on the free import list, most American
newsprint companies found it desira.ble
to build mills in Canada.

There werc numerous advantages in
doing this. Most imporlant of lheso
were a plentiful supply of cheap wood,
ready access to low-cost power, and cheap
means of tra.nsporlatiou. The spruce
and balsam foresls of Queboc. Ontario,
and the Maritimes provided an abundant
supply of chcap and relatively aecessiblo
pulpwood. 'rho numerous rivC'Ts and
streams which drained these forests were
a source of cheap power and also provided
an easy method of transporLing logs
from forest to mill. Proximity of lhe
Canadian pulpwood stands 10 lho large
cities of lhe Uniled Slalcs also gave
Canadian newsprint producers the a.d­
vantage of low transportation costs be­
tween mill and markel.

The expanding needs of tbo Amcrican
newsprint market were reflocted in re­
latively high prices dming most of lhe
period of lhe twenties. A marked scarcity
of newsprint during 1919 scnt thc price
skyrockeling in that year. The contract
price rose to $130 a ton, and the spot
price went much higher. Prices con­
tinued rolatively bigh during most or that
decadc, but gradually fell as more and
more mills were built, and old mills wore
increased in size. By 1929 tho Ncw
York price of newsprint had fallen to
565; considcred at lhat lime a lamenlably
low figure. But the downward sweep
in price had still somo distanco 10 go.
The optimism of lhe twenties had resulted
in the construction of mnch addilional
capacity, and new mills continued to
come into operation evel,1 after 1930.
The depression, which slarted in 1929,
caught the newsprint induslry in a

vulnerable position. Strenuous attempts
were made to prevent further price drops,
first by the industry and laler by the
provincial governmonts of On tario and
Quebec. The price of newsprint con­
tinued downwards, however, until it
reached a. figure of 40, where it remained
from April 1, 1933, until tho end of
1935. As a result of these conditions a.
large Humber of the Canadian companies
were forced into receivership and virtually
nono of them made any profits for several
years. The improvement in business
conditions in 1937 and a price rise of

7.50 a Ion lhe rollowing year provided
some much-needed relief to the industry,
but rising labor and other costs havo done
much 10 offset the moro favorablo condi­
tions in thc induslry sinco 1937. ,,·it.h the
advent or World War II and tbe elimina­
tion of competition from the Scandinavian
countries, conditions in the industry
have improved somewhat. But costs
have continued to rise and price-freezing
by the O. P. A. has prcvented, as yet,
an anticipated $3.00 increase in tbe price
of newsprint.. l\1a.nufactUl·ers are, there­
foro, slill forced 10 sell lheir product at
$50 a ton, and have received no increase
in price since 1938, despite a sharp in­
crease in the costs of labor, materials,
and transportation. Furthermore, with
lhe entry or the Uniled Slalcs into the
war, the demand for newsprint for ad­
vertising purposes appears to have fallen
off. The danger 10 ocean shipping and
lack of shipping space havc also curtailed
overseas shipments. Hence, t.he im­
mediate prospecls for the Canadian
industry are not. particularly promising.

The long-run prospects for newsprint
in the post-war period, however, are of
much greater importance to the Cana­
dian rconomy. To at.tempt to make any
estimale of lho fuluro dcvelopmcnt of
the indnslry is both difficult and
dangerous. But certain of the factors
determining future trends call be seen,
in part at least. Per-capita consumption
in lhe Uniled Slales, lhc principal market
for Canadian paper, cannot be expected
to incl'ease much. It has averaged about
55 pounds over the last fifteen years, and
in lhe future will probably not exceed
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this figure by v(,ry much, for the radio
has become a morc and more serious
competitor of the newspaper as an ad­
vertising medium. Expenditure on radio
ad vertising has increascd greatly since
1929, whcreas expenditure on newspaper
ad,·ertising has declined since that year.
According to a rccent estimate, the
population of the United States will
increase about seven per cent between
1940 and 1960. Newsprint eonsumption
in the United St"tes, therefore, may be
expected to increase by about the same
percentage. Future consumpt.ion in over­
seas markets-Europe, South America,
Austmlia, and the Orient-is more dif­
ficult to forcsee. When trade conditions
return more nearly to normal in the post­
war period, Canadian exports of paper
can reasonably be expected to be about
the s"me 0'· somewhat larger than they
were in tho Len-year period preceding
"'orld War II. In any case, overseas
ship1l1onts have not been a large per­
centage of total Canadian exports. Be­
twcen 1930 and 1939 they averaged
only 16 per cent of total Canadiau pro­
duction. During that same period, ex­
ports to the United States amounted to
77 per cent of the Canadian production.
The American market, therefore, is by
far the most important outlet for Cana­
dian newsprint.

