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PREFACE

Pulp and paper manufacturing is one of Canada's best known
industries, but the spectacular woods operation of British Columbia
seem largely to overshadow the equally significant forest industries
of eastern Canada, particularly in popular accounts of Canadian manu-
facturing., It was therefore with great interest and some trepidation
that the writer approached the problem of preparing a thesis on a topic
which was to him, a new arrival from England, beyond the range of his

experience or knowledge.

Looking back, there can be little doubt that the first plan
for this thesis suffered from a lack of acquaintance with even the
broadest aspects of the industry in eastern anada. Once this had been
overcome, the problem remained that such a wi&ely scattered industry
did not lend itself easily to an intensive geographic study. .In ad-
dition, the industry is itself well supplied with research workers and
actively engaged in many fields of research on its own behalf. At first

glance it would appear presumptious to study the puip and paper indus~

try from the point of view of economic geography.

Nevertheless, this thesis is presented in the firm con-
viction that it is sometimes of value to be "on the outside looking in",
With this in mind, and acknowledging that it would behsuperfluous to
attempt a detailed description of the pulp and paper industry in northern
Ontario, the thesis is broadly designed to present a picture of the major

causes and effects of plant location north of the Arctic watershed.



Written information dealing specifically with the Ontario
northland is scant, but the pulp and paper industry in Cznada is well
documented. Great reliance has been placed upon information obtained
from Canadian paper companies operating in northern Ontario and further
assistance was readily obtained from the Ontario Department of Lands and
Forests at Kapuskasing and Cochrane, Ontario. Much of the data concern-
ing market conditions in United States was made freely available by the
U.S. Department of Agriculture and U.S. Department of Commerce, Washing-

ton, DQCO

During the spring and summer of 1958 the writer made several
visits to Washington, D.C., where much background information concerning
newspaper publishing was kindly provided by the Washington Post and Mr.
T.H. Serrell, Presiderit.of .the Washington Publishers' Association. "The
writer also travelled several thousand miles by car through northern
Ontario and Quebec to visit paper mills and woodlands operations. That
this thesis is presented at all is due in large part to the help and
understanding which the organizations and their staff listed below so
freely extended at that time.

- Abitibi Power and Paper Company, Iroquois Falls, Ontario.
T.H. Stone, Woodlands Manager, Iroquois Falls.

C.W.R. Day, Assistant Woodlands Office, Iroquois Falls, Ontario.

~ Canada Paper Company, Windsor Mills, Quebec.
E. Martinsson, Woodlands Division,

-~ QCanadian International Paper Company, Montreal, Quebec.
J.F. Rivard, Chief Forester.

- Howard Smith Paper Mills Ltd., Montreal, Quebec.
R.L.B., Hunter, Quebec Division, Quebec City.
R. White, Superintendent, Cochrane Subdivision, Cochrane,

Ontario.

- Longlac Pulp and Paper Company, Longlac, Ontario.

- Spruce Falls Power and Paper Company, Kapuskasing, Ontario.
T.P. McElhanney, Woodlands Division.

-~ R.E. Wicks and Company, Cochrane, Ontario.
R.H. McHendry, Woodlands Manager.
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CHAPTER I

PRINCIPLES

It is inevitable that the economic geography of Subarctic
Canadal will attract greater attention as human occupation and activity
increase, Indeed those lands, for so long the realm solely of the
physical scientist; are already exercising an attraction for a number

of students and research workers from the social sciences.

But so 1ittlé has been written about the most elementary
considerations of economic geography in this part of Canada that re-
searchers are frequently deterred from working there for fear of
becoming snarled in endless definitions and explanations which are
not directly pertinent to the topic of study. The problems facing
a student hoping to work in Subarctic Canada are manmy. Most geographers
working towards an M.A. or Ph.D. find that a broad field of research
is difficult to handle satisfactorily in this form, for such a topic
generally requires years of preparation and is likely to absorb con-
siderable financial resources. It is not surprising therefore that
research geographers are loath +©o attempt to unravel the elements

of Subartic economic geography.

Many students are either unaware of, or purposely ignore,
the association that their areas of study have with the broad spread

of Canadian economic geography, although to create a self-imposed

1. Subartic Canada: here defined as that part of northern Canada
lying with the forest zone where black spruce is the dominant
tree species (see Map I: ; po 31).



limit in this wgy sometimes makes the finished work of little value to

other geographers, or to the social sciences as a whole.

Technique

| One of the greatestlproblems for the student of economic
geography who wished to produce work which is of some lasting value is
technique, Isiah Bowman was aware of this difficulty when he wrote:
"Rigorously to employ a technique is desirable but to limit research to
the application of known techniques is to invite formalism, Perhaps
the greatest danger is the substitution of purely technical procedure
for creative thinking."2 But the physical and social sciences follow
a number of standard techniques which are usually quite effective.
Unhappily this is not always so in economic geography. Techniques must
here be flexible enough to embrace a wide field of study ~ in terms of

both space and time - but must also be sufficiently formalised to permit

a large number of variables to be organised into an intelligible whole.

To achieve this, the art of regional analysis is a useful
stand-by. Yet, of all the techniques available to economic geography
this is most clearly open to the dangers which Bowman pbints up.

An alternative method, sometimes referred to as the "Topical Method",3

similarly has certain shortcomings; for a systematic analysis of climate,

physique, soils, vegetation and occupations(which this technique requires)

1., Bowman, I. ‘'Geography in Relation to the Social Sciences", Part V,
Report of the Commission on Social Sciences of the American Histori-
cal Association, New York 1934.

2. Topical Method - Step by step analysis in common usage among geo-
graphers, which considers, in succession, Geology, Physique, Soils,
Climate, Occupations, etc. See Douglas Johnson '"Studies in Sci-
entific Method%, Journal of Geomorphology 1942-L6.
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can be circumvented by a simpler, less stereotyped approach. The more
rigid framework of economic analysis has something to offer, but the
insuperable problem remains that economic geography is, in large part,
qualitative and in consequence quantitative models are subject to severe

limitations.

Just as it would be inconsistent for the economist to include
geographical considerations in his analytical models it is unusual for
the geographer to use the methods and terms of the economist in writing
a geographical account. Common ground exists between the sciences but
there are few approaches common to both. To some extent there is a need
to wed the different approaches - at least from the geographer's point
of view - because economics is of importance in determining many of the
patterns of occupation and human activity which are his raw materials,
and also because a problem in the social sciences, or more precisely in
geography, can only rarely be expressed simply through one discipline,

A number of chapters of this thesis are broadly designed and it is hoped
that more is gained by stepping outside the strict lines of division

between disciplines than would result from abiding within them.

Location

This thesis is in part a location study, of why industry
chooses to locate in certain areas and shuns others of apparently equal
potential, The forces underlying location are largely, but not exclus-
ively, economic; some are physical, while others are social and his-

torical.

For example, tree growth in a given area may be stunted or



I

sparse and the resulting yield of pulpwood as low as five cords per

acre in consequence. Wood is not cut because costs per cord of ex-
traction and transportation to the mill are so high that the normal
margin of profit on the finished produce is eliminated. The economist
would contend that location of woods operations is determined by the
costs of producing, and the demand for, the finished product. To the
geographer's way of thinking the poor quality of the trees is a result
of soil characteristics, climate and drainage; in turn these make the
wood inaccessable or expensive to extract and are therefore the major

factors influencing the decision not to cut wood in a given area.

Both geographer and economist are right, or rather neither
is catego;ically wrong, for both approaches yield valuable information
explaining the 'why'! of location, but the real problem remains - to de-
termine the relative importance of each factor in guiding a final choice
of location for its woods operations. A possible solution lies in shap-
ing a strict economic analysis, but generally the variables are so num-

erous that the analysis can bear little relation to actual field problems.

For example, the optimum location may be determined by weigh-
ing the various manufacturing costs against each and choosing the least
cost location. This makes two assumptions; one, that the entrepreneur
is motivated only by the desire to maximize profits; two, that he acts

rationally in the etonomic sense:

A1l too often the latter assumption breaks down in practice,

L. Cord: Unit of measurement of stacked wood defined by Federal
Statute as the amount that can be piled in a space containing
125 cubic feet.



for choice of location is infrequently purely an economic choice; it
often involves historical and personal factors. The optimum location
mgy have been established under conditions which have since changed, or
the entrepreneur may have personal contacts of a business or social
character at a site far from the optimum location and prefers to build

a plant at that site.,5 Thus‘no economist can be said to have success- -
fully outlined a 'general theory! of location which has proved complete-
ly satisfactory, and the empirical studies contained in most recent work

have, in the main, emphasised the problems of formulating one rather

than pointed a way to a solution.

The geographer is in a position to bring together the special-
izedlwork of various sciences and may make a valuable contribution by
synthesis, but he must avoid overstating the case for his own discipline.
Walter Isard was perhaps aware o6f this when he wrote, "Physical features
have a critical value as barriers only with respect to a given or assumed
state of technology and in particular transport technolbgy."7 The follow-
ing chapters are in part designed to show how the pulp and paper industry

in the James Bay Basin reflects Isard's generalisation.

Despite the fact that this thesis is written about a relative-

1y small area of Canada its wider application is not overlooked. There is

5. See M. Greenhut: Plant Location in Theory and Practice (1956)
Part 3, Empirical Studies.

6. See E. Hoover: The Location of Economic Activity.
M. Greenhut: op. cit.
W. Isard: Location and the Space Economy 1956.

7. W. Isard: op. cit., Introduction.



aprogression in the following chapters from general aspects of the pulp
and paper industry in Canada to the particular features of those mills
located within James Bay watershed; bearing in mind that a close econ-
omic and geographic association and interaction exists between the North

American industry as a whole and the mills in James Bay Basin.



CHAPTER II

AN OUTLINE OF CANADA'S PULP AND PAPER INDUSTRY

Asked whether paper is a luxury or a necessity most people
would answer, with little hesitation, that it is a necessity. Few, how-
ever, would be immediately aware of the tremendous extent to which paper
 is part of almost all aspects of modern life, In the last half century
its use has become so extensive that it now ranks in people's minds with
water and other resources that are so frequently taken for granted, as

an expendable material.

The greater part of postwar expansion in paper consumption
has taken place on the North American continent. Canada, with her vast
forest resources and long-established pulp and paper industry, has been
in a strong position to satisfy this demand. So great has it been in
fact, that the major suppliers of pulp and paper in both Canada and
United States have, until recently, employed their capacity to its physi-
cal limit. Demand has outrun supply in the last nineteen years despite
programmes of rapid plant improvement and the construction of new mills.
Only in the last year and a half has capacity kept pace with consumption,
so that late in 1958 only 85% of North American capacity was operating.
The President of the Canadian Pulp and Paper Association, R.M. Fowler,
described the situation as "a return to normality in an economy of
abundance, after nineteen years of abnormality caused by war and its

1
aftermath."

1. R.M. Fowler, President of the Canadian Pulp and Paper Association:
Address to the Annual Meeting of the Pulp and Paper Association,
February 1959,



The air of optimism prevailing in Canada for a number of years
past has been tempefed by the industry's experience in the last year and |
a half. It is now clear that many observers were not justified in con-
sidering Canada's huge forest potential as unlimited (there are 1.7 million
square miles of forest land of which 892 thousand square miles is estimated
as productive),2 for it must at all times be related to the demand for
forest products. This demand has determined the growth pattern of the
Canadian industry since World War II and it will just as surely Be the

most important factor in guiding the future as it has been in determining

the past.

Measured in physical terms - of potentially productive forest -
Canada's ability to produce is an expression of the limitations that
physical factors exert upon the Canadian pulp and paper industry. But
actual output during recent years is an indication of the economic re-
gtrictions which affect it. It is in the light of these latter restrict-

ions that the following brief survey is constructed.

Size

Although not the most spectacular Canadian industry, pulp and
paper has grown hand in hand with the striking postwar expansion experienced
by the whole Canadian economy - paralleling other major resource develop-
ments such as hydro-power and minerals. For many years it has led all
other industries in terms of gross value of production and selling value
of factory shipments (the main criteria by which the Dominion Bureau of

Statistics measures industrial size.)

2. Newsprint Data 1958: The Newsprint Association of Canada.



Latest yearly figures available indicate that 128 pulp and
Paper mills were opefating at the close of 1957. Forest concessions
held by these mills, combined with the area occupied by farm woodlots,
totalled some 302 thousand square miles, Thus total occupied forest
land in 1957 was only 34% of the forest estimated as productive and

a mere 18% of the forested area of Canada.

A little more than one third of all wood cut from forest
holdings was used to make pulp, Output was some ten and one half million
tons, of which Quebec produced nearly half of the total. ‘Ontario ac~
counted for 26% and British Columbia 11%, while the other provinces pro-
duced the remainder. More than three-quarters of the pulp produced was
converted into various forms of paper within Canada, so that integrated
pulp and paper mills dominated the industry. 2.3 mil%ion tons of raw

pulp were exported, mostly to mills in United States.

