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INTRODUCTION 

In the fourth decade of the last century the 

British ?rovinoes in }:~orth A.merioa. were granted re sponsi ble 

government. With the passing of the control of the public 

purse to the elected Assemblies, there· was adopted a bud­

getary system analagous to thet of Great Eritain. The 

system wa.s co·ntinued after Confederation both by the new 

Dominion Gove rnme nt a.nd by the province s. lhe Ivlinis ter of 

Finance presents an annual Eudget to the House of Commons. 

and t in the course of his ate. tement t re.views the fina.ncial 

results of ~he past fisca.l ye8,r t presents estimates for the 

remainder of the current year and for the year just commencing, 

and announces his proposals for an increase or ,decre8 se in 

taxation, or for other changes in finsn.cial administrdttion, 

which Parliament is to consider. The annua,l Financial 

Statement creates, as a rule, a. lengthy debate, in the course 

of which the policies of the government in matt-era of fiscal 

and financial concern are in turn condemned eond defended. 

It is the ai-m of this thesis to surve.y the fisoal 

and financial history of Canada, in the first three deoades 

after Confederation, by means of a study of the 2-unue.l Budget 

speeches. In aocordance with the plan adopted, there is 

presented CL sketah of the fimncial history of the Provinces 

before Confedexation, and of the organization of the Dominion 

finances in 1867. There follows a. 8'U.IlUll.a.ry of each Budget 

statement, and. of the criticism offered by the principal 
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speaker of the Opposition. On matters of importance the 

a.r~;u.ments of other speakers 8·re E:,lso considered. In view 

of the ir obvi.ous effe cts on financie,l policy t economic 

conditions and changes in the country are outlined, as e"re 

elso chan~es of policy in the United States which affected 

Ca.nada.. At the conclusion of e8,ch chepter the course of 

revenue, expenditure, and debt, in the period dealt \'Jith, 

is briefly reviewed. The final chapter presents a survey 

of Dominion finanoe from 1867 to 1896. 



CHAPTER I - Revenue and Expenditure in British 

I{orth America. to Confede ration. 

The French Regime - Struggle for Control of the Public 

rurse t 1791-1846. - Early ~axation in the Provinces. -

Tariffs and Protection; Direct and Indirect Taxation.-

Provincial Expenditure and Debts. - Financial Problems 

of COnIederation and their Solution. 

"NOWt Sir, I think it is a Inatter of Which 
every honourable member is sensible, that the 
innu6'Ure.tion of the Union has not been un­
accompanied with very considerable financial 
difficulties. TT 

- Hon. John Rose (1868) 

THE FRENCH REGI1~ 

Canada W&.S a province of }j'rance until 1760, when, 

in the course of the Seven Years I "°r/ar, the ~nblish took 

possession of it. .Al though the ~~re nch occupe tion had con-

tinued for two and a half centur ie8, the colony had made 

little progress, politically or economically. In the field 

of public finance there was no system of popular taxation. 

The Zing was su.preme, and the power of taxation W8,S rebarded 

as a sovereign ric;ht which was not de lege, ted. t.rhis applied 

even to temporary end local assessments levied for special 

purposes. Irhe revenue during this regime was derived a.lmost 

entirely from the customs, and from the royalties connected 

with the fur-trade. 

Following the Eni;lish Conquest, there was little 

change until 1791. As under the .French regime, the 

territorial and casual revenues, conSisting of certain 
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seigniorial dues, end the proceeds of the sale of 

government tinlber and land, were reserved to the Crown.(l) 

The british Parliament reserved for itself the right of 

levying t~.xe S B.hd of re gule, t ing the trade End c amme rce 

of tlie colony. (2) In 1778, however, it passed the 

Declaratory Act.(3) renounoing forever ttthe right of taxing 

the colonies to provide Imperial revenue, but maintained its 

claim to impose duties considered necess~~ry for the regulation 

of trade, the proceeds to go towards defraying the expendi­

tures of the colonial administre.tion.l:t (4) 

STRUGGLE FOR CONTROL OF :I'HE PUBLIC PURSE. 1791 - 1846 

In 1791 the CODsti tutione,l Act divided the colony 

into the Provinces of Upper and Lower Canada, a.nd created 

8 representative assembly in each • Under this Act the 

.British Parlia.ment continued to reserve to itself the right 

to regulate tre.de and commerce; the local leCislatUre could 

not repeal certain duties imposed by the ~uebec .Act of 1774; 

the incooe from this source, as also the territorial revenues, 

remained under the exclusive control of the executive br~nch 

of' the goverrJ..ment. The Houses of Asse~bly h~d control only 

over the proceeds of te.xes collected under the euthori ty of 

their own la.ws. ~he executive was thus rendered almost 

(1) The G;.uebec :\evenue Act, 1774, 14· Geo. Ill, oap.8S 
(2) The Quebec Act, 1774,14 Geo. Ill, ca.I> 83. 
(3) The Colonial Tax Repeal Act, 1778, 18 Geo. lIl, cap.12. 
(4) Canada Year Book, 1927-28, pp. 805 - 806. 



- 3 -

entirely independent of the legislature because of the 

fixed and permc,nent sources of revenue !~t its COIDJIl2.nd. If 

the royal revenues proved inadequate to defray the expenses 

of the government, the deficits were covered by imperial 

funds from the English military exchequer. 

This state of a.ffairs was resented by the ele cted 

Assemblies, and there ensued the lOng conflict betv~en the 

executive and the 1egisls.ture over the control of taxEition 

s.nd eppropriations. CircUIustt:.nces fa.voured the popule,r 

parties, but unrest and a. re bellion were necessE".ry before 

the control of the purse passed into the hands of the 

Assemblies. In 1831 the British 1~6,rliament passed the 

Ce·nadien r.evenue Control Act, vihich ple,ced the customs 

duties at the disposel of the legisls,tures. Only the 

relatively insignifice.nt territorial or casual revenues now 

reme ined subject to the Crown. Lord Durhe.rn's report of 

1839 chnnged the s,dministra.tion of the fine.nces of the 

colonies. By the Aot of Union of 1840, the proceeds of the 

casual B.nd territorial revenues were genceforth to be paid 

into the treasury of the newly-created Province of Canada, 

to be disposed of e.t the "Ilill of the legisln.ture. The 

British PFrliament, however, still reserved to itself the 

right to levy duties, a.nd to regulnte the trade and commerce 

of the rrovince. lIThe la.st tariff it imposed on Canada. wa·s 

tllat of 1842. ~he struggle for responsible governJnent 

terminated, as far as taxation was concerned, in 1846, when, 
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by an Act (1) of the Eri tish Xc' rliament, the Assembly 

obtained complete control of El 1 revenues and expenditures 

of the government. IJ:he pr inciple the. tall taxe s should be 

imposed and ell supplies voted by the elected House finally 

came into effect. 

