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INTRODUCTION

LE XX ]

In the economic history of Canada, the problem of tradé relations
with the United States has always been in the forefront of administra-
tive thoﬁght and policy. The abiractive features of proximity, the
size of the market, compatibility of customs and mental attitudes; cur-
rency similarities and reasonable stability in exchange rates all com=
bine to suggest advantageous, ecomomic interdependence. It isg probable
that the conge
dian products has been glven an exaggerated siénificanée in the:body'af
Canadian economic writing. Nevertheless; 1% is true that the dominating
factor of adjacency is one which has greatly influenced Canadian opinion
in respect of tariff policies, and will continue to do so in the future.

During the earlier part of the French fegime, before the Act of
Confederation brought about the union of the British Horth American
provinces in 1867, Canada's foreign trade was controlled by monopolistic
chartered companies. The;most notable was the Company of One Hundred
3ss§ciatess Their charter was céncglled in 1663, but their activities
were typical of the trading methods éf that times

The French occupation of Canada haq dotted the settladAporﬁion with
trading posts, supported chiefly by unscrupulous expléitation-of the
Indian. The French had made no attempt to establish and develop a trad-
ing policy on permanent lines, and this fact conbributed to their defeat
and expalsion by the British. After the British conquest, the French
traders returned to France. Obther traders, from England, Scotland and
¥ew England took advantage of the changiﬁg fortunés to seize the trad=-
ing privileges which the country offered.

For the first sixty years of British rule, Canadian commerce was
carried on almost exclusively with or through the United Kingdom. But

(1)
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there was the inevitable undercover competition of smuggling between
Canada and the United States. The necegsarily close relations result-

ing from the adjacency of the two countries made it a problem %o which

there geemed no solution other than extending the trading area of Canada,

The introduestion of Canadian products into the American market was the
next step in Canada's economic development, and resulted in the loss of
her preference in the British tariff, By 1860 all t;aces of célonial
preferences had disappeared. From that time, by a series of very defi=-
nite steps, Canada became to a large extent economically dependent upon
the American market.

It is the purpose of this study to show the effect of American
tarlff legislation of the export of natural products from Ontario and
fuebec from Confederation to the present time, Part I is a brief sure
vey of american-Cansdian trade relations providing %hé background
against which is traced in Part II the definite effects, on certain
specified commodities representaﬁive of the agricultural economy'of'

Onbario and [uebec, of the fluctnaitions of the American tariff.
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A SURVEY OF AMERICAN AND CANADIAN TRADE RELATIONS FEOM 1854 to 1936.
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The Reciprocity Treaty Repealed.

In 1867 the Canadian provinces were united under ths»British Horth
America Acte During the 11 years preceding Confederation, 1854-1866,
freedom of trade had existed between tbe-two ccqntrie; gnde; thg proyis~
ions4of the Bacipracity‘mreaty. Grain? anima;s?.vegetables, poultry,
eggs, butter, and cheese were all regiprocal preducts in the bariff
schedules.‘ Exnorts from the B, N. L prgvinces to the Uni#ed States
increased, on the whole, throughout the term of the Treaty. (1)

An analysis of this increase revealg at ;east thfge cqntributcry
influences other than the fact of recip&ocity, which must be taken into
account in studying the movement of trade in this period. As a matser
of fact, the volume of trade had beeg gradually expanding for many yeaxrs

prior to the Treaty.

There had been a natural, maturing development of Cansda's rescurces, -

The accelerating tempo of trade is the logicgl resul? as a qoﬁpa;a#iyely
unexploited country increases her population, enlarges her internal and
external demands, and expands her industries. | )

The emergency conditions of}wartime also created an exceptioqal
demand fof Canadian natural products. The unusual increase in exports,
which produced & high degree of prosperity over the years of the Crimean
_War, 1854~1856, and the Civil War, 1861~1865, cannot be attributed sole-
ly to the conditions created by the Treaty, since it is safe to assume
that the urgency of war demands would have rendered nominal trade bar-
riers ineffectual, had they existed.

(1) See Appendix I}, Table I, for figures of reciprocal trade from 1853
to 1867,
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Trade between the two countries was also a matter of convenience o %
I
because the chief articles imported by vanada (wheat, meats, flour, ;
livestock, coal,>fish, and fish oil, tallow, bﬁtter, éheese, lumber,

and hides) were those which the colonies chiefly exported. -1t was more

convenienﬁ for Canada to get certain prodﬁcts from the adjacent States

than from remoter parts of Canada, and more convenient for the States

to tra&é ﬁith Canada than to get supplies from their own territory.
Perhaps one of the greatest psychological considerations influencing
public and political opinion on the question of American~Canadian trade
relations is the attractiveness of a convenient outlet. It has always
been difficult Ho consider with conviction a mofe arduous—alignment of
trading routes with their necessary inconvenience of time and distance,
when there exists on our very frontiers a large, attractively convenient
market. |

But the Reciprocity Treaty was unpépular in the Uniﬁed Statess I
was considered to operate more advantageously for Canada than for the
other party to its. When the ten=year perigd elapsed, the Unifted States
gave the required notice of denunciation and the Treaty expired on March
16, 1886. It had been in force for eleven years.

Although the abrogation of the Reciprocity Treaty of 1854 by tﬁe
United States was dictated by reluctance to supporﬁ a trade agreemenﬁ
which gave more advantages to Canadian primary industries than accrued
to domeatic interests, there was no immediate evidence in American
tariff legislation of the adoption of a discrimmatory poliéy. In the
years between 1867 and 1883 frequent changes in the rates leviéd on car-
tain agricultural exports, notably livestock, would seem to indicate a (1)
(L) On May 16, 1866, a duty of 20/ ad. valorem, was levied on live
animals; i.e. horses, mules, cattle, sheep, hogs, imported from foreign
countries. On July 14, 1870, it was enacted that other duties should
be imposed in lieu of the former ones, as follows: cattle, swine and

sheep, 207 ad. valorem; flaxseed, 20 cents per bu. of 56 lbs, On August
1, 1872, cattle, swine and sheep were admitted free of duty. A duty of -

15 cents per bushel was imposed on potatoes. Between 1870 and 1875 there



spasmodic desire to augment government revenue rather than a policy of
discriminatién against a competitive neighbour. DPublic sentimént was
opposed to any further atfempts at reciprocal trade relations with
Canada.

In the new Confederaition of provinces, feeling was still strongly
in favour of feciprocity, and in the Tariff Act of 1868, the first year
of united policy, there was enacted a standing offer of reciprocity to
the United States of America. “Ahy or all of the articles mentioned
in Schedule D, when the growth énd produce of the United States of
America, may be imported into Canada from the said United States free of
duty, or at least at a less rate of duty than is provided in the said
schedule, upon proclamation of the Governor in Council, whenever the
United States shall provide for the importation of simila? articles from
Canada into that country free of duty or at a less rate of duty then is
now imposed on fhe importation from Canada of such articles into the
United States.™ Schedule D included the following commodities: animals
of all kindsy fresh, smoked and salted meatsjy green and dried fruits;
fish of all kinds, products of fish and of all other creatures living
in waterj poultry; butter, cheese, lard, tallow; timber and lumber of
all kinds, round, hewed, sawed, but not otherwise manufactured in whole
or in part; fish oil; gypsum, ground or umgr§und.

The United States made no move to take advantage of this offer.

Sir John Hose, Hinlster of Finance in the MacDonald Administration,
made renewed attempts in 1869 to achieve recipfocal trade terms, but
was unsuccessinl, Two years later, in the negotiations which led up to
the Treaty of ¥Washington, a Canadian offer of reciprocity in trade,
coasting privileges, and in registration of vessels was rejected.

(1) -continued foom Page 2~ ..: was a fall in customs revenue, and the
reductions granted in 1872 were repealed and some duties were increased.
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The Draft Treaty, 1874,

When the MacKenzie Administration came into power, the trade reci-
procity struggle was renewed as a side-issue to the disturbing fisheries
problém. In the Treaty of Washington, 1872, the fisheries guestion had
been tgntatively settled, but the very nature of the arrangements doomed
them té be unsatisfactory. IEach cduntry had ggreed to open its fisheries
Aand ité market. for fish and fish-oil for a period of ten years. Obvious«‘
ly, in consideration of'the prolific fishing grounds which were thereby
opened to American fishermen, the agreement was very advantageous to
them. Canada was to réceive monetary compensation, in respect of this
advantage, and fhs anount was to e detérmined by arbitration. The new
Government made, a3 part of its policy, the possivllity of securing
~open markets, instead of this probably irritating and definitely uncer-
tain money payment.

In 1874, George Brown and Edward Thornton, the British Ambassador
at Washington, were appointed by the British Government as joint pleni-
potentiaries To carry on the negotiations. In conjunction with Hr,.
¥ish, then Secretary of thefStates; a draft feciprocity treaty was drawn
ups

. The Treaty provisions Wares~
(1} Reciprocal enjoyment of the shofe fisheries, except shellfish,
salmon, and shad fisheries.
{2) Coasting trade of the Great Lakes to be open-to the ships of either
nation. ;
(3) The rivers and canals to be open to both countries, and Canada to
enlarge her waterways.
(4) An important list of mamfactured goods to be free, including tex-
tiles and manufactures of iron and leather. The reduction of duties %o

be spread over three years according to a sliding scale agreed upon.
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Thig tariff section of the Draft Treaty is so important that it should,
perhaps, be quoted "in extenso”.

"1t is agreed %hat the Articles in Schedules A, B, and C hereunto
annexed, being the growth, produce or manufacture of the Dom;nion af
Canada or of the United States shall, on their importatioﬁ from the one
into fhe ofher, from the lst day of July, 1875, to the 30th day of June,
18756, {both included),pay only twoftﬁirds of the duties payable at the
date of this Yreaty on the importation into such country of such articles
respectively; and from the lst day of July, 1876 to the 30th day of June,
1877, (voth included), shall pay only one=third of such duties; aﬁd.on .
and after the lst day of July, 1877,'for the pariod of years mentioned
in Article XIII of this Treaty, (i.es. 21 years), shall be a&nittad free
of duty into each country respectively. ‘ '

For thé term mentioned in Article XIII, no other or higher duty
shall be imposed in the United States upéﬁ'other Articles not enumerasted
in said schedules; the growth or produce, or mesnufacture of Canada or
in Canada, upoun such articles, the growih, produce, or manufacture of
the United States, than are respectively impaosed upon.like‘articlés,
the growth, produce, or manufacture of Gréat Britain, or of any~oth§r
couniry."

Schedule A consisted of natural products, includings animals of
2ll kindsj butter; cheese; eggs; flax; fruits, dried or green; hays
graln of all kinds; vegetables.

An interesting feature of the Draft Treaty was that it wés to fun
for twenty-one years, "to imspire confidence emong business men invest-
ing their capital in suéh extensive enterprises as would naturally fol-
low from the completion of & comprehensive Treaty.® It was thereafter
to be subject to denunciation after three years noéicé.

The Treaty was approved by the Canadian and British Govermments,

but that approbation had little effect when the question came before the

AT AT



American Senate. Since it was without direct reason to fear trade
agreementé with Canada, the action of the Senate can only have been dic=
tated by the general national feeling away from closer trade relations.
They returned the Treaty to President Grant with the opinion‘that it was
inexpedient to proceed with the matter. .

In the interval from 1875 to 1883, there was a lull in tariff-making
activity in the United States: A Treasury sufélus was tangible evidence
that the times were prosperous. In 1883, however, the first really com-
prehensive tariff legislation wasipasseda It is slgnificant fhat this
act marked the beginning of the gradual upwérd trend of the American
tariff until its tempérary recession in the Underwood Tariff of 1913.
The rates of dubty were increased on all the principal agricultural ex~
ports of Canada.

Undaunted by this legislative set-back, Canada's attitude showed
a natural persistence actuated by her desire to enjéy the advantages of-
fered by the American market, and, despite the failure of earlier reci-
procal negobtiations, incorporated into the Statute Books in the legis-
lation establishing the National Policy, a standing'offer of reciprocity.
This legislation provided for the freé éntry into Canada, or entry at a
lower rate of ddty thﬁn was providsd for by the act, of such agiicultur-
al products as: animals of all kindsjy green fruit; hay; vegetables
(including potatoes and roots); barley; butfer; cheese; upon proclama
tion of the Governor iﬁ Council which méy be issued whenever it appears
to his satisfaction that similar articles from Canada may be imported.
into the United States free of duty; or a rate of duty not exceediﬁg
that payable on the same under such proclamation when imported inbo
Canada. These provisions remained unchanged until 1888, when part of
the offer was amended, although the measures respecting agricultufal
products continued to stand in the form in which they were originally

declared, In 1894, the earlier features of the Treaty were altered and

LI



the whole offer extended to any country which would grant reciprocal
_benefits to Camada in return. (1) A standing offer of reciprocity
thus formed a part of Ganadian faiiff legislation for an extended per-
iod. o understand the attitudes of both countries in the matter of
tariff legislation during this period, it is necessary to study it in
greater dedsail.

The TPupper-Bayard Hegotiations-1887.

During the period when evidence of tanadian optimism in the matier
of trade reciprocity was upon the »tatute Books, American feeling was
being rapidly crystallized into a state of active animosity as a result
of the difficulties which seemed to be an énevitable accompaniment to
any action on the fisheries question. JAccordingly, a further major effort
wag made by Canada to use canals, [2) and fisheries as levers to secure
concessions under the United Stateé tariff. In 1885, the United States
abrogated the fisheries provisibns of the Treéby of washington, {3} and
thereby threw the whole matter back to the arrangemeht of 1818 {4}
whereby United States fishermen might enter Canadian waters for shelter,
repairs, wood, water, "and for no other purpose.” Canada ehforced thess
terms with such thoroughness that American fishiﬁg vesgela were fé:iid«
den to enter port, toe tranship effipers or crews, purchase bait%, or ship
fish in bond to United States markets. ebngress retaliated by passing a
Hon-Intercourse Act, author;zing the President to deny Canadlan vessels
entry to United States ports, and to pronibit the entry of fish or any

other product of the Dominion, or any goods coming from the Dominion.

(1) sSee Appendix I{&) for a recital of these provisions.

(2} The Canadian Govermment, in an effort to compete with the Erie

Canal on wnichn tolls had besen abolished some years earlier, established a
drawback of 18 cents per ton on through traffic from the Upper Lakes,
while upon cargoes going to Buffalo and other United States ports the
full toll of 20 cents per ton was maintained. The question was eventual-
settled by the agreement of Canada to substitute for its former charges
and drawback a uniform toll of 10 cents per ton, payavle on both the
#elland and the 5%, Lawrence Canals.

@ _
(3) See Appendix IAfor text. (4) See Appendix I{b)for texts
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The bitterness that was engendered by these circumstances led to
the appointment, in 1887, of Sir Charles Tupper, the Canadian Minister
of Finance, to the position of High Commissioner, to join the Brltlsh
Minister at Washington, Mr. Bayard, in the negotiation of a new treaty
to fegulate the conditions which were causing difficulties out of all
proportion to the real questions at issue. It is apparent, in the tes-
timony which was taken by the Select Committée on Relations with Canada
before-the United States Senate in July, 1890, that there was a definite
distrust of Canada in the United States., It was felt that, while the
Pominion was perfectly independent of Greaf Britain in all matters of .
internal and external policy, its treaty negotiations were carried on
through her, with intention 6f uaing the British flag as a screen behind
which she could violate treaty stipulations with impunity. - CanadéA"reu 7
fuses to0 be bound even by those reciprocal relations of commercial ﬁs~
age of comity and common humanity which characterizes the coﬁduct of
‘civilized nations toward each other in the present day.”™

Furthermore, the fisheries quesﬁion, although undoﬁbtedly the source
of the greatest irritation, was not the only circumstance which made it
difficult Sor Canada and the United States to come %o én agreement on
trade reciprocity.

There were marked differences in the fiscal powers of the two govern-
ments, and they gave Canada certain tactical, negotiating advantages. The
United States was allowed by the Constitution to impose duties upon both
imports and exports. The Administrative Branch of the govermment could, in
addition, change the rates of duties, as dictated by necessity or interestf

The develonment of Canada's transportation system of railways and
canals under the leaéershln of Sir John A. MacDonald, had placed the
Government in the role of builder, vwner, manager, and promoter of trans—
portation. These facilities were regarded in the United States as in-

struments of national and commercial policy for sharp competition
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with the commercial and transportation interests of the United States.
At this time the Dominion Government owned and operated the Intercolomial
Railway System, the main line of which extended from Point Levis, op~
posite Guebec, to Halifax. The Canadian Pacific Railway, déscribed as
being of an aggressive and military character, had such close relatioﬁs
ships with the Dominion Government that it was classed in fthe Annual
Report of the iinister of Hailways and Canals as a Government ratlroagd.
The encroachments which Canada had made as a result of transit trade
privileges in the United States were considered to be the aggressive
acts of a foreign intruder. Although reports of Canadian trade policy
were probably colourei for American consumption, nevertheless, there was
enough public and political reactionary feeling aroused to make impossible
the conswummation of an agreement of the kind which was desired by Canada.
For two yearsg Mr. Bayard carried on a lengthy triangular corres=
pondence with Canada through Great Britain, The wordy negotiations rew
solved into an offer by Sir Charles Tupper of Munrestricted reciprociby¥
but the United States declined to consider‘ite~ The figheries question )
was settled separately by a "modus vivendi® admitting American vessels
to the port privileges desiréd on rayment 5f a license fee of & dollar
and & half per ton, whach has since been extended from time to time.
These agreements marked the end of this unsuccessful attempt to obtain

unhampered commercial relations with the United States.

Commercial Union.

In the next year, 1888, the high tide of unremitting opposition
- to Canadian trade proposals began %o ebb. The change manifested itself
in American politics; to a greater oY less degree, until 1911, when
Canada finally rejected reciprocity in the general election of that year

by & popular majority.
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A plan for commemial union was projected in 1888, which had as
its objects the abolition of customs houses on the border and complete
free trade between Canada and the United States with  common customs
and exise revenuss and their re—distributionvaccording to pomalation.
The proposal, however, failed to secure the support of the Republican
party in the United States and in Canada neither the Liberal or Conservatize
‘pafties were prepared to endorse 1%, due, probably to the growing Canadian
Gonsaciousness of national entity.(l) Inevitably, since it wuld have
necessitated a common tariff, theré would have been a movement toward political
nnion, the mere mention of which was anathema to the Tanadian public.
Prom the nature of the proposal, however, it was obvious that no othe: way

could have been taken to determine and administer the common policy.:

Unrestricted Reciproeity.

The Liberal party in Canada brought forward a compromise designed
%0 secure complete free frads befwesn Canada and the/United.States. They
sanctioned # in 1881, and went to the country with it as an important-
election proposal im 1891. The plan provided for the retaining of the
customs houses along the beeder, and for allowing each-party“to the agreement
freedom to make what rates it desired against other countries. The plan is
generally known Hs "unresiricted reciprocity”. It had not the mlitical
defects of commercial union since it allowed é reél control by each
country of it:-s own tariff on goods from obther countries, withoubt preventing :
that plum of Canadlan diplomacy, entire freedom of trade, from falling at last
into the weary hands of political optimists. I% was beyond the realm of
{L)For a history of the origin and growth of tﬁe prdtectionist movement in Canada

“up to 1894, see, Simon J. Mclean, Tariff History of Canada. University of
Toronto Studies in Political Science, Vol. IV,
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possibility, however, that the United States would accept a measure which
admitted to its markets all the products of Burope, direct or slightly
remanmafactured, by %ay of the Canadian back door.

The tariff of 1883, aithough éomprehensive in its scope had failed
to check the steady expansion of Canadian agriculture. The McKinley
Tariff, in 1890, was the result_of the growing competition of Caﬁada, whose
edports had been increaéing since 1883, and of a general feeling among
American farmers that they were being exploited inrthe interests of the
manufacturers. It extended protection'te American agriculture.by raising
the whole schednie of rates on imports of farm products. There was, however,
a violent reaction to this tariff in the United States, Tﬁe Democratic cane
didate, Grover Cleveland, owed hisvvicfory'in the next electién to promises
of tariff reform. As a result; the Wilson Tariff Act made some additions to
the free list in 1894, and reduced the rates previéusly in force on certain
agricultural products, prineipally hay and barley, by 60% to 75%. The
tariff remained highly protective despite these concessions.(l)v

Unfortunately for Canadian agricultural export, the Pemccratic

party did not remain long in power. There was confusion and weaﬁness within
the party itself, the silver question was agitating Congress, ani the |
President and the Senate were in conflict. These factors all comhined to
reoturn the protectionists to office in spite.of Cleveland's popular "free®
policy. Treasury difficulties were the immediate cause of the tariff measures
which came into force in 1897. The Din;ley Tariff Act imposed higher duties
(1) On the basis of the imports in the year ending Uune 30, 1893 the yield
of the duties under the McKinley Tariff was estimated at 49.6% of the total
valus of all dutiable imports; the yieldof the duties under the Wilson Tariff

(as finally enacted) was estimated at 38.7%. The reduction was not sufficient
to diminish appreciably the protective character of the tarife,
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then those of any previous tariff.