Newsprint

Newsprint is by far the most important form of paper made in
Canada and absorbs roughly three=fifths of all wood pulp, as the follow-

ing table shows:

Table 1
L
Wood Pulp Supply and Shipments in Cznada - 1956
Shipments Tons Thousands Percent
Raw Wood Pulp 2,91L - 26.0
For Newsprint 6,433 57.5
For Boards Paper Board and other 1,094 9.8
For Papers 7L8 6.7
Total Pulp Available 11,239 100.0

3., Newsprint Data 1959: The Newsprint Association of Canada.
4. The Pulp and Paper Industry 1957: Dominion Bureau of Statistics.
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Since the end of World War II, Canadian newsprint production
has increased from approximately L 1/2 million tons in 1946 to more than
6 million tons in 1958, and with capacity now greater than current pro-
duction in Canada could produce more than 7 million tons per year. Such
a rate of expansion over the last twelve years has clearly been in re-
sponse to a major growth in demsnd for newsprint which has outstripped
demand for other forms of forest products, so that newsprint is becoming

relatively more important to the industry as a whole every year.

Consgggtion

The major stimulus to newsprint production has come from
United States. The proximity of this gigantic market and its importance
to Canadian paper producers is a key factor in the understanding of the
pattern of activity and location of mills north of the border. Never-
theless domestic and overseas markets are of considerable importance,
the latter particularly to mills at coastal sites, and it seems likely
that overseas markets will gain greater attention from Canadian firms

over the next few years,

Canadian mills have for many years provided the major share
of all newsprint consumed in United States and as recently as 195l sup-
plied 80% of the total. However rapid expansion of mills in southern
United States is now biting into the Canadian share of U.S. markets and
in relative terms Canada is supplying a smaller share of U.S. consumption.
But demand has been moving shead so rapidly that in absolute terms
exports of newsprint from Canada to United States have remained

steady since 1954 at a little more than five million tons yearly.




Throughout most of the postwar period newsprint manufacturers
have been hard pressed to keép pace with the demands of U.S. newspaper
publishers. Immediately after the Second World War publishers began to
pass on the effects of rising advertising linage and bigger newspaper
circulations, but with the advent of television as a major advertising
medium the level of newspaper advertising has become far more respon-
sive to general business conditions. Demand for newsprint therefore,
after slackening somewhat during the 195 recession, rose sharply through-
out 1955 and 1956. But the recent recession has again brought about
a considerable slackening of newsprint demand resulting from reduced
advertising.

Capacity
| Despite the encouragement of generally héawy demand the
number of new mills coming into operation in Canada has been limited.
Of the 2.6 million tons added between 19,6 and 1958 more than 65% has
been in the form of improvements and speed-ups of existing plant and
equipnient. The greater supplies of raw material required for increased
paper manufacturing have been achieved mostly through more efficient

cutting operations and a more systematic use of existing limits.

The Canadian industry as a whole reacted rather slowly to
the postwar trend of demand and it was not until 1955 that a big wave
of expansion developed. The %imenlag between planning and production
has been such that this capacity has only become fully available during
the last two years - just as demand from United States for pulp and
newsprint has slackened appreciably, and compebition from mills in

southern United States has become a serious threat in the market,



Present State of the Industry

The situation therefore has been one where the Canadian
pulp and paper industry has experienced a pause in both its long-term
trend of production and its rapidly increasing capacity. Many im-
mediate plans for new mills and new plant and machinery have been
postponed and the rate of capital investment in the industry as a whole
has fallen sharply. It is probable that total additibn to capacity

in 1959 will be relatively small.

Consumption of newsprint in United States declined 7% be-
tween its peak in late 1956 and a low which occurred in the spring
of 1958. Most estimates indicate that future increases in North American
consumption will take place at reduced speed compared with pre-1957
rates. Thus Canadian mills face a rather slowly expanding market at

the present time.

Competitive Position

In addition, Canadian paper mills are experiencing a grow-
ing threat of competition in U.S. markets from mills in the southern
states. United States newspriht capacity now stands at a little over
2 million tons and mills have been operating at rates exceeding 80% of
capacity for the past three years despite the addition of half a mil-

lion tons new capacity over that period.

The material advantages which Canada was thought to possess
over all other areas of North America for the production of newsprint
are dwindling as technological advances improve quality and reduce the
cost of southern newsprint., The dense, rapid growth of southern pine,

the ease of cutting, and the availability of cheap water transportation



for the finished product, all yield cost reductions compared with
Canadian operations: Vernon E. Johnson has established that the cost
of delivering newsprint from a mill at Mobile Alabama "is an average

35 per tonsless" than the delivery cost from.New. Brunswick to the same -

customers.,

But free price competition does not reign in the newsprint
markets of North America and therefore Canadian producers do not face
the apparently simple problem of competing with southern mills on
a price for price basis. Newsprint is regarded as a standard product,
sells at a standard price, (see Chapter VII), and is sold at a deliver-
ed price, so that Canadian_producers have got to reduce average costs
per ton sufficientiy to make profits at f.o.b, fixed prices. It is
thus an advantage from a competitive point of view for low cost pro-
ducers in southern United States if they can hold the delivered price

as low as possible.

During the recent recession Cenadian mills have, for the
first time since the end of World War II, seriously felt the squeeze
between rising production costs and the delivered price of newsprint.
Recently some Canadian manufacturers have favoured raising the deliver-
ed price, but no action appears likely at the present time. Strong
competition from overseas, notably Scandinavia, in the North American
market has made Canadian manufacturers fearful of pricing themselves

out of the market.

5. Vernon E. Johnson, President of New Brunswick International
Paper Companies, November 1958.
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Thus the competitive position of Canadian mills producing
newsprint for North American consumption (and they form the majority
of the 128 operating mills) is poorer now than it has been at any
time since l9h6; Most manufacturers are hoping for gradual improve-
ment in the situation in the early 1960's, and the prospect of rising
North Americaﬁ consumption and more efficient cost saving techniques
of manufacturing lend much support to this view. Nevertheless a few
clouds now threaten the formerly unsullied horizons of the Canadian

pulp and paper industry.



CHAPTER IIX

PHYSICAL CONDITIONS AND MILL LOCATIONS

In the light of present economic conditions in the industry
the northerly position and physical isolation of the James Bay basin
from the heart of the North American continent appears to be a handicap

to development of the pulp and paper industry.

That part of Ontario which surrounds James Bay lies within
the southern limits of Subartic Canada. For Hudson Bay, biting as it
appears to do into the middle of Canada, extends severe climatic con-
ditions far south around its shores in winter. James Bay forms
a southerly 'appendix' of Hudson Bay extending from Cape Henrietta
Maria at the 55th parallel of latitude south to Moosonee near the 52nd

parallel.

Thus while latitude alone would not bring this part of
northern Ontario within Subartic Canada the influence of the large cold
water mass forces temperatures below freezing for about 7 months of the
year. Mean daily temperatures in northern Ontario do not rise above
0°F during January and by April are still not above freezing point,

May is probably the first month in which temperatures rise sufficiently
to encourage tree growth for suﬁstantial périods of each day. The

frost free period over most of the area is little more than 60 days.

Although a gradual climatic gradient exists from north to
south over the area, drainage conditions and soil characteristics are

largely responsible for the pattern of tree growth. This whole region
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lies within a few hundred miles 'of the northern limits of forest growth
which is not a clear-cut boundary but rather an ecotone, or broad trans-

ition belt.

There is no clearly defined climatic boundary to tree growth
around Hudson Bay. Marr contends that climate is not the local limiting
factor determining tree growth, nor the factor preventing trees growing
north of what is generally.accepted as the tree line., He concludes that
the direct factor preventing ;he occurrence of forest over all land

surfaces is the lack of soil. The experience of companies holding

timber limits between Cochrane and Moosonee strongly confirms this fact.

However most woodlands managers of paper companies in the
area would also cite drainage as an equally significant factor in tree
growth. The enormous number of rivers flowing from the arctic water-
shed to James Bay ensure that innumerable bands of well-drained land
extend on either side of each river for distances varying between
roughly L40OO yards and 1 mile which are particularily favourable to

the growth of the black spruce.

Between the rivers, which frequently flow over ground slight-
1y higher than the general level (usually between levées) lie areas of
ill-drained muskeg, shallow, acidic soils and bare rock surfaces. Even
black spruce which is the hardiest tree found in this part of Canada is
frequently unable to obtain a permanent hold here and as a result islands

of treeiess ground form far to the south of the climatic limits of tree

1, Marr, JW.: Ecology of the Forest-Tundra Ecotone on the East
Coast of Hudson Bay - Ecological monographs, McGill University,
1918 .



growth.

The existing pattern therefore is not, as is frequently
stated, one where a tree line extends in a south-curving arc across
North-West Territories, Hudspn Bay and Ungava Peninsula, for there is
no tree line as such but only a disorganized pattern of barrens and

forest determined in its detail by strictly local conditions.

Furthermore there is apparently no clearly defined com-
mercial limit of forest growth, a feature which woodlands managers
of the various pulp and paper firms cutting within the James Bay
drainage basin emphasised. The northern limit of merchantable lumber
_ Qaries with economic conditions in the industry, being indirectly de-
pendent upon the price of newsprint, the costs of manufacturing and
the expected profit margins of the various firms. Moreover it is like-
ly to vary from firm to firm depending upon the profit margin that each
is willing to accept. Small firms whose operation bring returns close
to break-even point are more likely to cut wherever they can glean
profits in stands which more prosperous competitors would regard as

unmerchantable.

IA case in point is A.E. Wicks and Co. which has woods oper-
ations along the Abitibi River between mile 90 and mile 120 of the
Ontario Northland Railroad; (i.e. roughly 90 to 120 miles north of
Cochrane), north of any operations currently undertaken by other com-
panies. In the past this same company has cut particularily good
stands of black spruce near Moosonee, further north than any other

company east of the Rockies.
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Both Spruce Falls Power and Paper Co. and Abitibi Power
and Paper Co. whose limits extend between 50 and 100 miles north of
the C.N.R. main east-west railroad (Quebec to Winnipeg) have found
that certain stands even in the most northerly parts of their limits
contain excellent timber., Nevertheless, extraction would be more cost-
ly than other areas currently being cut over; so that until the better
sections of their holdings are temporarily exhausted it will not be
worth while to cut it. Under present conditions the northern sections
of their limits are unmerchantable, but it is conceivable that they
will become merchantable as the limits currently being cut are ex-
hausted (these companies work on a natural regeneration programme of

90-100 years for regrowth of cut-over areas).

Thus the severe natural conditions of this part of northern
Ontario which would prove an obstacle to human occupation, settlement
and farming do not necessarily militate against the growth of commercial
forest. Such conditions are, in fact, ideally suited to growth of
black spruce, which is the most sought-after wood for newsprint, due

to its high quality and selling value.

But physical conditions offer a strong deterrent to per-
manent settlement and industry north of the line of towns between Hearst,
Ontario.and la Reine, Quebec. This line is roughly the northernmost
extent of the Ontario part of the Clay Belt. Clay deposits found over
an extensive section of this part of . northern Ontario offer comparative-
ly favourable soils for settlement and farming. The towns of Hearst,
~ Cochrane, Kapuskasing and Smooth Rock Falls are located immediately

south of the physical boundary which divides poor lands compounded of



muskeg, ill-drained forests and shallow acid soils from the Clay Belt.
These towns also take advantage of a natural fall line on the Kapuska-
sing, Groundhog, Mattagami and Abitibi rivers to generate power for

homes and industry, (see Map 1 ).

To the south of these'settlements lies another significant
forest ecotone. From this area to the arctic watershed (close to Lake
Superior) gradual climatic.amclioration, improved soil conditions and
better drainage result in thé gradual inclusion of a wide variety of
trees. Deciduous woods begin to mix with black spruce and appear in
larger numbers near the southern watershed, the forest classification
‘of Canada 1956 describes the species as balsam fir, aspen, white birch
and jackpine.2 Aspen as well as birch frequently recolonise after
black spruce and balsam fir are cut over, while south of Geraldton,
Hornpayne and Timmins it becomes increasingly uncertain that the black
spruce - balsam fir association will even regenerate naturally; in

other words it ceases to be the climax except in a few scattered lo-

cations.

But whatever physical advantages and disadvantages the James
Bay basin appears to have as a source of raw material and hydro-electric
power, its extreme isolation from the major North American centres of

population, manufacturing, and newsprint conswmption is a severe handicap.

The major centres of population along the north-eastern sea-
board of United States lie approximately on a radius of 700 miles from

the three pulp and paper mills at Kapuskasing, Smooth Rock Falls and

2. Forest Classification of Canada 1956 - Pulp and Paper Research
Institute of Canada.
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Iroquois Falls. The industrial concentrations of the central states
which include cities such as Chicago, Cleveland and Detroit, lie

nearly 600 miles in a direct.line from the mills.

The actual physical distances do not appear significant
vwhen taken out of context, but when they are considered alongside the
position of potential competitors in the newsprint market the serious
handicap of.location becomes apparent. Mills in the James Bay basin
are farther from major newsprint markets than any other mills in
eastern Canada. Theif competitive position, with respect to freight
and transportation costs on the finished product, is poor compared
with mills in southern Canada, such as those at Cornwall ahd Windsor

Mills which are within 40O miles of the major U.S. markets.