The finances of Canada, in the first half of the 

nineteenth century, thus provided a political &nd constitutional 

struggle. The discontent wc.S not over taxa tion or tariff 

policy, but over the control of the public purse-strings of 

the colony. If'inancial policy was a secondary considere.tion 

while the constitutional bB.ttle was wa.ged. 

EAi~Y TAXA~IOlr IN THE PROVINCES 

The three sources of revenue of both Upper 8,nd 

Lower Canada were the Imperial duties, the i"r-ovincial duties, 

and certain casual and territorial revenues. The customs 

duties were collected in the lower province t a·nd Upper Canada 

experienced difficulty in obteininG a just division of them. 

It received only one-eight of the duties collected before 

1824, when the :9roportion W~~ s increased to one -fifth. Vili th 

~, growing populetion and with l2.r~'e.deficits, it was compelled 

-'-1.10. estc-; blish c· system of 10c8.1 assessments t and le.rgely to 

lec:.ve to the localities their own works. Upper Ce.nada 

pe.ssed its first essessment 8.ct in 1793, in the form of a 

pel:sonal property tax. ProvinciC'.l direct taxa.tion was 

avoided by the Act of -union of 1840, which insti tuted a 

(1) 9 and 10 Victor is., ca,p. 94. 
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sys·tem of municipal government, o.nd by the b8,ldwin Act 

of 1849, the first general municip8.1 act in the province, 

which made possible the extension of the personal property 

tax. 

In Upper Canada. the insti tution of 2· system of 

local assessment wes not difficult because the United Empire 

Loye~liBts, who had settled there, were familier with the 

loca.l self-e;overnment of the American Colonies before the 

~::~evolution. The Fre nch-Canadie.n mf:~j or i ty of Lowe r Cane.da, 

hO'wever, we·s always opposed to direct taxation. The 

opposition was so successful that "we find the crude system 

of the Old Regime still holding sway" (1) until just previous 

to the Union of 1841. The fact that the province reteined 

the lion's she.re of the customs duties for itself eIW,bled 

the le2;islature to undertake 10c8.1 works which le-ter would 

be left to the municip~lities. Lord Durham condemned this 

absence of direct ta.xation for general or loc[: 1 purposes, 

beceuse of the consequent insufficiency of the necess~ry 

public services and works. 

remedied e,fter the passing of the first effective municipal 

act (1845), when the loc~;.lities were restricted to e. tax on 

real property, later supplemented by business taxes. Lower 

Canr"de was the only province which had no recourse to a ta.x 

on personal property. Its system was more in conformity 

(l) Solomon Vineberg: ProvinciE.l and Locs.l 7S.X8 tion in 
Canada, (Hew' York, 1912) p.34. 
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with the principles of public fins.nce, and the other 

provinces abandoned the pereonal property tax on realizing 

that it was an inequiteble basis of taxation. 

In the L.8.ritime Provinces, also, the settlement of 

the United Empire Loyalists fe,cilita.ted the introduction of 

local assessments. In 1763 provision for e, regl cnd personsl 

property tax we,s made in l'fova Scotia, ancl a siroiler te .. x wa.s 

introduced in Hew Brunswick in 1850 (1) The late institution 

of municipal government in these provinces necessitated the 

provision of funds for local purposes by the beneral legis-

lature as late as the 'seventi.es. 1his WES an importa.nt 

consideration in the fin~ncial arrangement of 1867. 

URIFFS Al:ID PROTECTION; DIRECT AED IlifDIRECT TAXATION" 

The late development of municipal institutions in 

the British l."orth America.n Provinces necessitated e greater 

provincial revenue becs.use the le b'isla.ture was often called 

upon to provide aid for purely locgl works. The funds of 

the provinces were derived from the proceeds of sales of 

public lands, End from customs and excise duties. The 

customs duties had been from the beginning the m8instay of 

Canadian finance. nprevious to the form!' .. tion of the 

Dominion, both the United Canedas ~tnd the so-ca,lled 1ft;l,.ritime 

Provinces - namely, Hove. ~;cotiat new Brunswick, and Prince 

Edward Isla.nd - hed derived the me.jor part of their provincia.l 

(1) Ibid, :p. 37 
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revenues from customs duties. Indeed, fully four-fifths 

of the receipts of the Province of Cs.re.de. between 1841-1867 

were obt~ined from this source. u (1) 

Under the French Regime there had been restriction 

and monopoly but no protective or revenue tariff in the modern 

sense of the word. After the British conquest there began 

to be applied to Cana.da tTthe same ii8vige.tion Laws and 

regU.ls.tions which were beginning to prove so irritating to 

their fellow subjects, and recent enemies, on the Atlantic 

sea-board." (2) But the customs duties of the ea.rlier part 

of the nineteenth century were small and of little account. 

By 1846, hovvever, the te,riff sys tem had rendere d C.?~ngde and 

the other provinces almost absolutely dependent upon the 

teriffs and preferences of Great Lri tain. 

~hen the Corn Laws were e.bolished. ef the 

consequences, Alexander ~illoch Galt wrote: 

ItThe protective oolonial system of Grea.t Britain having 

been previously the settled policy of the Empire t the 

province (of Ca.:nnds,) had itself" incurred veryheEvy 

liabilities upon public works, dependent for success 

upon its continue,nee, and me,ny other cOInr!1ercial 

interests had elso grown up under it. '..i.~he sudden and 

(1) vV.G.Vills,rd ~3.nd ·iI.VJ.~ailloughby: The Ce.nadie.n BUde;etary 
System. fNQw'Yor~i 1918) pp.3G-37. 

