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INCE the earliest settlements, pros-

perity in the Maritimes has depended
on external trade. To-day this is true
of the Canadian economy as a whole
but the Maritime economy remains one
of the areas of Canada which is partic-
ularly sensitive to world trade. Recently
Canada has been adapting its economy
to a rapid post-war industrial develop-
ment over and above our war-time growth
and at the same time to a drastically
changing pattern of world trade. This
process has involved and must necessarily
continue to imply difficulties for specific
industries and the areas in which these
are located. In these industries or areas
there is a natural tendency to exaggerate
the problem from a Canadian point of
view; perhaps there is a danger of such
exaggeration in the Maritimes. True,
the area is not only the source of primary
products such as apples, lumber, fish,
and potatoes for which foreign markets
have been vital, but its ports of Saint
John and Halifax and the hinterland repre-
sent channels through which trade ebbs
and flows. Our shipbuilding industry
necessarily reflects the demands, active
or otherwise, of international trade. But
this is not to say that the Maritimes are
unique in experiencing difficulties at this
time.

Events of the last decade have made us
realize more clearly than before the im-
portance to the Maritimes of trade with
what is now called the sterling area. Some
Maritime products have been developed

especially for sterling markets. Shutting
off those markets does not call only for
finding a new market for the same product:
it requires developing a new and in some
cases substantially different produect.
Apples are perhaps the outstanding ex-
ample. Again, however, there is a danger
of over-emphasizing our dependence on
sterling area trade.

With the sterling dollar crisis ranking
with the cold war as a leading feature
of world news, there is a tendency to
think of our export problems solely in
such terms, and to assess sterling market
prospects on an ‘‘all or nothing’’ basis
unjustified by the facts. Perhaps it is
also inevitable that there should be a
widespread wishful assumption that old
patterns will soon be restored, and that
we should tend to think in terms of
“tiding over’ distressed export industries
until supposedly ‘‘normal’”’ times return,
rather than ecritically examining the real
nature of our problems.

It would be easy to take the approach
of discussing, industry by industry, our
main export products without ever view-
ing our economy in broad perspective.
Statistiecs on apples, pit props and salt
fish ean be found in any standard refer-
ence work. It might be more helpful to
question whether the direction of our
essential trade interests to-day has
changed, before looking at details. Only
after agreement upon our long-term ob-
jectives, in relation to the changes arising
from and since the war, will it be profitable



24 PUBLIC AFFAIRS

to discuss details as to how these objec-
tives can be achieved. Until the nature
of our difficulties is understood, proposed
solutions are unlikely to be very sound.

Many export industries of the Maritime
Provinces are sharing the same currency
problem which has afflicted export in-
dustries elsewhere in Canada, but in other
cases the cause of declining markets must
be sought elsewhere. Where currency
reasons are the primary cause, the basic
question which we must consider is whether
to count on the eventual restoration of
sterling area markets. If we decide to
assume that sterling markets will come
back, the problem is to survive the inter-
val by whatever temporary expedients
are available. If we conclude that sterling
markets will not be freely available again
within the measurable future, we must
plan to reorganize existing export in-
dustries to fit this conclusion.

Federal government policy since the
war would appear to express every con-
fidence that sterling area recovery will be
achieved, although most of those con-
cerned with making policy have probably
doubted that this recovery could be
achieved without far-reaching and per-
manent adjustments in our trading rela-
tions with the sterling area. There has
been no alternative to this policy of
attempting to provide the conditions which
would maximize the possibilities of sterling
trade recovery: or rather the alternative
is too painful and politically unpalatable
to be faced until the possibilities of restor-
ing multilateral trade have been exhausted.
The seriousness of the basic situation
has been obscured in some people’s minds
by the temporary special arrangements
which during and since the war have
enabled goods to flow to the sterling area
in spite of the inability of that area to
earn dollars enough to pay for them.
Mutual aid, export credits, UNRRA and
ECA purchases, and a variety of special
marketing contracts and agreements have
each in turn been hoped adequate to
tide over the sensitive industries until
conditions returned to ‘‘normal”. It has,
however, become increasingly clear that
the sterling-dollar problem is not a tempor-
ary (or at any rate a short-term) one.