Just as distance raises the delivered cdst to the finish-
ed product, so essential supplies for construction, services and
certain foodstuffs suffer heavy freight cost, and prices of gasoline
and diesel fuel are as much as ten cents per gallon more expensive
than in the metropolitan areas of southern Canada. The area is not
self-sufficient in foodstuffs, despite some full-time farming in the

Clay Belt and part-time farming around the major settlements.

The isolation of this part of James Bay basin is aggravated
by the communications which, although adequate for most requirements,
are laid down along an east-west axis, (see Map 1). One main road
from North Bay to Port Arthur serves the whole region. The road surface
is for most of its length excellent, despite extremely difficult rock

and muskeg conditions. At the present time this artery carries much



heavy transcontinental trucking but this will probably be re-routed

to the south when the Trans-Canada Highway is completed. There are
also two major rail lines, the transcontinental C.N.R. route and the
Ontario-Northland railway. When the C.N.R. route was planned it was
hoped that Quebec would gain a deep hinterland to the west, bgt these
northern lands were so poor that even in Quebec, where colonization has

been heavily subsidized, this dream has not been fulfilled.

Both road and main railroad feed across the region rather
than through it, and only the Ontario-Northland railroad from Cochrane
to Moosonee provides a service along a north-south axis. Most com-
munications lie across the physical pattern of the James Bay basin and
severly limit the region's development, (see Map 1). The large popu-
lations and markets of the south decree that communications would be
more efficient and less costly designed along a north-south axis,

With connecting road or rail lines from the northland to the north
shore of lake Superior the region could take advantage of the cheap
water transportation to central U.S.A. and the eastern seaboard via

the Great Lakes and St. Lawrence Seaway. Freight savings might be par-

ticularly significant on a heavy commodity like newsprint or pulp.

The only communication which provides a north-south con-
nection is the natural line of the rivers, but the direction of flow
(which can be so cheaply used to transport wood to a pulp mill) would
carry wood northward towards the Arctic rather than southward towards
the major markets of the world. Throughout the whole region rivers
drain generally towards the north, a physical fact which proves costly

to the pulp and paper industry.
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The tenuous links of physique, communication and economic
activity between this part of Ontario and the south are in part a re-
flection of the way economic activities have developed. Most towns
within the watershed are reliant upon a single industry, usually ex-
tractive in character, for their livelihood. Porcupine, Cobalt, Timmins
and Geraldtonfor example are all mining towns based upon local sources
of gold, silver and cobalt ores., The towns of Kapuskasing, Smooth Rock
Falls, Ansonville and Iroquois Falls were all originally planned in part
or in whole as company towns, having been developed, constructed and
owned by the pulp and paper companies. Only Hearst and Cochrane have
any diversification of occupations, but even they are still reliant for
the most part upon a small variety of extractive and construction in-

dustries.

Indeed this modal or unit structure is the outstanding
feature of communities in the James Bay.basin. It is therefore dif-
ficult to make any useful generalizations about the settlement of the
area, for the nature of economic activity prohibits its treatment as
a cohesive geégraphical region from the point of view of industrial
geography, although it bears a distinct agricultural regionality as

part of the Clay Belt,
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CHAPTER IV

AVAILABILITY OF RAW MATERIALS

Woods operations in the James Bay basin supply raw material
to two groups of pulp and paper mills; but mill locations are diverse
in response to a variety of factors that inevitably enter into an entre-
preneur's decision when he sites his manufacturing process. The physical
isolation of wood resource in this part of northern Ontario reduces; but
does not eliminate, the attraction of the raw material source as a mill

location,

Firms have a wide choice of location and, depending upon
vwhat advantages may be derived, they may be found anywhere from the
source of raw material to the market., For example, pulp and paper mills
located within the James Bay basin (at the raw material source) neces~
sarily gain cost advantages from the minimisation of transportation
costs on the raw material. Alternatively firms located outside the
area sacrifice some of this advantage for economies in maﬁufacturing

and transportation of the finished product to the market,

Of all mills using this part of northern Ontario and Quebec
as a source of raw material, (see Map 3), three are located so as Yo
reduce transportation costs on pulpwood to a minimum, Abitibi Power
and Paper Company at Iroquois Falls and Smooth Rock Falls, and Spruce

Falls Power and Paper Company at Kapuskasing.

These three are physically closély associated being within

100 miles of each other; forest limits are adjoining in the case of
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Kapuskasing and Smooth Rock Falls plants. The third mill at Iroquois
Falls is separated from the other two only by a limit leased by Howard
Smith Paper Company on the Abitibi River near Cochrane and a narrow

belt of farming land, (see Map 3).

In relation to the main pulp and paper areas of Eastern
Canada (St. Lawrence and Ottawa Valleys and Lakehead region) Kapuskasing,
Smooth Rock Falls and Iroquois Falls stand like outliers, linked with
their southerly neighbours and each other only by the farthest extent
of their limits, Although their isolation from other concentrations
of the industry is not complete, for all practical purposes such as
pulpwood supply, power and transportation connections they form a sep-
arate grouping. Furthermore, although their forest limits are adjoin-
ing, or in the same general 1ocality, they are independent of each
other for supply of raw material. Each mill forms a complete unit hav-
ing no physical or economic links with its neighbours except common

main road and rail connections,

Each plant site is oriented towards the raw materials of
the pulp amd paper industry, power, water and of course the major raw
material pulpwood. The industry itself is weight-losing1 in character,
for the raw pulp before manufacture is heavier, more bulky and more

difficult to move by most transportation methods than is the finished

product,

It might be expected that the heavy demands on power, water

and raw materials which the manufacturing process makes would encourage

1. Weight-losing: The finished product is lighter than the raw
materials.
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location of mills near to the source or scurces or raw materials.
However, for most mills located in southern Canada numerous southward-
flowing rivers provide a very cheap methoadl of transportation for pulp-
wood from its source to a convenient bulk-breaking point2 nearer to the
main markets than a location at the raw msterial source. There are
jmany locations where river transportation, water power, labour supply
and good communications to the market combine to produce a low cost

plant site awgy from the origin of the raw material.

But an entrepreneur suf}ers few disadvantages with respect
to major raw materials by 1ocatiné north of the arctic watershed for
as well as some of the best quality newsprint pulpwood in the world
there is also abundant water power for use in manufacturing and |
some sulpher, (for chemical pulp processes) indigenous to the

area.

Pover |
As the company names imply, the three mill sites at Spruce i

Falls, Smooth Rock Falls and Iroquois Falls were chosen initially be-

cause they could be adapted to supply hydro-electric power which is

heavily used in the manufacturing process, but as the mills expanded,

more distant supplies of hydro-power from the fall-line along the

soutnern rim of the Hudson Bay lowland had to be tapped.

The Ontario section of the James Bay watershed has a water
ponsr potential estimated at 1,397,000 horse-power, of which the Albany

River has 175,000 horse-power in ten sites. The greater part of devel-

2. Inlk-breaking point: usually a trans-shipment point. |




oped power comes from the Moose River and its tributaries, most import-
antly the Abitibi River which has a potential of 500,000 horse-power on
eleven sites four of which have been developed, the Mattagami River with
its tributaries the Groundhog and Kapuskasing has 400,000 horse-power

potential at 11 undeveloped and 6 developed sites.

The Abitibi Power and Paper Company has three plants on the
Abitibi generating a total of 112,350 horse-power. The original devel-
opments at Iroquois Falls-191) and Twin Falls-1921 yield 32,350 and
30,000 horse-power respectively; the Island Falls development yields
50,000 horse-power. But the mill has outgrown this supply and draws
supplementary power from Ontario Hydro's Abitibi Canyon development
which yields 26l,000 horse-power, Smooth Rock Falls mill has some on-
site power but its major supply is derived from the Smoky Falls devel-
opment on the same river of 75,000 horse-power capacity.3

Although power potential is by no means exhausted in the
James Bay basin an additional sourcé of cheap power was added to the
region in 1958 with the opening of the Trans-Canade natural gas pipeline.
By agreement with the natural gas authorities the three pulp and paper
mills in the area are hoping to gain certain cost benefits from the use
of natural gas. Burners are currently being installed at Kapuskasing
and Iroquois Falls as an alternative power source., Under terms of the
agreement the companies will receive natural gas at reduced rates sub-
ject to the proviso that they are off-peak users liable to suffer reduced

supplies during periods of peak demand. Thus natural gas will become

3. Water Powers of Canada 1958 - Water Resources Branch, Department
of Northern Affairs & Netional Resources, Queen's Printer, Ottawa.



a supplementary source of power rather than a replacement for hydro-

electricity or coal.

Other Raw Materials

Other raw materials used in the manufacturing process account
for a small but significant proportion of manufacturing costs. Chief
among these is coal which is a major power sourée, but costs are high
because of the long rail hauls involved. Sulpher and sulpher dioxide
are also used in the chemical sulphate and sulphite processes of pulp-
making. Smooth Rock Falls which produces bleached sulphite pulp and
Iroquois which produces small quantities of the same material, depend
upon local supplies, chiefly Hayleybury and Noranda (where it forms
a bi-product of copper smelting), but some sulphite is also imported

from Texas.

Pulpwood

The major raw materlal cost to the manufacturer is pulpwood,
accounting for roughly L5% of total costs of raw materials. The James
Bay basin has two attracﬁions as a source, pulpwood quality, and pulp-
wood quantity. Although the resources of the area are not unlimited,
sufficient spruce is avallable within the basin to supply several mills
in perpetuity on a rotational cutting basis and also to provide con-

siderable reserve for possible future expansion.

For example Kimberley-Clark Corporation financed the Spruce
Falls Power and Paper Company at Kapuskasing during 192l when the com-

pany came in search of sufficient timber limits to sustain a paper mill

i, Information was obtained from the company in the Woodlands
Department at Kapuskasing.



in perpetuity, largely as a response to rapidly rising North American
demand for newsprint during that period. The move northward was partly
motivated by shortage of good limits in the more southerly parts of

Canada where the paper industry had been long established.

At the present time the company leases 6400 square miles of
land from the Ontario government, which must be sufficient to supply
the mill on a rotational basis in perpetuity under existing government
regulation of the industry. However only L3% of the total area leésed
by Spruce Falls Company is considered productive at the present time,
28% is non-productive. Black spruce accounts for nearly 90% of all
wood cut, while balsam and poplar make up the remainder. During 1957
only 31 square miles of timberland were cut to provide 270,000 cords of
wood. This, plus 80,000 cords purchased from farm woodlots, was suf-
ficient to supply the mill during that year. The most favourable areas
supplied an average of L0.l4 cords per acre compared with roughly 10 cords
per acre from poor lands; the overall average yield was 13.7 cords per

acre.

5
The Iroquois Falls mill of AbitibiéPower and Paper company

has an annual allowable cut of 217,000 cunits (255,000 cords). More
than one fifth of the Iroquois limit is classified as "Nonforest" but
the 43 square miles of merchantable timber has a concentration of 80%
black spruce, 3% balsam fir, 10% Jackpine and 7% poplar.and birch.’

This latter 7% is mostly regrowth/ -~ - = . S

5. Information obtained from the Woodlands Department at Iroquois Falls.

6. Cunit: 100 cubic feet of solid wood. A cord increased by volume
appropriately 85 cubic feet.
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established in areas which have been cut-over and which carried a high

proportion of black spruce when the mill first started producing (Map~h).

Like the mill at Kapaskasing it has always been company
policy that the mill at Iroquois should be self-sufficient in woodpulp
supply aﬁd despite rapid expansion of output the company's extensive
limits have made this policy possible. Both Spruce Falls Power and
Paper Company and Abitibi Paper Company were able to take full advantage
of the James Bay basin as a plant location from the point of view of

raw materials.,

The potentialities of this part of northern Ontario as a lo-
cation for paper mills were first realised during the early decades of
the 20th century. The Iroquois plant was the first mill to be estab-
lished north of the arctic watershed in this area. &he discovery of
gold, silver and cobalt at the Porcupine and neighbouring areas of
Quebec attracted many prospectors. Among them F.H. Anson, sponsored
by the Ogiivie family of Montreal, returned from a summer mineral pros-
pecting expedition in 1910 with favourable reports on the forest po-
tential and as a result he was able to raise finances for a mill at

Iroquois Falls,

Limits were leased from the Ontario Government in 1912
totalling 1560 square miles of land, and this was sufficient to supply
the mill capacity of 200 tons of pulp daily. At this time the only

means of access was by river from the rail head at Matheson 25 miles

south of Iroquois Falls.

During the early years woods operations concentrated on
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the most acéessible timber along the Abitibi River-and around the
shores of Abitibi Lake. But with expansion in demand, resulting in
increasing production during the period 1920 to 1929, the company
was forced to go further afield for pulpwood and a logging railroad
was driven some thirty miles northward across the limit to within
150 miles of James Bay, while the whole limit was extended piecemeal

in the same direction. (see Map 5)

By 1954 demands f§r newsprint once again encouraged the
company to open access roads eastward and northward from the railhead,
while the old rail line was converted to an all-weather road. In ef-
fect this opened the limit soﬁe forty miles north of the mill and
eastward to the Quebec border. During a span of L0 years the original
limits were extended from 1560 square miles to ;300 square miles and
capacity at the mill from 200 tons of pulp to more than 850 tons of

pulp daily.