(2) J.C;.Hopkins: The .r:'iseal History of Canada - in nCanada: 
An Encyclopaedia of the Country," Vol.l, p. 286. (1918) 



- 8 -

unexpected chenge produced very serious disasters; 

and in 1849, Canada found he ree If wi th an exhe.uste d 

exchequer, a crippled commerce, and depreciated 

ere d it. tt (I) 

After 1846 all the colonies exercised their o~m 

control over the ret;uletion, collection, e.nd distribution 

of revenues. Tnxation and tE,riffs were c1.1anged. Customs 

duties weI'e imposed on imports from Great 3rite.in c.nd the 

other ~ritish. provinces. Closer trede relations with the 

United Stc},tes culminated in the E-lgin-L.arcy :2.eciprocity 

Treaty of 1854, which provided for free trade in the products 

of the farm, the seat the fore st, and the mirle. The Treaty 

was abrogE.ted by the United ~tates in 1866. 

In the meanwhile a protective spirit was develop-

ing in C~ .. :ne..da. fi'he increase s in the tariff to 1857 hf.i.d 

been gradual e.nd. fairly re g'1l1Lr; they were imposed because 

of the need for greater revenue. But in 1858-1859 there was 

pa.ssed the Gal t-Ce.yley Teriff, which was the first a.ttempt 

to establish incidenta.l protection in Cane,da. The che,nges 

marked a. distinct departure from the old policy. "They were 

me .. de not only because of the incree.sing need of the province 

for revenue, but be C?use of e. strong populor denmnd for 

protection. I?or the first thue in Canada org8.nized pressure 

Vl,(: s brought to bes.r upon the government to influence its 

(1) Hon. A.T.Gelt: CHne,da, 1849 to 1859, p. 7. 
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fiscal polio.y. 

nprotectionist sentiment had been growing 

steadily in Canada ••.•• But it was not until the crisis 

of 1857 brought hard timee, unemployment, emigre.tion to the 

United States, fc.lling off in home demand, ~.lnd cessation of 

the stream of British capital, that the seed thus planted 

fell into fertile ground. Hard times gave rise to the 

first· protectionist movement in Canada, just as twenty ye~.rs 

later they prepared the wa.y for the seoond Hnd more enduring 

camY'lai'm :.t' 0, the campai5'"Il which eetB.b1ished 

Policy'." (1) 

I the National 

Galt, as l::inister of ~'inance of the Province of 

Can8.d~t. admi tted that in his fiscal legislation of- 1858 he 

was "governed to a very Great extent by the policy of the 

United States with regard to their tariff •••• 'de he-Ye 

consequently." he:: ~,ddedt "never been a.ble to impose duties 

on many of those articles which in other countries are 

regarded as the most fit subjects for revenue." (2) He 

adopted the principle of admitting raw materials free, of 

imposing e low duty on quasi raw materials, and ~J, higher 

duty on manufectured goods. The average duty was 17 per 

cent. (3) This policy of incidental protection a.roused 

resentment in Engla,nd, but Gal t successfully asserted 

Canada's right to make her own tariffs without diotation 

from the merchants of }Iancheater and bheffield. 

Cl} O.D.Skelton: The Life and :£imea of Sir Alexs.nder Tilloch 
Galt, 1~~r6~toi 192Q) ~p. 268-269. 

( 2) Hon. A. T • Ga It, .cud ge t 0 I 1862., p. 21. 
(3) Galt: Canada, 1849 to 1859, p. 39. 
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In 1862 Gait proposed tariff reductions, and 

illustrated the prevailing view in this statement on the 

ohange s of 1858 - 1859: n',IIe ere now permi tted by circum-

stances to reconsider this legisle.tion, and to ple,ce it on 8~ 

footing which will be more consistent wi th sound poli tics.l 

economy, and consequently more conduoive to the prosperity 

of the people." (1) In the alterations which he proposed, 

he aimed 8.t this one object, Uto get the utmost amount we 

ca.n, coupled with unrestrained e.nd unembarassed tra.de." (2) 

But the defeat of the IITa.cdona1d-Cartier Administr~ltion pre-

vented the proposed changes from going into effect. 

There ensued the deadlock in govern..lJlent which W8.S 

8 leading contributory cause to the confederation of the 

provinces. In the debs.tee at the Quebec Conference a.nd in 

the provinciE.1 legislatures t the tHriff was e· very contentious 

problem. Thus, Christopher Dunkin, in his speech on 

COnIeders,tion, said: "Vie cannot shut our eyes to the fact 

that the customs tariff must come down. There B.re no two 

ways about that. Our tariff is Inuch higher than those of the 

Lower Provinces; and the adtrocates of Confedere.tion there 

have to assure people that their tariffs will not be mater­

ially raised, in order to get any sort of hearing for the 

scheme. To te 11 them the. t the tari if of Ce.:na.da is to be 

tha.t of Confederation, would be to ruin the che.noes of getting 

a fe.vourable reception for it. 

(1) Gait, Budget of 1862, p.32. 
( 2) Ibid, 1'.31. 

·~'Je are marching fast cl,nd 
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steadily towa.rds free trpvde. V~e must meet the views of the 

people of the Lower Provinces, who 8.re ho stile to high 

tariffs •••.• Well t if the customs thriff is to corne down 

large ly t we must look for a de crea.se of revenue •••• When 

the object of reducing the tHriff is to meet other exigencies 

the.n those of revenue tone CE,n he.rdly hope to get such a. 

tariff ~s shall give us the largest revenue atteirw,ble. 1f (1) 

Circumst2nces, however, favoured the success of 

Confederation. ~he prosperity of the provilices, resulting 

larc;e ly from the incree.sed demand for the ir products by the 

United Gtetes , at the close of the Civil 'Har, rw.de posei ble 

the reduc-cion of the c:.;enere-l tt=).riff in 1866 t to 15 :per cent. 

'1his W8.S the 'teriff adopte d by the Confede ra tion. '1.'he Act 

of 1867, also, inaugurated free trade between the provinces. 