This is the first point on which judgment
must be made.

Without attempting here to analyse
the pros and cons of the sterling dollar-
problem, it appears probable that the
old order will never be fully restored,
and further comments in this article are
based on this assumption. Again over-
statement must be avoided. Kven though
Western Europe may not again in the near
future be able to earn sufficient dollars
to purchase our products in the same
volume as in the past, it is still earning
some dollars and will both need to and
be able to purchase some of those goods
which we produce. The problem is a
marginal one, and should not be viewed
in extreme terms. For some of our tradi-
tional exports to Western Europe, includ-
ing the United Kingdom, prospects are
by no means poor.

EFORE developing the picture further
in terms of individual industries, how-
ever, there is an important point that
should be made. It was suggested earlier
that there is a current tendency to over-
simplify our export problems, and to think
of them in terms of the sterling-dollar
currency crisis even when the roots are
elsewhere.

Recent declines in export markets are
not all attributable to currency difficulties.
Technological changes and development
of competitive sources of supply must not
be forgotten. The Maritime Provinces
have good historical reasons for remember-
ing this, from the passing of the days
of the wooden ship, and even before. The
feverish activity of the war years, and
the subsequent world-wide curreney prob-
lems, have combined to make many of
us forget the quite substantial export
problems which existed in decades past,
when ‘foreign exchange control” was
a phrase known only to economic theor-
ists or had interfered but little with
the flow of international trade.

Even prior to the war, the position of
Nova Scotia apples in the United King-
dom market was by no means secure.
From within our own country, British
Columbia had offered strong competi-
tion. The apple producers of the eastern
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United States had made serious inroads
in the British market, with a high quality
product and volume much greater than
the volume from Nova Scotia. Australia
started in the 1920’s to market its apples
in the United Kingdom, in competition
with our own.

The loss of the market for pit props
is being widely blamed on exchange con-
trols; it is less frequently recalled that
this industry was a ‘“‘war baby’’, com-
menced only when the United Kingdom
was cut off by German military action
from its normal Baltic sources of supply.

New cheap methods of producing and
preserving other protein foods, cutting
the market for dried salt cod, and the
enlarged output of producers abroad who
offered intensified competition to the fish-
eries of Canada’s Maritime Provinces,
are developments dating from before the
invention of the phrase ‘‘dollar erisis”.
Those who believe in the eventual restora-
tion of the pre-war purchasing power of
sterling area markets should not assume
therefore that our export problems would
automatically disappear should that time
come. '

I1

URNING from the general to the
specific, the export prospects of the
Maritime producers are by no means uni-
formly poor. The problem can be cut down
to size by looking at a few of the principal
items.

The market for our pulp and paper
continues good. For sawn lumber, the
long-term prospects give ground for hop-
ing that we may actually improve our
position considerably. Western Kurope
(and also the United States) have for
several years been over-cutting, and the
needs of reconstruction are such that
lumber should have a high-priority claim
on dollar earnings. The folly of denuding
the German forests to supply lumber for
export has at last been realized, and Ger-
many is again turning into a net importer.
Those countries which have drawn heav-
ily on German supplies in the last few
years will once again have to look to

North America, and a new volume of
purchasing may develop within a matter
only of months. Whether Maritime pro-
ducers will share fully in these antici-
pated purchases may depend largely on the
extent to which we improve our efficiency
and develop and maintain adequate grad-
ing standards, but the opportunity would
appear to be there.

The position with respect to potatoes
is a complicated one, on which it is dif-
ficult to form judgment. The traditional
export market for potatoes has been in
the West Indies. Prince Edward Island
and New Brunswick have consistently
produced beyond their own requirements,
but have marketed large parts of their
crop in the other Canadian provineces.
Exports of table potatoes have consisted
of relatively small proportions of the total
crop, which moved abroad in response to
higher prices or merely to the extent
the Canadian market could not absorb
the crop. The situation has been dif-
ferent in the case of seed potatoes, which
have long enjoyed a quality - preference
in the United States market and have
moved into that market in substantial
quantities despite high tariffs and quota
restrictions.