In Canada, during this perled, negotiations were carried on in

. : basis - .
an attempt to find somenfor a freer exchange of natural products. Sir John
Thompson, the Honourable George E. Foster, the Honrourable MacKenzie Boweil
and Sir Julian Pauncefote, British Ambassador at Washington, het Secretary
Blaine and Genersal Foster in Washington. An informal conference in 1892
disclosed the fact thet the Canadian Goverzment were only prepared to
offer to the United States,in exchange for the desired concessions, the admiss-
ion of natural products. Nor had they any hesitancy in declaring that
not - :

favoured rates couldabe given to the United States as against Great Britain, the
Mother Country. Since it was obvious that the benefits of an exchange of
natural products would be almost wholly to the advantage of the Canadian
people, the American delegation terminated the discusszions.

At a Libteral Convention in 1883 the party adopited, enthusiastically,
and uwnanimously, the following resolution:

"That a fair and lLiberal reeiprécity treaty would develop the
great natural resources of (anada; would enormously incrsase the trade and
commerce between the two couniries; would remove many things which, in the past,
have provoked irritation and trouble to the Govermments of both countries;
and would promote those kindly relations between the Empire and the Republic
which affard the best guaraniee of peace and prosperity;

That the Liberal party is prepared to enter into negotistions with

a view to obbtaining such a treaty including a well considered list of
mamfactured articles; and we are satisfied that any treaty so arranged will
receive the assent of Her Majesty's Govermment, without whose approval no
treaty can be made.”

When the iiberal party came into power in 1896 an atiempt was made
to substantiate the reciprocity proposals, which had figured so largely in
their election platform, by sending two members of the Cabinet $9 Washington

to ascertain what might be done o initiate treaty arraﬁgements. Their mission

ended in failure.
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The Joint High Commission.

In 1898 the Liberal administration and the Cabinet of President
MeKinley carried on negotiations, which, from small béginnings3became the
Joint High Commission cemposed of Sir Wilfred Leurier, Sir Richard Cartwright,
Sir Louis Davies and Sir John Charltomn of Canada, Lord Hershell of the

United Kingdom, and Sir James Winter of Newfoundland as the British

............. pas

i

representatives. Every : st and present objection to itrade agreements betwsen
Canada and the United States was d;scussedo When prospects for a rgciprocal
settlement began to look promising, the imsoluble difficulties of the
Alaskan boundary dispute cuased a split in the group, and the Commission was
dissolved.
In the year which saw the imposition of the Dingley Tariff, 1897,
Canada had established a tariff preference of 12%% on%the products of the
United Kingdom and of the frse frade British colonies and also on the products
of those British colonies having tariffé giving reciprocal concessions. In
1900 the preference was increased to 33 1/3%. This action was dictated b&.
a desire to retaliate against the increase in the‘Américan rates, witggut
increasing Canadian duties, and to secure concessions from the British
Empire. '
The Dingley Tariff Act rémained in force for 12 years., The political
atmosphere was favourable; President Roosevelt lead the Republicans to office
by advocating the policy of teking care of the home markets and letting
the foreign markets takeicare of themselves., ZXIconomic conditions slso made
high tariff rates seem the right and proper thing, for these years were
expansive and prosperous times in the Unlted States with the ususal dy-
product of nationalist sentiment, In 1907, however, the inevitable business
recession took place. The mounting'cost of living was attributed to the high

tariffs and the result was the Payne Aldrich Act of 1909, designed to promote
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trade with Canada. In actual fact, the rates on farm products remained
practicélly'unchanged so that the agricultural economy of Canada remained

subject to the restrictions imposed in 1897.

The Payne Aldrich Revision -~ 18909.

Apart, however, from the effect of these tariff revisions on
agriculture, the Bill marked a changs in policy., Previously they hag
granted concessions for concessions on & limited list of commodities. Now there
was insugurated the practice of penalizing countries whose tariffs were
"unduly discriminaiory"™ against the United States.
The new tariff consisted of, (a) & Minimum schedule which were the
general or permanent duties, and (b) a Eaximum Schedule higher than the
Minimam by a duty of 25% ad valorem. . The latter schedule was designed to
serve as a "big stick" with which 0 -compel concéssions. These higher
duties were to be enforced not later than April, 1910. The natural
consequence was that the State Department immediztely began to negotiate with
all ccantries in which the United States did not alreédy secure the
lowest terms conceded %o any other_stateo
Although admitting that Canada®s preference granted to the United
Kingdom and te certain British colonies did not constitute Mundue aiscriminationg
the concessions made to France in 1910 and afterwards givenbto other countrias,
were of a discoriminatory nature and failing the extension of such concessions
to the United States, constituted grounds for the application of the maximum
schedules against Canada. The President sent Professor H. C. Emery,
Chairman of the United States Tariif Board and Mr. Charles M. Pepper,
Commercial Advisor to the United states State Department to Ottawa to securs

concessions necessary to prevent the application of the Maximum tafiff
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but the Canadiamsdeclined to extend the French concessions o the United States
and the negotiations were brought to a standstill. The possibilities

of a tariff war, wnich would be destructive to the trade of both coumntries,
made sach side eager to do every thing within reason to averi if. The
Preszident of thg United States, agtuated, to some extent, by the dissatisfaction
of the low tariff party in the United States with the Coverrments policy,
resumed negotiations andgat the same +time, suggested a wider bargain. A
confersnce was held at Albany between the President and Homourshle W.S.
‘Fielling followed by a meeting at Waghington where the detalls wre discussed.

An agreement was reached which gave Canada the minimum rates. Cansada

agreed to give the United states the rete of its intermediate tariff on

a few articles, aggregating in valus about threes per cent of the imporis

of Canada from that couniry: china and porcelain table ware, window glass, photow

graphs, watch movements, certain leather schedules, feathers, zmats, prunes

and unenmumerated goods, of which the chief were cotton-ssed o0il and sausage
casings. The United States, in its turn, abandouned tﬁe demand for concessions
equal to those given to Prance.

The reductions sufficed to avert a tariff war. Since, however,
4he Canadian govermment hastened to safeguard 1lts position'by granting the
same reductions to all other countries the result was that the Unilted
States remained subject to the gensral tariff of the Dominion in every
schedule; she did not gain the special concessions of France or any others.

Although not of especial benefit to agricnltﬁre, these events
probably hastened the re-opening of trade negotiations by Presideﬁt Taft

in 1910.
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Proposed Heciprocity Agreement - 1911,

The proposals made by President Taft in 1910 were based on his view=
point that special administration and legislation were necessary in American
trade relations with Canada due to the long land boundary lines, which did
not enter into the question with overseas nations, The United States made
an offer of complete free trade which was declined by Cénada.

The influences militating against an acceptance of reciprocity
by Canada, necessitate some explanation, in view of the eagerness of that
nation to accomplish in former years the very thing it was now reje@ting.

For the most part, the action of Canada was the result of the changes which

‘had taken place during the preceding twenty years. The growth of cities,

the building of east and west rallways, thé iacreaseigf interprovineial tmaffic,
the rapid development of diversified industries, and the opening up ef

overseas markets had been accomplished without the éstablishment of reciprocity.
The first decade of the twentieth century was the-greatest period of prosperity
the Dominion of Canada had kpnown. Economic ﬁelleheiné, the nafural result of
expansion iﬁ a young and potentially wealthy country, had created a feeling

of national pride., The new and attractive trade relationships which were

being established with Great Britain increased an emphasis on imperial loyalty,
and patriotism and the profit motive went hand in hand.

At the same time the:e was a growing distrust of the pelitical motives
of the United States, because it was widely believed in Canada that formerly
the United States had used its commercial policy with the deliberate intention
of forcing Canada into a union which would deprive her of her economic and

even of her political independencs.
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The growth of imperiallstic loyalty made closer trade relations with
the United States seem to be detrimental to further commercial aligmments
with the British Empire. According to a resolution of the Mbntreél Board of
Trade "it (reciprocity) might easiiy prove to be the entering of a wedge that
would eventually result in the separation of our interesis from those of the

Hotherland".

The most destructive arguments against the proposed reciprocity agree-.

ment werse those based upon its impermanence. The statement of its terms
nade it subject to abrogation at the pleasure or caprice of eithef nation. 1%
was argued in Canada that a logical consequence of'adopting such a Treaty’woﬁld
be to divert. trade from its preségiizzsthe United States, that the overseas |
markets which had opened to Canadian products would be usurped 5y other |
countries, that thé entirs volume and direction of Canadian expors t;adé
would be chamged and that any sudden blocking of the channels leading to
the neighbour's markets would cause a disastrous stoppage of trade. The
precipatate abrogation of the.Beciprocity Treaty of l§54 was quobted as
substantial ground for the afgument. |

The Ontario maﬁnfacfurérs were a powerfully antagonistic influence
and reciprocity was indicted as & fatal blow to Canadé's industries,
which would undo all that had been accomplished by the ;National policy™.
Canada would be reduced to a producer of raw materials énd the production
industries then engaged ;n panufacturing would be shifted to the United States,
Since the development of Canada was dependent upon the investment of outside:
capital, and sincé British capital was responsible for much of that growth,
a cessation of investment could be prophesied in the event of a concentration

on natural products.
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Eventually it was decided that the ftariff changes, rather than
taking the form of a trade treaty, should be introduced into the governing
Houses of the respective countries and achieved by concurrent legislation.

A date for the introduction of the matter into both Houses was sagreed upon.

The proposed agresment took the form of four schedules, covering
all contfoversial export commodities., Schedule A included “articles the
growth, product or mamafacture, of the United states to be admitted into
Canada free of duty when imported from the United states, and, reciprocally,
artlcles the growth, product or mamufacture, of Canada to be admitted into
the United Qtates, free of duty, whgn imported from Uanada.™ Live animals;
oats, barley, hay, flaxseed, vegetables, fresh fruits, and dairy products
were included in the list of agricultural commodities which would benefit by-
the agreement. -

There was considsrable opposifion to the measure from the farmer's
representatives and from the Progressive'faction in the Republican Party
which was endeavouring to discredit the President, but the Bill was supporied
by the Administration Republicans and by the Democrats; President Taft:
summoned a special session when a minority in the Senate held it up wntil
the adjourmment and on July 22, 1911, the-Bill was passed. It then only remained
for a corresponding Uanadian measure to pass through the Canadian Parliament. -

The mroposal was introduced into the Canadian House of Commons on
Jamqmary 26, 1911. The Liberal majority was strong, but 6hstructive tacticy
by the opposition finallj compelled the Prime Minister %o appeal to the
country. On July 28 Parliament was dissolved. In the election the
Conservatives carried the day by a vote of 669,060 against 625,000 by the
Liberals., The victory was really won in the single province of Onfario, and
industrial constituency, where the Conservatives elected 73 members and Liberals

only 13.
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This séttlementlof é vital issue markefl the defeat of the most
comprehensive bid for unrestricted trade relations between the two counitries.
The events were an interesting reversal of policy. since 1867 the repeafied
bids for reciprocity made by vanadian statesmen had fallen on deaf ears in
the United states. Now the Canadian people, by a populéf majority at the
polls, became the arhiters of the situation in a decision which completely
repudisted the former desire for reciprocity.

vonsiderstion of the prices ruling in the iwo markets for grain,
livestock, dairy products, root crops, fish and lumber and mineral products,
shows that prices in the United States at this time, were sbmewhat higher,
on the average, than in Uanada. ‘he Prairie farmers, the strongest suppcrters'
of the agreement, would have gained by the higher prices both for the gradeé
of wheat reguired for Plending and fo: the grades below Iuropean ex?ort
quality as well as for barley, flax and cattle. In general, the advantages
of the agreement would probably have been those which the earlier reciprocity
treaty had manifested. The benefits would have been those erising from the
cancellation of cross-hauls, the ubtilization of nearei resourcés, in brief,

the benefits of interprovincial or of city and country frade.

The Underwood Tariff Act - 1913,

During the pedod 1900 to 1913, despite the unsuccessful attempts
at securing reciprocity, Canada’s trade with the United States continued
to increase, In 1900 Canadien éxports formed only 4.6% of total American; in 1913
the percentage stood at 6.7%. The increase was mainly in raw materials for

mammfacture and in foodstuffs. Agricultural imports, though increasing
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nearly three times in value remained about one-fifth of the total. Canadian
farm products, limited by tariff restrictions, averaged only one-=third as

large as their volume in 1866, the last year of reciprocity. 1In both countries

T T !

this period of expansion was attended by generally rising pricé levels, the
new gold discoveries contributing to the upward movement.

On October 3, 1913 a mew tariff act became part of the legislation
of the United States. The Underwood Tariff was essentially a competitive
tariff in that it allowed a sufficient importation of products which wers
produced in the United States to bring about fair and honest competition.
It was in contrast o the former principle of tariff legislatién which was
designed to equalize the cost -of production between the United States
and foreign producers, with a reasonable profit for home producerw. The
outstanding features of the new Act weres general reduction in tariff ratess
numerous additions to the free list; replacement of specific duties by
ad vaiorem rates, in many cases; taxation of plain kiqu of goods at a .
lower rate than fancy kinds; taxation of luxuries higher than necessities;
and abolition of compensatory duties corresponding to fhe old rates on raw
materials.

There was one administrative change which was of great importance
to Canada. The adopfion of the Ybig stick™ policy exemplified in their
enforcenent of the Maximum and Minimum tariff schedules had threatened a
gerious tariff war between the countries in 1910. All cause for anziety
on this score was removed when the United States totally abandoned these
controversial schedules.

The Underwood Tariff remained in force for nearly a decade and was
very favourable to Canadian export trade. Numerous commodities, inclﬁding

some of the chief products of lumbering, mining, fishing and agriculture were

the subject of lowered duties, and many duties were entirsly abolished.



From the standpoint of Ontario and Quebec, the agricultural results merit
particular attention. Canadian agriculture had been subjacted since 1897

t0 high tariff rates; now the free list was extended to ineclude many important
farm prodncts which before had been highly protected. As a result, agricultural
prodncts became more significent in United States imporitse. They increased
seven times in value in this period, 1913 to 1920. In 1920 they formed 30.1%
of total American imparts of general merchandise froﬁ Canada.

The hew rates came into effect ét a fortuitous time for the potato
growers of Ontaric and Guebec. The Act provided that wheat, wheat flour, semw
olina and potatoes should be placed on the free 1list btut with the provision
that when iﬁported from countries which taxed their importation, they should
be subject to certain specified rates of duty. In 1918 Canada reached
& peak, previously uneqﬁalled,in the production of potatoes. In the fall of
that year there was available for expori, chiefly in Ontaric aﬁd Qneﬁec,.
and Manitoba, abowt 30,000,000 bushels. On November 7, 1918 the Canadian
Govermment by orders in councll removed the customs duties on potatoes
coming from the United States, thus securing free admission for the ssme
Canadian product into the United States. Previously on April 16, 1917,

Canada had secursd free admission for the other specified cqmméditiess In
1919 there wers 5,163,680 btushels of potatoes exported %o the United Staﬁes..

It is obvious, therefore,that the increase in southward moving tréd&
in the years following the passing of the Underwood Tariff was, in some measure,
due to the lowered rates of duty. But the new tariff hgd not been in force
for a long enough time to give more than an indication of probable, normal
increase, when the Great War made normality in economic affairas a thing of

the past. Unprecedented demands for foodstuffs and processed goods stimulated »
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both agriculture and amamufacturing. Belligerent nations and devastated
peoplgs reached over such barriers as existed in their desperate needs for
the products of other lands. During the early war years the export of cattls
over one year old increased from 612,559 head in 1912 to 8,736,700 head in
1915; of milk and cream from 793,570 gallons to 1,904,211 gallons; of

oats from 90,920 bushels to 1,536,466 bushels.,

In Canada the settlement of new territory no longer absorbed the
gnergies of the pesople., IExtension of manmufacturing facilities, and enlarge=
ment of the power supplies were the chief concerns of war~time. IExporis
of wholl& processed and partly mamafactured goods increased rapidly.(l)

An imporitant stimulué to the velocity of trade with the United States was the
appearance of that couniry as the majo# investing power in Canadian develop-
ment. Bebre 1913, Great Britain, in her role of an industrial nation needing
a source of food supply, had invested heavily in the advanceﬁent of the
Canadian economy. (2) After 1913, the heavy financia{ demapnds which the war
made upon Great Britain, of necessity, forced her %o restrict her investments.
Inevitably, Canada began to increase her borrowings from the United States.

A contribution of some significance to the volume of trads was |
the situation creased by the exchange rates. Prior to 1913 the Canadlan -
American exchange was comparatively steady. Such fluctuations as took place
. were neither violent nor prolonged, and did not diseriminaete sharply in favour
of either country. Zarly in the conflict the abandonment of the gold standard
by Great Britain and Canada created an exchange which was favourable to
{1)Phe Values of manufactured goods exported rose from $54,000,000 in 1913 to
$191,000,000 in 1915 and then to $779,000,000 in 1920. Inflated prices must
be taken into account in studying these figures, but nevertheless exports of
processed goods, in 1920, were nearly six times their volume in 1913,

(2) From 1900 to 1913 the total of foreign capital invested in Canada was
82,646,434,000, of which Great Britain supplied nearly three times as much -

as the United States. Viner, Jacob.,"Canadian Balance of International Indebte@ness%
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the importation of Canadian goods into the United States.{l)
In summary, the lowered duties, the umusual war time demands, ths
increase in American invesiments in Canada, the excharnge rates favourable '

t0 American import; all conbributed to accelsrate the momentum of trade. It

is not surprising then, that in 1920 the value of Canada®s exports to the United

States touched the record high figure of $611,863,000.

A Brief Survey of Price Trends from 1920 to 1930.

In 1920 the political situation 1n the Unitéd States was entirely
changed., The election resulted in the complete defeat of ths Democrats,
during whose termmre in office the Underwood Tariff had been administered;

New influences, which had received their initial impetus during the war years,
widened their scope and effect in the rapldly changing conditions of posie
war adjustment, and combined to overthrow the Tariff Act of 1913. The rising
tide of nationalism wés a powerful force in dete:miniﬁg protective policies.
There was the task of safe=guarding the many iﬁdustries, born in war time

necessity, and unable to stand alone under normal conditions of trade; there

was the fear of competition from countries whose currenceis had depreciated badly.

The South had rapidly become industdalized and spoke with a new tome of
| anthority on govermmental actions. And, most important from the standpoint of
the importation of natural products,"there was a severe decline in farm prices
in the Unitéd States, as in most countries., This fall in prices was indicative
of the rapid approach throughout the world of what we may call the agricultursl
crisis, and since it is necessary to deal with these umususl cnditions for
the remainder of the period under consideration; a study of conditions in
agriculture, particularly prices, will contribute towards an understanding
of the tariff policy of the United States in recent years.

{L)In 1919 the yearly average quotation for the Canadian dollar in New Yorkr
was 95.60 cents, and 1920 it was 89.28 cents.
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Over the course of economic histofy, price changes have been of
appreciable significance, but differenées in degree, such as the decline
of 1920-1921 and that of the recenit depression period are so unusual as o
play an important part in determining the policies of governinpg bodies.
Prae-war changes in the price level were slower processes than the recent
- swiftly disastrous fall, and adjustments were made more easily.
In 1846 ﬁew discoveries of gold in California and Australla caused
a rapid rise in prices. From 1851 to 1854 they rose by 36% and for the next twen-
ty years remained relatively-statioparyo After 1870 the adoeption of the gola
standard by many countries, and the demonetization of silver plas a decline
in the anmal éold output of the world coincided with a fairly rapid fall
in prices. They declined 40% by 1896. South Africa then proved.tc be av
source of new gold supplies, and prices began to rise and contimued on an
upward grade more or less contimmously until 1913. During this time,
1900 to 1913, the United States was growing in poyulétion and Canadian export
surpluses were expanding.{l) | ‘ |
»During the war ﬁhé inflation of currency end the great demand for
foodstuffs caused a »apid fise, which Was_followad by a very severe decline
in 1920-1921, This fall in prices really lay outsids the conditions which
govern the supply and demand of agriculifural produstion. The war inflation
of credit and currency was followed by a severe deflation. High prices lasted
only until 1920, and in that year, wholesale pfices of farm produelts reached
their highest point. The decline, which began to be noticeable thereafter was
a definite reality by the fall of the ysar., The United States faced difficulties .
in many branches of agricultural production, parlicularly in eotton, cattls and
wheat. The cessation of Allied tuying and also of relief credité which had heen
{1) There was a growth in population in the United States from 50, 000,000 in

1880 to 76,000,000 in 1900 and to 92,000,000 in 1910, The population of towns

increased; in 1880 70% fof population was rural and 44% employed in agrlculture.
By 1910 these proportlons had changed to 60% and 35%.
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financed by the American Treasury removed the most-fruitful sources of income.
By 1922 8,5 of the owner-~farmers in the kiddle West had lost their farms and
th; greater proportion of tenant farmers had abandoned their holdings. Reerly
6000 farmers went bankrupt in 1923.