Almost half of the limit still remains to be developed
mostly to the north of present access roads. As rotational cuﬁting
continues, the more accessible wood in the southern part of the limit
will be temporarily exhausted and the company will be forced to extend
operations gradually northward. Recent capacity increases are already
stimulating planning and construction of new access roads across the

northern section.

From a long term point of view, room for expansion is
a critical factor in the pulp and paper industry. The long term trend

in consumption of paper and newsprint on the North American continent




makes it attractive to firms to hold easily accessible reserves of
pulpwood which mgy be exploited whenever demand justifies greater pro-
duction. The companies operating in James Bay basin are well located
for expansion without incurring the high costs of long haul and scat-
tered sources of supply, from which the mills at Cornwall and Windsor

Mills in southern Canada have suffered.

Iroquois, Smooth Rock Falls and Kapuskasing mills are free
to_expand cutting to the north at virtually any time that demand and
costs provide a saﬁisfactory profit margin on an expanded mill oper-
ation. Whereas most mills in the south are already at a point where
their timber boundaries are fixed by the presence of other mills and
agricultural landowners, the three mills within the James Bay Basin

retain a flexible northern boundary.

At present woods operations do not extend to the northern
limits currently held under license, but sufficient wood is avail-
able there to satisfy most foreseeable requirements. There is no
physical reason why spruce cannot be cut almost to the shores of James
Bay, given the necessary technological and transportation improvements

on raw material extraction to justify it on a cost basis.
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CHAPTER V

WOODS OPERATIONS SOUTH OF THE MILL SITES

The great attraction of the James Bay basin as a source
of high quality pulpwood makes it of vital importance to the
companies concerned that woods operatioms should be techniecally -
efficient in order to overcome physical difficulties which besét
extraction of the wood, | Inaccessibility of merchantable timber
detracts from the appeal of high quali'_by spruce by raiging handling'

and transportation costs from the woodlot to the mill,

This probleﬁ looms larger 'bhé further north woods
operations are extended, but even in the more southerly parts
of the limits difficult terrain increases the costs of extraction
and handling compared with limits south of the arctic watershed,
Costs increase rapidly as operations are extended far’c.hef from the
mill sites and terrain conditions deteriorate. Nevertheless the
physical 1limit of operations is being constantly pressed no:;'thward
" on the crest of a number of technological improvements in pulpwood

handling.

Northward - flowing rivers, mostly tributaries of the
Moose River, provide the only water transportation over this part
of the James Bay basin., The value to woods operations of cheap
river transport is very high because for the most part there are
no charges on this method of delivery to the mill except those

handling costs which are incurred in moving the wood to the stream,

along the river, and into the mills.,
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But to take full adventage of water transport in James
Bay basin mills would have to be located at the northernmost extent
of their limits, This would involve high initial capital charges
on mill copstruction and isolation from the main road and rail
routes and settlements, The present locations of the three mills
~are an attempt at compromise betweén the loss of water transport
and the disadvantages of sites which could use the prevailing
stream flow., (See Map 3 ). Three mills are sited roughly mid~
way between the northernmost and sduthernmpst parts of the limits
along the line of farming land which has developed in the Ontario
part of the Clay Belt in association with the east-west road and
rail.

This belt of agricuiture, which is rarely more than 6
miles wide on either side of the east-west railroad is discon=
tinuous between Kapuskasing and Iroquois Falls, bubt forms a divid-
ing barrier between the northern and southern sections of leased
limits, separating the mill sites at Smooth Rock Falls and
Kapuskasing from their northern limit holdings., Abitibi has
managed 10 purbhase townships formerly held within its limits by
war veterans, so that there is a continuous north-south spread

over a distance of approximately 80 miles at Iroquois Falls, .. .

Wood cut in the southern sections can be moved directly
down the Kapuskasing River to the Spruce Falls mill;, down the
Mattagami €0 Smooth Rock Falls and across lake Abitibi to Iroquois
Falls. The Groundhog River, which also serves the Kapuskasing

limits, is usable only to Fauquier; wood is here transshipped into
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trucks for a journey of 20 miles to the mill, or is used in the

company sawmill at Fauquier.

A1l three companies make use of the headwaters of a number
of streams flowing to James Bay and therefore suffer some handicaps
-ecompared with mills 1oca£ed near the mouths of the large southward
flowing rivers in Canada, Stream flow is very variable, and snow
melt br;i‘.ngs_‘high spxji:a_g_ floods and leaves a low summer flow, Much
of the annual pfecipitation of the area appears as run-off because
absorption and transpiration losses are relatively small, although
evaporation from lakes is'substantial in éwrrmero Annual. run-off
diminished from roughly 20 inches at the headwaters near the; arctq.c

watershed to 6 inches near James Bay.

In consequence; the rivers are only.usable for logging
during a few weeks in spring and even then the flow volume is un=- -
reliable, Their small width and shallow depth frequently delay
the movement of pulpwood downstream and as many as 6,000 cords4 of
wood are o_ccasionally stranded upstream after the spring flood crest
has passed, |

1
Spruce Falls Power and Paper Company Kapuskasing

Of the 270,000 cords of wood cut on company limits during
the 1957 season roughly 210,000 cords reached the mill after some
form of IiVéI; drive; The Kapuskasing R. is the largest of the three
rivers serving the mill and is now the only river to carry any volume
of wood direct from the cutting site to the mill (101,800 corés in

1958).  The Groundhog R. handléd roughly 16,000 cords of woodrdﬂring

1, Informatlon prorv1ded by Woodlands D1v1s10n, Spruce Falls Power
and Paper Company - Kapuskasing.



- 37 -

the 1957~58 drive, but the quantity is declining each year; 1958

was a pgrfoicularly dry season and more thén 6,000 cords of wood were
stranded along this river. The Opasatika R. to the west of the mill
is no longer of any importance for logging-drives and only 119 ‘cards

of wood were driven in the 1957-58 season.

The declining importance qf the Groundhog R. and Opazatika R.
is a reflection of the difficulties of driving wood down such shallows
and unreligble streams, Their small size and flow make it necessary
to cut wood at thé stump to L ft. or 8 ft. lengths to ease passage of
wood downstream. The company is now finding that reduced handling
charges from cutting 16 ft. or tree length wood, skidding mechanically:
and moving in one haul', from stump to mill, more than offset the higher
cost of trucking compared with river transport. So that wood cut
more than 6 miles from a suitable river is now usually trucked direct
to the mill in preference to trucking to intermediate landing in kL ft.

or 8 £t. lengths and then driving from intermediate landing to mill.

The Opazatika and Groundhog suffer from the additional
handicap, in comparison with the Kapuskasing R., that they do not
flow direct to the mill. A1l wood entering these rivers has to be
removed at either Opa;satika or Fauquier and trucked or railed to the
mill, This additiopal handling is equivalent to a second trans-
shipment, proportionately raises the delivered cost of wood at the

mill,

The bulk of woods operations south of the river are still

using river transport down the Kapuskasing, but merchantable timber
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is becoming scarce within a range of 6 miles on either side of the
main stresm and camps are being moved progressively further from
water transport. Cutting usually begins in September over most of
the limit and continues through until Msrch, During the 1957-58
season when some production set~backs were experienced only one

camp was open in the limit south of the mill during surmer.

A1 wood is moved in a period of roﬁghly 60 days between
the beginning of Janmuary and March 10th; at the heighf of the
hauling séason 5,700 cords reached the mill daily, although the
average for the hauling season is about 4,000 cords, ;'.'So%A;fof;gll
wood cut on lirfsits is handled in L ft. lengths, mostly reéching
the mill by water; 27% is cut in 8 ft. lengths but most of this
is handled from the r;orth of the mill via the company railroad
or by horse and river drive from a camp ‘south of the mill; the
remainder - mostly 16 ft. length - is ususlly trucked direct to

the mill,

The company uses two cable yarders which can move
appi'oximatelj’ 10~12,000 cords each per season from the stump to
the access road. In addition, a mumber of tractors are employed
in summer operations for tree length and 16 ft. skidding, but
mechanical maintainance is costly due to heavy mdergrowbh in the
working area and soft or boggy terrain. Most of the 8 £t. and
L ftv., cutting is moved from the stump by horse and chain or sleigh
immediately following the winter freeze-up when the ground is hard
enough to bear bulldozers for winter access roads. Truéking

directly to the mill, which takes place entirely in winter (accounting
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for roughly 50,000 cords per year), is dependent upon snow roads
for a hard surface. Terrain which is quite impassable in summer
can usually be easily and quickly opened to hauling operations

immediately a_'f"ber"'" freeze=up,

During early years at Kapuskasing, the mill relied upon
water transportation for its wood supply and upon horse and chain,
or sleigh, to move wood from the stump to water, - But during the
postwar years, the shortage of horses for log hauling reduced the
extent of these operationsgy furthermore costs of summer pasturing
and winter feed for horses have been steadily rising, and the number
of ﬂorses for rent has declined in consequence., Operations with
horses are now roughly as expensive to the company as mechanized
wood hauling. Continual advances in reducing costs have also helped
to bring mechanization to a competitive cost level with the horse.
At the same time power~saw cutting has replaced the bucknséw so that

output (measured in cords per man hour) has risen corsiderably.

Y'Linked with the steadily declinihg value of horse operationms,
the river drive has experienced a similar loss of cost adVantaig'eo
Once the tractor and cable-yarder took over from the'- horse in the
initial stage of hauling, the 16 ft. log length began to replace

h ft. and 8 £t, lengths, although it is less easily driven by water,

The cable yarder, with its suitability for truck loading,
in effect eliminated one step in the number of times wood had to be
handl.ed bef‘bré' it reached the mill, Thus while the costs of handling

Vvia horse, river and rail haul have become relatively higher,
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mechanization has redubed the number of times wood has been touched
on arrival at the mill and direct truck haul from stump to mill has

become relativeiy less expensive.

Truck hauling has been able to take advantage of the severe
winter conditions not only at Kapuskasing, But afs’o on the Smooth
Rock Falls and Iroquois Falls limits where the Compan%{es have come
to rely upon ice or hard-packed, frozen, snow surfaceé' for trﬁck
access to cutting areas. Trucks and trailer trucks from 10 cords

to L0 cords carrying capacity in size are now ablé to mové almost to
| the stump to receive 1oads . Heavy undergrowth (with swamp and mus-
keg in slighﬁly.lower_areas) vhich is almost impassable to tractors
in surmer, is easily cleared or ridden over by bulldozers in winter,
4 hard surface of frozen snow eliminates the necessity of gravel
surfacing for access roads, which is expensive and in comparatively
short supply, particularly at Smooth ﬁock Falls,

Abitibi Power and Paper Company = Smooth Rock Falls

'.L‘i'fe Mattagami R. is more adaptable to log driving than
the Kapﬁskasing R; and the m:ill-a‘b Smooth Rock still places. greater
reliance upon water transportation than the Spruce Falls Power and
Paper. Company, Smooth Rock llmts are long .and narrow extending
along both sides of the Mattagami R. north and south of the mille
The Mattagami is one of the two major rivers which form the head-

waters of the Moose R, and possesses, as previously noted,

2. Information obtained from the Woodlands Department of
Abitibi Power and Paper Company, Iroquois Falls.
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(Chapter IV) considerable hydro-power potential. The hydro dam at
Sturgeon Falls to some extent regulates peak floods in spring and
even the yearly flow, which reduces the risk of logs stranding before

the log drive reaches the mill.

As a producer of high quality bleached sulphite pulp, the
mill consumes only black spruce and balsam. Its output of aboutb
250 tons of pulp daily is about one third the size of the neighbours,
ing company mill at Iroquois. The total annual cut is therefore
proportionately smaller and only 3 or L logging camps are open in the
southerly part of the limit in winter. These have enough wood
available close to river transport to mgke horse skidding and river

driving cheaper than trucking direct to the mill.

Wood is cut in the spruce swamps and river levees and
reduced to 8 ft, bolts at the primary landing to which it is forwarded
by tractor, Blue Ox, Nelson skidder or horse., It is moved from there
to the river by tractor and sulky or arch. 16 £t, wood is cut from
the higher ground and skidded in log iengbhs to the primary landing
from which it is moved to the river by truck or the mill direct.

More than three quarters of all wood supplied to the Smooth Rock mill

3
is obtained from limits lying to the south of the mill site .