As sterling area exchange controls be-
came increasingly stringent, shipments to
the West Indies were reduced sharply.
Supply conditions in the sterling area
caused relaxations from time to time;
in 1947 some 2.6 million bushels were
shipped to the United Kingdom, and the
West Indies imported relatively large
quantities: but the general contraction
of the sterling market continued after
each such relaxation. In these circum-
stances the growers gave more attention
to the United States market, and were
encouraged by the reduction of the United
States tariff from 75¢ to 3714¢ per hundred-
weight on imports up to a million bushels
of table potatoes and 2.5 million bushels
of seed potatoes a year. Their hopes
were partly realized, for in 1948 the low-
tariff quotas were filled and sales con-
tinued even under the higher tariffs. This
was possible only because of the United
States floor price of $2.70, which was high
enough to enable Canadian potatoes to
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be sold profitably after payment of the
full-scale duties. This ‘‘cashing-in’’ on
United States floor prices by Canadian
producers was the subject of negotiations
between the United States and Canadian
governments, which resulted in a Cana-
dian embargo on shipments of table
potatoes and narrow restrictions on ship-
ments of seed potatoes to the United
States. In 1949, a smaller Canadian
crop meant fewer problems in locating
export markets, but cases of Canadian
potatoes competing in the United States
under the protection of United States
floor prices were reported in the press.

The point to be drawn from the recent
history seems to be that it is impossible
to assess the long-run possibilities of the
United States market for Maritime
potatoes until United States floor-price
policy is stabilized. On the one hand,
the present situation where the floor price
across the border is so high may allow
Canadian producers to make profitable
sales on an occasional basis, but devices
for preventing these foreign raids on the
American taxpayer are sure to be applied.
On the other hand, if the potato floor
prices are removed or substantially re-
duced to terminate the fantastic over-
production at public expense which has
occurred in recent years, the consequent
shakedown of United States potato pro-
duction may leave the Maritime producer
in a strong competitive position, notwith-
standing substantial tariffs.

III

HE fisheries, so far as export markets
are concerned, fall into several dis-
tinet groups. The traditional staple export
fish of the Maritimes has been dried salt
cod; in recent years salt fish exports
have been surpassed in importance by
fresh and frozen fish; a flourishing trade
in fresh lobsters has been established;
and finally, during recent years canned
fish has found large but partly temporary
export markets.
The dried salt cod fishery has depended
on sterling markets for at least half its
output. The West Indies, Brazil and

Mediterranean countries were important
customers, although even before the war
sales to the United States, Cuba, Puerto
Rico and Central American countries in
the dollar area accounted for a third to
a half of export sales of dried salt fish.
This was long the only protein food which
would stay wholesome in hot climates
and was cheap enough to be within the
means of laborers in areas of low purchas-
ing power. In the short run, the sterling
area market for the product is reduced
and threatened by the dollar shortage;
the long run prospects for the product
are dimmed by rising standards of living
in former and present markets and by
declining costs for other methods of pro-
dueing and preserving protein foods. In
addition, the Icelandic and Norwegian
fisheries, with their new fully modern
equipment, have greater - capacity than
before the war, and promise to offer
intense competition in dollar as well as
sterling markets. There is also a danger
that our former sterling markets will
come to like the sterling area dried fish
with which they are now becoming
familiar, and that Canadian cod will
lose its former consumer preference.

Temporary succor has been afforded
by the war-time disruption of the Eur-
opean fisheries, which together with the
worldwide shortage of proteins has resulted
in substantial purchases of Canadian fish
by Italy, Greece and Portugal, with
UNRRA and ECA funds or otherwise.
The same reasons, absence of competition
and shortage of proteins, have resulted
in sterling area markets in the Western
Hemisphere devoting to purchase of our
dried fish large proportions of their scarce
dollars, made available indirectly through
ECA. Now, however, sterling area fish-
eries are in position to exceed their pre-
war production, ECA is ending, and sharp
contraction of the sterling markets both
in Europe and the Western Hemisphere
probably lies ahead.