'Viii Canadian newsprint manufacturers
be able to hold their share of the American
market? What of the competition from
mills in the Southern States, in Alaska,
and in the Scandinavian countries? News­
print is now being made on a commercial
scale ill Texas from sou thern yellow pine,
and the industry is likely to expand in
the southern states. Canadian newsprint
producers, however, will probably have a
?ompC'titive ach"antage over those located
m that area if Southern manufacturers
should attempt to sell their paper in the
large cities north of UlC Mason and
Dixon Line.' Southern producers will
doubtless supply most of the needs of
Southern new'paper publishers, but this
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additional American production JIlay be
offset by a reduction in production III

high-cost areas of tbe United Sllttes.
Alaska also is a potential sourc£' of

newsprint. Paper manufactured there
could compote in eastern American mar­
kets with the Canadian output. The
distance it would have to be transport£'d,
however, would put Alaskan manufactur­
ers at a serious disadvantage. The timber
stands of Alaska will likely remain as a
reserve supply until such lime as the
Pacific Coast or Oriental markets ,·equire
additional newsprint.

The Scandinavian countries will also
probably re-enter the American news­
print market when international trade
is again restored. Scandinavian 11ews­
print, however, has never competed
seriously with Canael ian paper in tho
American market. Prior to 1940, the
European imports of newsprint into the
United States were rarely more than
one-tenth of the Canadian imports. For
a few years immediately preceding the
present war Finland was the largest
European seHer of newsprint in the
United States.

Another factor which will naturally
affect the future of the Canadian news­
print industry is the supply of Canadian
pnlpwood. There is, at present, insuf­
ficien t information available on the rates
of growth and depletion of Canadian
timber stands to allow an accurate
appraisal of the extent and possible
duration of the pulpwood resources of
the Dominion. From the best "vailable
informatiou, however, it would appear
that the pulpwood supply suitable for
making newsprint is not being seriously
depleted. The supply of pulpwood con­
trolled by, or accessible to, most of the
large newsprint compauies is also suf­
ficient to meet their present requirements
in perpetuity.' Thus, provided no great
expansion occurs in present newsprint
producing e"pacity Canadian firms will,
in general, have sufficient pulpwood to
supply their requirements. This situation,
of course, differs considerably by regions.

1. Guthrie. 01'. cit. p. 26-2g.
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The post-war outlook for the Canadian
newsprint industry, thereIore, is relatively
favorable, eonsidered both from the stand­
point of future market possibilities and
future sources of pulpwood .upply.

What is the outlook for the industry
in the Maritime Provinces? The produc­
tion of lumber and wood pulp has been
important there for many years, bnt the
manufacture of newsprint paper is of
comparatively recent origin. One re­
latively small mill commenced producing
newsprint in Nova Scotia about 1923,
but until 1929 its output averaged only
about 20,000 tons per year. By 1930,
however, two other large mills had come
into production, and in 1931, the output
of the three mills in New Brunswick and
Nova Seotia amounted to about 225,000
tons-roughly 10 per cent of the total
Canadian SUPI)ly. Since then the Maritime
production has averaged about 250,000
tons annually, and in one year almost
equalled 300,000 tons.

The competitive position of the Mari­
time mills compares favorably, in general,
with that of other newsprint mills in
eastern Canada. Wood costs are, on

the average, at least as low as those in
Ontario and Quebec, and power and otber
costs do not differ appreciably from the
averages in the other two provinces. An
advantage which the Maritime mills
enjoy is their location on tidewater.
All three mills are situated on navigable
deep water, and therefore, can be reached
by ocean vessels, and one of the three is
the only Canadian newsprint mill east
of the Rockies whieh can utilize year­
round water transportation. This ad­
vantage of location results in a consider­
able saVing to the mills, for the cost
of transportiug newsprint from mill to
market is relatively large.

On the whole, therefore, the Maritime
mills appear to occupy a favorable posi­
tion in the Canadian indnstry. The
most serious difficulty they may eneounter
in the future is a shortage of pulpwood.
At present, however, they seem to have
a sufficient supply for a long time to
come provided that, in the post-war
ora, thoro is no great expansion in news­
print production such as that which
followed the last World War.

The Canadian Excess Profits Tax
EDITOR'S NO'rE: The tax on excess

profits is one of the most widely discllssed
measures of C'anndi:1Tl war finanC€'. On
account of its compJicate<1 natr.re it is often
misintC'rpreted and still oftener misunder­
stood. PUBLIC AFFAIRS has the"pCo"e asked
two well known experts to discuss in its
columns some important aspect.s of the tax,
namely its administration and its effects
on Canadi&n companies.

THE EFFECT OF THE TAX ON 80
CANADIAN CORPORATIONS

By Lucy MORGAN'

1

W ITH every month Canada's \Val'
economy gathers momentum.

Trade totals soar to new heights, produc­
tion figures climb steadily, business indi­
cators rise. \Yith the saUle dizzy speed the
costs of war mount daily, an ever increas-

1. See Editor's NQto on p. 20.

ing percentage of the national output
is diverted to war, and with each succeed­
ing budget the government's tax needs
dig deeper into the Canadian pocket.

The net result of war stimulation and
war taxation on Cunadian business has
provoked Sl)eeulation and controversy.
Has the increased activity due to the war
meant higher profits? Does available
evidence bear Qut the extremist contention
that huge profits are being made out of the
war, or the equally extremist bnt opposite
contention that business is being choked
by the Excess Profits 'fax? An analysis
of the 1939 and J940 annnal statements of
a group of eighty corporations both large
and sUlall, representing widely diverse
aspects of Canadian business, suggests at
least a tentative answer to these questions