Customs duties had been the me.in source of 

provincial revenue, and continued to be the principal item 

in the Dominion receipts. :.~uch cri ticism, especially by 

England, was levelled at what wes ret;arded as. this undue 

relis.nce on indirect taxation. Lea.ding st;,;.te smen of the 

period agreed tne.t direct t~1xation wa.s pTe ferable. In his 

address on the <~uebec rtesolutions, Gs,lt said that direct 

imposts a.fforded "the surest gue,re.ntee the t the pe ople V'Till 

take a heal thy interest in their own af'i['!.irs a.nd see that no 

extre-vagance is comrni tted by those ~pleced in power over them •• 

Indeed, I do not hesi tc:;.te to SHY, the.t if the public men 

(1) Perl iamentary De ba te 6 on the Confede r8,tion of the 
bri tish l;:orth Americc.n Provinces, 1865, p. 254. 
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of these provinces were sufficiently educated to under­

stand their OVln interests in the light of the prinoiples 

of political economy, it would be found better now to sub­

stitute direct taxation for some of the indirect methods by 

which taxation has been imposed upon the industry of the 

pe o:p 1 e • If (1) Nevertheless, he agreed that the people 

would not lend their support to any government imposing 

direct taxes, unless same overwhelming necessity forced it 

upon them - "the necessity of providing, by extraordinary 

means, against dangers by which the peace, happiness, and 

prosperity of the country may be threatened, in fe.ct t by 

some of those great disturbing causes which are frequently 

the beginning of the most important fina·ncial changes." (2) 

Galtts prediction was fulfilled when, under the stress of 

World \lar conditions, Csooda imposed a federal Income Tax 

in 1917. 

In the 'sixties direct taxation was impossible in 

Canada. Although in England there were taxes upon property 

and income, and in the States of the Union large sums were 

being raised by a direct property tax, it was the opposition 

to a minor direct tax levied in oonnection with the 1.Iili tia 

Bill that caused the defeat of the government in 1862. 

Hector Langevin, Solicitor-General of Canada East, assured 

the people that Confederation would not necessitate direct 

taxes. and asserted that ta.lk of direct taxes W8.S merely an 

(1) Confederation Debates, OPe cit., pp. 68-69. 
(2) Ibid, p.69. 
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a ttempt to ~righten the cO~YJ.try. (1) 

Apart from popular opposition, direct texation 

would have created difficul ties in the C~ .. nada of the second half 

of the eighteenth century. An' income tax yielding any sub-

stantia1 amount would scarcely have been possible in view of 

the small incomes of the people. Further, the people were 

not sufficiently educated to be fit for direct taxation. And, 

as the revenue derived from the public lands was wholly 

devoted to the settlement of those lends, Bnd the revenue 

from public worLS was not up to expect8tions, indirect· sources 

of revenue had to be resorted to. (2) 

Opposition to direct ta.xation was by no means con-

fined to Ca.nada.. As GaIt justly said: nIt certainly appears 

singular tha.t Canada. should be reproached with a departure 

from sound principles of finance, when, in order to pay her 

just debts, she imposes higher duties on the articles she her-

self consumes, when in England itself the same means are re­

Borted to, and no less than of 28,000,000 sterling obtained 

from Cus toms dutie e and of 1 7 ,000,000 from Exc ise • If in 

Great Britain, where such a.n enormou.s a.mount of realized 

weelth exists, it has only aa yet been found possible to raise 

one-sixth of the revenue by direct taxation, it need require 

no excuse if Canada has to raise her revenue almost Wholly 

by indirect means." (3) As late as 1853 there was no 

permanent basis for taxation in Great Britain. The income 

(1) Ibid, p. 377-378. 
(2) Ron. A .T.Gal t: Speech at the I:.=~1.nchester Chember of Commerce, 

Sept. 1862, p.3. 
(3) GaIt: Canada, 1849 to 1859, p. 38. 
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tax was regarded as a temporary expedient, and not a.s an 

integral part of the revenue. (1) In the general election 

of 1874, Gladstone advocated and promised the abolition 

of the income tax. 

In 1861 Englt1nd derived only 24 per cent of her 

total revenue from direct ta.xation; a.nd in 1871 this was 

reduced to 20 per cent. (2) In the United States, in 1860, 

a.bout 95 per cent of the total federal revenue was derived 

from indirect taxation. ~~hi1e the Civil ?/e",r Income Tax 

reduced this proportion, even in 1866 direct taxation pro­

vided less than 30 per cent of the revenue. (3) 

The principle ~dopted by Canada in its fiscal 

policy, as has been shown, was that of a tariff for revenue 

which afforded incidental protection. :lhe average rate of 

duty in 1866 was 15 per cent. At this period, in ~ngland, 

the free trade work of Peel 8.nd G1adstorle was :pre.ctice.11y 

completed. In the Uni ted States the Civil ~Jar made necess-

ary an average rate of customs duty of almost 00 per cent. 

Thus, when the Dominion of Canada was born, its taxation 

policy did not differ very greatly from those of the more 

important nations of the world. Its fiscal policy was pro-

teotive t when compared with the.t of England. In comparison 

with that of the United E,tates it was a very moderete form 

of protection. 
(1) J.F.Rees: A Short iiisca1 and }'ina.naiel History of Engle..nd, 

1815-1918, p. 112. 
)2) Sir ~obert Giffen: Economic Inauiries and Studies, 

(London, 1904) Vol 2, ~. 335. 
(3)D.R.Dewey: Financie.l History of the United ~tate S t 

(Hew York,1~09)PP. 267; 395. 
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PROVINCIAL ~EImITL~ Alto DEBTS. 