As previously noted, the salt fisheries
have long marketed a substantial part
of their output in the United States,
Cuba, Puerto Rico and other dollar areas,
in competition with Newfoundland and
United States and European producers.
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They must now enlarge their market in
these areas, or reduce the output of salt
fish. Both alternatives appear likely to
be applied, sales in the dollar area (includ-
ing perhaps the oil-producing countries
of the Middle East) being pushed as
hard as possible, and some of the resources
of salt fishing being diverted to other
production, chiefly fresh and frozen fish.

Exports of fresh and frozen fish have
traditionally gone almost exclusively to
the United States, the only other exports
of importance being shipments of premium
quality fish, such as salmon and halibut,
to the United Kingdom and European
countries in the immediate post-war years.
With these relatively minor exceptions,
the prosperity of the fresh and frozen
fisheries has depended entirely on the
United States market. There they are in
direct and vigorous competition with the
New England fisheries, and always have
dangling over them the imminent threat
of quota restrictions or prohibitive tariffs.
The Geneva tariff negotiations resulted
in some reductions of United States tariffs
of importance to the Maritime fisheries,
and present trade policies of the United
States give more hope for further reduc-
tions than has existed in recent decades.
The modernized and expanded fisheries
of Iceland and Norway have access to the
United States. market under the same
quota arrangements applying to Cana-
dian fish, and in view of the general drive
of Euopean countries to earn dollars,
they will naturally do everything pos-
sible to intensify their competition with
us. If we can meet this competition,
if tariffs are reduced or held to present
levels, if the pressure from United States
fishing interests for other forms of restrie-
tion continues to be resisted, then there
is a reasonable expectation that Maritime
fish can hold its present share of the United
States market.

It might perhaps be pointed out that
more intense competition in the United
States market might create some internal
difficulties within the Maritime area if
Newfoundland is considered as a Mari-
time province. The development of mod-
ern fully equipped fresh and frozen fish
plants in Newfoundland during the recent

war may lead to intense competition
between Nova Scotia and Newfoundland
in the event of a general decline in the
salt fish trade. Under special taxation
arrangements, these Newfoundland plants
have been largely depreciated so that
their cost structure would be abnormally
low and therefore more highly competitive.

URTHER expansion of sales in the
United States market depends not
only on these conditions (and upon price
levels not far below those prevailing in
recent years) but particularly upon lower
costs of production and better methods of
preserving the freshness of the fish on its
way to market. Improvement in product-
ion costs may lie in a shift from the present
predominantly small-vessel operation to
a greater use of large trawlers and drag-
gers, if their use can be combined with
sound conservation methods. Extensive
research is being done into more effective
methods of protecting fish from deteriora-
tion from the time it is caught until it
reaches the consumer, and improvements
are in sight at several stages in the pro-
cess. In fresh and frozen fish lies the chief
hope of future expansion of the Maritime
fish products industry, and a degree of
qualified optimism seems justified.

The same is true of lobster exports,
which since the war have totalled from
$8 million to $10 million annually. Be-
cause they are luxuries, demand is variable
but usually strong enough to give attactive
returns: in recent years there has been no
difficulty about marketing the whole catch
at attractive prices, and this seems likely
to continue as long as the general level of
economic activity in the United States
remains high. Exports of other shellfish
are relatively unsignificant in total, al-
though they are important to some locali-
ties. The only foreign market of any
importance for lobsters and other Mari-
time shellfish is in the United States, where
they have a good reputation. Recent
improvements in preservation and trans-
portation, including air freight, may make
a wider market available there.

The foreign trade in canned fish until
the war years consisted mainly of sardines
and lobsters. Before the war, canned
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lobster moved chiefly to the United King-
dom, and also in important quantities
to France and Sweden. The United States
took only ten to twenty percent of exports
prior to the war, but now takes the great
bulk of them. Since the war, there have
been some substantial shipments to Sweden
Belgium and the United Kingdom, but
these have been intermittent and are not
likely to become regularly important so
long as England‘s dollar shortage con-
tinues. Kven so, there has been little
indication of trouble for exports of tinned
lobster; the pack has been readily disposed
of in North America, although the can-
ners would naturally be pleased to see
European markets re-established.