In 1924 prices began to rise but fell in 1925 after the return to the
gold standard. Throughout the world there was a marked dsptession in
the cultivation of cereals and this affected obher branches of agricultural
production. In the United States wholesale prices became relatively stable
at their lowef level, from Juns. 1921 until 1929; although agricultural prices
were low as compared with those of industrial products they were still
actuélly above pre-war prices. In 1930, however, the whole general character
of the price movement changed cqﬁpletely. Prices of all agricultu:al
commodities fell, with remarkable rapidity, to extreme depths and wers
unstable into a very bad bargain. The fluctuations were unforeseeable and
added to the tdals which the alread& over-turdened farmer héd to bear. The
year 1930 left ﬁo doubt in ;he farming communities throughout the world that a
pericd of unprecedented dlsaster in agriéulture was approaching. Although
drought, sandstorms and lecal econcmic disturbances were contributbry factors to
the farmers® distress, it was the lowness of prices which consiituted the
agriculturai crisis, Failure of industrial prices te-fall proportionately to
farm prices aggrgvated their difficultigs. The resulting discrepancy hetween
the farmer's income and his expenditures caused strains throughout the whole
economic system. By the end of 1930 prices of some products had fallen as
low as one guarter to one half below the 1913 level. By Jamuary, 1932, the
wholesale index in the United States had fallen to 99%.0f‘the pre=war level,

or, in other words, there had been a 30% fall in two years.
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The agricultural crisis was not confined to the United States; in
Canada wholesale prices had declined from 155.9 in 1920 to 86,6 in 1930. In the
winter of 1930-193L the distress in the West caused by the fall of agricul%ural
prices, was aggravated by cumulative effects of three years® drought. Eany
farmers were forced to apply for Goverrment assistance. o

The following table gives statistics on the decline in agricultural '
prices in Canada, the United 8tates and CGreat Brimin. They are extremely
difficult to compute and by no means ;rsliable ér concluéive, but the general

tendency is beyond question.

Agricultural and Wholesale Prices in Canada, the United Stades and Great Britain.

1921 - 1929, Base - 100.

CANADA. UNITED STATES GREAT BRITATH,

Year. Agricultural Bholesale Ag. Wholesale Ag. Wholesale
Pricesd) Prices. Prices(?) Prices.4¥) Prices.’) Prices.(5)

Base 1913 1913 (%) 19134 1913 1911-13 1913
1921 145.2 156.,3 lis 139.8 219 197,82
1926 143.6 156.3 136 143.3 151 148.1
1927 138.6 152.7 1351 136.7 144 141.6
1928 121.5 150.6 139 140.90 147 140, 3
1929 157.3 149.4 138 138.3 144 . 136.5
Jung 30 123 124.4 131 120,7
Nove. 20 103 - 11502 129 11200
Dec. 30 97 112.3 126 108.9

(1) Index mumbers of agricultural section of the Federal Statistical Office.
(2] Index numbers of Internal Trade section of the Federal Stabtistical Offica.
{3) Index numbers of the Bureawn of Agricultural Economies.

{4) Index numbers of the Bureau of Laaour.

{6) Index numbers of the Ministry of Agriculture and Fisheries.

{6) Board of Trade Index Kumbers.




To a great extent it was the increasing inability of the farmer ta meet his
requirements out of his reduced income, caused by the disparity between agrie-
ultural prices and industrial prices, that swelled ﬁﬁe volume of demand for
agricultural protectioniin all countries. It was nod, on the whole, an
abstract ideal of national self»suffieiency‘that influenced the United States
in her protective policies but rather the necessity of lending an ear to

the clamour of agriculturists who were barely able to hold their own, much
less fight external competition. The %estern States were %ehement in their
support of high tariffs because of. their predominantly agricultural integests.
It was inevitable that the provisions of the Underwood Tariff Act should

seem unsupportable in the changed atmosphere of post-war conditions.

The BEmergency Tariff act of 1921,

BgainstAths background of abnormal price trénds the EmergencyATariff
Act is perhaps better understodd as & measure designed to save the surviving
égricultural commnniﬁy from Canadian competition, and to stop the decline
in farm p:ices. Originally enacted fof 6 months, it\became effective
on Xay 28, lézl, and was re-enacted when necessary, remsining in force until
the Fordnsy McCumber Tariff Act of 1922 superseded it. Snbstagtially
increased duties were leviedAon about 49 products, including the chief farm
products of Canada: wheat, cattle, sheep, meabts, dairy products, jotatoes,
and appleg. Unfortunadely for the agriculture of both countries the
hoped for bvenefits did not materialize. Yarm prices failed to rise in the
United states, and the high duty was a se?ere baow to Lanada, particﬁlarly to
cattle producers.{l) The decline in export trade undoubtedly helped to
prolong the depression.
(1) Bxports of Cattle to the United States: 1921 - 1926.

1921 -~ 135,257 head. 1924 - 97,847

1922 - 189,760 ™ 1925 - 86,748
1923 - 96,873 ¢ 1926 - 92,962
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The Fordaney HecCumber "ariff - 1922,

Phe new tariff became effective on September 22, 1922. The
distress among the farmers in the United btates and the importance thab
attaches to local conditions when the benefits of a perspeciive view are

lacking, left little scdpe for mitigating influences to successfully

advocate nondprotective policies. It is not surprising that the new duties

surpassed all previous tariff enaciments in =2zealous protection.

Some administrative feabures are of interest. The Act conbained

‘ a provision against diserimination. Sectlon 317 provided “that-every
country which discriminated in such a manner as to place cémmerce of the
United states at a disadvantage compared with the commerce of any foreign
coﬁntry was liable %o Aiscrinination against its commerce by the United
States™. The guiding principle of this Section was so-called equality
of treétment; all countries were to be treated alike, and in: return the
United states would require equal treatment from every other country.
There was also.included in the Act a flexible provision
undef wnich the President had authority to inerease or decre%se the rates
of duty for the purpose of equalizing costs of production in the United
States and competing foreign countries. The total increase or decrease
could not exceed bO%. Under this provision any responsible group or
individual might apply for a change in any of the five thousand separate
classifications into which the tariff was divided. Six hundred such
applications were filed, and there was enough investigation made before
rejection to satisfy the Commission that it did not require action. Some
four hundred were submitted to the Fresident; eight-three were fully

investigated. 0f these, twenty-eight were acted on and in five cases the
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rates were reduced; in all other cases the rates were increased. The changes
under this provision of most importance to Canada were probably those relating
%0 wheat, wheat flour, semolina, butiter, millfeeds and bran. Of particular
inportance to the dairying industry of Ontario and Quebec were the increases
in the rates butte¥ from .08 pef pound to .12 per pound; on milk, from
.02% to .05 per gallon and on cream from .20 to .30 per gallon.
Th; Imergency Tariff Act and the Fordney McCumber Act, togebther,
were a complete revisidn of the Underwood Yariff ack of 1813. The record
high rates were a severe blow to Canada; although the increases were
designed to discrininate equally against all countries, in actual fact they
fell largely on Canadian exports. The Emergency Tariff became effective
May 28, 1921, The value of exports for the year ending March 33, 192,
that is, prior to the tariff was $542,322,967 tubt by one yeer later,
March 31, 1922 the value had declined %o $292,588,643. Agricultural exyporis
were dutiable as a group and from 30.1% of the tatai export value in 1920
they fell in 1929 to 16.6% ; 1929 wes the laét{S%Fthe Fordney McCumber Tariff.
It is significant 1o observe, however, that Canadian exports to the.
United Kingdom and to other countries declined also. Other influences,
the fall in prlces?ﬁ%he dLmlnlshed peace time demands, helped to reducs
trade to more normal proportions. Although et close range it is difficult
to Jjudge what exactly constitutes a normal demand,the gradual falllngfgf exports
may be abttributed to a return to normality, since the years 1922 to 1929 were
reasonably prosperous cones in the United States for everyone but the farmers,
American whdesale prices, although averaging scme 35% less than in 1920,
generally were more than 40% above those of the pre-war pericd. Moreover,
in those schedules where the low Underwood rates remained unchanged, the decline

was as great as in the schedules increased by the Emergency Tariff.
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An examination of Canadian export as a whole reveals an increase in.'

exports despite the higher rates. For the twelve months ending October, 1922
the total value of Canadian exports to the United States was @527;037,318;

for the twelve months ending Octber, 1923, the value rose to §411,292,097.

The paradoxical situation is explained by the fach that_the increases were
largely in wood, wood products aﬁd paper schedunles, newsprint paper nét being
gubject to any duby, but there were also increases ip flbres, textile
products, non-metallic mineral produbts, and in chemical and allied products.
From 1923 to 1929 exports continued te expand, although our imports érom the

United States increased by an even greater amount. The folbwing comparison of

exports and imports is interesting.

Year, Exports. Imports.
1923 $369,080,218 $540,917,432
1924 430,707,544 601,256,447
1925 417,417,144 509,780,009
1926 474,987,367 609,719,637
1927 466,419,538 687,707,719
1928 478,006,114 719,443,513
1929 499,612,145 868,012,229

The real effect of tariff increases, however, is not wholly revealed
by the export figures. Under certain conditions, for example, in industries
- which cannot readily find or develop new markets and where the product itzelf
cannot be changed, the volume of trade may remain the sams, but the producer
is compelled to absord in part at leasi, the added duty. The catitle raising

industry is & case in point. Cattle prices in Winnipeg in May 1921 previous to the

Bnergency Tariff averaged $5.71 per hundredweight for goéd stockers and

$6+91 for good feeders. In July, 1921 the prices deopped to $3.23 and §3.69 res-
pectively. XKfter the Fordney McCumber Tariff prices on the Winnipeg market

for stockers and feeders averaged 3238 per hundredwsight for fair stockers

and $3.69 HDr good feeders; these prices contimued throughount the year,
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They were considerably lower than the prices ruling fox similar grades
of cattle on the Chicago markets for the same period, though they were not
lower by the full extent of the duty.

During these years, although the United States had struck reciprocity
legislation from its Statute Books in 1922, Canada made another attempt to
gsecure freedom of trade by renewing her offer of reciprocity. In 1923
this provision was added tc the Customs Tariffi- -

vpe-Govenor in Council may authorize'any Minister of the Crown to
enter into negotlations with any authorized representative of the Government of
the United States with a view to the making of a commercial agreement betwesn
the two countries on terms which may be deemed mutually beneficial. Any
agrsement so made shall be subject to the approval of the Parliament of Canada.

#If the President of the United States, under authority of the
United States Tariff Act of 1922, determines to reduce the duties imposed by
such an Act on the following ariicles, that is to say:- "Cattle, whea},

wheat flour, oats, barley, potatoes, onions, turnips, hay, fish as emumerated in
paragraphs 717,718,719 and 220 of the said Tariff Act of 1922, the Govemnor in
Council may, by Order in Council, make such reductiona of duties on such
articles imported inbto Canada from the United States as may be deemed reasonable
by way of compensation for such reductions on Canadian products imporited into
the United States.™

This gesture met with no response from the United States, and the
above section was struck out of the Canadian Tariff in 1931l. The following
provision was inseried:

*The Governer in Council, mmay, by 8rder in Council, mseke such
reductions of duties on goods imported into Canada from any other country

or countries as may be deemed reasonable by way of compensation for reduchions

on Canadiam products granted by any such country or countries.?
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@ 32 -

The Hawley Smoob Ta;iff - 1930,

In thé United States sentiment was moving farther and farther in _
the direction of higher tariffs, no%t only on manufactured godds, btut on
agricultural products as well. The instrument which carried protection to
its greatest height, and which, with minor amendments, formed the taiff
legislation of the United States until 1936, is known as the Hawley'Smoot
Tariff. Enough has been written of vituperation, explanation and interpretation
to eliminate the necessity of a detailed study here. It provoked widsspread
retaliation against United States exports. It had definite effectna on
the trading policies of principle nations siﬁce new bargaining weapons had
t0 be forged to combat the American offensive.

Extensive_increaseé in duties were made almost.immediately by Canada,
Switzwrland, Italy, France, Spain, Egypt, Argentina, Guba,’Peru and Litklmania.
When currency instability, on a wide scale, was unloosed after thé United
Kingdom abondaned the gold standard in September 1931, tariff increases,
lik®d other restrictions on trade, began to follow one énother in the most
rapid succession. During 18232 there were general tariff increases in the
United Kingdom, Egypt, Norway, Japan, Portugal, Greece, Siam, South Africa,
fustralia and other couniries. Moreover the tariffs were subjeect to
widespread and frequent alterations.

The Hawley Smoot Tariff was introduced into Congress in May, 1929,
and was before that House for more than a year. During this time inbtensive
investigations were made into agricultural conditions and the extent %o
which legkiation mast be carried to relieve and encourage the industry. During:
the vicissitudes of the bill's passage through the legislative bodies

diplomatic protests were made by several foreign govermments. Canada was one
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of the protesting ﬁations, tut the determination of the United States to

serve gself-sufficiency by eliminating all forelgn competition within her own
markets, was unaffected by the protests. The Act came into effect on June
18, 1930 with a scale of virtually prohibitive duties. The only-modificatioﬁ
of importance for Canada was the reduction of the duty on maple syrup from 5%
cents to 4 cents per gallon, and on maple sugar from .08 to.oé per pound. fThis
reduction cams afﬁe? an investigation unde the United States Tariff Commission.
Administrative provisions contained little that was new or different.

The effect of the Hawley Smoot btariff on Canadian export trade was
dlsastrous. Trade, which since Confederation, had been forced to surmounit ox
circumvent obstacles of varying degree in seeking its natural route, now was
unmistakeably blocked. by tariff legislation which retaliétion and appeals
to réaSon alike had no power to alter. The dairy industry, in particular,
suffered. Cream became dutiable at .5é.é per gellon and milk at .oé%
per gallon., Both ratesvwere prohibitive, and internal competition was
intensified., Large quantities of milk and creem which had been shipped to
New York, Detroit and Michigan from Quebec and South ééstera Ontaria flooded
the home market and prices fell to record low points, In 1929 prices of whole
milk and cream for city consumption were $2.36 per'hnndiedweight‘ _Iﬁ 1552_
they had fallen to §l.25 per mndredweight. Butter prices of 4075 in 1929
were »17 per pound in 1932. Thousands of dairy farmers were facing bankruptey,
and creameries all over ths central area were operating at-a losss At that
time, however, the Canadian tariff on tuiter was raised and large importations
from New Zealaﬁd were shut out with the result that butbter prices advanced
from «10 to 12 per pound, at times above the export level. This made sasler
the absorption of surplus milk and cream. The combined tmtter production

of Ontario and Quebec increased from 214,002,187 pounds in 1932 to 218,532,307

pounds in 1933. Similar results may be traced in every important agriculiural
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area. The tariff was an effecfive blocking weapon.

As in the years of the Undexrwood Tariff, export figures do not tell
the whole story. Other,equally powerful, limiting forces have operated-
in the realm of international trade.- The Hawley Smoot tariff came into force
" at & time when Cenads and the United States, in common with the rest of the
world, was being drawn into the de#ths of a depression. After 1928 whodesale
prices in the Dominion show a stéady dscline. (1) It is obvious that many of
the specific rates of the Hawley Smoot btariff were doubled or even trebled in
their ad valorem incidence by the rapidly failing‘price level. The falling
market tended to throw the bufden of the tariff on the Canadian agricultural
?roduéer rather than on the American consumer. Canadian brosperity, therefore,
in actunal fact, suffgred even more than the decline in export trade would
indicats.

To isolate any circumsténce, for example, the Hawley Smbot Tariff,
and examine its harmful effects in a world arena of chaos resolves ihself
.into a questioﬁ of an impartial analysis’ef export figures, against a backe
ground of the iﬁxernational situation during the depression years. Different
theseg can be proved by a diffgrent combinations of ceuses and effects.
However, it is not risking contradiction to lament the deciine in revenus
from Canada‘'s exporis to the Wnited States of farm-products and ths memufactures
thereof. A decrease in revenue from $174,000,000 in 1921 to $4,000,000 in
1930 from that éne important market, undoubtedly added to the severity of the-
egricultural depression in Canada, and, indirectly, to the slowing up of indus-
trial activity., FNor 1s it unfair to condemn the policy of the United States,

(1) wholesale Prices in Canada - 1926 100.

1926 - 100 1930 - 86.6
1928 - 96.4 1932 - 66.6

1929 -« 95,6
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as a powerful factor in augmenting the force of the depression thoughout the world.

As the world's greatest creditor the United States should have framed her
commercial policy ao as to receive the utmost of her debt in goods. Ths
country which should have had the lowest tariff in the world, in actual fact,
had one of the highest.

The Trade Agreement Between Canada and the United Stales - 1936,

The hardships left in the wake of the Hawley Smoot Tariff forced

the Comservatise Government %o the task of impleﬁenting‘their election
promises. The avowed objects of Conservative policy have been to raserve

the Canadian market for domestic producers; to force the movement of_forgign
mamfacturing plants into Canada; to establish feriffs on raw products at
a sufficiently high rate to force exploimtion of natural resources; and to
find export makets on the basis of sirict reclprocity, which would canpensate
t0 some defree, for the lost receptivity of the United States market. éonsistw
ently persevering efforts have been made to initiateva commercial policy for
the furtherance of these aims.

The 1931 Budget increased the tariff provisions of the 1930 |
Dunning Budget, introduced by the Liberal party as a pre%election atteﬁptﬂto
prevent a Congervative victory. The resulitant benefits to the home market
can be estimated from itwo facts. rThere was a market decrease in the
importation from the United sStates of farm producté after 1930, and during
recent years there has been an increased movement of fruits and vegetables,
of the varieties formerly imported from the United States, from Ontario to the
other Cangdian provinces. The home market has, to thié extant, accounted
for the absorption of some of the surplus agricultural>produce.

Finding an export outlet, in terms of the Conservative policy, meant

establishing tariffs designed to divert Canada's purchases to the British
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Fmpire and other channels, on the basis of strict reciprocity. Accordingly,
at the Ottawa Economic Conference in 1932 Canada obtained a preferred place

iﬁ the Ygreatest market in the world" in return br concessiong on British
goods in the Canadian market.{l) The effect of these agresments has been

the increasing favour with which Canadian products are being ?egarded in

the United Kingdom. Best apples are in sirong demand, although the entrance
of low=grade apples is opposed by British producers. Recently Canada

exported one of the largests shipments of soft frults in her history dus to a
bad fruit year in England. Large gquantities of Ontarie plums and pears formed
part of the shipment. Ekporfs of Canadian Cheesé, although falling

slightly in quantity in 1934, are stillrin mnore fa;ourable demand. there,

than in the American market. Bacon exports have increased almost incredibly -
since 1932. (2)

The mosh interesting resﬁlt was the effect on the export of catile,.
Geographic advantages of a near market are more pertinent to catfle export
than to any other branch of agricultural activity. Xase and speed of transe
portation and lower freight rates make the "natural" mgiket the most atiractive
one. In view of the fact that it is difficﬁlt for N"the cow to>jump over the
moon" the realigmment of livestock trading routes sihqe 1930, is surprising.
ShutAout of the United States by the prohibitive rates, demanded by American
cattle producers, Canadian cettle moved moved to Great Britain, and, aided
by a British penalty on Irish cattle,vCanada secured an outlet which enabled
her to dispose of some of her surplus livestock. A comparison of the figures

(1) See the Ottawa Supplement to the Economist, October 22, 1932, for a full
account fof the Otbtawa agreements,

(2) Bacon and hams exported to Great Britain in 1932 equalled 3,167,000 1bs.;
1933 ~ 6,581,000 lbs.; 1934 - 17,611,000 1lbs.
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of cattle exports to Great Britain gnd the United States from 1925 %o 1932
shows that ewen after a two year period, 1928=1929, in which there had been
no overseas trads af all, the United Kingdom market was shown to be capable
of expansion for Canadian products smd comparatively willing to accept hithem.
The British demand for.ﬁureebied Holstein continues favourably, although the’
British Government in consequence bf the agriculiural policy of walter Elliot
subsidlzes British fatéstock producers and applies quantitative regulations
in a effat to build up the British dairy industry. (1) |

But agricultural producers were slow to récognize the advantages of
a distant market when there was a largs, though historically capricious,
one on their very frontie®s.{2) Recognizing that the farmer's support of a
political party would depend in some measure, on how tirelesély that party
knocked upon the closed American door, the Comservatives, encouraged by
indications that the United States would co-operate with them, iniltiated a.prcpw
osal for a trade agreementy It was to be similar o the Treaty with France, -
and the Otbawa agreecments, thét is, reciprocity in trading privileges;
Politically speaking it was pre~election strategy of the first order. A %rage
treaty with the United States which would find favour with the Earitime'
fishermen, the cattle-men of the west and the dairymen of Ontarid and Quebec
should have been a valuable addition -to the election armaments of the
Goveroment.

It was not until June, 1934, that President Roosevelt was given
anthority fo negotiate directly, and to raise or lower tariffs within
(1) ZExports of cattle from Canada are restricted to 50,000 head per year. -
{2) This is apparent in the irregularity with which shipments of produce have be-
en sent to Great Britain. The complaint of the importers has been that they

cannot count on consistently maintained quantities or quality of Canadian
produce. '
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limits.{1) In November, 1934, trade conferences were held between Mr. Bemnett,
Conservative Prime Minister, and the Honourable W.D. Herridge, Canadian

Minister to washington. On February 2, 1935 Mr. Bennett announced that a

HW T

basis fof the negotiations had been esitablished. Unfortunately, opposition
from agriculturél and manufacturing interests in the United States delayeqd
the ratificétion of a definite agfeement. Although these neglotations
clearly indicated that the Govermments of both countries were disposed to
favour a cessation of tmade hostilties they were not sufficiently convincing
for the Canadian electorate to rebturn the Conservative party. The Liberals
swept to power imn Oétber, 1935, and Janmuary 1, 1936 a trade agréemeht batwaen
Canada and the United States came into force. It 18, needless to say, a very

differant agreement than the Conservatives would have concluded.