The revenue for Which the taxation and fiscal 

policies of the provinces were devised was ler~ly meaessi-

tated by their public debts. In the ye ar end ing June 30 t 

186'1 t out of a total government expenditure of ~{14,727 ,282, 

in the :Province of C8 .. nada., no less than ~5,444,905., was 

applied to interest on end redemption of the public debt.(l) 

At Confederation the debt of this Province, as subsequently 

allowed, was over ~73,OOO,OOO. By far the lar~st part was 

contracted between the years 1841 and 1867 •. In 1841 the 

debt of the United Provinces was otl,670,142, ne~rly all of 

which was brought into the Union by Upper Ca.nada, the de bt 

of Lower Canada. be ing only "133,000. Rapid increase 

resulted in &il allowed debt of ~73,006,088 in 1867. (2) 

Relative to the population and the resources of the country 

this waB e. heavy liability. but, as Galt said; "Yfe ha.ve the 

satisfaction of knowing that that debt has been oreated for 

objects of great utility, and that while the liabilities of 

most great nations have been produced by causes disastrous 

to eommerce and industry, ours have been incurred in the 

opening up of the great channels of communicHtion through 

the country, for the improvement end development of commerce, 

for the 8ustell8noe of education, and for providing the nles,ns 

(1) Publio Accounts, Province of Canada, 1866-67, pp. VI - IX 
(2) J.Roy Perry: Publio Deb;s in Canada, pp.35-36 - in 

University of 1oronto Studies"( in History Hnd Economics, 
1897) Vol. 1. 

(3) GaIt: Budget of 1862, 1'.5. 
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of dispensing justice throughout the land." (1) 

Of the debt of ~73,OOO,OOO over ~50t300,OOO had 

been spent on public works since 1841. Over $20,200,000 had 

been spent on railways, ~17,OOO,OOO on works connected with 

navigation, ~7 ,000,000 on public buildings, and ~p3,800 ,000 

on roads. The debt, therefore, wae incurred for works that 

were necessary for the welfare and prosperity of the Province. (2 

FDIANCIAL PROBLEHS OF CONFEDERATIOl\f fl.lJD THEIR SOLUTIOn. 

The debts of the provinces, their systems of 

taxation, and their general financial policies, created 

serious problems for the statesmen who met e .. t Q.uebec, in 1864, 

to determine a bE-sia for the Confederation of the British 

liorth .:':.,merican Colonies. Hi therto each province had been 

supreme within its borders. "Under provincial administration 

revenues hed been collected without raising any question of 

direct or indirect taxation - both methods being open to the 

Legislatures - and without any reference to source other than 

relative availa.bility from either a. productive or po1itice,1 

point of view. In like manner expenditures had been made 

with no distinctions a,s to objects other than those demanded 

by the necessities of the case t and which the available 

revenues permitted. Debts had been contracted s,nd obligations 

(1) Galt: Budg~t of 1862, p. 5. 
(2) Perry: cfP~ ~cit:,;p;·~6. 
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incurred which had to be met by each Province. ~\ihen, therefore t 

the idea was broached. of having a. Union of the Provinces, tt and 

of creating a new and superior governmental authority, "the 

difficult and intensely important question had to be decided 

E.S to the division of powers - the modes of taxation and scope 

of expenditure, the assumption of public properties and of 

Provincial debts." (1) 

In the financial arrangements finally Ir6de by the 

Fa.thers of Confedera.tion, there Vias to be a definite division 

of powers between the provincial sovernmenta, e.nd the newly-

created centrel government. Exclusive furiadiction over 

certain subjects was assigned to the Dominion and to the 

provincial administrations, respectively. The financia.l 

powers of each followed this division of subjects. To the 

Parliament of the Dominion of Canada was assigned the power 

of raising money by "any mode or system of taxation," of 

regulating trade and commerce; of borrowing money on the public 

credit. It was to have full authority over the public debt; 

currency e.nd coinage; and banking. (2) To the legisla.tures 

of the provinces was biven the right of imposing "direct 

taxation within the Province in order to the Raising of a 

Revenue for Irovincia1 Purposestt
; of borrowing money non the 

credit of the Province"; of regulating municipal institutions 

(l) Hon. George E. }'oster: Sketch of Canadien :B~inancial His tory t 
in "Canada: :"n Encyclopaedia.. of the Country,n Vol.B,p.301 

(2) British l~orth America Act, 1867, S 91. 
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in the Erovince; and of issuing "Shop, Sa loon, J..1e.ve rn, 

Auctioneer, and other licenses in order to the raising of a 

rlevenue for Provincial, Local, or t:unicipal Purposes. It (1) 

As a. conse quence, the revenue basis of the provinces we"s 

henceforth limited, while the field of financial operations 

allowed the Dominion, although specific, was very wide. 

By the Bri tish Eorth America Act of 1867, also, 

~ertain property and public works beloneing to the various 

provinces were to be transferred to the new Dominion Govern­

ment, Which was to maintain them. (2) This included titles 

to canals, railwe~s, lighthouses, customs houses, post offices, 

armories, a.nd other public buildings. In acquiring the 

property, and in completing the public works thus transferred, 

the provinces ha.d incurred hea.vy debts. It WE.S, therefore, 

a.greed thelt the Dominion G'overnment should assume the debts 

of the provinces. On Je.nuary 1, 1864, the t of the Province 

of Canada was ~67, 263 t 995; of .1.Tova Scotie.., '24,858 t 547; and of 

New Brunswick, ~5,702,991. (3) The lEtter two bad incurred 

a.dditional enLE·cements, a,nd considering both those of the 

present and of the future, the;y- amounted to a.bout twenty-five 

dollars Ter head of the population. As the per ca pi ts 

ensa6~menta of Quebec were higher, and as ec~u8.1 treatment to 

all provinces was necessary, it was decided that eaoh province 

( 1) Ibid t § 92. 
(2) Ibid, JI08. 
( 3) Conie deration 1)e be.tea t oJ). c it., pp. 65-66. 
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Charge its deb.t to the Dominion accord ing to a fixed rate 

per head of the population. The per capita basis for debt 

allowances was fixed at twenty-five dollars. This entitled 

the Province of Ca,nade. to charge to the Dominion e. debt of 

ttr62,500,OOO; hova ScotiB., ~8,OOO,OOO; and Hew Brunswick, 

tt;7 ,000 ,000. (l) 