While physical conditions are rather more in favour of the
utilization of river drive in logging operations here than on the

Kapuskasing limits, they are at the same time far less favourable to

3. Behnett W.D.: Logging Atlas of Eastern Canada, Pulp & Paper
Research Institute of Canada, 1958, P.5 (d).
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complete mechanization and trucking direct to the mill, Despite
intensive aerial photography and ground surveys insufficient ‘gravel
and road surfacing material has as yet been found to provide all-
weather access roads to the year round operations usually in progress
at the four main ‘camps. Most of the limit is so poorly drained

that road locating is frequently a major and costly operation,

Any extension of logging areas away i‘rom_thé proxi;ni’_qy of
the river favours t.rucl;ing direct to the mill on vﬁnter roads.x. as an
alternative to water drive, but there appears to be no immediate
prospect of this talu.ng place. _'Gapital inv:estmentf'.i;wolved in full
mechanization of woods opera'bi‘ons. is hlgh - it runs ﬂé some $hil
million in woodlands equipment on the Spruce Falls limits - and the
smalley scaJ;e of opera’c.i-otié‘- :ﬂ;" Smooth Ropk makes truck haul far Less
attractive, Partly this is a result of the smaller quantities of
ool cut in any one year, but partly it is & reflection of the

physique which £avours all-year=round Operaj:.ioné based on horse or
mechanical skidding and river driving direct to the mill,

- h
Abitibi Power and Paper Company - Iroquois Falls

Of the three mills in the James Bay basin, iroquois Falls
is most favourably located to take advantage of water transportation,
The mill site on Abitibi R. is connected with Leke Abitibi by a 30
mile system of lake and river channels, drowned when the Twin Falls
hjdro dam backed.up the waters of Abitibi R. to with:m 6 miles of

its exit from Lake Abitibi, The wide channels and water level control

i, Information obtained from the Woodlands Department of Abitibi
Power & Paper Company, Iroquois Falls.
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at Twin Falls make this section of the river well suited to the driving

and storing of logs.

Lake Abitibi effectively cuts the forest limits into a large
northerly a,n& small southerly secti:on, The lake itself is narrow
from north to south and long in an east-west direction, and its shore-
line is broken and irregular; overall depth is less than 16 ft. and
there are many islands. The lake lies in a basin=like depressj.on of
clays and sands thinly scattered over shield rocks, apd has created
its own area of drainage so that numerous short and small streams,
(usually less than 20 miles in length) enter the lake from all
directions; of these, the longest within Abitibi company limits are

the Lowbush and Circle Rivers (see Map 5),

The presence of Lake Abitibi and its numerous short rivers
enlarges the drainage basin of the Abitibi R. upstream from the mill
in a northerly direction; ‘so that, where stream flow is sufficient,
river driving can bring logs to the mill from townships more than 30
miles north of the mill and 50 miles east. Two=thirds of the yearly
cut on Abitibi limits enters the lake or river and reaches the mill by
water, and roughly one-third is now trucked direct to the mill along
winter or all-weather roads. By August 1958 roughly LO,000 cunits
of the previous winter's cat had Ij'eached the mill and 70,000 cunits
were still in the river after cro%sing the lake.

,‘
Changes in the methods ?f pulpwood extraction on Abitibi

linmits are following those apparent at Kapuskasing despite the

physically more favourable system of water highways. Abitibi, like



the ot;her two companies has found that trucking is becominé more
competitive with river driving for hauling wood supply to the mill,
80 that the proportion of wood trucked has been gradually i'n\creasing
since World War II, Future plans call for heavier reliance upon

mechanical ratﬁér; than physical hauling.
x4 v

During the early years of operation at Iroquou_s 5, only fl{e :
most accessible forest was cute 1In general, this was i‘oﬁnd in the
immediate proximity of the mill along the banks of the Abitibi River
sbove Twin Falls and arownd the shores of Lake bitibi, 4As these
supplies were adaa,\lsted,-" operations were extended in a northerly and
easterly direction and, after a rail wés' constructed north through the
westerly section of the limits in 1925, wood began to enter the mill
for the first time along an all land route. At roughly the same tih}e
two main landings were 7éétaﬁlished on‘Abi'bibi lake at Lowbush in the
west end Eadés ab the lake's most northerly bay. For a while the
small i'i'vers of the north shore were used for drives 'to these two
intemediatéi-lérxdings s but since World War II, the pracf;ice has Been
to haul wood onto the frozen lake by truck for dumping to awalt the
spring thaw. After 195) when the old rail was converted to all-
weather road and a trans-limit road link was established to Adair
township in the fér east near the Quebec border, truck hauling over'

land to the mill began to replace the lake and river route,

»

In common with other mills in James Bay basin, most cutting

i

takes place in winter and all hauling in the 60 days between approxi-

mately Jamiary lst and the begimning of March, The Company usually
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operates 5 camps during the winter along the trans-limit road and

keeps one or two open all the year round.

Of recent years all operations have been switched to
cutting 16 £t. logs, because the company has found that it yields
considerable cost reductions (over 8 ft. or L ft. bolts) in handling
and loading. Horse and chain skidding to access roads is still the
predominant skidding method, but cable yarders have been succegsful,
particularly on all-year-round operations, A small number of
John Deere tractors are employed but they have proved to be too light

in the wetter sections of the limit to give satisfactory results.

For the main haul, trucks of 12 t§ 15 cords capacity are
becoming more extensively used and can load 25 cords with a trailer
addition., As at Kapuskasing, the flexibility of trucking on ﬁnter
roads and reduced handling involved in direct trucking to the mill
more than offsets the low cost of water transportation and direct
trucking eliminates at least one stage of handling, reducing the

number of transfers from three by river to two by truck.

The lake and river also have some physical disadvantages
which cause delays in the spring drive. Shallow lla,ke waters require
shallow-draught tugs for towing log booms. To gain the necessary
towing power, the tugs use winch power from the bow as well as stern
paddle wheel power to tow the log boom. 4s a reéul‘b, tugs travel
three times farther towing a boom across lake Abitibi than an ordinary

tug would travel in deep water,
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The hydro dam at Twin Falls sometimes caguses water in the
river to back up.so far that the normal flow of Abitibi R. is
reversed; Water moving back from the power dam to lake Abitibi
frequently delays free logs on their trip down the river and, on

occasion, has been known to drive logs back to the lake, Tﬁe water
level has to be carefully controlled and the sluices on the main dam

opened regularly to allow logs to reach the mill 1l miles downstream,

Conclusions |

In summary, it seems apparent that the southerly woods
operations of all three mills in the James Bay basin have been
evolving along parallel lines. Endowed with a certain amount of
water transportation, (frequently unrelisble and soon too small to
handle ever growing quantities of annual allowsble cut), the compa:pies
fof a time concentrated upon effécting improvements t6 available water
transportation. At the same time the advantages of mechanical cutting,
éfcidding and. hauling have become constantly greater. Impfdved frucks_
with greater capao:;i’c,y;J and more efficient loading machinery are finally
beginning to show cost‘: é&Vantages over the o0ld methods us:‘ing' mén-

power, frequent handling &nd water transportation.
]

The detailed c)'éractef of the new cutting metﬁods and the
wide rénge of devices er_nployed is a reflec?idn §f how closely wood=-
lands' managers are attex.nptingﬂté: adapt meéhap'ical methods in the
woods to local terrain conditions. Expeziﬁentation is’ wnsbéntly

/

under way and trial and error have been a feature’of postwar operations.

After nearly fifty years of dominance by horse and man, wood opérations
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are beginning to acquire an entirely new pattern. Dominated by
the large truck, aided by easy construction of winter roads and
reinforced by mechanical skidders, woods operations are effecting
a push to the north to open up new timber stands formerly in-

accessible to man, horse, and water transportation.



CHAPTER VI

WOODS OPERATIONS NORTH OF THE MILL SITES

In response to increased mill capacities and growing der:}ands
for pulpwood, forestry limits have been cut-over in the more north-erly
parts of James Bay basin to as far as 90 miles north of the Clay Belt
settlements Formerly regarded as inaccessible, these limits have.
been developed for the most part under extremely unfavourasble physical

conditions.

Both Kapuskasing and Smooth Rock Falls plants cut a small
proportion of their total wood requirements on concessions north of
the mill, but Kspuskasing limits are better developed and a greater
proportion of annual cut can be hauled via a company railroad from
Smoky Falls than can be moved to Smooth Rock along winter roads.
Northward flowing rivers effectively bar logging drives to the mill

as a major hauling method throughout the area of these concessions.

In addition to the mills at Kapuskasing and Smooth Rock
Falls, seven firms with mills located south of the arctic watershed
face the ﬁroblem of moving pulpwcod from the James Bay basin over
distances up to 40O miles without the aid of river driving, Longlac
Pulp and Paper Company at Terrace Bay, Marathon Paper Mills of Canada
at Marathon, and HSWard Smith Paper Mills Limited at Cornwgll hold
limits in the Ontario part of the basin, Less important, though
still significant, ;re a group of concessions in Quebec which supply

part of the requirements of Canzda Paper Company at Windsor Mills,
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Canadian Internationsl Paper Company, Richmond Pulp and Paper Company
at Bromptonville and Howard Smith Paper Mills Limitedl.

It is likely that most of the companies are 0perd£ing near
the cost margin 'in order to extract wood from their holding in James
Bay basin. But onljr Longlac draws the major part on its mill supply
from concessions north oi‘ the arctic watershed, and to overcome the
transport problems has resorted to drainage and hydro developments

on the Kenogami R. to create an artificial southward river flow for

log driving (see Map ).

Information on costs is restricted because most companies
prefer to keep their data confidential., Several firms do not
separate their northern operations as a unit for accounting purposes
and in consequence their operations are measured on a cost basis in

conjunction with more southerly woods operations.

One such example is Canadian International Paper which holds
the most northerly concessions in the Quebec part of James Bay basin.
The company leases near Chibougamou cover some 500 square miles nor{',h-

west of the St. Maurice River, Gouin Reservoir and Chibougamou Lake.

The company includes this limit with middle and upper St. Maurice
valley to form one unit for accoﬁnting' purposes. The whole is within
economic limits for production, and the actual costs in each area can-

not be separated,

The Chibougamou limit was originally obtained by exchange of

leases with Abitibi Power and Paper Company in an effort to consolidate

1, Bennett W.D.: Logging Atlas of Eastein Canada, Pulp and Paper
Research Institute of Canada, 1958,. PP. 5(0), g

(d).
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limits. International prefers to hold limits in this area in prefer-
ence to other northern limits because they find the higher volume of
spruce (roughly 85% black spruce, 7% Jackpine, 5% balsam fir) particu-
Llarly abtractive, The 'most northerly concessions in Ontario are held
by A. E. Wicks and Company of Cochrane and cover an area of some 1,500
square miles. Almost all merchantable timber on their limit is black
spruce, but the proportion of merchantable to unmerchantable timber is
very low. This section of James Bay basin does not form a consolidated
1imit and only widely scattered stands of merchantable timber are

| currently licensed (cost of licensing is 5';513,802 per square mile and
the high proportion of waste, water and muskeg makes an all-embracing
linit unprofitsble). A1 merchantable timber near the Ontario Northe
land railroad is now held under license by A. E. Wicks o;' Howard Smith

Paper Mills Limited,

Total pulpwood cut on the A, E, Wicks limit averages 60,000
cords yearly but during the production cut-backs in 1958 only 22,000
cords were cute The company is not itself a manufacturer of newsprint
but sells its pulpwood under contract, or on the open market, to paper
manufacturing firms. Ontario Paper Gompany at Thorold, Oﬁtario, holds
a long-term contract fér 10,000 cords per year, aﬂd Howard Smith takes
a little pulpwood 4n most years. Iroquois Falls mill has in the past
taken substantial quantities on a short-term contract basis. For the
first time Interlake Tissue took a small quantity of wood in 1958 and

3
A. E. Wicks hope for further yearly contracts

2. June 1958

3. Information provided by R. H. MacHendry, Woodlands Manager of
A. E. Wicks and Co., Cochrane.
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Transportation to buyers'mills usually necessitates a long
rail haul; ‘sometimes several hundred miles. ALl wood leaving Hudson
Bay Lowland has to use the Ontario Northland railroad and transportation
costs on the raw material delivered at the mill are very high, so that
to preserve a profit margin A. E. Wicks Compeny has had to resort to

a number of unusual woodlands techniques.

Wood is usually cut into L ft. lengths for rail transport

. and is peeled before loading to reduce the amount of bark and other
waste, After peeling, wood dries quickly and the weight is further
reduced. Most wood is cut during winter and slcidded by horse and
sleigh, then trucked zlong winter roads to the rail, Some of the
more isolated stands are cubt and skidded to hort.hward flowing streams
such as Tucker River. From here logs are driven northward to the
Abitibi and left in booms (of roughly 7,000 logs each) to float down
the Abitibi to McImnes Siding. A river boat at McInnes prevents
loss or back drifting on the sluggish river and wood is removed and
debarked in a mechanical debarker. Any wood driven has to be dried

out for one year so that it is lightened for rail shipment.

Problems of mechanization in this area illustrate the
difficulties that other companies, Abitibi and Spruce Falls Company
for instance, will éxperience should they be forced to use their most
northerly limits during the course of rotational cutting. If roads
are bulldozed, the surface frequently breaks and bog soils and muskeg
can swallow tractors, machines and men, so that road buildiné mist

await the freeze-up and, due to the late peeling season, roads are
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just softening when they are most needed to move newly peeled wood
from the stump, Water supply and sanitation of logging camps is
often complicated and costly because there are no wells in the

predominantly clay subsoil and cesspools do not drain.

Perhaps the most pressing need is for an efficient swamp
tractor. .The type currently in use - "The Bombardier" is not
sufficiently strong in construction and has a hauling capacity of
only 1,500 1bs. This $L,500 machine lasts only one season on
average and costs of maintenancé during that season somé’c.imes equal
the purchase price. After one 7 mile. trip through typical land
consisting of 99% muskeg and clay, the machine has to be hozed and
wheels and wheel bearings greased to prevent destructive weare.

