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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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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 -




33

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,




47

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:



50

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
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_+ =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
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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 7