At the time of the Quebec Conference the ~ctua1 

debt of the Province of Canada was over ~68,OOO,OOO. A 1e,rge 

part of this had been the result of expenditures for local 

purposes, and it was by making the province assume its local 

liabilities B.nd assets tha.t it was possible to ple.ce its debt 

at the same per capita. rate ~tS those of l~ova ~~cotis. and !few 

Brunswick. -'iihile tile actual debts of the new provinces of 

(uebec and Ontario exceeded the Bmount allowed, those of 

Nova Scotia and Hew Brunswick were smaller. It was therefore 

provided that when the actual debt assumed exceeded the 

allowed debt, the province was to pe.y interest at 5 per cent 

on the excess. But, when the a.ctual debt we.s less tha.n that 

assumed, the Dominion was to pay the interest at 5 per cent. 

on the difference bet\~en the actual and the allowed debts.(2) 

In the finarJ.cial arrangenents of 1867, it was 8.180 

provided that the new provinces, Ontario, Quebec, Nova Scotia, 

and New Brunswick, be allowed to rete,in "all Lands, ==ines, 

r..rinere,ls, and Royalties" within their jurisdiction. (3) 

Cl} B.N.A.Act. 1867, §§112,114,l16. 
(2) Ibid. j116. 
( :3) Ib:.tQ. t j lQ~. 
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This provision was to be importa.nt in its relation to the 

financial independence of the provinces. The nD- tural 

resources were always 8. valuable source of revenue, and 9 

to the present d2.y furnish a l8.rge part of provincial income. 

The British North America. Act tre.nsferred to the 

l:'ederc.l Goverrullent the t·I/VO great sources of revenue - the 

customs 2nd the excise. 1he provincial governments were 

limited to licenses, the revenue from which was comparatively 

small, (ind to direct taxation, which wa.s wholly in the hands 

of the municipelities. As indirect ta.x.ation had been the 

chief source of revenue of the provinces up to 1867, the 

framers of the Confed~r[l.tion pact realized ths,t unless pro­

vision was ma.de to fill the gap cs.used by the prospective 

loss of the revenues, their project for a union of the 

provinces would fail. As provinciD.l direct taxation was 

out of the question, it was decided "that some portions of 

the re source s thus pla ced a t the disposa.l of the General 

Government must in some form or other be 8.vailable to supply 

the hiatus that would otherwise take place between the 

sources of' 10c8.1 revenue s.nd the demands of 10c8.1 expendi ture. n 

( 1) 
Before surrendering to the proposed }:lederal Government the 

exclusive right to indirect taxation, the provinces imposed 

the condi tion ti~t f:rom the revenue 80 collected there be 

(1) Confederation Debates, 01'. cit., p.70 
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returned to them an amount sufficiently large for oarrying 

on their affairs without the neoessity of direct taxation. 

Finally, the principle of an equal subsidy per head of the 

population of each province wes adopted. 

The new Dominion, therefore, not only relieved the 

province s of the ir de bts, but bound i tse If to Im ke "an annual 

Grant in aid of each Province. (1) This grant or subsidy 

consisted of two parts - first, a fixed grant for each province 

for the support of its legislature, and secondly, a per ca.pits 

grant. For the support of their governments and legislatures, 

there was to be paid ~80,OOO to Ontario, ~~70,OOO to Quebeo, 

~60tOOO to Hova Scotia, and ttP50,OOO to Hew Brunswick. (2) 

The per oapi ta. gra.nt was made eque.l to 80 cents per head of 

the population, accordins to the census of 1861. In the C€t.se 

of l{ova tlcotia and l~'ew Brunswick the subsi dy we.s to be edjuste d 

according to each subse~uent decennial census until the popu­

lation of eaoh was 400,000, at which r(~.te the bTant was to 

remain. Beoeuse of the insufficienoy of the revenues of l~ew 

Brunswick, it wes to receive an additional grant of ~63,OOO 

per annum for ten years. (3) :l'his action was ta.ken in 

preference to an incree.se in the subsidies to all the provinaes. 

However, in deviating from the prinCiple of a proportionately 

equal grant to eac,h province, a. precedent was set whereby the 

provinces in later years could demand extra grants from the 

(1' B.E .A.Act, ~ 118. 
(2) Ibid, j'119. 
( 3) Ibid, .§ 119. 
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Dominion Treasury owing to alleged exceptional conditions. 

The granting of the subsidies evoked much discussion 

and opposition. In the formation of new states it had been 

the practice to require the local governrmnts to contribute 

to the support of the central a.uthority, in the event. of 

financial difficulties. Ca.nada WB,S flying in the face of 

all precedent in adopting the reverse polioy. (1) But, 

while the statesL1en of the period realized tha.t the subsidy 

deviated from the principle of public finance which holds 

that the revenue should be collected by the same governrnental 

authority that expends it, they also realized that without 

these gr&.nts Confede ra tion would 1J.e ve eeen impoBsi ble • 

It does not appear that the :Fs.thers of Confederation 

fully appreciated the possible consequences of the subsidy 

system which they set up. ~hey believed, as Geor&~ Brown 

said, fTthat the ~2,630,OOO to be dietributed to the local 

governments from the federal chest is to be in full and final 

extinguishment of all claims hereafter for local purposes; 

and ths.t if this from any cause does not suffice, the local 

governments must supply all deficieLcies from direct tax on 

their own locb.lit.ies." (2) In the years that fOllowed this 

anticipetion we.s not fulfilled. The criticism levelled at 

the subsidy principle by its opponents was to prove more valid. 

Christopher Dunkin we·s not far wrong when he predicted tha.t 

(1) Villard a.nd ;iilloughby, ap.cit., p. 279. 