The trade in sardines, ‘‘little fish in oil”’
as the official trade statistics primly de-
seribe them, was well established with
British Preference areas before the war, at
annual levels under $1 million. In some
postwar years it has approached the $4
million mark, and has been successful in
penetrating the austerity programs of forty-
odd territories within the sterling area. Al-
though these markets are endangered by
the currency problem, sardines have a
utility value as an easily portable cheap
preserved protein which gives reason to
hope that they will continue to gain ad-
mission to sterling territories. In any
event, the dollar area has taken a quarter
to a third of exports in recent years, and
maintenance of these sales seems feasible.

Aside from these two staples of the Mari-
time fish canneries, there was a brief war-
bred burst of activity in the canning of
other fish, principally herring and mackerel.
When the extraordinary demand for pre-
served proteins eased off after the immedi-
ate post-war years, the market for most
of this canned fish disappeared. Its re-
appearance is hardly to be expected, short
of another ecrisis in world food supply.

IV

IMILAR comments could be made on
most of our less important export in-
dustries: they have problems to solve, but
the necessary readjustments are being made
without critical hardship. There are how-

ever exceptionally difficult problems for
some export industries, and amongst these
apple production and transportation ser-
vices are probably the hardest hit.

For the apple growers, the situation is
obviously serious. The apple industry,
centred in the Annapolis Valley of Nova
Scotia, has in the past normally produced
about 1.5 million barrels annually, of
which about 1.1 million barrels have been
exported, chiefly to Britain. Apples have
been the principal cash crop, in many.
cases the only cash crop, of those producing
them, and the transportation, storage,
commercial and financial facilities of the
Annapolis Valley area have been geared
to this erop. Since the war, the United
Kingdom market has existed only by
virtue of federal and provinecial government
assistance, direct and indirect.

The indirect assistance included Do-
minion Government ‘‘suggestions’” to the
British purchasing agencies, during ne-
gotiations for the ecredit to the United
Kingdom, that it would be wise to use
some of the credit to purchase Nova Scotia
apples. More direct assistance has taken
a variety of forms including underwriting
of the 1947 and 1948 crops by the Agricul-
tural Prices Support Board—and direct
negotiation by the Minister of Trade and
Commerce with the British Government of
a contract for part of the 1949 crop. The
prospects of continuing to lever open the
door to the United Kindgom market by
such annual negotiations are not good.
Representatives of the British Govern-
ment have made clear that the 1949 sale
is not to be regarded as any forerunner of
future business, and in any case annual
negotiations between governments, one
of which is an eager seller and the other a
reluctant purchaser, offer in the long run
neither prosperity not stability to the
growers concerned.

The alternative is to seek other markets
or other products. To seek other markets
is, in the ecircumstances of the Nova
Scotia apple industry, tantamount to seek-
ing other products, for the apples grown
for the United Kingdom and the methods
of selling to that market are quite different
from the apples and merchandising deman-
ded by other markets. The United King-
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dom market sought varieties entirely dif-
ferent from those in demand in North
America: a Cox’s Orange Pippin may be a
delicacy in London, but in Montreal or
New York it is just a little green apple that
nobody wants. To reorganize an agri-
cultural industry is a long process, to
reorganize an industry depending on the
maturing of trees a longer one still, but a
very substantial start has been made.
Once again, government assistance has
been made available in the form of a
Dominion-Provincial program to help fin-
ance the removal of trees bearing non-
marketable kinds of apples or their con-
version by grafting into trees bearing
North American varieties. The intention
is to concentrate production on a few
standard varieties saleable in North Ameri-
ca in place of the many scores of varieties
previously grown. Government has also
assisted private enterprise to expand cold
storage facilities, so that the erop may reach
the market in better condition, and much
has been done to improve grading, pack-
aging and merchandising methods in terms
of North American market requirements.
As one example, the box packaging now
required by most markets has completely
replaced barrel packaging.