The machines are madequéte for the 1loads of up to L tons which

they are frequently required to carry.

The land averages 50% to 60% swamp and muskeg and this is
sui‘ficientr to prov'e a barrier to access by machine over the greater
part of the Hudson Bay Lowland. Even if physical difficulties are
overcome, costs of att;éction are usually raised to a prohibif,ive

level in the attempt.

The company operates without a preferential fréight. rate
on pulpwood and nsually sells F.0.B. railhead or delivery (in which
case prices are adjusted accordingly). Cost to the Thorold Mill by
rail is approximately 38 cents per 100 1bs. of wood which is probably
very close to the margin and leaves as little as 1 or 2 cents profit

after delivery to A. E. Wicks., Shipment of machinery and equipment
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in to woods operations is equally_hi‘gh; to move a tractor by rail
from Cochrane to Mile 90 on the Ontario Northland r&ilroad averages

between $75 and $100.

It is not surprising therefore that the company is
experﬁ:énciﬁg great difficulty in the competitive market at the
present time, Profits are being squeezed between the going market
price on pilpwood, rising freight prices s licence requirements of the
Ontario Department of Lands and Forests and union wage rates.
Neve:ﬁbheless the company is still optimistic of survival in Hudson
Bay Lowland, pinning its faith upon conquering the price-profit squeeze

eventually.

In the northern sections of Spruce Falls limits roughly
22,000 cords per year are cub ab several camps near Nashin I;'akie.
Wood is driven for short distances by water across the lake and then
transshipped to the narrow gauge railroad ﬁéin’oained by the cémpany from
Smoky Falls to the mill. This system is comparatively costly and if
the mill is forced to rely more heavily upon these northern supplies,
the old rail may be converted to an all=weather road. 1In this area
roughly 30% or more of the land surface is lake and muskeg, and north
of Smoky Falls in tﬁe Hudson Bay Lowland, more than 60% of land surface

is barren or muskeg o

One of the great problems facing pulp mills in northern
Ontario is the necessity of maintaining woodlands on a sustained yield

basis, Most companies are now carrying jput research and reaforestation

L. Information from Woodlands Department, Spruce Falls Power and
Paper Company, Kapuskasing.
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programmes to ensure regrowth of their more accessible woodlands

after cutting. Woods 6perations on a sustained yield basis are
tied to the growth cycle of black spruce which in this part of Canada

is roughly 100 years to maturity.

Most cut-over areas are left to regenerate naturally but
a mumber of the higher, better drained locations need reaforestation
to establish black spruce in any quantity. The use of trucks and
cable-yarders, in association with clear-cutting by power-saw has
proved the logging method least damaging to natural regeneration.
Damage to advance growth is minimized so that this timber comes to

merchantable size more rapidly than seed.

Nevertheless woodlands management and rotational cubting
have been relatively recent developments in the pulp and paper industry
although all companies now realise that efficient woodlands management
is in their long-run interests. Prior to such programmes, the most
accessible timber was often indiscriminately cut by careless and
wasteful operations. Regrowth _of merchantable timber has in many
cases been slowed or entirely eliminated. As a result, some firms
have been forced té extend woods operations further to the north due
1‘,’0 absolute lack of resources close to the mill, In this respect,

mechanization has been a matter of absolute necessity.

Abitibi Power and Paper Company has estimated that skidding
' and loading by tractor and push=-off truck has reduced the number of
man days on woods operations by 4OZ and horse days by 18%, Truck

hauling also quadrupled the range of woods operations from the mill
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between 1947 and 1956,

The number of men employed in the. northern forests is
being gradually reduced as labour saving machines become more common
in wogds operations., Labour costs have always been the major cost
iten 1n delivery of the raw material to the mill, but more so in the
past than at present., The number of times wood is handled in transit
has been cut almost in half in some operations and only the number of
menemployed at cutting has risen, in step with the increased forest

y'leldo

Particularly since World War II labour has become scarter
and more costly., Fewer and fewer men are prepared to leave their
homes for 1ongl'periods to live and work in the forest, Although wage
levels have risen rapidly and camp living conditions have improved
enormously, earnings and conditions in other industries are offering

more than commensurate wages.

From the company viewpoint, labour costs have risen steeply
since"labour was organized in Ontario and Woodlands workers began to
bargain through the union. Union rates during the early part of 1958
stood at $8 per rough cord and an individusl cutter earned an average
$25 per day with the best rates at roughly $40 per day paid on a
plecework basis. A. E. Wicks and Company was paying $12.90 per
peeled cord on most of the wood cut on their limits during the 1958
season, The peeled cord, A. E. Wicks believe, is the only economic
unit for a company operating so far north, dependent almost entirely

upon rail transport to their markets,
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While the pulp and paper industry in northern Ontario is
forced to sell at the current market price F,0,B, New York, it cannot
afford to take a high cost differential on woods operations compared
with mills in southern Canada and United States, The end result of
high cost woods operations in the industry, while it continues to sell
newsprint on a basing point price system, is inevitably lower profit
margins to the companies concerned, Mills in James Bay basin hesitate
to extend woods operations to the physical margin in Hudson Bay Lowland
when demands for raw materials can be satisfied from more accessible

timber south of the mill site,

This situation has created an atmosphere of experimentation
and innovation in woods operations unparalleled in almost any other
area of Canada, Programmes of woodlands manégenerrb, cost reducing
technical innovations and labour saving operations are all aiding the
mills to put cutting on a competitive basis, Nevertheless the
immediate future holds little prospect of extending cutting rapidly
northward, particularly while more accessible timber has not yet been
cut on a rotational basis, During the longer term, experimentation
with such devices as a wood pipeline (which has recently been devised
by the Pulp and Paper Research Institute) may bring merchantable timber

north of the mills within the margin of economic cutting,



- 57 -

CHAPTER VIT

PRODUCTION,- PRICING AND MaRKETING

To enter into the realm of manufacturing costs, marketing
and pricing is to tread upon delicate:'and lncertain ground. Neverthe-
less such is their importance in any discussion of locational effects
that they cammot be overlooked. The ;task of analysis is doubly
difficult because Mbﬁation is frequén’c)ly unatbainable and when

obtained is sometimes unrgliableo

The competitiw_re. nature of the Canadian pulp and paper
industry has induced.a number of companies to maintain strict secrecy
concerning details of costs. The only published information is to
be found mostly in company reports, but it can be said with some
certainty that the published yearly reports of incorporated companies

cannot be relied upon to present the full picture,

Information from an altemative source, the trade unions,
similarly cannot be verified and an axia;l.ysis relying on either or
both of these sources would be of small value. Arbitration between
labour and management usually builds a \corﬁpromise picture on which to
base a settlement of disputes, but this would hardly be a satisfactory

academic solution.

Production Costs

Production costs can only be outlined in general rather than
specific terms, For example, they may be divided for convenience into

materials, direct manufacturing, overhead and marketing costs. To
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some extent material costs have already been dealt withy suffice it
to add here that a number of sources (statements by leading executives,
annual reports and independent summaries) suggest that materials
usually represent between 40% and 50% of total costs, with pulpwood

-alone accounting for between 20% and 40%.

Later in this chapter some attempt will also be made to
present a detailed assessment of marketing costs (accounting for
roughly 10-12% of total costs), " About 20% of total costs come
from manufacturing and fuel and power add perhaps another 5-8%,
The remaining 15-25% of the total is accounted for by depreciation
charges on machinery and equipment, federal and provincial 'taxes,
bond and equity interest and allowances for contingencieé.l

Tt would appear that labour costs in the mill and in the
forest are somewhat higher in Ontario than in Quebec or the Maritimes,
A number of estiﬁates offered the writer have suggested that there is
perhaps a 20% wage differential between the costs of labour to mills
in northern Ontario and to those in Quebec, but this is not verified

and should be regarded with extreme caution,

But it is clear that woods labour accounts for perhaps three
quarters of the cost of pulpwood delivered to the mill at a rate for
rough wood cutting of between $8 and $9 per rough cord plus handling
costs to the mill, Within the mill operation itself it is difficult

1, Company Annual Report - Abitibi Power and Paper Co, - 1958
Annual Report of St, Lawrence Corporation - 1958



- 59 -

or impossible to isolate labour costs and any figures offered here

would be merely guesses.

Power costs tend to be more stable than most other costs.
This is in large part a result of company ownership of hydro gener-
ating capacity. The mills in James Bay basin are well placed
in that they generate a large proportion of their i'equired pover.
Thus these companies are subject to power increases only on that part
of power drawn from the Ontario Hydro grid., As earrying charges on

capital investment are reduced, power rates show a tendency to fall.

Machinery and equipment within the mill, the third major
operating cost item, is generally subject to a fairly low rate of
obsolescence.' Sound maintainance policies and :i.liiprovements to
machinery have maintained efficient operations ff&m a number of old
machines now bperat:’mg in mills in northern Ontario, However,
paper manufacturing plants ha/fv'e recently introduced speed ups and
new high~-speed hew_Sprint machines which have the prime virtu; of
greatly reducing the quantity of labour used while maintaining a”
greater rate of production compared' with the old machines. Moreover

depreciation charges on such machinery are larger and tax deductible.

The recent programue of replacement undertaken by mills in
James B'ay basin has strengthened their profit position and eased the
squeeze between the fixed selling price and rising costs.. Total
investment in plant and machinery at each mill runs to between $20
and $30 million, At Kaepuskasing, a company town, total capital

invested is in excess of $85 million. Of this total, roughly
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$10 million has been used for woodlands machinery and equipment and

a further §1 million is account;ed for yearly by insurance charges.

Perhaps the most important single statistic in assessing
operating costs is operating profit per ton at a given mill, But
the statistics generally available do not go into such details for
reasons that are not difficult. to understand. The companies fesl
thaﬂ diwvvlging such facts would lead to vital information reaching

competitors, government and labour,

Operating profits qerfainly vary from mill tcg mill and it
is possible that mills in James Bay basin are operating w:’i.'th higﬁer
breakj-even points and somewhat higher costs than mills in some other
parté of Canada, | But this cannot, for the gbove reasons, be con=
firmed by comparativé statistics. When operations are not maintained
at full capacity, as in the lasi; ‘15 months, low cost mills usually
operate at a higher rate than h;Lgh cost mills in order to minimize
lossés and maintain recorded profits for producers with more than
one mill, B The only indication that mills in James Bay basin were
high cost producers came in mid-1958 when the Abitibi mills in
particular were producing at a rate of capacity slightly lower than

the industry average.

Pricing and Marketing

It wpqld be neither feasible nor practical to divorce
analysis of pﬂdng policies from marketing in the newsprint industry,
or in the pulp and paper industry in general, because the delivered
pricing systems now in force and closely adhered to over a number of

years past are closely related to transportation costs,



- 6]l -

The mills operating in northern Ontario adhere to the
pattern within the industry as a whole for the sale and marketing
of newsprint. There is little information:available relating to
the pricing of paper products other than newsprint so that the
following is mostly limited to a discussion of the marketing structure

for that product.

The most_outétanding feature of the marketing structure is
a basic geographicai feature., A relatively small number of widely
scattex‘)ed producers sell t0 a relatively large number of consumers
in widely scatbtered parts of North America. This is perhaps the
root cause of the’involved and 1ong-standing marketing pattern' in

the pulp and paper industry.

Newsprint is marketed for the most part under a system of
contracts actendin;g for as short a period as one year to as much as
15 years. ‘But contracts are frequently flexible and, when full
quotas are not taken up, the oubstanding amount is transferred to the
following year's coftract. In actual fact, the newspﬁnt contract
is frequently simply a letter of intent to buy .requirements from a
particular mill at going prices. ’

Integration SaCKWard from newspaper publisher to newsprint
producer has become more common in recent years., Publishers find
that it is to their advantage to be able to preserve some degree of
control over ﬁeWSprt‘L_nt-mameacturing in order to ensure a ffégular and
adequate supply of the grade of newsprint which they require, For

example, the New York Times Company holds a minority L9% interest in
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the Spruce Falls Power and Paper Company, ensuring supplies from that
mill to its affiliated newspapers., This mill supplies the remainder
of its output - tissue and other paper grades - to the Klmberly - Clark

organization which is the magorz.ty shareholder,

Abitibi Power agld faper Company has no similar arr‘angenient
with respect to its Norﬂ; merican sales. Abitibi Salé_b Company
Iimited, Toronto, was incorporated early in 1947 for the purpose of
handling company sales and Abitibi Service Incorporated, of Dayton,
Chio, was also established that year to service newsprint contracts
with United States consumers because the Abitibi mills in northern
Onta.r:.o, like the other company mills, are forced to sell on the open
market at all *c,:l.mes.,2

Both contracts and manufacturer-publisher associations tend
to maintain and perpetuate an existing pattern of distribution from
" mill locations to consumers. The James Bay basin is no exception,
In some cases sh:ipm’ent from the mill to controlling publishers involves
a higher transportation cost than if supplies had been obtained from
the nearest mill, Indeed several newsprint manufacturers; are closer

to the consumer than the Kapuskasing or Iroquois rrﬁilso

1

Newsprint is delivered under a uniform zone delivered price
system and the immediate impact of ﬂransportation costs would therefore
appear to fgll on the seller. 4s a result the manufacturers, such as

those in James Bay basin, can be expected to concentrate sales within

2. TFinagneial Port Card - Abitibi Power aphd Paper Co., Ltd. =~
The Financial Post Corporation Service - Montreal, 1959.
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areas or points where they can maintain a freight rate advantage
over all other mills. Newsprint leaving the Iroquois Falls mill
maintains a relative advantage only at Cleveland and in common with

geveral other mills has some advantage at Pittsburgh.