{L} The powers granted to President Hoosevelt were as followss

"(a) To enter into foreign tadesgbeemerts with foreign governments of
instrumentalities thereof; and

{b} Mo proclaim such modification of existing dubies and other impors
. regtrictions, or such additional import restictions, as ars
required or appropriate to carry out any foreign trade agreement
that the President has entered into hereafter. No proclamation ghglll
be made increasing or decreasing any more than 50%{per centum)
any existing rates of duty or transferring any artic les between
the dutiable end freelist. The proclaimed duties and other import
testrictions shall apply to articles of the growth, produce or manu=
facture of any country because of its discriminatory treatment of
American commerce or for other reasons; and the proclaimed dubies
and other import restrictions shall be in effect from and after sich
time as is specified in the priclamation. The President may at any
time terminate any such proclamation in whole or in part.®



The United States gains for the first time in the history of Canadain-~
American relations, most-favoured-nation treatment. This incluwdes the extension
of the intermediate scale of duties on a series of items, although it is
probable that a nymber of the exmisting intermediate rates will be increased. Sine
Sir John A. MacDonald sponsored the National Policy, United States goods entering
Canada have paid the highest rates thch Canada imposes.

The most imporitant agricultural concessions secursed by Canads are those
relating to live cattle. In 1935, for the first time since 1930, Canadian ship-
ments of cattle moved into the American markeb. Drought and sandstorms and the
Govermments arbitrary policy of slaughtering cattle in the dried out areas,
created a shorbtage which had not been foreseen by the framers of the Hawley
Smoot Tariff., It is estimated that abouﬁ 8,000,000 head of cattle were lost in
this way. ©Prices in the United States market went sufficiently high to
induce import, despide the high tariffs. During the mdnths, January, February
and March of 1935, 1,4Q0 head of pure bred; Holgtein cattle wére ghipped
southward and Ontario producers benefitted b& an opening market. The demand
for Canadian Holsteins, because they were able 1o meet the rigid health require=-
ments, nearly trehlgd in New York State, Pennsylvania, Massachssetds, and
Vermont and ia steadily increasinge By the new agreement Canadian cattle raisers
are granted reductions in duty ranging from 33 1/5% to 50% on live cattle
falling within itwo different weight ranges and -on dairy cows.

The weight ranges excluded from the agreement ate those of thch
Canada is not the éhief supplier. The interests of the American raisers are
protected by the quota provisions quoted above. These jariff quotas are agg~
regate quantities and apply to imports from all countries. Bubt no other
country can ship calves under 175 pounds or dairy cows to the United statss,

while cattle velghing 700 pounds or over, including milch cows, Canada,
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in the first nine months of this. year, supplied 56,781 out of a total of
59,648 head imported into the United states, sSince, according to Artile II

of the agreement, guotas will be allocated among supplying couniries on the basis

TR

of a representative period, Canada is assured of around 95% of the cattle tariff
quota, and even the free admission of such a minute fraction of American
domestic slaughter will be important jo Canadian farmers. The resultant

averags saving in duty is estimated at around $9.00 per head of cattle.

The concessions to the dairying industry are =maell. The omission of
butter and milk ffem the schedules was due, in part, probably, ﬁo the protesbs
of American dairy interests, prior to the treaty. Speaking before the Trade
Reciprocity Committee, set up for the purpose of inveétigating objections to
the proposed agreemeht, on March 20, 1935, the Progressive member fromv
Wisconsin declared that recent imppriations of butter, 5,000,000 poundsz since
Jannary, 1935 were responsible for a drop of .08 per pound in the butter
market. But the report of the United States Buream of Agricultural Economics
stated that the drought had resulited in the greatesi reduction‘in‘milch cows
in the 55 years for which recordas are available., There was a comparative
gshortage of supplies in storage and production was decreﬁsing. Butter production
in December 1934 was approximately 12% below December 1933. The shortagé cauzsed
prices to be higher in the American marksts than the .14 tariff. In some of
the large Bastern citles, retail prices to consumers were raised‘hj «04& per
pound during the week of Jamary 21 to 26, 193b., Retaill prices‘in New York city
were .41 to .43 per pound. Importation is inevitable under these condibtions.
Butter imports were attracted from New Zealand via London and direct (145,600 lbs.)

and from Denmark (38,800 1lbs. }e (1)

(1) The wholesale price of butter at New York on Jamary 25, 1935 was.355 per
pound the highest point reached at any time since 193l. In London Danish butter
was guoted at .23.3 per pound, and New Zealand butter ab .18% per pound. The
difference of .17 between New - York and London was suffilcient to attracst
imporitation.
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The concessions on cream wWill react to the benefit of Ontario and
Quebee, although the quantity is restricted by quota to 1,500,000 gallons,
which 1s about one half of the quantity actually impdrted from Canada in 1929.
The 50% reduction on turnips should benefit the farmers in-Ontaric and Prince
Edward Island particularly, since they formerly exporited considerable quantities
to the United States. The ftrade in clover and grass séeds formerly had an
anmual value of over $2,000,000. The restoration, in part, of the low rates
previously in force will aid this branch of agriculture.

The duty on maple sugar is reduced from .Oﬁrta «04 per pound. Iﬁ
1929 the value of the experts of maple_sugar and maple syrup, chiefly of éugar,
to the United States from Canada amounted to $2,500,000, Concessions on
other agricultural products provided in thé aéreement include a reduction in the
duty on hay from $5.00 to $3.00 per ton;ra reduction of one third in the duby
on horses; reductions of 50% to 40% respectively on live poultry and dressed
chickens; a 29% reduction in the duty on cheddar gheese; lower rates on
fresh apples, stréwberries, cherries and peas, and a reduction in the duty
on frozen or canned blueberries.

| Fhe édoncessions on potatoes, although limited ﬁoth'saason&llyAand

quantitatively, are important to Ontario and Guebec since fhe months of Ocﬁoher
November and March, the time of the greatest export activiity in pobatoes
get the lowest reduction. The quota restriction of 750,000 bushels is three
times current export, but represents only about 5.5% of average annual préduction
of seed potatoes in the United States during the past five ysars.

This agreement is the legislation at present in force for the

purpose of regulating trade between Canada and the Uhited States.
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THR EFFECT OF THE AMERICAN TARIFF ON THE AGRICULTURE OF ONTARIO & QUEBEC.

1867 ~ 1936,
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PART II.
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The Effect of the American Tariff on Certain Principal Exports of Ontarioe

and Quebec, 1867 ~ 1936,
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whe zmxports of un¥ario and wuebec as affected by the American Tariff.
1867 - 1936.

s e ®

I¥THOUUCTION,

The effects of fmerican tariff legislation on the agricultural economy
of Ontario and Quebec are best calculated by an inguiry into the export

movements of certain specified commodities which form a large part of the

r

agricultural wealth of the two provinces. The products used as a bgsis for
this sectiion are: butter, éheese, cream, milk, cattle, sheep, swine, barley ,
oats, flaxseed, potatoes, apples and maple products.

There are many technical obstacles in way of obvbaining an accurate
picture of the export trade of any particular‘province. Over the period, 1867
to 1936 there have been numerous changeé in the classification of commoditvies,
both ag to category and the manner of recording export statistics. To fing
the actual exports of any province over an extended period 1s virtually impoasible..
étatistics have been compiled for some years but because the figures are
tabulated at the port of exit andbmore often than not‘the commodities do not
originate in that provinee, the result is only an inaccurate picture of
the source of the products.

It was neceséary, therefore, to adopt a uniform method for aporox-
imating the exports of Ontario and Guebec. The plan here followed was a cO-
relation of the figures o§ provincial producti&n with the total production of
that particular commodity in Canada. In a general way, this makes it possible
to deduce the guantity from the centrai provinces which mast have gone to form
part of the total export surplué. With some commodities, for example,
dairy products or wheat, the origin of the major part of the exportable surplus

is obviously Ontario and Quebec in the first place and the Western Provinces




in the second. In the case of other, lessimportant and more generally
bproduced commodities, the relation must be & derivative of‘productioﬁ,
export and intuition.

From 1911 to 193 inclusive, two sets of export figures are used:
expo;fs from to Canada t0 the United States and from Canada to Great Britain,
They;are used comparatively because in any detailed analysis of %the effects
which the tariff actions of the United States hgve had on Canada the number
of adjacent factors having an important bearing oan the conclusions, although
not within the actual scope of the inquiry;must'be taken 1lnto account.
Canada's trade'negotiations with Great Britain, since 1930, stand, in part,
as one of the effects of the American high tariff policy. The British
market opened up when the future looked very dark for.Canadian'agricultural
export, that is, after the Hawley bmoot tariff had Tinally closed the
"natural" American market to Canada. The effects of the blow dealt by
fhe Hawley Smoot gariff were, therefore, mitigated by the acquisition
of preferences in "the greatest market of the world™., ILiterally speaking,
one of the effects of that tariff was to turn a greét vélume of Canada's
export trade into the profitable United Kingdom market, so that losses camnot
be computed except in terms of compensatory gains, and the actual incidence

of the United States tariff actions is difficult to determine.

The progress, made over a period of time by a group of separate units

=

in thelr capacities as parts of a composite whole, is only vslid when it is_
studied 1in relation to that whole. In order to understand how the
agricultural economic welfare of Yntario and Suebec has been affected by the
Fariff legislation of the United States, it is first necessary to establish
the comparative relation of these two provinces to the entire Dominion of

Canada.
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Although bound together by rallway and wacser and carrying on
her foreign trade negotiabions as a complete entity, Canada is an econqmic
structure consisting of a number of forces of varied strength and wmagnitude
working independently to produce her exportable surplus of primary commodities.
The regional significance of an agricultural survey of Canada is a very
important one. The Western provinces have problems a world removed from
those of the central provinces, and the Maritimes must be studied in the
light of characteristics which are peculiar to their location and the nature
of their principal resources.

The natural resources of Canada, because of the diversification of land

formations and climatic conditi;ns, ere of a varlety and scope which in-
dicate an enviable amount of present and potential wealth. Va:icus branches
of agriculture, Cenada's greatest primary industry, are carried on in all

the provinces, but Ontério and Guebec are more particularly mixed farming communi-
tieg, Certain districts speclalige in the raising of livestock, dairying,
and the cultivation of root crops. The Niagara ?enipsula, in Oﬁtarid, is
famous for the magnitude of its fruit farming operations. PThe general nature
of the agricultural economy of Ontario and fuebec, as comparsd tae the

more specialized character of primary production in the west and the east,
indicates the significance of a study of tariff effects. VIne#itably,

any American btariff legislation which discriminates generally against agrice‘
nltural products reacts hardly on Ontario and Quebec by affecting all
sections of the gainfully employed in agriculture. Industrial activity is
hampered by a fall ir the real income of the farmer, and the shubtting off of
a profitable export market not only limits his ability to dispdse of hig
produce at all, but seriously affects the prices which he wiil receive in an

over-supplied domestic market.
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Favourable trade relations with the United States have always

- been important to Canada because of several fundamental considerationé.
Cenada is, obviously, in an advaniageous export relation to the United States
in respect of adjacency and convenience of transportation -facilities, 1In
particular, the central provinces are best fitted to produce commodities
which are in demand to supply continuing deficiencies in the near-by New England
states, comprising a populous American marksf. The character of the trade
beiween Ontarioc and Queheé and the United States is, in many respects, a
border trade of conxenience. Meny of the products are seasonal, and in some
seasons, it is convenlsnt to ship early maturing American prcduce northward
while the Canadisn supply is shipped southward at a later date. ¥uch of the
trade between the two sections is, therefore, trade in different varieties
of the same commodities; Crop shortages, seasonal fluctuations, slight
advantages in producing cosfs, are more powerful influences in directing the
flow of trade in certain products, for example, cheese and cabttle, than the
same degree of influence would be in respect to a more distant market. The
movement of certain other products such aé maple suggr and syrup and appies,
is the result of natural advantages and would persist in spite of normal
tariff barriers.

If these assumptions are true, the fact that trade between the iwo
countries has been practically at a standstill since 1930 indicates the
existence of tariff abnormalities having widespread repercussiocns throughout
the whole Canadian economy. The effect of the Hawley Smoo}t tariff should
occasion no surprise since the whole history of Canadien ~ American trade
relations serves to show the interdependsnce of ihe North American continents
Economic hisbtory prior ito 1930 indicated what disastrous results could be
expected if protectionist sentiment were permitted to escaée its normal bound;;
The impoverishment of Canadian agriculifure, and the depression of American

industry are alike the tragic consequences of the failure to understand the
warning.
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DAIRY PHOUUCTS: Milk, cream, bubter and cheese.

Dairying has always been an integral part of the agriculiural
economy of Ontario and Quebec. It is, in addition, an industry whose measure
of prosperity or poverty depenﬁs.largely on the export market. bver since
Confedaration dailrying has'experienced a great developmental process, which
is steadily gaining impetus with the increasing demand for behter organization
and improved methods of marketinge.

In the beginpings of dairy history, production was the sum of a
number of individual sctivitiss in this field., Catile were introducsd
by the first settlers and there naturally followed the making of btutter
and cheess for home use, In the 1860's they were made by the women on the
farm for the satisfaction 6f'daily needs. After sef#ving the household a
system of barter disposed of the surplus ;n‘exchangé for groceries and othei
necessities, Profits were lifterally unknown, and often the produce was ex-
changed at a loss. The supply was decided by the amount of time which could
be spared from household tasks.

Expansion has been the keynote since that time. (1) The year 1861
marked the organization of butter and chesse factories asfdistinct from
private dairies. The first cheese factories wers opened in Ontario and Gusbec
in 1864 and 1865 respectively, and the fifst butter factory in 1873, A com=
bined buatter and cheese factory opened in iéBl in kastern Quebec, and the buther
and cheese indusiry has revolutionized the agricultural economy of Guebec. |
{1) Year., Xfumber of Milch Uows. Product%;g of Butter.?rodetio? of Cheese.

Se) . bse.

1861 328 15,406,949 . 686,297
1933 3,694,000 218,532,307 111,044,644

TN |



After Uonfederation there was a rapid increase in the number of
cheese factories operating in Ontario and production increassd steadily
until 1904, when the growing consumption of milk and the diversion of milk
0 cgndensenies and milk powder factories resulted in some decrease in cheese
prodﬁction; the low point was reached in 1922.

The creamery system for the mamufacture of butter was of slower
growth, Little progress was made until after 1882 when the first centrifugal
cream separator used on the American continent was imporied from Denmark
and installed in a creamery at Quebec. Another imporiant develo;ﬁent was
the infrodu@tion about 18986, of mechanicélvrefrigeration in cold storags
warehouses, railway services, and transatlantiec steamers. The dairying
industry owes & debt to the increasing use of fodder corn as a silage crop,
which enabled the production of milk to be forced during winter. OUne of tﬁe
most significant dairying developments has been ﬁhe éstablishment of the ine
dustry on a co-operative factory basis°

since 1910 the production of butter has incfeased. After 1920 the
total mumber of cresmeries and cheess factories dec;eased(l); the increase
was due to better methods. IFundamental changes in the chéeée making indusiry

have caused production to decrease since 1926, Milk which formerly went into

cheese now appears to find its way into butter, miscellanebus factory products

or into the liquid market. It is probable that the widening market in Great
Britain for Canadian cheese Qill cause an increase in production and the
lowering of the American tariff by the trade agreement of Jammary 1, 1936
may stirmlate trade enough to warrant an expansion in production‘

The immediate situation rmst be studied in relation to the world
depression and in conjuncture with the trend of events in the United States
and Great Britain, the two chief outlets for Canadian'dairy produce. The

(L) The numberof creameries and cheese factoriés decreased from 3,161 in
1920 %o 2,719 in 1930 '
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dairy industiry is a vulnerable spot in Canadian agriculture, and reverses in
this field react seriously on the country as a whole. %he industry has
experienced depression to the tune of a decrease in value of production
from $291,742,857 in 1929 to $135,000,000 (estimated) in 1932. Prices have
suffered a ruinous decline,{(l) As a resulf,thousandé of dairy Parmers are liv-~
ing on the edge of bankrupicy; hundreds of cresmeriss are operating at a loss.
Exports have declinedand international competition has been intensified by the
struggle Ho maintain markets, Unemployment and restricted purchasing have -
decreased internal consumpiion.

The British agricultural pslicy’has‘ha& a marked effect on the
attitude of thgt country toward the imporiation of commedities comstituting a
source of competition to British farmers. The policy of *quantitative
regalation” applies to butter. The Agricultural Marketing Act of 1951
assgisted tie British farmers, by a milk marketing plan, wheisby the Goveroment
subsidized for two years all milk delivered to dairy factories; in order to
guarantes a minimum price and keep the milk from flowing ihto the "liquid
market” where prices were higher. MNoreover, the British Government plans to
spend 750,00Q pounds to rehabilitate the dairy hefds. With the aid of = yuis
licity fund, to_which the producers conbtribute onemhalf; the consumption of
milk and dairy produce is to be stimmlated.

The dairy situation in the United States is more pertinent %o
Canadian prosperity. A study of bhe evidence talken before the Committee

of Ways and Means on Pariff Readjustment in 1929, preparatory to the ratificat-

ion of the Hawley Smoot tariff rates, presents the dairy situation as American.

interssts interpret it. It is the largest single agricultural industry in

(1) Decline in Dairy Prices, 1929 to 1932,

1929 1935
Whole milk & cream (sold for city use.). $2.36 per.cwt. $l.26 per.cwt,
Butter ) . . #4075 " 1b. o¥7 " 1v,

Cheegse .1808 + # 09 U H
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the United States. The farm value of milk and its products is estimated by the
United States Department of Agriculture %o be about $3,000,000,000 and
approximately 1,500,000 farmers depend upon returns frcm the sale of milk

and its products for the greater part of their incomes. The expansion in

Canadian production, taking place near the areas of large American demand,

was viewsd with alarm by American producers. Some of the principal dairy

gectiong of Ontario and (Quabec are ad
This proximity gives the Central provinces a more favourable location for
selling to the Eastern markets than is enjoyed by some of the American states

which have an exportable surplus, available for domestic consumption, The

St. Lawrence valley, within the natural milk shed of New York and Boston

has lower shipping rates than farmers of the Middle Weost mmst Pay $0 reach

" the seme marketse.

It was felt that increased internal production , on tb.s-basis of
improved méthods, could be sufficient to supply home needs, if the farmer
were not subject to the external competition. The primary consideration’
for the American tariff legislation was to effeét a displacement of Porsign
products in order to allow for an enlargement of the domestic market to a
profitable size, This in turn wounld make way for a greater crop diversification
among agricultural producers. Since the production of milk is the focal
point of tariff consideration, increases wers necessary to equalize rates
with butter thus making impossible the mllification of the tutter rates by .
importing fluid milk at a low rate and.( subssquently converting it into tubtter
and creame

A more recent change in the general situation has been caused by the
highly unpredictable seasonal factors of drought and sandstorm which dépleted
dairy herds beyond the restrictions forecast by the Agriculiural Administration.
These events must be taken into consideration if a true pleture of tariff effecis

on the export of dairy products is to be arrived at.

T
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Milk and Cream as Export Commodities.

Before 1911 the export itrads in milk and cream was comparatively
wnimportants the amaﬁﬁts are not listed separately in the customs returns.
The dutgff?éiklssf t0 1913 was .02 per galldn, and in the latter ysar
the Underwood Tariff removed it completely allowing frese access to the
American market. These favourable conditions caused the export itrade to
increase rapidly. In 1913 7,939 gallons were exported; in 1917 the guantity
had risen to 751,805 gallons. The Emergency Tariff of 1921 returned the duty
of .02 per gallon and it was increased to .02% in 1922. Despite the tariff
there was a steady increase in export with the excsephion 6f the year 1928,
Pre quantity declined then, due to an embargo placed on ths export of milk
btecause to the typhoid epidemic in the Montreal distriet, during March, 1927
to September, 1928, and because ofrthe passage in the United States of the
Lenroot - Tabor Bill establishing striét sanitary regulations,

The real blow to the Canadian jrade in dairy products was the
imposition of the prohibitive rates of the Hawley Smoot TariffAin 1930,
Milk beceme dutiable at .06% per gallon and cream ab +56.6 per gallon.
The effect of these high rates was rendered more severe by coincidence with
the general depression. The decline in revenue from dairy producﬁs meant a
serious restriction of purchasing power in the dairying community, with its
conseqnence répercussions in other branches of the Canadian economy.
Internal competition became intensified, due to theASuplus of milk and cream which
had to be disposed of in the home markets. Large quantities had been shipped to
Hew York from Quebec and south-eastern Ontario as well to Detroit and Michigan. |
The closing of the American market caused the attempted diéposal of these
quantities of milk and cream in Canadian cities, Prices fell disastrously

from the keen competition which ensued.

R O
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At that time, however, the Canadian tariff on btutier was raised, and
shut out large importations of butter from New Zealand (1) with the result
that bubtter prices in Canada advanced from 10 to 12 per pound, at times
ahové the export level. This made it possible to absorb more easily a large
part:of the milk and cream which had been going o the Unlted States. The
folléwing table shows the increase in butter pro&uction in Canada frdm 1931

to 1933 with the amounts produced by Onbario and Quebec, respectivelys

Year, .Production of Canadae Production of Ontario and (Guebec.