So far, the United States market, which
could probably absocb the surplus over
Canadian requirements, has in general
been less receptive to Nova Scotia than to
British Columbia apples, but it is hoped
that education and acquaintance with the
Nova Scotia product will substantially
increase the demand in that market. The
United States under the General Agree-
ment on Tariffs and Trade conceded a
reduction in duties from 15¢ to 1214¢ per
bushel on fresh apples, and a 509, reduction
on processed apples, but the competition
of United States growers and processors
remains very strong in their home market.

During and since the war, the apple
processing industry has grown substantially
and through it an increasing proportion of
the Nova Scotia crop has found an outlet

in Central Canada. With the contraction .

of total apple production, the processing
industry has in fact come into competi-
tion with fhe export market for table
apples as well as providing a return on

grades and varieties not suitable for table
use. That competition became clear in
late 1949, when a last moment export
contract for fresh apples was made: the
processors, who had been planning a busy
winter converting the crop found them-
selves so short of apples that most of them
had to close down wholly or partially.
It may be that the processing industry
provides the best means of stabilizing
what remains of the apple producing in-
dustry: a firm if relatively low return on
the bulk of the crop, plus whatever income
is available from export or domesti¢c mar-
mets on the premium table apples, may
offer more to the producer in the long run
than the feast-or-famine experience of
recent decades. Development of new mar-
kets, and particularly markets for pro-
cessing industries, will not of course happen
by itself. The special flavour of processed
products such as juice, made from Nova
Scotia apples, will have to be sold to con-
sumers through efficient marketing.

UR great ports and our inland carrying

of goods, moving international trade
to and from Central Canada, are in a posi-
tion of peculiar difficulty. Here is an
activity which cannot be converted from
export trade to some endeavour within
our borders. At this point is reflected
any decline in exports of all those areas
of Canada which use our rail and shipping
facilities. The same extreme sensitivity
characterizes our shipbuilding industry,
which in addition is open to intense
competition from abroad. The railway
car building industry is similarly depen-
dent on the volume of traffic moving to
and from other parts of Canada, and as
with shipbuilding, the large volume of
export business it enjoyed during and since
the war has now disappeared, perhaps
permanently.

In saying that apple production and
transportation and related activities are
the only industries threatened with extreme
hardship as the result of external trade
difficulties, there is no implication that
other industries do not face trying and
perhaps painful readjustments. But it
does appear that most other important
industries are in a basically healthy con-
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dition, and capable of making those read-
justments.

Many of them have already been made;
others are now taking place quietly, some
of them almost unconsciously. The Anna-
polis Valley, concurrently with the decline
of the apple export industry, has become
the centre of a promising poultry industry,
which is not only producing eggs and
poultry for the domestic market, but is
building export markets for eggs in the
West Indies and other areas, and for
premium quality dressed poultry in Central
Canada and the United States. The
Annapolis Valley also now provides vege-
tables for canning plants which are filling
a part of the Maritime demand formerly
met by Central Canadian canners. More
recently production of quality pickles has
been commenced, and further develop-
ments in food processing are being put
into effect.

The lumber industry, not content to
await the reopening of Eurpoean markets
even though that reopening can be expected
with some confldence, is working through
the Maritime Lumber Bureau to establish
a market in New England. That market
requires different grading and a higher
degree of finishing than has been demanded
by European markets, and sales there
depend on thorough and aggressive pro-
motion. Progress has been made in bring-
ing the buyer and the seller to mutual
understanding, and the gradual develop-
ment of a healthy market in New England
can reasonably be hoped for.

v

N addition to these shifts of product and
market, there has been a widespread
but little publicised movement towards
diversification of Maritime industry. Tak-
en together, this diversification has the
effect of lessening the dependence of the
Maritimes on external markets. Examined
closely, the diversification appears to
follow three or four main lines, and these
lines may offer guidance for the further
adjustments of the Maritime economy
which may still be necessary or desirable.
First, there is opportunity for industries

which can establish a market, either en-
tirely in the Maritimes, or principally in
the Maritimes with some outlet in Central
Canada or abroad. The poultry industry
and the vegetable canning and pickling
industries mentioned above fall into this
group: so do the manufacture of margar-
ine, fancy paper boxes, automobile license
plates, steel cabinets, propane gas, and
many other developments which have
taken place or are in process of organiza-
tion.