The mills in James Bay basin sell under the existing price
structure so that newsprint brings $1353 per ton F.,0.B. mill deliveréd
New York and bleached sulphite pulp from Smooth Rock Falls brings $155
per ton3 delivered at New York dock effective since October 1, 1957,
The following table in_diéa‘bes how successive price increases in news-
print have occurred over the last twenty years within the framework of
the zone price system. |

TABLE 2

Canadian Newsprint
Contract Prices per ton to U.S. Consumers
(Delivered base zone prices = U.S.§ per ton)

1939 : _ 51 1949 101
9h0 - 51 1950  January 101
191 51 November 107
1942 51 1951  January 107
1943 January 51 July 117
March 55 1952 January 117
September 59 June 127
19L) 59 1953 127
1945 January 59 195) 127
April 62 1955 127
1946 Jamuary 68 . 1956 131
July Th.80 1957 January 131
August 75 March 135
October 85
1947 January 85 1958 135
March 91 1959  February 135
1948 January 9
- March 97
August 10L

Source:  American Newsprint Publishers Association.

3. U.S. Dollars - April 1959.




- 6L -

In effect the zone price system ensures that the James _
Bay mills sell in United States at: the same price as their competitors,
the price varying by only a few dollars between the different zones,
Economic opinion is divided on the merits and demerits of zone pricing

and U,S. government on occasion has questioned its legality.

It is clear however that the mills in James Bay are forced
to incur freight absorption costs to their main markets in order to
sell at the zone price., This is a severe hardship, for distance is
expressed as a cost in that losses incurred in delivering newprint

paper to the market reduce the profit realised per ton.

It is also clear that, of all Canadian mills the three in
James Bay basin which are grouped for pricing purposes in the Grand
Mere group with southern Quebec, have suffered and probably still.
suffer the greatest losses of all mills in eaétem Canada from the

process of freight absorption, as Tables NdéOB, by, 5 and 6 show,

i; The last published information abtainable was for the
year 1951 from the American Newsprint Publishers
Association. i '



Year

1939

1951

1959

NQ.A.

TABLE 3

Newsprint Freight Rates from Selected Mills to New York City 1939, 1951 and 1959

Short Line Miles

475
757
1,032

475
757
989

475
1,032
989

Not Available,

Rate per Ton _ Rate Per ton mile From
$ Cents -
7400 1,489 Three Rivers, Quebec
9420 1,215 Iroquois Falls, Ontario
- 9620 0,891 Kapuskasing, Ontario
13,73 2,653 Three Rivers, Quebec
16,00 2,11 Iroquois Falls, Ontario
18,20 : 1.8L9 Coosa Pines, Alabama
17.ko Nod. Three Rivers, Quebec
21,L0 N.A. Kapuskasing, Ontario
Coosa Pines, Alabama
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Year

1939

1951

1951

1959

1959

. A,

TABLE

L

Newsprint Freight Rates from Selected Mills to Specified United States
Destinations 1939—1951 and 1959 . L

Shart Line Miles

1 039
565
621

62l
499
737

670
591
1797

624
499

670
591

NOjb Available

Rate per ton
2
9,80
8,00
8.20

1h.ho
kLo
15,20

15.20
15,20
15,80 -

N.a.

20,00

21,00
21,00

Rate per tone mile

Cents

o943
1,416
1.320

2,308
2,886
2,062

2,269
2,572
1.982

N.A.
N.A.

N. 4.
N.A.

From

Kapuskasing
Grand Mere
Iroquois Falls

Three Rivers
Iroquois Falls
Cossa Pines

Three Rivers
Iroquois Falls
Coosa Pines

Three Rivers
Iroquois Falls

Three Rivers
Iroguois Falls

To

Philadelphia
Philadelphia
Dayton, Ohio

Cleveland-
Cleveland
Cleveland

Pittsburgh
Pittsburgh
Pittsburgh

Cleveland
Cleveland

Pittsburgh
Pittsburgh



TABIE S

Comparison of Freight Rates and Derived Delivery Costs on Standard Newsprint from

Standard Newsprint Freight

Three Rivers to New York City = 1946 to 1959

Exchange Rates

Newsprint F.0,B. Mill

Derived Delivery Freight Rate

Allowed New York City Yearly Average Sauthern Quebec Average Cost per ton S, Per ton Three

Average Wholesele Price U.S. § in Wholesale: Price. per ton Quebec to N.Y, Rivers.to N,Y.
Year per ton § U.S. Canadian $ Canadian $ U.s. City $ U.S. City $ U.S.
1946 72,29 103.29 68,57 65.28 7.01 740
1947 88,62 100,00 794148 T79.L8 9.1l 8.98
1948 97469 100,00 86455 86455 11,14 11.40
1949 100,00 102,26 89.72 87.46 12,54 11,80
1950 100,92 107,62 9542l 87,62 13.30 12,60
1951 111,00 105,19 102,46 97.27 13,73 13.73
1952 121,00 97.89 105,46 107.57 13.43 N.A.
1953 125,50 98,3L 109,79 111,43 14,07 N.A.
195U 125,75 97032 108,68 111,36 13,79 N.A.
1955 125,954 98,63 110.73 112,10 13.84 N.A.
1956 130010 ! 980h1 113011 11}-1070 150)40 N.A.
1957 133,59 95.88 112,26 116,38 17.21 N.A.
1958 134,00 97.06 113,06 116,00 18,00 N.A 3¢
19593 135,00 96,98 113,07 116,09 18,91 17.91
%  March 1959
¢ N,A., - Not Available,

Refs: Wholesale Prices, 1951 to 1957 - U.S. Department of Labour, Bu.reau of Labour Statistics, U.S. Govermnment

Prices and Price Indices, 1933 to 1959 - Dominion Bureau of Statistics Prices Division, Queens Printer, Ottawa.

Bank of Canada Statistical Summary, 1958 - Research Department, Bank of Canada, Ottawa. 1958.

Printing Office,

”
4
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TABLE 6

Newsgrint i

Freight Absorption and Phantom Freight fram Iroqueis Falls, Ontario and
_Three Rivers, Quebec ta Selected U,S. Points — 1951 (Dollars)

1 2 3 L 5 6 ., 7 8 9 10
- Freight
Average : Average Average Absorption (=)
Sample : - Administer- Realised. Mill-Net Phantom
. Delivered Rail Freight ed Trans- Mill-Net Zone Freight (+)
Mill and Destingtion Zone to Selected Zone Price portation Price Price Cols,.8-9
Zone Destination Miles Price Centre Differential Charge Cols.li~5 Cols,li=7 per ton
1 Three Rivers h26 110,50 11,60 1,50 12,23 98.90 9727 + 1,62
to Boston :
1 Iroquois Falls. 711 110,50 16,20 - 1,50 12,23 95,30 97.27 - 1,98
to Boston
3  Three Rivers 670 111,50 15.20 - 0.50 .23 96.30 97.27 - 0,97

to Pittsburgh

3 Iroquois Falls 591 111,50 15,20 - 0,50 14,23 96,30 97.27 - 0,97
to Pittsburgh '

Port Three Rivers 475 111,00 13.73 - 1,00 13.73 97.27 97,27 -
City to N.Y. City -

Port Iroquois Falls 757 111.00 16,00 - 1,00 13.73 195,00 97027 - 2,27
City -~ to N.Y. City _

Port Three Rivers 62 111.00 1,40 - 1.00 13.73 96,60 97.27 - 0,67
City to Cleveland

Port Iroquois Falls 499 111,00 ;.40 - 1,00 13.73 96,60 97.27 - 0,67
City to Cleveland :

Source: Transportation Factors in_the Marketing of Newsprint.
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The distance handicagp is most clearly illustrated from
Table 6 which shows the apparent freight absorption in 1951 on news-
print from Iroquois Falls mill compared with Three Rivers to the main

U.S. markets, (see also Map 6).

Many economists agree that the process of freight absorption
is 1likely to protect high cost mills from the ravages of free price _
competitioxi and price cutting during times of excess capacity such as
were experienced in the 1930's, Even with the aid of fixed prices
and freight absorption the Abitibi Power and Paper Company rmaiimed

‘:Ln receivership from 1932 until a refinanéing was successfully arranged
in 1946. It is by no means clear that under a system of free prices
the James Bgy mills would have survived this pgriod at all, for the
zone delivered pricing system was developed initially to protect
sellers from price wars and extreme ldsses at a time when large excess

capacity was the ruling feature of the industry.

n(}e‘og:.‘aph:i.ti'bounda:n'ies of the zone delivered price system
when the zones were originally established probably reflected the
average delive_ry cost of newsprint mills shipping to various
sections.”  F.0.B. factory pricing with freight allowed was designed -
to modify, perhaps even to eliminate, the effect of geographical
location on costs. But the zone price system has been progressively
distorted 'bhrbugh_ extensive re-adjustment of newsp:'j;nt"‘~fieight rates

(Tables b and 5) and by a series of general freight increases. Zone’

5. Transportation Factors in the marketing of Newsprint, p.99.
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price differentials are the least flexible part of the pricing structure
and adjustment to rapidly rising fé'eight costs has been slow, 4s a
result it would appear that newsprint manufacturers are able to dis=
courgge the establishment of new plants outside existing areas of
industry concentration, The inflexiﬁie nature of zone price differ-
entials despite rapidly rising tranSporﬁation costs has, on the whole,
tended to increase freight absorption costs_to'miils in northern |

Canads and particularly to the three mills in James Bay basin,

If these mills are in fact high cost producers (as they
appear to be) and if their operations are méfginal as indicated by
the weaknesses exposed during the 1930's, their survival ié dependent,
in large part, upon the system of pricing and marketing prevailing in
the newsprint industr&z In s¢ far as the present system encourages
a distortion of the economic pattern of plant distribﬁtion and capacity,
new expansion in James Bay basin will simply supplement that geograph-

ical distortion,

The Kapuskasing mill sells newprint 2ainly to'the.New York
Times Company and, at a current rate of $21°h0 per top, for a short
' line distance of 1,032 miles to New York is severely hendicapped
compared with southern Quebec mills which average $17.40 per ton for
a distanbe 1ess than 500 miles7 (this presumes Kapuskasing sells to

New York City although Chicago is an slternative market).

6., Freight Department, Canadian National Railway - Montreal, 1959.
This is the currently quoted rate. "

T. The Current New York - Three Rivers rate quoted by Freight
Department, Canadian Pacific Railway = Montreal, 1959.
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?he main markets for Iroquois Falls mill are Pittsburgh
and Cleveland where the mill holds.a rate advantage over all
competitors, but the cost of $21 and $25 per ton respectively entails
considerable freight absorption, despite a port price differential to
these cities, standing at $1 discount per ton in 1951, (see Table 6,

facing page 69).

It is quite clear that the burden of freight rate increases
falls particularly heavily upon the James Bay basin mills. Table 5
facing page 32, shows that while the base price Three Rivers to New
York has risen from $7 per ton in 1939 to $17.40 per ton in 1959 or
about 150%, the costs from Kapliskasing to New York have risen from.

$9.20 to $21.10 over the same period and costs from Iroquois Falls to
Cleveland from $8.20 to $20 or 1LhZ,

During the last 20 yearé, however, the New York delivered
price has risen from $51 to $135 or by 167.4%, so that on a straight
percéntage comparison; it would appear that the delivered price is |
nearly keeping pace with rising transportation costs, although there
may be some time lag between the establishment of new freight rates

and a comparable base price increase.

Thus it would appear that the James Bay basin mills are not
making losses bj conforming to the fixed price of $135 per ton, even
in comparison with their cdmpetitive situation in 1939. However,
overy freight increase is putting them at a greater freight cost dis-
advantage compared with other Canadian mills and with mills in southern

Uhited'Sﬁates° ’ Unless freight rates equalization is rapidly cdmpleted
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and unless zone price differentials are constantly varied in line
with general freight increases, the more distant Canadian mills
will continue to absorb a heavier freight burden and suffer a grow-

ing disadvantage in costs compared with their competitors.
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CHAPTER VIII

FUTURE PROSPECTS

It is neither logical nor practical to consider J";he futoure
growth of James Bay basin as a source of pulpwood and as ;seat of
paper manufacturing except in the broader enviroment of the pulp
and pa}:i\er-industry and future consumption of paper products in North
America as a whole, But the pitfalls of foretelling the future are
legion, particularly for so large a field of business activity as is

paper manufacturing,

Before venturing views about the future, it is a salutary
experience to survey the fate of many pro jections which attempt to
forecast with an accuracy unjustified by the statistical basis
employed, Without referring to the several specific forecasts, it
is necessary to scan the growth of the pulp and paper industry
in Canada during .‘l;,he'last fourteen years - observing that it has
outstripped any"f;ﬁat was envisaged before the Second World War -~ to
realise how di fficult it would be to try to forecast the next ten

years with any degree of certainty or accuracy,

A glance at the history of the pulp and paper industry
over the l_as_t decade invites the question whether 1958 has—' been
a turning pbin‘b. But it is manifestly beyond the scope of
any individual, with only‘limited research resources, to embark

upon a thorough examination of such a broad question with enough
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authority to make the conclusions worthy of consideration.