{pounds) ' {(pounds)
1931 225,955,246 77,502,407
' 69,653,540
1932 214,002,127 74,689,113
64,889,670
1933 218,532,307 76,125,812
63,594,688

In the recent trade agreement with the United States nb changse
was mads iﬁithe duty on milk, a fact which caused>widespfead disappqingmngx.
among Canadian dairy farmers. ‘

There are special considerations applyingvtg cream as an expord
products The cream imported into the United States has seldom been equivalent
to more than 0.2% of domestic production , tut its valué is great in relation
to its volume, The trade is especially subject to seasonal influences sincs
the greatesi demand is during the summer montha when cream, as a table
delicaéy, and as an ingredient in the prodgction éf ice-cream, is in great
demand, The United States Tariff Commission of 1929 estimated that of the
total cream imported 59% was used in the manufacture of icewcream, 21% as‘
fluid cream and 13% as butter. Canadian cream is exported to Bostop, New York

(L) In 1931 13,794,880 lbs. of butter were imported from New Zealand; in
1933 only 806,947 © ¢ i entered Canada from this sourcs,

B0
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and Philadelphis.

Bafore the war the duty imposed in 1909 was .05 per gallon, The
trade was small and variable. In 1913 the Underwood Tariff remowed the
duty and for three years, 1914 to 1916 inclusive, the trade greatly increased,
due, in part, to war demends, In 1917 exports &eclined abruptly. Afber 1920,
despite the imposition of a duty of 05 per gallon in 1921 and of .20 per
gallon iﬁ 1922, exports increased steadily uwntil 1929, when the duty was
further increased $o 30 pe;'gallon. Between the yeabs 1924 and 1986 there
was an increase in exports from 2,783,866 to 4,120,181 gallons dus %o
a differential of about .25 per gallon between Montreal and New Ybrk.prices;

In 1930 the'duty reached the unprecedented rate of.56.6 per gallone
Export declined rapidly and in 1934 only 21,353 gallons were sent to the
United States. By the trade agreement of Jamuary 1, 19356 the tariff on
cream was reduced from the 19730 high poin‘b‘to +35 per gallon. Guota
regtrictions, limiting the quantity exporited to 1,500,000 galléns
sutomatically limit the bensfits which might otherwise be felt throughout the
entire industry. In actumel fact, the guote is only about one-half the amound
which the United States imported from Canada in 1925; Improvement will
undonbtedly result, however. In the two months followihg'the passags
of the treaty the export of milk showed an increase, and in February

- 70 gallons of cream wers exported, - the first in.manyimonths.

THCTTNE
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Exports of HMilk and Cream from Canada to the United States
from 1911 to 1934 showing the effect of the American tariff rates.

Export of

i
H
i

;
|
!
!
A

\Erior to 1911, the exyport flggres of milk and,_cream,aer_e

‘not listed separately in the Customs returns,

Bxport of :
Milk. Cream. - - -
oo Year, Duty- o{Gallons.) . Dutye . _V.;_(?a%iq%g)m;;é
/677002 er2allon | | , L E
1909 /" J | 05 fwfséa.//on - |
1910 S
/917 78102 i / 323821
1 9/% 7771 596 /74
1913 free 7939 free | . Sz03to
/374 YL /VT S ,W_,/;,azafa?,_._,
195 yonger |y gsAstS L
/9/6 30443/ /oakaago
/917 760305 Ge3lyss i
19/6 114360 S840l
/97 | g,z7775‘. yesiors
/920 /985013 . 795180
/72/'01 /e Ea’.//vﬂ / 5054,/3 Péf/oés*cz_;cz//m/ 2790195
(922025 O w7 394395 .20 [ 411418 -
/923 BN A (X V4 VAN .
/T2 A ,191395 4 ,783%6L.
/9258 3 095272 3 38454,
/726 4 ,598197 Yadssr m
/9] Y 436948 o 9?5?/7 :
/975 3 L2d79¥ R
/%7 I A B 17 V22
1930-06% . . BOITY SB6 . .« 2. 43330
/B /208,478 : ) 12097%
/T3 ez 74y bS8ty
/933, 1S 496 50605
/ I3 1,174 21353
/ﬁﬁéi 35 .




Butser and Cheese as 5xport Commodities.

Babtter and cheese are chiefly produced in Ontario and Quebecs

Estimated produétion (000,000*s 1bz.) of cfeamery butter and factory cheese
in Canada{with amounts produced in Ontario and @Quebec), for the yesars 1900,
1910, 1915 and onward, to 1933, A .

Butter, Cheesge.,
Year. Ontario. @uebec., Canada. Ontario. Quebec, Canada,
1900 7 24 32 131 80 220
1910 13 41 64 136 58 1 199
1916 26 36 83 125 54 183
1915 24 o4 - 82 126 61 192
1917 28 34 87 121 67 C 194
1918 29 36 93 107 ' 62 174
1919 33 37 103 103 58 186
1920 37 41 111 92 52 149
1921 43 48 128 103 54 162
1922 51 57 152 , 02 38 135
1923 54 59 162 99 _ 46 151
1924 60 59 178 104 39 149
1926 b9 49 169 119 . 51 177
1926 62 B0 177 - 119 46 171
1927 - 66 1515 176 96 | 37 138
1928 63 - b2 168 95 45 144
1529 59 53 170 79 35 ‘118
1930 64 60 -185 81 ’ 34 119
1931 77 69 2B B84 25 113
1932 74 64 214 86 , }29 120
1938 78 63 218 gl J25 111

Over one half of the butter and cheese produced anmually in Canadé
(in some years almost the entire amount) originates in the provinces of
Ontario and Quebec. It will be seen frém the above table that the incidence
of tariff increasss affecting the export of these products falls most heavily
on the ceniral area,

Small quantities of butter and cheese have been exported from Canada
v%ér over 100 years, but it was not until the milddle of fhe nineteenth centmry

that regular trade of any importance was established. After 1907 there was

I
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a rapid decline in the exports of butter, until the fiscal year ended March
31, 1913 saw only 828,323 pounds of butter shipped out of the comntry and
for the first time in over 60 yeags, practically no butter was sent to Great
Britain. The actual guantity was 681 péundse This decline in exporsts,
coincident with increased production, can be accounted for by the large
increases in pér capita home consumption owing to the oonditions of prosperity
which prevailed and %o the rapid growth in population.{l)

Prior to 1913 the duty on buiter was .06 perﬁpéund and the export
quantities variede In 1913 the Underwood Tariff raduéed.the rates to .02%
per pound, but the diversion of exports'to.Europa during the war years resulted in
comparatively small amounts being sent ute the United Sﬁates. After the war
the normal re-direction of trade resulted im a dscrease in the amounts sent to the
United Kingdom, and a tremendous increase in the exports to the United States,
In 1920 a peak amount of 10,695,311 pounds were shipped southward. Part of the
increase was due to advantages in value because of the average discomnt of some
5% on Canadian exchange.

In 1931 the duty waé raised to .06 per pound and in 1922 to . 08 per
pound. There followed a steady decline of exporits, the imposition in 1926 of a
+12 per pound duty accelerating the downward trend. The amounts sent, however,
were still large compared to exporis after 1930. The years 1913 to 1926 were

the best ones in the butter export trade. It was due in part; despite tariff

| restrictions, to the bvorder demand for the high gquality, Governmenit-graded
Canadian btutter., In 1927 the amount exporited greatly declined. The high
rates on butter, that is .12 per pound, increased the export of milk and creoam.
The fact that milk and cream were converted into butter and cheess after
importation was a major consideration in arousing the demand for a higher tariff

(1) The population of Guebec increased from 1,488,000 in 1891 $o0 2,003,232
in 1911, '



on liquid imports, in 1929; it was the only to make the butter rate effaective.
In 1930 the Hawley Smoot tariff imposed a .14 cent rate on btutter
and the small quantity exported in 1933, 34,500 pounds, tells its own story.

The new rates were imposed to equalize costs of production with the principal

competing countries, Demmark, Canada, New zealand and Australia.{l) Batter is one .

of the primary bases of all dairy tariffs. Producbion was increasing rapidly
in competing countries, and the increased amounts being put on the market, by
lowering world prices, seriously jeopardized tutter prices in the United States.
Po counteract the world situation, the United States increased theilr rates of
datye

Another reason for discouraging foreign importations into the United
States arose from the effect imports had on the prices of domestic storage
supplies., Large quantities of tubtter produced in the United States must be
stored during the flush produciion stage. This season begins on the West coast
about March 15, {Mayl, in the ceatral wes%) continuing until August 15 or
September 1. During the dorage season tﬁefe is no importatioﬁ from the
southern hemisphere because it is their %intar and low pro&uctioﬁ season. 3But a |
storer of butter must keep in mind that withdrawals coincide with high production
low cosi periods in the sSouth and he must face competition im the high cost
'peridd from that direction. "Elimination of foreign imports during the withdrawal
géason, October to lMay, was necessary to improve prices during the étorage S8830he
This argument applies in relation to New zealand and Australia rather than to
Canada, but since the duty affecied Uanadian export, it is pertinent to the
discussione. |

In summary, the effect of the recent tariff increases has been to
greatly decrease butier exports to the United States, to increase home consumption

{1) Comparing the cost of production of butter{ including costs of transportation
t0 New TYork Clty) for 1923 and 1924. '

Denmark - 41,11 per pound.
United sStates 56,03 v n

T



aided by the withdrawmd of quantities of New sealand butter, and {0 inorease exports

to Great Britain.

Until 1926 Canada's exports of butter to the United States were more
significant than exports of‘cheeseg It is true that Uanada was an important
exporter of cheese ut it was of a variety produced within the United states and
consequently trade was carried on mainly with the border'pqints. There were
four types of cheese imported into the United States.

1. smerican or cheddar cheese, By far the largesi output of
American cheese is the cheddar type. The principal souree of competition

is Canadag

2. ©Swiss or Hmmenthaler. The United States produces one half of the
amount anpually consumed. ‘'fhe chief source of competition is Switzerland.

. 3+ Other foreign cheese and process cheese. These are speciality
products originating mainly in Italy, France aand Greece..

: 4. Conmpounds, mixturés and cheese substitubtes. ‘‘hese merchanii zed
food preoducts have developed rapidly in the last iew years. . ’

From 1900 to 1926 the duiy varied, tut the same_geﬁeral range of
tax prevailed.s During the war the disrupiion which diverbed quantities of
tatter to other markets applied equally to cheese, Smell gquantities were
exported to the United States, In 1920 the largest aénunt, up fe that date,
6,031,404 pounds was shipped souﬁhward. After that peak, production in Csnada
declined from 162,117,494 pounds in 1921 to 136,821,116 pounds in 1922 and
there was & consequent decline in exports; Production rose again during
the peried, 1523 to-1926, but the export fignres do not reflect the increase,
The specific duty of .05 per pound, imposed in 1922 and.coﬁtinuing until 1927,
is accountable for some of the lag.

The reasons for a prphibition of Canadian cheese were, in the first
place, the harmful effect of foréign market conditions upon internal American
prices. The United States Depaptment of Agriculture in a cheese report of

November 8, 1927 comments:

o B A
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"Undoubtedly a considerable part of the weakness (of the domestic
market) was due to the Canadian situation....The recent weakness and

decline at Canadian points permitted dealers using large dyles (i.e. cheddar
cheese) to supply their needs at below domestic costs and undoubtedly the cheese
board declines on November & is @ -reflection of this condition.”

In effect, the United States domestic producers were salling in
a market not determined by domestic costs of production, but rather in
one whose domestic prices reflected the conditions in Canada.

In the second place, Canadian cheese competes directly with American
large styles, and indirectly with smaller styles. Canads produces cheese
not only in excess of inﬁernal comsumption, but to a greaéer extent than can
be absorbed by the English and Continentsl markets.

Finally, imports of cheese into the United States create a surplus
condition. In 1929 storage holdings in the United States were very high.
In Jammary there were 68,297,000 pounds of sﬁrplus cheese, the largest amoun#
ever held in storage. It constitubed a source of dismay to cheese producers;
any additional supply b& importation would create an unnécessary’crisis, and.
tha-duty was raised as a safeguard against that possibility. ItAwas pointed -
out that wi%h even a slightly favourable price differantial inithe Uhitedrstafes
the duty operative before 1930 permitted enough Canadian cheese to be imporied to
produce & surplus on the domestic market. The recent’ trade agreement has
again lowered the duty %o its former rate, fhat is , 408 per pound, and
the concession will probably;mean siightly increased exports to the United States,

In conclusion, trade in dairy products is international aﬁi priceé
are determined by the laws of supply and demand in the world market., World
wide production meeans that if a country wishes to control prices in its
domestic market, recourse must be made to prohibitive tariff rates which

will be effective in establishing and “protecting”, in the strictest semse of the

T |
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word, the internal price by making'it independent of the ebb and flow of
world supplies, and world market conditions.

| The real advantages of the United States for vanada exisis when
the prices are higher than Canadian prices. That has not been generally
true of conditions;, but at times auring the past few ysars the buiter
price level of Hew York has been as much as 10 per p?und higher than the
price in Toronto. 1If the Uhited states were to open her markeis to
Canadian butter the'price wonld drop slightly but Canadian producers would
receive several ceunj$s per pound more than they are now getting, and an
important revenus added to the dairy industry. Unfortuneately the $rade
agreement of Januwary 1, 1936 made no concessions on butter, a source of

aisappointmenﬁ to the producers of Onbario and uebec.

P00 0O LO
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Exports of Batter and Cheese from Canada to the United states and to the
United Kingdom, showing the effect of the United states tariff on. export.

Bﬁa‘u‘ter. i*-b:pofté o

- Cheese Exports

, To U.S.A. To U.E. To U.S.A.  To U.Ke
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LIVESTOCK s Catile, Sheep and Swins.

The raising of livestock in Canada dates back to the earliest days
of the colony when Champlain (1) imporﬁed cattle, probably originating in
Normendy, to play their part in the building of the new world, In 1636
there were cows and oxsh in Gusbec; ard shsep; of a mall, hardy.type, were
_imported from Brittany. The léter importationss since 1886 established the
tTue breed of French Canadian g&ttlee There are five,.QQW'familiar, breeds
which appearedlhetwegﬁ 1830 and 1891, némely,‘Aysshires 6r Short=horns,

Galloways or Herefords, Jerseys, Guernseys and Holsteina.

Aftér the original importation of'sheép ne new breed entered unitil.

abous 1790. Then; crosse-bred animals of various breeds were brought in by
American immigrants between 1790 and 1805. By about 1880 pure Merinos, Lei-
cesters and South Downs were imporied from Ontario to the Honbreal district
and after 1854 came the coiswolds, in 1880 the Shropéhires; and later on thé

Oxfords and the Liéncolns.

Oneiof the safeguards of Canadian agriculbture is the production of

livestock, The natural advantages of a favourable climate and adeguaie
pasture lands have made the industry important to the economy of the Western
and Central provineces, Since 1871 the livestock population has stsadily

increased.{2) The numbers of cattle and swine have shown a progressive

upward trend but the raising of sheep has been subject to marked fluctuations.

In 187) thers were 3,155,507 sheep, but for many years the numbers declined,
increasing at last fto reach a maximum in 1920 of 35,720,783 head. The
(1) Champlain, in his book of travels published in 1613, includes a map of

Guebec, indicating a place where fodder for cattle had been collected.
(2)Canada Year Book, 1933.

1 ¢



—21-‘ ' -

precipitate interest in the consumption of meat during the GreatVWar, in
part, caused the growth of livestock mumbers throughout the world. In Canada
the increase has not only been in ﬁumbers but in the improvement in ﬁreeding
stocke Virulent animal diseases, which wreak havoc ox the prosperity of
Buropean cattlew~raisers, have nevér gained a foot-nold in Canada. In the
1931 League of Netlons report on the agricultural gituation, livestock is
classed as the branch of agriculture which has least cauée for complaint dus
to depression conditions. (1) _

The agricuLturalﬁprosperity of Omtario énd Gmebec are closely
connecied with the livestock indusiry. In 1930 over one-half qf jhe
estimated livestock wealth of Canada wés'in Ontar;o and Quebes; by 1933
the proportion had fallen slighily to almnst'exactly one-half of the total,
Cattle, ) ‘

From~1871 to 1920 approximatalf, Ontario and-Qnebac suppled a larger
percentage of the total cattle production of Canada than they have since the
development of the Western proviances. Since 1921, Gantario and Guebec have
maintained a fairly.steady ratio of about one~half 6frthe total production.
¥hile it is impossible to calculate the number of cattle which the Central
provinces contribute to export , the relation  of the provimcial production
to the total, justifies the statement +thai this area is vitally affected by advers
tariff legislation. |

The chief export markets for Canadian livestock are the United States
and the Unitdl Kingdom. The geographical advantages of & near market are mors

pertinent to the livestock industry than to any other branch of agricultural
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activity. Zase and quickmess of transportation and low freight rates, makes
the United States an attractive narket for expor{ surpluses. Yet, in spite

of th;s natural outlebt, export trade in livestock has changed its route

in response to tariff legislation and price changes. In 1867 the tckl exports

of cattle were 47,809 head valuned at $1,190,799 and ali were sold in the

-

Uni
§18,981,479 of which 12,432,954 came from the United Kingdom, and only
$5,338,737 of the revénua came from the United States;

A brief survey of ths cattle industry of the United States and the
United Kingdom is necessary in order to appreciate the signifiéanee cf these
expor:t movements and, particularly in relation to the United States, in
order %o understand the motives behind adverse tariff action.

Cattle raising in the United States faces competition from two
sources, Canada aad Hexico.{l) In 1929 it was stated before the United States
Tariff Commission thaﬁ elevén Weétern range states, whers 95% of the feedsrs
are raised, could not produce them under present gesté and iﬁ competition with
Canadien and Mexican cattle. As a result of a study covering four years it
was revealed that ranches had failed to earn any return on thei: net invesiment
in the cattle business as a whols, for the four years, 1922 to 1935. Each
year operators of ranches had to make shift with less help in order to live
within their incomes, These were advanced as valld reasons for an increase of
daty.

The &merican producefs also demanded protection for their puredbred
industry, which involves large cepital investment. .Before 1929 the importation
of inferior pure bred stock was encouraged because of the duty free provision .
It amounted &0 & dumping of inférior animals, thereby tending to pull down the

anmal averaged increased production per cow, American produced cabttle were

(1) sihce 1927 live cattle from south america have been debarred becaunse of
the prevalence of foot and mouth diseass among them.
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compelled to compete for their own market against foreign cattle produced
on a8 cheaper basis in Canada.

In sumnary, they felt that bariff increases on cattle were necessary
because beéf cattle inventories were still declining as a resulit of forced
liguidation, during the period lQél to 1926, following the over—expansion -
of the war years;(l) range herds éould only be rebuilﬁ and improved in quality
if free from foreign competition; adequate protection would tend to stabilize
prices for coasumers and producers; costs of produection, which had increasing
due to greater costs of range, feed,labour, and tax items, would be lowered;
and finally, it was felt, that she United states should be self-supporting in
her beef catftle production as a matter of nﬁtional policy and necessity.

In Great Britain like sepﬁiments in'a modified form were being
translated into effective blows at the export trade which Canada was slowly
mt surely buildihg up in that market. The attempts of the British Minister
of Agriculture 10 find a renﬁmerative level of prices fbr domestic producers
attained concretgzig quota barriers. In 1930 Great Britain's dependsnce on
meat imports was too great $o submit té an imponitioﬁ of du%igs. Now, however,
étock raisers had +the tide turned in their favour by’Goverﬁmental'éct;ons
regarding the imposition of import quotas, the development of marketing schemes,
and the granting of cattie subsidies. At the Oﬁtéwa Cﬁnferencé the British -
delegetes limited foreign imports of meat, taking 1931-1932 am & base year end
the imports of that period as the quota. The Dominions were guaranﬁeed fres
entry for meats till June 1934 and for daify ahd pouliry produce until 1935.

A discussion with the'Dominions "o find some system of reducing meat imports inte
the Unifted Kingdom which would be accepted voluntarily" was fruitless., In

(1) In 1922 the besf cattle pepulation of the United S%ateswas 34,800,006
head; by 1925 forced liquidation bhad reduced the mumbers to 27,200,000 head.
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Exports of Cattle from Canada to the United States and to the United Kingdom
showing the effect of the imerican rates, from 1890 to 1934,
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April, 1934 the British Govermment subsidized native stock-raisers to the -
extent of 3,000,000 pounds for six months. Since then the British Govermment
have voted to contimue the cattle smbsidies which expired on september 1, 1934.
The temporary arrangements for meat imports from the Dominions, é limit set to
not less than the average for the corresponding quartér of the previous
three years, meant a curtailment of Canadian exporis to abous 50,000 head of
cattls. In July, 1934 the Secretary of the wesftern Canada sStock Growers
Association stated that the British ﬁlan to regulats caﬁtle imports was
a grievous blow to the cattle indusiry of Wesbern Canada, and $he blow falls
with proportional severity upon thé lesser cattle faising seciiong of Ontario
and uebec, |

With these general conditions in mind the statistics of export
of cattle to the United Kingdom and to the United States since 1890
become more significant.' Prior to 1912 the volume of cattle exported %as
irregular; on the whole, greater numbers were exported to Great Britain then fo
the United States. Shimments of live cattle to the ﬁnited Kingdom began. in
the 1870°s. In 1871 there was no trade, but by 1890 66,965 head went %o
Great Britain. In 1892 there was a temporary set-back because of the British
embargo requiring slaughter at the point of entry. After 1906 exports to the
United Kingdom declined, and increased numbers were sent to the United States.
From 1909 to 1912 export to the United States declined owing to expanding
domestic produciion and favourable market in the United Kingdom,

In 1913, however, the Underwood Tariff removedithe American duties
and from then until 1920 exuorts to the United States increased rapidly.
For several years, practically no cattle were sent to the United Kingdom.