Secondly, enterprise is finding opportun-
ity, in the adjustment of industries for-
merly exporting and in the establishment
of new industries, to serve the Canadian
market in general. In some cases this
means gearing to intensive competition
but the ready availability of intelligent,
stable and highly trainable labor, together
with supplies of some raw materials, con-
stitute advantages which in many ecases
will offset the disadvantage of our distance
from the bulk of the Canadian market.
The establishment of the manufacture
of electronic devices, of high-grade cutlery
and of specialised textile products are
demonstrating afresh, as Maritime choco-
lates, biscuits, knitted cotton -eclothing,
shoes, paint brushes and other manufac-
tures have shown in the past, that the
distance between the Maritimes and
Central Canada does not automatically
prevent our products competing there.

Thirdly, opportunity is being found in
manufacturing to serve the whole Cana-
dian market and in addition some export
markets. The production of Bendix wash-
ing machines and Servel refrigerators at
Ambherst is demonstrating that industries
for which the optimum level of production
is greater than that required in Canada
alone may find a very substantial advant-
age in Maritime location: higher costs of
Canadian distribution may be more than
offset by savings on export distribution.

The fourth possible class of diversi-
fication of industry, referred to above, is
related to the decentralization of defence
industry. The manufacture of electronic
apparatus could be fitted into this classi-
fication. So could the recent establishment
of a permanent aireraft industry near
Halifax, although this latter at the same



MARITIMES AND FOREIGN TRADE 31

time fills a regional market, in the sense
that it is working with naval aircraft
used in the Maritimes which previously
were sent as far as Vancouver for overhaul.
Further developments along this line of
decentralization of defence industry should
be practicable.

UCCESS in reorganizing, developing

and diversifying our economy along
these lines requires favourable conditions
in two vital sectors: freight rates and con-
trol of unfair trade practices.

It would perhaps be improper to com-
ment at length on the subject of freight
rates since they are now under study by a
federal Royal Commission enjoined to
consider their broad effects on the Cana-
dian economy, but, as trade within Canada
becomes relatively more important to us,
it becomes correspondingly more important
that the full utilization of our resources
for the general good of Canada should not
be unduly handicapped by transporta-
tion costs. Similarly, as we produce a
larger proportion of manufactured goods,
it becomes more important to us that
there should be an equitable balance
between the freights borne by finished
goods and those borne by raw materials.
There are Maritime products, such as
radar sets, the value of which is so high
that freight rates on them are relatively

ingignificant but for most of our present’

and potential manufactures freight costs
will be a ecritical factor in their ability
to compete in the prinicpal Canadian
markets.

Freedom from unfair competition is par-
ticularly vital to industries and areas
which are. seeking to enter competition
with established and highly organised
industries elsewhere. The Maritime mar-

ket for most manufactured goods has
since Confederation been a comfortable
preserve for Central industries, inereas-
ingly so as improvements in transporta-
tion and mass production techniques ex-
posed small Maritime manufacturers to
the competition of large-scale producers
in Central Canada. Now, as the Mari-
time market has grown in size and pur-
chasing power, it is again becoming increas-
ingly feasible for efficient production with-
in the Maritimes to compete in price with
Central Canadian products. At the same
time with the growth of industrial facili-
ties and skills in the Maritimes, it is
becoming feasible for more types of Mari-
time industry to compete economically
in the rest of Canada. To realize these
possibilities, it is essential that competi-
tion be free. Combines and monopolies
as such are not illegal under Canadian
law, and it is not suggested that they
should be. What is suggested is that the
Maritimes, with their urgent need and
strong possibilities for diversification of
industry, have a particular interest in
minimizing restraint of trade by combines
and monopolies, and unfair trade practices
such as control of retail outlets, tied sales,
loss selling and interference with raw
material supplies, whether they are in-
dulged in by monopolies or cartels or by
leading producers.

Granted freight rates conforming to the
national interest and maximum freedom
from unfair competition, there appears

to be no reason why the Maritimes can
not only overcome the present difficulties
arising from the changing pattern of inter-
national trade, but go on to contribute
an increasing proportion to expanding
Canadian production and prosperity.