It is indeed fortunate that the Royal Commission on Canada's
Economic Prospects 1955 devoted some considerable effort to a study
of the pulp and paper industry. A Brief presented by the Canadian
Pulp and Paper Association at that time (1956) offered an authoritative
statement of prospective demands in the industry. The estimates that
the Association submitted were firmly I;ased on a review of the past
and forecasted the future with only limited ambition, The Brief
remarked, of a forecast showing prospective demands for Canadian news="
print, "A11 that can be said and perhaps expected in that estiznates
should pass the test of reasonableness - as we believefhese do"l.

Even in 1955, when the Brief was prepared, it was impossible
to foresee the events of late 1957 and 1958 when the industry suffered
some setbacks.  As a result, the 1960 forecast of U.S. newsprint
consumption, at 5,250 thousand tons, may now be too optimistic.
Consumption during 1958 was some 100 thousand tons less than the 1955
figure of 5,025 thousand tons, and this casts some doubt that the

Association estimate will in fact be reached,

Nevertheless the long term estimates stiil fall within the
range of the reasonable, particularly if the indicated recovery from
the recent slack markets is as rapid as their onset at the end of 1957.
The Associagtion foresees "more than a doubling" of newsprint shipments

from Canada by 1980 and %a 50% increase in shipments to United States ..o

1, Submission to Royal Commission on Canadh's Economic Prospects
by Canadian Pulp and Paper Association, p.




- 75 -

In all a doubling or production would be needed to meet these require-
ments"z.

The Association further estimated that between 1955 and
1980, woodpulp and pulpwood requirements would need to increase slightly
more than 100%, (actually nearly 110%) over 1955 levels to meet in full
the various demand trends. To support this overall growth, Canadian
woodlands, currently yielding a crop of roughly 12.8 million cords s
may bé required to yield 27 million cords. Part of this increase the
Associa:tion expected will be derived from more complete use of existing
forests, from reduced losses and from greater use of material currently
regarded as waste., After subtracting the addition from these sources

roughly 3.5 million cords of wood remain to be supplied from new limits.

If this pattern does, in fact, work itself oﬁt during the
next twenty years, it will likely have far-reaching effects upon that
part of Canada's forest resources near to the margin of profifable and
economic exploitation at the present time. It is possible that the
next twenty years will see a filling-out of the northern frontier of
Canada's pulp and paper industry, for it is in a northerly direction

that the greatest ease of expansion now lies,

On the other hand, if competition from Southern U.S.A. or
overseas countries such as Sweden intensifies, Canada's industry may
be called upon to increase capacity by less than the volume ‘indica'bed

by the C.P.P.A. forecast. Most of the increase in supply of pulpwoop

2. Submission to Royal Commission on Canada's Economic Prospects
by Canadian Pulp and Paper Association, p.53.



- 76 =

then required might be derived through more efficient usage of existing
limitss As a result, the location pattern of the industry todsy would

likely change very little.

Perha;ps the most powerful and possibly the least predictable
factors regulating the present locationgl pattern are the freight ra\;,e
structure and the zone price marketing system. Should the former be
altered significantly or should the latter be modified or sbandoned
the industry would respond to an entirely new set of cost and price

forces which would undoubtedly be forthcoming.

But the marketing system has a long history of stability and
has for long commanded the adherence of mills located in widely
scattered par‘bé of the North American continent. The forces which
originglly established and now maintain this pattern are found so
broadly throughout the industry that there is little indﬁce;nent to
sacrifice the cost and sometimes profit benefits that .acc_:rue to news-

print manufacturers as a’ result of the zone price system.

The freight rate structure is more volatile and far more
complexs It has already been pointed out that "across the board®
freight increases have tended to widen the disparity between rates
for equal distances rather than maintain a theoretical equality. It
is highly likely that further general ircreases will be forthcoming
in the near future which may discourage the entry of marginal producers,
and increase the burden of freight absorption already born by‘ Canadian
mills located at points far distant from the main North Americen markets.

The effect of the freight rate equalization policy introduced by the
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Canadian "Railway Act® 1952 is so far difficult to determine, and
the newly appointed Royal Commission which will inquire into the

Canadlan freight rate structure may suggest further realignment.

Many unknown possibilities exist which might prove to have
far-reaching effects upon the pulp and paper industry should they
become accomplished facts. Névertheless, there is room for guarded
optimism ;i,bout the future of the industry in James Bay basin, assuming
that the growth pattern fqrécast by C.P.P:A, is proved reasonable in
the course of time. MJJ.ls are a?.ready firmly established here with
adequate raw material supplies, ht_eavy investment in plant and equip-
ment and firm connections with a number of major consumers. Only a
very serious decline in newspaper lineage resultihg in reduced news-
print consumption, or the creation of an unfavourable price and.

freight structure, would seriously jeopardise their future,

It may be anticipated that increases in North American
demand are likely to be reflected in the demand for paper prd(_ii:xctg
from James Bay basin. Such stimuiation to production in the :area
should reinforce the trends in woods operations clearly under way at
the present time, for it will lend added impetus to company plans for
exploiting resources on existing limits northward of the present cut-

over areas.

Under present methods of extracting raw material from the
James Bay basin, rising costs of pulpwood delivered at the mill are
inevitable as the cutting limits are moved northward. The increasingly

difficult terrain, lack of suitable road and water commmications and
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progressively lower yield per acre of pulpwood all ensure that costs
of extraction will become an ever more vital factor in the overall
costs of production, In an industry where such costs put a powerful
squeeze on ﬁnal profit margins, it is essent_iaJ‘. that the delivered

price of wood at the mill be held in check,

Throughout the region there is an acute awareness that this
is the vital problem, It is most clearly apparent in the willing-
ness of companies, in co-opergtion with Ontario Government forestry
officials, to experiment., An attack is currently under way on three
broad fronts; new methods of extraction from stump to access roads
are being developed, artificial regeneration is being attempted and
in conjunction with the use of formerly unsuitable tree speéies at
the mill, the yield of pulpwood per acre is increasing. A new net-
work of access. roads is also being gradually constructed to carry

impi’oved trucks and machines to and from the cutting areas..

The objectives of experiments and innovations (described
in Chapters V and V1) in handling wood from the stump are twofold.
Initially cost reductions are being achieved by the substif.ution of
;nachine péwer for man and horse power, But as terrain cmd'it:ims
deteriorate northward and a greate’f quantity of swamp and muskeg
appear between the merchantable timber stands man and horse (and
also most forms of standard moving equipﬁment, such as John Deere
and Terratac tractors and cable~yarder), fail in the jobs to which
fohey arf, assigned, It is for these conditions that new methods and

equipment must bemspecifically' designed.
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Equally serious is the problem of providing access roads
over the northern sections of the limits. Shc’art.age of good road
" material within a radius of 30 miles of construction has delayed an
adequate road system on Abitibi limits and in the Smoky Falls area,
Aerigl. surveys and map interpretation are proving of great assistance
in this search so that eskeré and gravel trains are being located

more rapidly and more frequently than by ground crhi,sing ‘surveys..

With emphasis moving to road transport, away from difi‘ic;il’o
water hauling, roads are becoming a necessity to successful and cheap
woods operations., But capital investment necessary for highways is
very high and several companies confirmed that such a burden would be
very hard to bear even for companies with very low production costs
and wide profit margins (i.e. large reserves for capital expenditure).
They further contend that the Ontario govermment should assist or
subsidise road construction on crown limits oper'ated (but not owned)
by the paper companies. If this aid were forthcoming, ‘future
operations on timber rated as accessible, but not now cut, would be
facilitated and the competitive position of northern Ontario firms

would be strengthened.

Possibly the greatest hopes for holding the line on raw wood
costs lie in the progréxmneﬁ of woodlands improvement and artificial
regeneration organised on a joint basis by the Ontario Department of
Lands and Forests and the paper companies. Both programmes are
designed to encourage faster regrowth of cut-over areas to merchantable
size with the aim of producing more wood from a given area over the

reriod of the rotational cycle. If the programmes meet with success
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it can confidently be expected that the most difficult terrain on

present limits will never have to be exploited to maintain wood supply.

If demand on the North Amerio‘\an continent forges ahead
sufficiently to encourage the establislment of new mills, this part of
northern Ontario is a potential site for at least o;xe new mill,
Already there are,from time to time, suggestions that the nmumber of .
mills in James Bay basin could be increased, Bubt the possible sites
for a new mill are strictly limited, both physically and economically.
Th§ attraction of possible sites within James Bay basin compared with
alternative locations elsewhere in Canada is very poor and there can
be little doubt that the three most favoursble sites in the area are

already utilized,

Sufficient limits must be found to support a new mill in
perpetuity, This entails not only finding an absolute quantity of
pulpv&ood, but also finding wood concentrated over a small areavto give
a yield per acre of merchantable timber high enough for econo;nic '
extraction, While the former is possible within the basin, £_he latter

is far from certain.

The largest areas of merchantable timber not utilizqd at
the present time lie to the north of the crown lands now held under
1eés;eo However, the yield per acre frequently falls below 10 cords
and the proportion of waste land, §wa1n§, water and muskeg averages
more than 50% of the total land suxl'faceo A fhvourable area of land
lies around the town of Hearst between the lim.it.s presently held by

the mills at Kapuskasing and Smooth Roék Falls. But the resources
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available here are insufficient to support a mill with capacity greater
than L4OO tons of pulp daily unless some extra limits are added from
those now held by the mills to the east and west of the projected

site, for it is doubtful if a new mill of less than L0O tons capacity

would prove economical at the present time.

Sioux Lookout has been marked for some time as a ‘prospective
site for a new mill, and is better served by rail than any sites in
James Bay basin, Furthermore a ,:la'rger block of merchantable timber
i3 ‘gvailable in the area to be taken up as limits. FPlans were under
way during the early part of 1958 to build a mill at Sioux Lookout but
thée recession has forced shelving of the project for the present.
There can be lit{le doubt, hoWever, that as conditions improve in the

industry the scheme will be rovived.

It is apparent that while the physical capacity for expansion
exists in Jamps Bay basin, the area suffers severe economic handicaps |
imposed by its geographical location. As a general rule Subarctic
Canada as g whole ‘mc'periences similar handicaps, and while the North
Americen economy can be fed from more easily accessible resources, the

Subarctic will remain on the borderland of economic activity.

The future of Subarctic Canada, and James Bay basin in
particular, lies only in part with its owm ability to overcome the
physical problems peé\ﬂiar to the area., For the most part, the pace

of North American economic development will be the major determinant.

Two factors are of vital importance, the extent to which the

rate of economic growth outpaces supply from existing sources and the
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rate at which natural resources presently being exploited are ex~
hausted, The latter factor is of li;ttle importance to the pulp and
paper industry because by sensible forest management present areas of
wood supply will theoreticaily last in perpetuity, So that James
Bay basin cannot rely upon the exhaustion of its competitor's raw
material supplies to stimulate its own pulp and paper production,
Hopes for futﬁfe expansion in the area must be placed in a rapid and
coni?_inuing growth in demand for paper products., For if _Vdemand
increases in advance of supply, prices are likely to rise sufficiently
to raise the marginal level of production in the industry, In this
event the James Bay basin could hope for considerably expanded out-

put from existing mills or the construction of new mills,

.Bu’c. the future must remain shrouded in uncertainty, for
there can be no guarantee that the conditions described above will
be fulfilled, If they are there is again no guarantee that such
conditions would be maintained. The papei 'industry in James Bay
basin has suffered serious decline in t.he past during periods of
falling or low prices such as those of ﬁhe 1930'5. The past history
of the area and its future prospects are indicative of the problem

facing all of Subarctic Canada as well as the James Bay basine.

This }‘)roblem is not, as some writers have emphasised,
simply a problem of adverse physical conditions, but the problem of
distance - ‘distance from the markets of North America and isolation
from thé industrial heartland of the continent. Despite the ‘improve=-
ment of road and rail and despite technological advances, both of

which in effect draw the Subarctic closer to the léf'ge centres of
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population, costs of transportation still restrict its development.
As a result the future, like the past, promises only slow growth of
economic activity, concentrated not in a regional pattern, but in

isolated nodes of population and industry. .



SUMMARY

The forces underlying location of pulp and paper mills in
Northern Ontario are largely, though not exclusively economic; some
are physical and a few are éocial and historical. Physical features
have a critical value as barriers only with respect to a given state
of technology, and any attempt to cut pulpwood from areas north of
present boudaries in the industry is limited, for the most part, by
the costs and efficiency of methods used to move pulpwood to the mills.
Northern Ontario mills are distant from the main North American
markets and, under existing practices of zone price selling they are
forced to carry some part of the weighty burden of transportation
costs on the finished product. While the present newsprint pricing
system is maintained it effects the attraction of abundant raw
material in northern Ontario and the area offers only limited

inducement as a location for new pulp and paper mills.

(1)
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