During the war years larger amounts were needed to satisfy'ahnormél demande,
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end the cattle population of both Canada and the United States increased
rapidly. The gﬁeatest movenment took place in the post-war years, 1918 to

1920, inclusive, before the imposition of the Fordney McCumber Tariff in

1922, :After 1922 the export figures show a deéided decrease and én increase

in Canadian cattle sent overseas. British restrictions on cattle impers fequir-
ing slaughter at the point of entry, had been relaxed énd the increase in 1925

was due to added ease of ingress into the Britlsh market as well as %o

In 1926 prices rose in the United States sufficiently to atiract
Canadian cattle trade. There resulted a decline in overseas exports and,
as during 1913 to 1920, exportslto the United Xingdom siopped entirely.
Many other factors, however, entered into this ;e-direetion of export trade.
Although Great Britain had seemed to offer a promising oﬁtlet for Canadién
cattle, internsal difficultiss seriously restricted genaral parchasing éower; and
the low prices ruling in that market made it unatiractive to Canadian
producers. Price levels were depressed by a coal strike affecting the wages ;f
a large group of the comsuming public, coupled at the same time, with a
prevalence of hoof and mouth disease among feeder which had a devastating
affect on the prices of fresh meat.

In 1929 two reason became operative in lessening cattle exporis %o
the United.states: és domestic production incrsased the atiractive prices
fell to unattractive levels and the exorbitant duties, of the Hawley Smoot
Pariff were'imposéd in response to the demands of the American cattle producers.v
Canadian exports moved again to Great Britain and aided by a British penalty
on Irish cattle, Canada secured an outlat which enabled her to dispose of some of
her surplus. This aligmment of the cattle trade contimed, with minoxr

fluctuations, wntil early in the year 1935.
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Exports of Cattle from Canada to Great Brimin and the United States, 1925-1932.

Year. To Great Britain. To the United States.
1925 110,868 86,748
19286 79,9856 92,962
1927 8,263 204,336
1928 : 166,496
1929 160,103
1930 ) 5,400 : 19,483
1931 27,148 9,159

1932 16,568 9,010

A glance at the above figures of exports before and quring the years
when the tariff barriers ereeted by the Unifed States besame such a militating
factor against Canadisn export trade serve to illustrate one point. That 1s,

that when the American market became closed to Canadisn cattle, even after a

two year period in which there hed been no overseas trade, the United gin@om markeh: ;

was shown to be capable of expansion for Canadian products and felatively willing
to accept them. New developments,however, are taking place i‘apidly dus |
mainly Lo a protective agricultural policy. In recent yeats more than one-

half a shipment of 44 breeding cows, young Hoisteins from Ontario farms,

and Government inspected at Hon’sreal,' wers declarecl unfit and 53 rejected and
ordered slaughtered. Nobonly must shippers contend with these rigid regulations
but also with the resumption of Irish cattle exports. ‘

In 1935, for the fi;rst.time since 1930, Canadian shipments of cattls
moved into the United States market. During the months, Jamumary, February, ]
and March of 1935, 1400 head of pure-bred Holstein cattle were shipped and ontario
producers felt the benefit of an opening market. The demand for Canadian Holsteins
because they are éble to meet health 'requirementsg‘has nearly trebled in New York

State, Pennsylvania, Massachussetts, and Vermont and is stesadily increasing.
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The importance of milk in the diet has helped to enlarge the demand for this
type of cattle.

The reasons for this trade despite the contimued high tariff rates
gare the decline in mumbers and consequent high prices caused by the unforasesable
drought, coupled with the United States Goverrment golicy of arbitrary rsstrictipn
achieved by slaughtering cstile in the dried out areas. It i3 estimated
March 1935, Baffalo
prices of .13 per pound for livestock were about twice the price for the same
grade at Toronto. This enabled Canadian producers to pay the duty of .04 per
pound and'still make a greater profit than would have been realized from selling
the cattle on the home market. In April 1935 there wefe no Canadian cattle
on the United Kingdom market, alfhough the demand for Jrish store cattile
was strong. »

The good recephtion given Canadisn catile in the Unifed States indicates
that there is yrcbably a market for dressed meats and the favourable beginning
to 1936 has been a source of o@timism to produeers.. On Jammary 1, an agresment
came into.force between Canada and the : .. .United States wﬁich settled, for s
few years, at least, the directién of the bulk of Canadian livestock exports.

The prohibitive Hawley Smoot tariff was reduced on certain Sypes of cattle.
Reductions in duty renged from 33 1/3% to 50% on 1ive cattle falling within two
different weight ranges, and on dairy cows. The weights excluded from the
agreement are those of which Canada is not the chiéf supplier. The interests
of the American raisers are protected by the quota provisions. These tariff
quotas are aggregate quantifies and apply to imports from all coyntries. But
no other country can ship calves under 175 pounds or dairy cows to the United
States, while, with respect to cattle weighing 700 pounds or over, including

milch cows, Canada supplied 656,781 head out of a total of 59,648 head, in
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the first nine months of 1935. Since, according to Article II of the agreement,
guotas will be allocated to supplying countries on the basis of a representative
period, Canada is assured of around 95% of the cattle tariff quota, and even
the freer admission of such a minute fraction of American domestic slaumghlber

ﬁill be important to Canadian producers. The resultant average saving in

duty is estimated at around $9.00 per head of catile.

Conclusion.

Canada needs an export outlet for her cattle. Cabttle preducing
is a long term business, and it means bankruptcy for stock raisers, if,
at the peak of their production, the expoxrt outlet is biésed; It 1s also
necgssary to avold congestion in the different livestock areas in Cansda.

Far example, during 1934 cattle were shipped from thé West to the eastern
markets, as a direct result of the closed American market, the cattle of
Ontario and @nabec weﬁe forced o compete with the westerﬁ eipértable

surplus of about 200,000 cattle.(l) The American tariff affected the central
provinces with double force. '

It is true that the United States is Canada®s natural outlet for
surplus catitle, but it is impossible to dismiss the péobiem tbus lightly,.
Detailed study of the history of Canadian export bmade in livestock, indicates
possible alternatives to natural catastrophes. while the principal of the
'"natural market® including, as it does, the factors of ease of shipment,
sympathetic priée levels, and close monetary inter-relations is a very important
basis on which to calculate export trade mneverthelsss the barriers to further

{1)Shipments of western to the Eastern provinces for 48 weeks of 1934 Sompare
with the same period of 1933 as fol%gza.

1933
Faed lots 15,455 13,288
Stock yards 50,652 47,779
Packers 44,750 22,807

110,766 8,874




development of an overseas market are neither insurmountable nor out of liﬁe
with future predictions of Canadian prosperity. In the absencs éf thé most
desirable expedient it 1s necessary to co-relate éxisting circumstances to the next
best ;lternative in such a way as shall be productive of the maximum good
in terms of markei sxpansion, and a reasonable profit for the producers.
It is true that the aliernative df an overseas market or markets is a decidedly
second best one, nevertheless incresasing facilities of transport and re-
frigeration render the most obvious difficélties of comparative inaignificancel
as contrasted with the 1929 - 1936 Americen tariff barriers, For example,
aﬁ increase in bacon exports would undoubtedly réliave ﬁhe oatﬁle-situatian
in Eastern Canada. The Britigh,market is open to Canadian bacon, where
competition must be met on the basis of quality, and consistently maintained
quantity.

The problem before cattle producers is a clea: evaluation of fhe
advantages to be obtained in the "natural though capricious American market
as contrasted with a permanent pléce in tﬁe British market which could be
built up by better organization of export trade,{l) and conceniration on
high standérds in quality. It must noet be forgoétén that the high prices
which made the American markét attractive in recent years were therresult of
seasonal factors, and unlikely to contimme. Although the British agricultural
policy limits the extent of the market which can, at the present time, be built
up, the long run value of a smaller sieady markes$ might qutweight the advantages
of a sghort, large one. Ths situation cannot be forecast beyond a possible
{1) Local boards, under the Dominion Marketing Board, should be sei up to
control the marketing for export of beef and dairy cattle fromt the provinces,
regulate the quality and grade and prohibit export without a permit.

Such regulation would help to eliminate unnecessarily high costs of production
caused by overlapping in the ppocess of marketing.
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develomment of an overseas market are neither insurmountable nor out of line
with futurs predictions of Canadiaen prosperity. In the absence of the most
desirable expedient it is necessary to cO-rslate éxisting circumstances to thé
next best alternative in such a way as shall be productive of the maxiﬁpm gdod
in terms of market expsnsion, and a reasonable profit for the producers.

It is true that the altermatlve of an overseas market or markets is a decidedly
second best one, nevertheless increasing facilities of tranéport and re-
frigeration render the most obvious difficulties of comparative insignificance
as contrasted with the 1929 - 1936 American bariff barriers. For example,
an increase in bacon exports would undoubtedly reliesve the catéle altuation |
in Eastern Canada. The British market is copen to (anadian bacon, wherse
competition mast be met on the basis of quality, and ocnsistently maintained
guantitye.

The solution to the problem before catile producers liss in a. clear
evaluation of the advantages to be obtained in the "matural® though ecapriciouns
American market as conirasted with a perménenx plac; in tha-B;itish markét. Such
a place could be built up by better organization of export ffade,(l) and concenw
tration on high standards in quality. It must not be forgotten that the high
prices which made the American marke% aﬁtractive in recent years weée ﬁhe resuld
of seasonal facHors, and unlikely to conbtinue. though the British agricultural
policy limits the extent of the market wh;ch can; at the presént time, be built
up, th long run value of a smaller, steddy market might outweigh the advantagss
of a short, large one. The situation camnot be forecdst beyong a possible
speculation as to the length of time the present agreement with the United States
may be expected to last, and in this realm of prophecy, any producer’s guess is
as good as any-other.

(1) Local boards, under the Dominion Marketing Board, should be set up to control
the marketing for export of beef and dairy cattle from the provinces, regulate the

guality and grade and prohibit export without a permit, Such regulation would

help to eliminate unnecessarily high costs of production caused by overlapping in
the process of markebting.
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Swine.

In 1871 Ontario and Quebec raised almost the total mumber of swine
in Canada, and since then have mainxained a fairly constant production which is
about one-half of the total Canadian production. Ontario is a greater producer
than quebece.

Exports of swine to the United sStates have been of the border variety;
efficient production is carried on in that country, and Canadian exports are,
therefore, of a very irregular nature. Until 1925 they were insigificand, but
after that year higher prices in the Uniﬁed States attrécted impoxrts from the
Dominion, reabhing‘in 1927 of 173,072 hsad.

The Ottawa agreements with the United Kingdom brought aboud a
transformation in the hog industry in Canada. Tﬁere is an annual surplus
production of hogs of approximately 1,000,000 and by the agreement, Canada
secured an outlet for thnis éurplus. During 1934 there was shipped to Grest
Britain the product of just under 1,000,060 hogs; by the guota agreement Canada
is allowed to ship the product éf 2,500,000:hogs. During 1934 hog pricea weare
active and tuoyant for the benefit of the United Kingdom market lies in
the high prices at which the Canadian surplus is %aken. The poliey of the Britiéh
Govermment of makiné pig raising a profitable business for the British farmer,
has bolstersd prices to a profitable level for the Cansdian exporter. The
price was maintained by cutting down imports of bvacon from other éouﬁtries on.the
quota policy. The average price paid for bacon hogs throughout Canada in 1933
was 37,88 éerrlOO pounds f.0.b., Ontario counbry points. Had it not beeh for the
the British policy the price would probably have been about the same as during

1932, that is , appreximatély $419 per 100 pounds,
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In 1930 the Hawley Smoot Tariff increased the dubty on hogs exporited to

the United States from .O% t0.,.02 éer pound. This deprived the trade of whab
little impetus it had and in 1933 only 1,662 swine wera sent %o the United States.
The United States advanced the tariff to restrict the deyelopnent‘cf

competition from two potential sources, Canada and Mexico. Both countries wers
concentrating on expansion of the industry; in particular, Cénada wag improviag
her breeding of swine, to face Danish, Dutch and Swedish cémpetition in ﬁhe
British market. Incresased &utiés on p@ﬁk were scheduled in order to equalize
price differenceslin the United States and competing countries. It was pointed
out that if the rate oﬁ live hogs were not raised it would encourégs imports for
slaughber, to evade ths duty. |

Bacon, ‘as an export commodity.

The hog industry, while it has contimed to grow is nobt yeb sufficient
to take care of the needs of both domestic and export ﬁarkets. In 1930
exports of bacon (o Great Britain were no greater than 37 years ﬁefcra. From
1893 to 1900 there was a rapid rise in bacon exporﬁs? which, in 1900, became
a recession, increasing again be%éeen 1901 and 1904 and steadily decreasing from
1904 to0 1914 uniil exporits were almost to the 1893 level. |
Daring the‘years, 1914 to 1918, the snormous war time demands caused
exports to increase but they have since moved in a rapid downward trend. In 1929
our exports to the United States were almost balanced by our imports,to iikustrate
the fact that Canadian hog producers are producing juét enongh for the domestic
market. 'The situation which prevailed in Canada in 1929 - 1930 was characterized
by a shortage of hog products on the home markets and the resultant high prices.
The trade in bacon with Great Britain suffered as a result of these cipcumstances.
In 1930 after the passage of the Hawley Smoo% tariff there was a

shortage of supply which made the pork industry a difficult one in view of the
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high prices of hogs and the markedly reduced buylng power of the American

people. Export to the United States was reduced to small quantities. lbreover,

due to a marked increase in her production and export, in 1930 Demmark became
Canada's chief competitor in the bacon trade in Great Britain,

Sunmary and Conclusien.

The export trade in swine is insignificant. There 1s always the
possibility that rising live hog prices might make it possible for the
Canadian producers to export to the United States, with a reasonables profit.
However, the rise in price is due to the same seasonable factors which |
initiated the recent demand for cattle; in Angust and September, 1933 more
than 6,000,000 pigs and sows were slaughtered and liquidation of swine since

then has reduced the supply to a very low point.

The export trade in meat products to the United States is insignificant

compared with drade to Great Britain., In the long run; it is probadbly best
to base exports calculations on the permanence of the British. ZFmphasis on
grading, and efficiency of production are necessary if Canada is to meet

foreign competition in ths overseas markeis.



Exports of Bacon, Matton and Lamb from Canada to United states and to

the United Kingdom.
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Sheepo

Ontario and Quebec produce more than one half of the total number
of shéep raised in Canada. |

¥rom 1871 %o 1907 expofts to the Unitéd states were relatively
unrestrict;d by tariff barriers, and rglatively large numbers went to that
market; since then the trade has declined considerably. In 1925 high prices
in the United States caused an increase ln the export of iive sheep énd lambs;‘
shimments totalled 38,612 head. The nexi year, 19026, ﬁas a slump year and
only 20,437 head were sold in American markets. During this year exporiss of
mutton and lamb decreased to 1,274,000 pounds from the 1925 quantity of 2,640,000,
pounds. HMoreover, in 1925 Canada exported approximately 300,000 pounds of
mtion and lamb to the United Kingdom-and in 1926 exports of these prsducté
had ceased entirely. This is probabi& an explanation of the lower prices
which were the order of the day in the domestic market for sheep and lambs.

In 1927 there was an inerease in valus, althauéh a decrease in the
rmumbers of sheep moved into the United States over the 1926 total. In 1927
18,566 head, valued at $249,295 amounted %o 1,861 head leas than the>previous
yéar, but the revemie exceedad thét of 1926 by $49,513. The shorter volume
of livestock was made up in the increased value.of exports of mutton and lamb.

In 1928 -« 1929 there was an decrease o 11,506 head.and 11,143
head respéctively. guantities of mutton and lambs were sharply reduced,
At the pame time Canadian Imports increased, mostly from Australia, resulting
in an increase of imports over exports_of'almest 4,000,000 pounds. In 1930
the American tariff was raigsed from $2.00 to $3.00 per head. Thils hsavy
increase stopped export movement andin addition, low price levels‘for wool
were 8 dead welght on the industry; business was almost enbtirely confined to the

home market. More than that, Canada became an importing countiry and sold only
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2,876 head and 241,500 pounds of matton and lamb to outside markets. #Hanada's
imports totalled 4,411,711l pounds of mubtion and lamb, imported from various sources
In 1981 sheep exports farther decreased but imports of mmitton and lamb were
down alse to 1,189,000 lbs. and exports were up slightly. In 1932 ths expo;t
trade was negligible but importsAhad been restricted almost to the vanishing
point. |
The tariff investigation of 19?9 in the United States, responsible fow

the higher duties on sheep, showed that imports had not been of any considerable
importance during recent years, but an increase in the duty wes urged in case
such larger importations‘resulted from an.exportable surplus in sheep
producing countries. It was this Ypotential® competition from Canads and
Jexico which was the main reason for the incréase, although tariff demands

also came ffom the shéep-producing aresas in the mountainous grazing distriets
from Western Texas, north to the border and the wesitern slope of the Rocky -
Hountains., The sheep raising indusiry is an importaﬁm one in the United States

representing an invesiment of approximately $354,000,000.{1)

The most conclusive proof of the adverse effects of the American tariff legislation

on the livestock industry of Ontaric aund Guebec isbfound in the decrease _

in the reveme of the two provinces from this source. In 1931 revemue from
Ontario's farm animals was $33,486,000 which declined in 1932 to $23,222,000.
In Quebec revemues in 1931 were $19,729,000; in 1932 toital revemues were
813,314,000, The Hawley Smoot Tariff effectively blocked export in livestock
and better coﬁditions in the industry, are to a large extent, dependent on
the recephiveness of the United Sta#es markets.

(1)Estimated by the United States Census of Agriculture for 1925.
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Exports of Sheep and Swine from Canada to the United States and to Great Britain...
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GRAINS: Barley, Oats and Flaxseed.

Barley.
The most important use for barley is as a feed grain for l;vestook.
In Canada the kmowledge gained from feeding tests which proved conclusively thst
barley is the best substitute for corn as a feed for fattening animals, will
demand among gfvﬂﬂtnﬂk prodneers
in the malting industry which requires the attainment of a certain standard
before the grain cen be used. The six-rowed varlety praduced in Canada,
particularly in Ontario and Onebec, is superior fof this purpose. Barlsy malb
iz , in turn, a product with a mamber of uses which makes 1t commerlcally
valuable. I% is ugeful in the brewing and‘distilling industries, as a flayouring
material, in the manufacture of yeast, and in the preparation of a wide range
on consumers goods such as soups énd medicinal products. In addition, rolled
barley is used as a breakfast cereal, . |
Barley ig the third most imporitant cereal crop produced in Cansda,
only exceeded in qaanxitj by wheat and oata. Since 1910 there have—beed twe
major periods of expansion. From 1910 %o 1919 barley acresge increased from
1,286,611 to 2,645,509 acres; during 1914 to 1919 Sarley acreage increased
to donble the former area fo supply war time needs. There followed a
reactionary decrease-which becamé an expansion again ia 1920, and from 1920 %o

1929 barley acreage doubled again. In 1929, 5,926,0Q0 acres were sown as

compared with 2,551,119 acres in 1920, There followed a sharp decrease and during

1930 to 1931 the area sown decreased by over 2,000,000 acres.
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The production of barley in Orne¥ic used to be of greater relative
nnportance-than at the present time. A study of cereal statiatics‘in Ontario
prior to 1890 shows that barley was a considerably larger crop than at any time
" since . In 1888 Ontario produced 23,366,569 bushels of barley and in 1889
the crop was estimated at 23,386,388 bushels, Iﬁ 1890, however, production
decreased sharply to 15,600,169 bushels and from 1893 to 1899 averaged only
about 12 million bushels.

The barley industry has been relatively stable in Ontario and Quebece
The 1932 acreage in Quebec was Jjust under the 1910 acreasge and in Ontario
the 1932 area sown was 50,000 acres lower than the 1910 total. Acreage
statistics show, however, that demand for cereals during the war produced
expansion in both provinces. Barley acrsage in Quebec reached iis maximum in
1919 when 234,000 acres wers. sown. Since that time the area has steadily
declined to about the preewar level. Iich the same course of development is sesn
in the case of Ontario, when berley acreage increased sharpl& in 1918 and 1919.
Fbilowing a gradual contraction in acreage in ensuing years, the area sown in
Ontario increased in the period, 1926 to 1929 when the post war high poinﬁ was
'reached. In the last three ysars acreage has again decreased in Ontarioc. In
general,.however, the indusiry has been relatively s8table in eastern Canadé
reflecting the n&tﬁre of the demand for barley in tndustry and in livestock
production.

Canada and the United States have a barley acraage in 1932 of 16,971,000
acres; this is a Ilttle more than one half of the Enropean acreage, (anada has
& total of 3,758,000 acres of the North American acreage, as compared with

13,213,000 acres in the United Stataes.
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There was a steady expori trade with the Unite@ States of considerable
proportions, from 1868 to 1890, The barley grown in Ontario and Cuebec was
found to be especially suited to the American needs and they purchased large
amounts anmally. For the fiscal year ending April 1, 1890, exports of
this gr;in amountad-to about 10 million tushels. In the following year exports
dropped sharply to 4.8 million bushels and in snccéeding yeara the trade
declined to insignificant proporiions.

vThe position of the Ontario bsrley industry was definitely affected
by the American tariff of 1890. Under the duty imposed in 1883 Caga&a
had shipped barley subject to a duty of only .10 per bushel, 1In 1890
the fariff was increased to .30 per bushel and this imporitant increase in
daty practically stopped the importation of Canadian barlsy in to %the
United States.