(2) Confederation Debates, 01'. cit., pp. 92-94. 
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the provincial governments would constantly demand in-

crea.sed subsidies re.ther than irr .. pose more provincial taxes, 

the t "the provincia.l cons ti tuencie 8, legisle ture S 8,nd 

executives will all show a most calf-like appetite for the 

milking of this one most magnificent government cow." (I) 

In opposition to the subsidies, it was e,sserted 

that extrav8L~:·nce would follow a. system vvhich did not re-

quire poli ticel units to furnish the revenue for e· lerge 

part of their outlays; that the subsidies would. delay the 

introduction of dire ct ta.xa tion; and, the t an 8· ssure d 

annual revenue, not provided by the legislature, would 

'lea-ken the principle 0 f gove rnrJ1ent by the pe ople. ]lor over 

thirty years after Confederation the subsidy question W8.S e. 

bone of conterltion between the federal and provincial gov-

ernments. As le.te as 1897 a former l~inister of }iine.nce 

wrote that "the inste,bility of financial conditions as be­

tVleen the :r'ederal and Provincia.l Governments is still fraught 

with great possible de.nger to the success of Confederation. Jt (2) 

Nevertheless, in 1867 the political considerations 

of the moment were paramount, and the provinces entered into 

the Confederation with 8-ll assured a.nnual revenue. For many 

years the subsidies were their main source of income. They 

Vlere Hlso EL leeding :pt:J,rt of the outlays provided for in the 

budgets of the new Dominion of Canada .• 

(1) Confederation Debates, Ope cit., p. 519. 
(2) Foster: Ce.n8,dien iinnnc ie.l History, p. 310. 
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CHAl'TER II 

THE ORGANIZATIOlf OF THE DO:,iIHION FINANCES. 

Revenue a.nd the Customs ~ariff. - Expe ndi ture: Cap i ta,l and 

Ordinary Accounts. - The E8.tional Debt. 

"There is no doubt, thst customs duties must 
form the principal source of our revenue, and if we 
should be obliged to levy two or three millions 8 
year more then we are now dOing, it will be in that 
direction that the I~inister of i:~inance will look in 
all probability for his revenue." 

- Sir Alexander T. Galt (l870) 

The Bri tish l~orth America Act came into effect on 

July 1 t 1867. l]:e first Parliament of the new Do:ninion of 

Canada assembled at Ottawa on i~ovember 7. The duties 

devolving upon it were necesse.rily extensive. It had to 

reduce to practice the new form of goverrLllent which he,d been 

called into existence. It had to assimilate the laws of the 

several provinces, and, in the reelm of finance, pa.rticularly, 

the laws relating to currency, customs, excise, end revenue 

gene I'P .. lly. ~:urthermore, it had to consider the subject of 

western territorisl expansion, end to make arrangements for 

the immedie.te construction of the Intercolonia.l ?e.. ilway. 

i~e taak of organizing the new Dominion's finances 

was entrusted to Alexander Tilloch Galt, the first T~inister 

of ~~inllnae of Canada. "For the most pert, the administrative 

machinery of the old province of Ce,nada. was preserved, but the 

work of adjusting the relations of the Dominion to the old 

provinces end of the new provinces of Ontario and Quebec to 

ea.ch other, in the Llf~tter of debts t property end accounts, 
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was one which called I"Or all his industry e..nd his diplo:-il8cy. n( 1) 

REVENUE AND ~HE CUSTOIJS TARLFP 

The customs tariff was one of the ee.rly problems 

which f~ced Parliament, since it was inevitably destined to be 

the most importaDt source of revenue. Even in England, in 

1871, Bobert Lowe, the Chence110r of the Exchequer, said that 

"it VJould be far better for the interest of the working cle,sses 

themselves that they should continue to pay a moderate rate 

of duty on the quasi-necessaries of life, "than that direct 

taxation, beyond certs.in limits, be permitted to drive capital 

out of the country. (2) 

In e ssimilatins the customs duties of the different 

provinces, Parliament was not only called upon to discuss the 

re spective meri ts of dire ct and indirect taxa tion, but el so to 

reconcile their differences of opinion with respect to pro-

tection and free trade. ]linal1y, the si ight1y mod ified tariff 

of the old Province of Canada was accepted, le.rgely as intro­

duced by Gait on the eve of Confederation. In its main 

fe.s tures , it endured until 1879. "The rate of duties on the 

great bulk of ma.nufactured articles was reduced from t"\'Jenty 

and t~enty-five to fifteen per cent. '~jhe du ty on tea and the 

customs and excise duties on spirits were increased. :J'.I1.U-

factures Vlere encourat;ed by reductions in duty on semi-

manufactured iron, e.nd by the addition of ce:ct8,in manufacturers' 

(1) Skelton: Life and Times of G81t, p. 418. 
(2) Stephen l)owell: A History of 'raxation £ind Te.xes in 

England. {London, lsssl Vol. 2, pp.396-397. 
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materials to the already long free list •.•.. On the whole, 

in sp~te of the freer trade tendencies of ~he revision, the 

tariff reIllf:.ined distinctly protectionist in effect, thouGh, 

a.s compared with later developments, the range of &.rticles 

covered wes limited, the schedules simple, and the rctes low."(l) 

The controversy over free Trade and protection in 

Canada had its counterpart in the United ~~t8.tes. The western 

states protested against the high tariff imposed during the 

Civil Y~r for purposes of revenue. A commission reco~~ended 

the retention of taxes on realized wealth, e"nd dwelt upon tL.e 

advantaGe of freedom in trade. However, as n L12.ny protectionists 

easily arrived at the conviction that war rates on imports made 

a. co od pe rmane n t pea ce po 1 i cy ," the Un i t e d f) tg te s be b"8·n its 

post-Civil ,ie.r history with a high protective te~riff.(2) But 

the principle of protection as a definite public policy wes not 

of:t'icially accepted until the :~cLinley Tariff of 1891. At,s in 

Canada, before the L;-e, tional Policy, pro te ction was accepted 

only as a policy of expediency. 

In the first session of F-arlis.ment there was also 

passed a btamp 7ax which imposed a tax on promissory notes, 

drcfts, and bills of exchnnt;e, at the rE~te of one cent for 

twenty-five dollars, two cents for fifty, and three cents for 

every hundred dollars. The Inland Hevenue or ~xcise £ill, 

adopted in this session, did not differ materially from that 

(1) O.D.Skelton: General Economic History of the Dominion, 
(1867-l912}, pp. 134-135. 

( 2) De Vie y , 0 p • c it., P • 393. 
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of the old ?rovince of Cerillda. 

In addition to authorizinG loans for general 

purposes and for the Interco1onial r~,ilwe .. y, Eerliament 

authorized two other methods of raising money. The first 

was through the establishment of post office sevings banks. 