Exports then moved %o the British merkst bubt the American tariff
was followed by decreased production and ths loss wa§ still.greater than the
gain in overseas trade. During the war and post war years, production having -
rapidly in¢reaged, an»export peak was reached in 1928 - 1929 of 49,147,702 tushels.
In the %welve years from 1920 to 1932 about 24% of Canada's ammual paodﬁction of
barley went into the export trade. ‘

In 1931 the United sStates imported from Canada nearly 7% of the
domestic consumption. It was mostly taken in at New York and Chicago from
Toronto and winnipeg. Since this increase took place under a tariff,
unchanged since 1921, of .20 per bushel of 48 pounds, the gain must be interﬁreted
as an increase in demand, owing probably to the growing use of malf{-gyrups and |
extracts. The 1933 gain in exports was barley entering as mali, JMoreovsr, a

factor which has been operative in accelerating the export of barléy is the
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reduction of the United States production due to'the.drought. The four feed
grains, corn,oats, barley and sorghum, together turned out ons half & crop in -
l935,ithat is, 50,000,000 tons as compared with average tﬁtals of 100,000,000 tons,

: During the period 1927 to 1931 the average annual exports of Canadian bax

ley to the United Kingdom were &bout 16,000,000 bushels while the total exports
to all countries averaged about 23,000,000 bushels, The United Kingdom
absorbed over half of all Cana&a's barley exports and the balance went to
Continental Europeen couniries with the excepition of small amounts exported 5o the
United States. OF the Haropean countries Gefmany is Canada's largest barley
market., Here,as in other countries, practically all the barley is used for feed
PArposess |
The 1938 trade agreement with t?s United States leaves the rate

unchanged so that little impravemenﬁ‘in the export situation can be forecast.
Irrespective of the export situation, however, interest in barley in certain
sections of Canada contimes for iwo main reasons. The fature of wheat as a
cash crop remains uncertain; diversion of some acreaég to barley serves to
divide the risk. Iloreover, there is a growing appreciation éf barley ag a feed
foi livestock, the market prices of which are relatively high. The demand for
a quality suitable for malbting purposes, whilé limited to approximately
5,000,000 bushels per year, has also stimulated censiderable intersest, although
the premiums offeresd are now relatively low. These conditions would seem
t0 Jjustify a forecast of improved conditions in the barley indusiry in

the domestic market, at any rate,
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Exporta o Barley to the United States and the United Kingdom from Canada,

1868 - 1933, shovn.ng tha changes in the American duties.
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Qats.

Oats are particularly sulted to a cool, moist climate and are grown
in Ontario and Quebec in larg e quantities. They are chiefly used as feed
for l;vestock, in pardicular, for cattlé, hogs and pbultry; they are, grown asg
a hog crop and harvested before maturity for feed. A relatively small eamount 1is
80ld for mmman consumpbion as rolled oats and oatmeal, Oats are also used
extensively in «crop rotation places.

The acreage sown in Ontario and (nebec passed through a period of
expansion from 1910 to 1920. The maximmm acreage was reached in 1921, Ontarie
having 3,094,958 and Quebec 2,366,810 acrea in cultivation; this was slightly
over one third of the total acreage in Canada, Since 192]1 the area has gradually
decreassed in Onbtario and uebece In 1932 the acreage of Ontario was about
700,000 acres then the peak year, From 1929 to 1932 the area has remained
relatively stable in both provinces., Hstimated on the basis Qf the production
and acreage of 1932, of the total acreage sown to oatls Ontario had 17.8% and
Quebec 13.1%; together the central provinces produced 5699% of the Canadian
acreage of oats. The prairis provincss accounted for 65.1% oftths total,

The export of ocads has been erratic. They were inconaidenble in pre=
war days, but during the war exﬁort iﬁcreased rapidly. The United Kingdom is
the most important market in the world, taking during 1929 to 1931 about 26% of
the total world export. The American market ié a small one, in comparison.

In 1929 a small increase in the Hawley Smoot tariff of .0l per tushel was

lgvied, primarily in order to placs the duxy on oats on a comparable basis with
the proposed rabes on other grains. =Exports have since been limited %o an
inconsiderable amount.v There was a 50% reduction in the United Staiteg tariff

on Jamuary l, 1936 which may ald the export trade slightly, and increassd mumbers

of livestock may stimulate éemand in ths home markeit.
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ixports of Oats framCanada to the United states and the United Kingdem,
with the American duty, from 1868 $o 1933,
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Flaxaaed.

Flax can be grown undei diverse climatic and soil conditions; Canada,
the Uhited states, South American counitries and India produce it. It is of two main

types, one is cultivated for the production of fibre and the other for the

production of flaxseed. In Canada the cultivation is mainly for flaxseed, of
which the United States is one of the greatest importing nations.

Flax Pibre is used in the mamfacture of linenm goods and seed.flai
fibre in the manufactures of yarns, threads and texiile goods, but mainly
in the production of linseed oil, o0il cake and oil cake meal. Linseed oil
is used in the mamfaciture of varnishes, and painkts. O0il cake énd oll cake mesl
consiituntse. an lmportant factor in balancing livestock rations. .

Flaxseed was first introduced into Western Cansda in 1875, but it
was not until about 1909 that Canada appeared'as a significant source of supply iue
to the opening of new lands in Manitoba, Saskatchewan and Alberta. The
popularity of flaxseed as a field crop, which reéched its height in 1912, has sgince
declined as the weed problem became more serious, for\flaxseed regulres a
clean geed bedd In 1933 production fell belwsw normal requireménts and had it not
been for a carryhbver of slightly over 1,000,000 bushels, Canada would have
had to import considerable quantities,.

The acreage sown to flaxseed ia Canada has varied greatly., The
relatively high pre-war acreages reflected the breaking of new land and
the use of flaxseed asa an initial crop. Large acreagss were reported in
1918 to 1920 followed by substantial declines in 1921 to 1923. In 1924 flaxseed
acreage doubled aﬁd reached the post war peak. During the past éine yeais
flaxsesd area has tended downward, reaching the lowest level in over twenty

years in 1933 when only 243,600 acres were sown.
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The production in Ontario and Quebec shows the same general trend.
Apart from rapid expansion in 1917 to 1920 the acreage has been relatively
stable. Since 1920 acreages have been slowly declining. These provinces produce
only a énall percentage of totél tanadian production,

A very large part of the world production of flaxseed moves into
international trade. Until 1909 exports of flaxseed from Canada were
insignificant; the United States was the chief market for such gquantities as were
exported. In 1909 the United Xingdom became an imporbtant market and large
exports of Canadian flaxseed went there. The increase of production was
mainly due to the opening of new lands in the western provinces.

Canada hag exported flaxseed in larger proportions to the United
States than to any other country to fill the large demand for linseed oil. Hhe
greater proportion of United States domestic produeciion is used in the
mamifacture of paints and varnishes. O0il cake and meal are in demand by dairy
farmers. Produefion in the United étaées decreased for the same reasouns thal
Canadien produciion expanded, that is, more extensive\sowing. The flax plant,
especiallyradaptéd $0 the opening of new lands, becomes affacted'by
parasitic diseases after contimual cropping of the soil. |

In 1910 the total area under cultivation in Canada was 582,326 acres.
By 1912 it.had increased to 2,021,900 agres. Yrom 1909 Canada's exports
to the United sStates increased rapidly and reaéhed a peak of 10,164,556 bushels
in 1914. - rrom 1914 to 1920 they decreased , dque in some measure, to the fact
that the United States resumed imports from the Argentine which had besn
curtailed in 1912-1913 due to reduced sSouth American subplies. During that time
Canade was almost the sole source of supply for the United States and largé

amounts of the crop moved southward,
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During the war CUanadian production decreased and after 1920 the
Argentine becams the leading source of Unite@ states Imports. Canada's
acreage has steadily declined since 1924, except for a slight upward movement in
1930 - 1931, The rsduction of acreage ig the principal reason for the reduction
of exports, and to a largs extent, the acreage decrease, is due to the inherent
characteristics of the flax plani.

Tariff restrictions, however, increased since 1513, have limited
Canads's trade with the United States. Until 1929 the American duty was rathef
a source a revenud, than a protective measure, because the United States ié
dependent so .completely upon foreign sources for flaxseed that the effects of
the tariffs have usually been offset by drawbacks. In 1922 bthe production of goods
made from flaxseed was entitled to a drawback of 99% of the duty paid on sgeed
useq in makiﬁg the export products, pré;ided that all prdducts thus obtained
were exported. Iater refunds ranged from 18% to 25% %o thé amount>of duty
collected. h

In the 1929 investigation into the proposed tariff increases, the new
duties were definitély advocated as a means of prgteéting the domestic industry.
American growers of flaxseed, because of differences in production costs, demandéd
tariff protection; it was also though advisable as a means of transfering acreage -
from surplus crops to thg produciion of flaxseed, in which there is a continuing
deficit, and offers, therefore, opportunity for expansion. There is hardly
any doubt that a reduction in the .65 per bushel duty would be a boon %o
flaxseed growers, particularly to the Western provinces and to a lesser degree,

to Ontario and Quebec.
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showing the American duty,from 1868 to 1933.

from Canada to the United States and the United Kingdom,

IR T° U. S.A.::’i‘.; B S

. Year. . Duty. . To U.S.A.. To UcK..... Year. Daty. o UeKe oo o . .
/6604 42477 /908 - - E
/569 Y V4 31266/ I0# e T
/570 725 per b 355 /9051 474/

1077 (T 8)  ag31¢ EALE 287y

18 72 211/4 /907 _ sysp 120432
/373 757 A,,./%F R B 7. ;7 B
1777 /81257 /909 . alys L endgasT

1075 B 17 A R () VL DR 7 VA L
18 76 5194/ /9 //_. 1 4Gkn . D1fesT
(8 77 51549 /9.2 90502 4gstagh
107 24 /9 /}m/»A/.. J,58 k8 574334
/972 ¢isgy / y/ﬂﬁwﬁ) 10,1845%6. . 8575173,
/000 22593 7 7, 206249 675818

00/ 241797, z/ /é L 9300690 J39ST
6% 29 / /7 4 919534 ;a/ég;i?f |
1655 T 19O eSS
/067 13/ /9/9% T 923060 ;,_,,/éé///
Vior) - / 920 WLV 2B 7?5'
1686 T L _//Z/ 3@/5&1 T
1567 24y 225 /9 A Bophu3i170l /63/?;2,: ;
Wz 51 928 aqgiedd 59
(387 8124y re A, o200 N7t N
/(030. . . @+ /9257 . 2,90255 6850
/09! 72 26 55 5 123
/9% -+ /727 | 4y osE
1693 + /94 E /7w 6.

/ﬁ%w 7 240 /7,?54/&54

9224/ 2289/ [ 30065 .
//% so3¢7  shp9l /3 |
(09725 o 2)72 26971 [ 930 [, 24/ 602 A
//’% 51970 9911 1933 33962/ 3497
/07 -+ 850/ /974
19070 50/ 1739 ;

/9071 227 79 1996 |
/902 v6q |

4 z



- 49 -

POTATOES.

Potatoes are grown in large quantities in Ontario and Queﬁec where they
were first cultivated in 1758. The central provinces generally produce over
one half the total production of potatoes in Canada. Over the period,
1871 to 1933, GQuebec has a lead o&er Ontario in total production. The spread
is greatest in the years 1918 to 1920 when Quebec produced a much larger percen-
tags of the record crop of those years. |

The demand for Canadlan potatoes in the United States has been the
result, mainly, of short domestic crops. USeed potatoes, of the firm
Canadian variety, are imported. Location plays a major part in giving
Ontarioc and Quebec an advanbage ih the Amerlecan market. The bulk of potaioes
for export are grown in these provinces and transportatioh to the United
States 18 both convenient and inexpeusive.

Until 1913 the rate of .25 per bushsel prevented (anadian exports

from assuming very large proportions because of Canada®s inability to meeb

Earopean competition in the United States. Imports from Canada were supplementary

to Americen domestic crops and to other impofts. In 1913 the Underwood

Tariff remgved the duty from potakoes. In the nexi year,.1914, Canada exporfed
1,001,295 bushels, and the increase from the 152,557 bushels exported in 1913
was almost entirely due to the remeval &f tariff resirictions. gnothsr factor
which ga?e Canada an advantage was the quarantine which the United States placed
on Furopean potatoes after 1913 to prevent the potato wart disease from coming
into the country. Although enacted against Canada aléo, it was removed in

1917, giving Canadan potatoes a direct advantage in the American market.
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In 1915 = 1916 domestic production fell, as did exports, f:om the

high point of 1913 but from that time they increased steadily until the imposition

in 1922 of the Fordney McCumber tariff of .50 per bushel. ZExports fell from
1923 to 1925, increasi'ng in 1926. Since the Hawley Smoot tariff of 1930, of'
. 75 per bushel,the trade has declined to very small proportions.

Potatoes are an important export commodity of Onbtario and Quebec
and show the direct influence of the railsing or lowering of the American
rates. Only =mall quantities are exported to the United Kingd.qm and. the
United States is Canada's best outlet for surplus production. The United
States imporis po’satees-principally from Canada, Burmuda and Eeiico, in
the tariff investigations of 1929 befors the imposition of the .75 per.bushel
rate, American growers demanded protsction from Cuba and Burmuda in their
winter market and the Korthern states demanded pz;otection_ from Canada in their
summer market.

Prince Edward Island produces from 50% to 60% of all the _certified.‘
seed pé’oatoes used in North America of the Irish cobbler variety. There
is an unavoidable necessity for the United states %d.' impor+d certi;fied seed
potatoes and the duty represents an injury to potate cultivators of the
United States as well as %o the export trade of Canada. The State of Maine -
produces the same garieties a3 are grown in Ontario and Quebec and the
elimination of competition to their industry was one of the primary reasons
for the increased duty. |

On Jamary 1, 1936 the rate was reduced.from .75 per 100 pounds to
+60 per 100 pounds. The quota provisions allow Canada the reduction in duty on
750,000 bushels of Govermment certified seed potatoes from December 1, to the
end of February, and to .45 per mshel during the period March to November.
Restrictions to production under the Potate Act in the United States should -

enable Canada to take full advantage of the market,
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Exports of Potatoes from Canada to the United States and to the

- TUnited Kingdom, showing American duties, from 1871 to 1933.
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APPLES.
The wide range of climatic conditions in Canada makes specialization
© in different branches of agriculture inevitabls, andﬁprofitable. Fruit=
growing, especially the cultivation of apples, Canada's most imporsant
cpmmercial fruit, is carried on extensively on a doméstie and export basis.
There are three principal sections of Canada, the Annapolis vallsy~ig Nova
Scotia, the Niagara Peninsula and the Okanagan district in British:Columbia
whers the apples cultivated are known internationally for their exgellent
gualities.

Apples have been grdwﬁ in Ontario from the middle of the eighteenth
century, btut commercial orchardising has only beeﬁ developed during the
last fifty or sixty years. Commerxdsal fruitngrewing was only possible on an
extended scale when the tuilding of railways permitted itrees and fruit to
be rapidly transported.{l) quebec is kmown for the production of the Fameuse
apple, which has grown in the 5t. Lawrence valley for over 200 yeers., If
is unsurpagsed as a dessert applg,.and is in'heavy demand in Great Britéin.
The MacIntosh, of the same variety as the Fameuse also originated in the St.
Lawrence valley, in eastern Ontario, some mundred years ago. About 1835 i%
was propagated and distributed wntil now it is generally known, and in strong
demand., Both these varieties grow best in the climate of Ontario and Qquebec.
They command good prices on the United States and overseas markets, In
Quebec the most valuable orchards are within easy reach of Montreal by rail

and water and easy transportation may be had to British markets,

{L) Canada Yearbook, 1933.
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In 1935 the production flgures showed an inc:ease over 1933-1934.
The loss fiom winter injuries, however, was heaviest in Ontarioc and Guebec
and it is hardly to be expected that during the next five years the Ontario
crOp'will be much more than 60% of the average of the period 1930 0 1934 whieh
was 784,000 barrels.

Exports of apples tothe United States have been in the nature of border

3
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trade, sapply special as been relatively
insignificant when compared with the internal production of the United States.
Since about 1909 to the present time the apple industry of the United States
has been on an export basis, (1) In 1922, one of the more prosperous years
for apple trade, 486,445 barréls wére shipped soubth to the American markebs.
Appls production in the United States for that year was 202,702,000 bushels.
Trade has.ﬁSually been the result of seasonal fluctuéfions in the American
supply.r In 1920, for example, exports reached one of their highest figures;
1919 had been a ysar of greatly decreased production in the United states,

In 1913 the Underwood Tariff reduced the duty from. .25 per buahslv
$0o olé per.hushel and for the next two years, exp@rtsitg the United States
reached their peak; comparatively small amounts werse exéorted to Great Brikain;
In 1916 the amounts exported declined sharply and increased shipments went |
t0 Great Britain. In 1920-1922 there was another increase in export to ths
United sStates due to a short domestic production. In 1922 the duty was
increased again to .25 per btmshel and exports fell and increased sharpl& ta
Great Britain. In 1927 Canadian production declined and it was reflected in

deecreased exports to all markets.

(1} The export of United States apples has increased from 922,000 barrels in
1909 to 6,010,000 barrels in 1932. This figure 1s exclusive of dried apples.
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In 1929 increasas in the United States tariff wers adwvocated because of

expansion in the died fruit industry. New methods of preparing dried fruit
g0 that the original flavour l1s unimpaired were tightening up competition in
the indusiry. The Unlted States Tariff Commission in response to the fear
of competition from the dried and‘cannsd fruit industries, raised the duties
on those types of prepared apples to corelate with other duties oun fresh,
dried and prepared fruits. (1) A }

The dutles on freéh apples remained the same as the 1922 rate, that
is, «25 per bushel of 50 pounds. txports to the United Siates have fallerd
but the amounts sent to Great Britain bave greatly increased. The cause,
obviously not the tariff rate because it bhas remained unchanged since 1922,
is the adeguacy of the imerican production to supply home markets, and the
results of the increased trade in the United Kingdom. The high figure of
115,007 barréls exported to the United sﬁates:in 1930 can be attrituted to a
fall in the United States production sovering the previous two years,
and the rapid fall in Canada's exports after 1930 to an increase in American
domestic production, plus thé divergence of Canadian apples %o British marksté
in response to the étrong demand for the better varieties of Caﬁadian
dessert apples.

In line with Canada's experiment in controlled'marketing, a Fruit
Export Board was get up in 1954. It was the first scheme to be approfe&
by the authority of the Nabtural Products Marketing Act. The Board is to
prevent the export of low quality fruit or "doﬁestiés"; there is a market for
them but British growers, whose products are of the Low qual;ty type, are

1622 - 1930

{1} Dried, dessicated or evaporated fruit. .02 per lb.

Otherwise prepared and preserved o2t v

+04 per lb. but not
less than 45% ad. val.
+04 per 1b. but not
less than 50% ad. val.

v !
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opposed to thelr shipment. Ffruii cannot be exported from CanadaAwithout a
Board license. | |

In 1954 the apple crop of Ontario was reduced two thirds and, far from
exporﬁing a significant quantity, both Ontario and CQuebec imported low grades
fiom Nova Scotla. MNova Scotia was prohibited by the Frult Export Board
from shipping the low grade fruit abroad and and disposed of it on the markets
of the central provinces. On January b, 1936 the duty was reduced to .15 per
bushel. ‘However, export of apples to the Unied States has always dependsd on
seasonal shortages or on temporary demand for varieties which Ontario and
(nebec are expert at producing; It is unlikely that such a demand will be
greatly increased by this change in the Hariff rate.

In summary, the United Xingdom is an attractive market, although there
is rapid eipansion in the apple gréwing industry there, under conditions wall
suited to increase it with profit to the producers. The American market, as
has been shown, ig ofrthe seasonal variety. Therefore, Cénadianu praducérs
should concentrate on improving the quality in order to get higher prices since
there is little probability of an éntiraly new market grawing'upei The chief
possibilities of expansion lie in the dsvelopment of the “dessertw éppla
to capitalize on it 8 increasing popularity, and in the dfied appie industry

where intensive technical changes have baken place.




- 56 =
Export of Apples to the United States and the Um.ted Kingdom, from cCanada,
showing the changes in the American tariff, from 1890 to 1933,
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MAPLE PRODUCTS: Maple sugar and maple syrup.

Canade and the United States are the sources of practically all the
worldt*s supply of maple products. Their production is one of Canadats oldest
and best established industries. Canada's output, although'greater aﬁ all times
than that of the United States; has greaily exceeded the American production
during recent years. The major percentage of Canada's production comes from iths
province of Quebec. In 1931 the production was valuéd at $3,5387,000, four~-fifths
of which came from Qnébec and in 1934 two thirds of the %5,046,650 produciion
came from that province. |

Greater amounts of maple sugar are exported than syrup. ThevdiffereanS'
in quantity are partly the result of the absolute tariff of .04 per pound for both
products, which tends to fall more heavily on maple syrup. The United States ia
a large imporiter. Maple producis are consumed directly, and in additigh used in
* the mamfacture of blended syrup and candy confectionse

Magle Sugare

From 1911 to 1916 the amount exported anmually was slightiy over one
million pounds , but in 1917 and from then to 1920 the amount incrsased. It was
perhaps partly due to the decrease of duty from .0} per pound to .03 per pound
by the Underwood Tariff, aithcugh for several years after the passage of the
Act thers wés no important increase in exports. In 1919 - 1920 exchange rates
were favourable and speeded up importation into_the United States and in 1921 -
1922 the general depression conditions had ita efisct on exports. After 1923 the
export of maple sugar increased‘ steadily in spite of the return to the .04 duty
in 1922. It reached a peak in 1930 with 12,477,894 pounds exported. American
production decreased from 1929 to 1932 and that factor, plus the growing
popularity of maple products, is accountable.for the incressed exports. In 1930

a duty of .08 per pound was imposed, bub it was reduced by the Presidential
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Proclamation of March 7 to .06 per pound. The trade has declined rapldly since 1931,
affected by the higher rates and the general business depression. The restriction
of the American market is reflected in the decline in the pwoduction of maple
products from 1930~1931. It is estimated by the Dominion Bureaun of Statistics that
there wés a decresse of $1,712,920 in the combined value of maple products, as a
result of lowered production of meple sugar by 2,724,176 pounds and syrup by
870,697 gallons.

Maple products are in the nature of luxuries for ithe comsuming public
and depression conditions, favourable exchange rates and the like affect demand

for them more noticeably than in the case of a staplg commodity.

Haple Syrup.

The same conditions affecting_ths export of maple sugar apply generally
to maple syrup. Until 1915 only small emocunts of maple syrup were exported.
From 1916 until 1920 there was, on the average, an increase in export. In 1922
the .04 per pound duby with its relatively heavier inéidance on syrup than on
sugar, caunsed the amounis to declinse rapidly. In 1924 they increased again and
reached a high point in 1927 - 1929. In 1930 the imposition of the .Oﬁé'per
pound rate, caused a significant decréése, (1) In 1931 the Presidential
Proclamation lowered ﬁhe duty to .04 per poﬁnd aﬁd a record amount of 113,995
gallons was exported. American production declined by almost 1,000,000 gallons
in that year which contributed to the Sanadian export.trade., In 1932 a
marked decrease in export took place prokably the resull of a decline in domestic
production. Maple sugar has always been the most important of the maple '
products in the export trade.
(1) Year. mount exported to the United States.

1929 23,825 gallons.
1930 7,808 w
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Almost the entire production of maple products in Canada comes from
-the Central provinces ana any inérease in reveme is‘beneficial to them;.vﬁaple
sugar and syrup are steadily incregsing in favour and the lowering of the
duty on maple sugar to .04 per pound on Jamary 1, 1936 should see an increase in
consumption in the United States and quiéken the export trade of Onftario and Quebec,
There 1s, however, much room for expansion of the home market, not only within
the central pravinces themselves, but because of the localized nature of

the industry, within the other provinces of Canada,
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Exports of Maple sugar and syrup from Canada to the United States and
the United Kingdom, showmg the changes in the American dutles,from 1897 'bo

' LTI !
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CONCLUSION.
This study into the influence of American tariff fluctuations
on the expori of agricultural commodities from Ontario and tuebec, reveals

how widely tariff policies affect economic welfare. It further reveals,

Canade, is not entirely dependeni upon the geodAwill of the United
States Tariff Board. The growing importance of Canada®s place in the
markets of the world, for exemple, in the United Kingdom, indicates that
profitable re-alignment of trading‘routes is possihle, when the fare
sighted view is substituted for the ideal of presenb, maximum advantage
in terms of adjacency and convenience.

The destination of agricu;ture in Ontario and Quebee is probably
in wider and more intensive operations in certsin regions where clinmate
and soil make the production of a pariicular commodity most profitable.
Undoubtedly greater specialization has been retarded by bthe high bariff
barriers exiéfing throughout the world, changing an exportable surplus into
a drug on the domestic market, This negative argument will have less
influence in the future-than if has exercised in the depression year,
if the tentative efforts of governments to promote better world trade
relations by bargaining, is an indieation of a definite retreat from the

nationalist protection sentiment which has throttled trade since 1929.

Dairying and the raising of livestock have been the two staple

industries of the central provinces, During recent years, however,
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the outstanding feature of Canada's export trade in farm producis has been
a change in the early predoﬁinanc; of amimals and their products to the
increasing expori of field crops and their manufactures.{l) This indicates
the direction that specialization in agriculiural producfion is taking.

| Dr. Grindley further points oui the impertance of agricultural
export, not only in the absolute amount of Canadan trade, but since agricul-
tural exports relate o imports in the ratio of 3 to 1, agriculfure has
a significant place in balancing Canada‘s exbernal, ftotal trade. About
40% of agriculfural production snters iﬁto foreign trade, and expofts of
farm products make up about 50% of Canada's total export trade; imports
of farm origin accoun’ for only 17% of the total imﬁort trade.

It would appear, therefofe, that governmeﬁtal policy in respect

to trade treaties should be concernsd with obbaining wider markets for
agricultural products; the econemic welfare of the Dominion is bound up,

for bebter or worse, with the fortunes of agriculiturs.

{1} Grindley, P.W. "Canada‘'s Foreign Trade in Agriculiural Producits".
Proceedings of the Political Science Assocliation, 1931,
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CONCLUS I0%S.

What 1s the future for Canadian exporiers of farm produce? What
realignment of trading routes will produce the maximum returns for the
- agricultural community? A partial answer to these questions is found in.
an analaysis of the immediate state of Canadian-Anglo-fmerican relations. It
is possible that in the perspectivé of economic history, the changed trade
Poutes causes by the arbitrary obstacles placed in the 5natural" direction
of Canadian trade will be marked as one of the most sigﬁificant‘develo;ments
of the depression period.

This ysar the Ottawa agreements come up for exbtension, revision of
repudiation. The attitude currently expressed seems to be that British
agriculturists themselves are opposed to the continuance of these agreements,
However, it is significant that such an attitude is generally imputed to them
by opponents of the agrsements in Canada, rather than a direct expression of
the parties concerned. The agriculfural policies of Major Walter Elliot a&e
intended to safeguard the British farmers intérests a&equately, but even with
doméstic production at its best the British markets remain large ones for
Canadian products, For example, in 1934—about 8,000,000 hundredweight of fruis
had beenvharvested in Great Britian, but the market was still-a subgtantial
one. More than 75% of the fruit consumed comes from overseas of which 40%

%o 60% is apples, and Canada supplies from 33% to 43% of that emount.(l)

The future in the British fruit and vegetable marketAis encouraging dug to these
péssibiﬁties of expansion,Aconclusively demonstrated since 1934. In that year
625 pounds of fruit per capita were consumed whereas by 1935 this had risen to
80 pounds per caplta. These market returns merit the closest attention of
Canadian fruit growers, having the advantage of a preference of $1.00 pexr

barrel under the Ottawa agreements. The British market for tomatoes is glso a

(1) Up to Janmary, 1936, the increase in British imports of Canadian apples over
last season had been 46% on barrels and 31% on boxes.
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large one, and at the present time Italy and Spain, although confronted with
a 10% tariff, are supplying most of the British importation.

The greatest objections to a renewal of the Ottawa trade pacts will
probably come from within the Liberal party in Canada. The revocation ofhthe
schedules of the Act is already being sought in the House of Commons and the
subatitution proposed of the 1930 amendment to the cﬁstoms tariff brought down
by the Liberal Govermment of that day and known as the Dunning Budgeb. Hob
only was British dissatisfaction with the agreement given as a reason for such
a move, but tﬁe point was made, that a treaty having been made with the United
States, it was now time to try this Budget which was designed to promote trade
with this couniry and the United Kinédmm.

| In this connaction it is interesting t§ analyze the pbssibilities of
the permanence of the United States - Canada agreement. The sirongest
argument against reﬁewal by the United States, supposiﬁg the treaty to run for :
the given three years, is inherént in the circumstances of the actual trade
negotiations. It was not until 1934, when President Roosevelt was given power
fo negotiate directly, that any basis for agreement_could be reached. Even then
opposition from American agricultural and mamufacturing interesﬁs wasg strong.
The Secretary of State, Mr. Cordell Hull, who had charge of the AmeriqanAside of
the negotiations, stated Lo a Senate Committee that "mo sooner was a commercial
agreement on the polnt of being signed than a flock af representatives of
American industries descended upon Washington to protest against cutting away one
jot or tittle from our regular tariff.® It 1ls, therefore, imﬁrobably that
these interests‘will suiside into a thEee‘year period of silent acquissence, and
agree $o the renewal of an objectionable piece of legislation at the end of that
time. |

Moreover, the entire agriculitural policy of the present administrasion

in the United States is, in actual fact, in direct opposition to free trade in
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farm products. Since the Supreme Count's decisions invalidating the
Agricultural Adjustment Act President Roosevelt has signed a soil conmservation
subsidy bill which also has restriction of production as its aim. The
paradoxical situation of the American Govermment subsidizing agriculiure at the
rate of $500,000,000 a year (1) and at the same time permitting easy entry of Can=
sdian farm products, augurs ill for a indefinite renewal of such an agreement.
Opinjons have been expressed in the United States, however, thad
the concessions offered to Canadian agriculture will not appreciably affect
the position of American producers, and the advantages gained will more than
compensaté for the slight increase of competition.which,will be experienced
by American farmers. Opposition from the livestock interests in the Middle
Western States was anticipated and answered by Mr. Cordell Hull with the
assurance that the restrictions upbn import of cattle would be adsquate pro-
tection to them. Noreover, the benefits deriving from the revenue from
imcreased exports, through enlarged payrolls and augmented purchasing power,
will inevitably re@lound to the ultimate benefit of American cattle raising
end farming sections.
President Rooseveld defended the agreement by‘pointing out that
vgariculiure, far from beilng crucified'by this agreement, as some have $old
© you, actually gains from it. e export more agricultural products to Canada
than we havse imported from her. We shall continme to do so, for the very
simple reason that the United States with its larger area of agriculftural land,
its more varied climate,the vastly greater popunlation produces far more of
most agricultural products, including animal products, vegetablez and fruits

than does Canada. In the case of the few reductions that have been made,
quota limitations are set on the amount that may be brought in at the lower ratess

{1} This provision is to remain in force for two years, after which the se-
called permanent plan will come infto effect, embracing a cooperative federal-
state system .
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The aitituds of the American agricultural interests of the
United States toward renewal will depend on how conclusively the course of trade
in the next three years support these administrative predictions. Finally,
branded a New Deal project by the Republican party, the itreaty is doomed %o
matilation if not to oblivion, shouwld that party carry the forthcoming election.

The greatest opposition to renewal may be prophesied to come fiﬁnr,

the mamfacturing interests of Canada. In one month of operation, Jenuary
1936, Canada’s parchases of goods from the republic jumped by 53,128,000+
Textiles showed an increase of $947,000. Books and magazines jumped $21,000 and_
Iron and its products rose from § 6,256,000 to $7,968,000, o

paper $7,000.
machinery from $1,111,000 to.. 4,886,000 and agricultumll implements,
Farniture imports

on which the duty was halved, from 174,000 to $319,000,
almost doubled. Already a protest has been registered with the Tarliff Board by

the Furniture Mamfacturers Association of Toronto. (1)

This added competition for Canadian indust;y; some of which is
admittedly uneconomiec, would perhaps be viewed with an approach.to equaninity
if equally beneficial results in the form of increased exports of farm - :
products indicated that the treaty was stimulating tha,érow?h and prosperity

of Canadian agriculture. According to the flgures for Janwary, 1936, this compen-

sation is not materializing, although obviously, the shért temare of -the new
Asidé from an increase in the

rates makes an arbitrary conclusion impossible.
export of cattle, maturally the first commodity té respond to the nearer market,

the results tb agriculture have been disappointingly smalle In Jamuary,l935,
Canadian exports of agricultural produce to the Republic were 32,193,000,
In Jamary 1936, they were actually less,§l,771,000, despite the treaty.
(1} FPurniture, previously subject to a rate of 45% ad valorem when entered
from the United States, when entered from France was subject, by treaty, %o

rates equal to the intermediate tariff, 30%n less 10%, or 27% actually,
Automatically, under most-favoured-nation treatment, this rate became applicadle

to the United States.
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Cattle exports; mostly from the West, rose from §67,000 té $498,000.

The problem to be resolved by Canadian agricultural producers is a
difficult one. Will it be to their ultimate advantage to reroute their trade to
the Unitéd States and make the most of the reduced rates while they last, mean
while risking the loss of the placs théy have established in the British
market? Or will they best serve the interests of the whole agricultural
commuﬁity by continuing to build up trade in the British markelt, on the basis
of quality, which even a downward revision of the Ottawa trade pacts will
affect less injuriously than will an abrogatioﬁ of the exiéting American
concessions?

For such farm products as Ontario and Quebsec are fitsed to produce
in export quantities, for example: apples, soft fruit, bacon,hams, dairy
products and cattle, the permaneﬁce of the market should be the dsciding
factor, It must be remembersed that many catble farmers were ruined by the
imposition of the FEmergency Tariff in 1921, after devsloping their in&ustry
through the years of the Underwood Tariff, on the basis of contiming

gxporh to the United States. While the principle of the "nabural' market

including as it does, the factors of ease of shipment, sy%paﬁhetié price levels,

and close monetary inter=relations is a very importan’ basis on which o
calculate export trade and on which to base our expectations of povosperity,
nevartheless the barriers to the development of an overseas market are neither
insurmountable nor out of line with future predictions of Canadian prosperiby.
In the absence of the most desirable expedient it is necessary to co~raelate
existing circumstances %o the next best alternative in such a way as shall bes
productive of the maximum good in terms of market expansion, and a reasonable

profit for the producers. It is %true that the alternative of an overseas
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market is a decidedly second best one at the present time. Nevertheless,
increasdng facilities of transport and refrigeration render the most

obvions difficulties qomparatively ingsignificant as contrasted with the
periodic repercussions of American tariff barriers, which ars worse for being
uncertaine.

Whatever the outcome of cﬁrrent possibilities, it i1s true that a

of Canadian exporbs
proportion,will continue to go to the United Kingdom. It is true also
practically every farm product export to the United States from Canada is
supplementary to damestic production. Certain products have a permanent
market, for exemple, flaxseed and maple products, because thsy supply continuing
deficiencies, Certain other commodities, for example, oats, potatoss and tﬁe
‘recent export of cattle, are imported to compensate for temporary shortages iﬁ
American production. It is quite reasonable to suppose that the bovder
trade in such commodities necessary to fill special localized needs will continue
under reasonable trade conditions. It is probable, therefore, that in the long
run, it will be to Canada's advantage to meke permanence her chief
consideratioﬁ in determining her markets, except where convenience: is the
ultimately deciding factor, or when highér prices attract expért into its natural
channels in spite of tariff bparriers.

Agriculture is Canada's most fundamental industry. There is always
the possibiltly of an internatiénal scaling down of tariffs, when markets will
be glad held by countries producing the best grade of farm produce at the
lowest cost. It will be to the advantage &$f Canada to concentrate én
improved methods of - production and marketing, eliminating with all speed, such
waste and duplication as now exists, in order to meet, successfully, competition

in the markets of the world.
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{a) Treaty of Washington veo.s Fishery Articles.

{p)

Article 18. It is agreed by the high contracting patties, that

in addition to liberty secured to the United Siates fishermen by the
convention between the United States and Great Britain, signed at
London, on the 20th day of October, 1818, of taking, curing and

drying fish on certain coasts of the British North American colonles
therein defined, the inhabitanis of the United States shall have in
common with the subjects of HeBsMs the liberty for the term of

years mentioned in Article 83 of this treaty to take fish of every kind
(except shellfish) on the sea coast and shores, and in the bays,
harbors and creeks of the provinces of Quebec, Nova Scotia and New
Brunswick and the colony of Prince Edward Island and the several islands
thereunto adjacent, without being restricted to any distance from the
shore, with permission to land upon the said coast and shores and ig-
lands and upon the Magdalen Islands, for the purpose of drying their
nets and curing their fish provided that in so deing they do not
interfere with the rights of private property or with British fishermen
in the peaceable use of any part of the said coasts in their occupancy
for the same purpose.

It is understood that the above-mentionad liberty applies
solely to the sea fishery, and that the salmon and shad fisheries
and a2ll other fisheries in rivers and the mouths of rivers, ars
hereby reserved exclusively for British fishermen.

Preaty of 1818. seee+se Provisions relating to the Flsheriss,.

Whereas differences have arisen respecting the liberty claimed by the
United States for the inhabitants thereof to taken dry, and cure

fish on certain coasis, bays, harbors and creeks of H. B.}M. dominions

in America, 1t is agreed between the high contracting pariies that the
inhabitiants of of the United sStates shall have forever, in common

with the subjects of H.B.M. the liberty to take fish of every kind on
that part of the coast without prejudice, however, to any of the
exclusive rights of the Hudson's Bay company, and that the American fighe

'~ ermen shall also have liberty forever to dry and cure fish in any of the

unsettled bays, harbors and creeks of the southern part of the coast of

New foundland, here-above described and of the coast of Labrador; tut so .
soon &s the same or any portion thersof shall be settled it shall ndd

be lawful for the said fishermen to dry or cure fish at such portion so
settled withoul previous agreement for such pumpose with the inhabitants
proprietors or possessors of the ground. And the United States hereby
renounce forever any libverty heretofore enjoyed or claimed by the
inhabitants thereof to take, dry or cure fish on or within three marine
miles of any of the coasts, bays, creeks or harbors of H.B.M.'s

dominions in America not inciuded with the above-mentioned limits, FProvide
ed, however that the American fishermen shall be admitted to enter

such bays or harbors for the purpose of shelter, and of repairing damages
therein, of purchasing wood, and of obtaining water, and for not other
purpose whatever. DBubt they shall be under certain restrictions as may be
necessary to prevent their taking, drying or curing fish therein, or in ey
other manner whatever abusing the privileges hereby reserved to them.

T



(c)

Appendix I. (Continued.)

l. "any or all of the following articles, that is to day: animals of

all kinds, green fruit, hay, straw, bran, seeds of all kinds,

vegetables {including potatoes and other roots, } plants, trees, and shrubs
coal and coke, sali, hops, wheat, peas and beans, barley, rye oats,
Indian corn, buckwheat and all other grain, flour, =~ ° >
of.wheat and grain, butter, cheese, fish (salted or smoked), 1lanrd »
tallow, meats (fresh, salted or smoked), and lumber, may be imported
into Canada free of duty or at a less rate of dubty than is prévided
by this act, upon proclamation of the Governor in Council, which
may be issued whenever it gpears to his satisfaction that similar
articles from Canada may be imported into the United States free of duty
or at a rate of duty not exceeding that payable on the same under such
proclamation when imported into Canada.™

z

2+ "Yany or all of the following things, that is fo say: Animals of

all kinds, hay, straw, vegetables, {including potatoes and other roots, )
salt, peas, beans, barlsy, malt, rye, oats, buckwheat, flour, or rys,
oatmeal, buckwheat flour, butter,cheese, fish of sll kinds, fish oil,
products of fish and of all other creatmres living in the water, fresh
meats, poultry, stone or marble in its crude or unwrought state, lime
gypsum or plaster of paris {ground, uaground, or cdlcined)or hewn or wrouw
ght or unwrought burr and grindstones, and timber and lumber of all kinds
ummamifactured in whole or in part, including shingles, at less rade of
duty than is provided for by an act at the time in force, upon
proclamation of the Governor General, which may be issued whensver 1t
gppears to his satisfaction that similar articles from Canada may be
imported into the United States free of duty, or at a rate of duty not
exceeding that payable on the same under such proclamation when

imported into Canada.™

3+ "ooee Any or all of the following things, that is to says: Green or rim
apples, beans, buckwheat, peas, potatoes, rye, reyflour, hay and
vegetablea specified in item 41 in Schedule A to this act, shall be

frae of duty when imported into Canada from the country of pseduction

upon proclamation of the Governor in Council, which may be issued when-
sver it appears to his satisfaction that such country impomes no duty on
the like product or pseducts imported into it from Canada,

4, Barley and Indian corn shall be free of duty when imported
into Canada from the country of production, upon proclamation of the Govem
nor in Council which may be issued whenever 1t appears to his satiafac=
tion that such country whence either or both thess producty are

imported admits both these products free of duty imported into it from
Canada."



APPENDIX I3 Table I.

Showing Ixports to and Imports from the United States, 1853 - 1867,

Year., Izxports from B.N.&., to U.S,A. Imports from U.B.A. inbo B«B.A.

1853 6,527,5508 19,445,478
1854 8,784,412 26,115,132
1865 15,118,289 54,362,188
1856 21,276,614 35,764,980
1857 22,108,916 27,788,238
1858 15,784,836 28,210,857
1859 19,287,565 26,761,618
1860 23,572,796 25,871,389
1861 22,724,489 28,520,755
1862 18,515,685 30,373,212
1863 17,191,217 29,680,955
1864 29,608,736 7,952,401
1865 33,264,403 27,269,158
1868 48,528,628 27,905,984
1867 25,044 ;005 265,239,459

TERTIERY

See Table II Ffor changes in fmerican Tariff Schedules on gpecified
commodities, 1867 ~ 1936. (Attached. )
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