In taking over the Government sa.vings be.nks of 1Jovs, Scotifl 

and Hew BrlU1swick, the Dominion government continued this 

system and established a general Post Office ~)avings Banl~ 

throughout Cs,ne.da. By this means funds could be obtained 

which constl tuted H loe~n from the public at e moderate re.te 

of interest. In addition, insure.nce· comps.nies were -re{~uired 

to make deposits in CB,sh or in prescribed securities, for 

the safety of the public. 'lhis furnished a le.rge e.nd more 

or less permanent market for Ca.ne.die.n GovernI.1ent securities. (1) 

The first r~'orli[;.Jlent of Cc-]Xlfida thus provided tha.t 

the bulk of the revenue of the i;o~:inion we.s to be reised 

chiefly from two l:inds of indirect te.zc .. tion; the Cus toms 

tariff, a.iming to produce the revenue required, and. to ~fford 

a certain protection to Ce.nadie.n industries; [~.nd the Excire on 

tobacco end liquors, "imposed. wi th 8. view to ensure the larb--est 

possible revenue .. the. maximum Tc.te levied being regulo.ted by 

the corlsideration of possible danger in passing the productive 

lini t. n (2) 

Another, e,nd less important, source of revenue was 

(1) J.l·;:.Courtenay and Adem Shortt: Donlinion Finance, 1867-1912 
in nCanada and its Provinces,tT Vol. 7, pp. 482 -84. 

(2) Foster: Cane.dian ]iinancia.l History I p. 305. 
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to be that from Earnings, illustrated by the revenue from 

the Post Office. Other tevenue-earners were railways, canals 

public works, Dominion lar.Lds, and interest-bearing investments. 

The expense of operating these, however, exceeded the revenue 

obtained. 

EXPEl,:DI TlJRE : C.AP ITAL i·J~D -.:~(S-rv"EBUE ACeG UNTS • 

Following the practice of Great Britain, Canada 

e sta blished a Consolida.ted Revenue Fund coneti tu ted of 

nall public moneys and revenue over which the Parliament of 

Canads. has the power of appropriation. It (1) Dep~l rting from 

the practice of Great Britain, expenditure was grouped under 

two hee.ds - Consolidated Fund Account and Ca-pitHl Account. 

'j2his c~ttempted distinction between capite-l and ordi!18,ry ex­

penditures became, and has reLiHined, one of the outstanding 

pecule.rities of the Cs,nadie"n budgetary system. 

"In Britain, ufter the delivery of the annual 

budget speech, the cuestion whether the national treasury is 

in the enjoyment of a. surplus or is weighted with ~l deficit, 

is never a subject of debate. ~here the national book-keeping 

is conducted on such plain and sound principles that everyone 

knows at once whether the revenue for the yeer has balanced 

the expenditures and whether in consequence certain taxes may 

be lessened or remitted, or whether it is necessary to levy 

additional taxes, or float a. l'Jan, to meet the financia.l needs 

(1) Villard and ','Jilloughby, Ope cit., p. 49. 
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of the year. In Cana.da, hQ'\\lever , it is commonly the curious 

privilege of tLe I.:inister of ],in~lnce to con€s'TH tule te the 

country on having a surplus of revenue over expenditure, 8,nd 

his dise~gree8. bIe duty to ask pe.rlie"ment to authorize the 

;overnment to pIe. ce a neVl loan on the Bri tish Ilv3,r}:e t in orde r 

to provide for the exceptional expenditures Which the enter­

prise, progress B.nd prosperity of the country demand. If 

the ordinary revenue and expenditure of the Dominion were 

fairly uniform in amount and similar in che.racter, and if the 

purposes for ~mich 10[<n8 are effected were of an exceptional 

character and rarely occurring, the system might commend 

itself to the intellieence of the ordinar.y citizen. But, 

since the expenditure on what is called capital account ia 

as customary a,nd continuous as many other forms of ne.tioTlcl.l 

expenditure, end since there is endless dispute t~8: to wha.t is 

and whet is not properly to be considered capital expenditure t 

the time-honoured systef~ of presentint; to the people of' CEnada 

their annual financ iel steternent and public accounts is 

sCE,reely conducive to a clear underste.nding of the :f1.2tters in 

que stion. It is obviously discouragini;' to eny we Il-mes.nt 

effort on the pert of the people to underste.nd the national 

finances to find that e~fter the annual financia.l stD. tement is 

made, it is almost invariably e.ttacked on the ground that it 

is c.uite erroneous and mislee.ding. G~uite irrespective of 

the party in power, members of the opposition proueed to 

demonstrete with statistical evidence t apparently as convincing 
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as that of the government, that the country is burdened 

with a deficit instead of enjoying a surplus, and that the 

outlook for the future is altogether of e different com­

plexion from that presented by the government. ~hese and 

other stra.nge pl1enomena in connection wi th Ct1.nadian fine.nces ••• 

were introduced B.t Confederation, and can only be understood 

through the aid of a c1ee .. r appreci8.tion of the system 0)1' 

finances established for the Dominion at th.8.t time. tJ (1) 

Wil1iam Stevens Fielding, for many years T{inister 

of 2~inanae of Canada, justified the distinction drawn between 

capitel and ordinary expenditures in the financis .. l system. 

If The Illftn who rents a house t n he:. sa.id, ll;a.ys his rental from 

year to year. Re knows thB.t he must provide for it in tha.t. 

wey. But, if he buys the house he does not have to provide 

in the same way; it is ~, special disbursement; and he opens' 

a capital eccount. That homely i11ustre,tion of wha.t e. man 

will do in his private affairs explains exactly what the 

nation has to do in its greater affairs." It will justly 

charge to capital account all great public works of a speciel 

and permanent oharacter. (2) But, Fielding omitted to mention 

that while an attempt was made to distinguish 'between ordinary 

or Consolidated Fund expenditures s,nd Capite,l expenditures, 

no consistent or logical line was drawn between these two 

(1) Courtenay 11,nd Shortt, op. ci t., pp. 471-472. errote the,t the 
system here described merely continued the financiel system 
of the old Province' of Canada. 

(2) House of Commons Debates, Canada, 1905, Vol. 6, p.8891 
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acoounts. The o:pportuni ty of juggling with tlle :publio 

accounts. end thereby concealing the actual state of the 

national finances was thus afforded. 

By statute, there v~s to be charged against the 

Consolidated ]"und., the ordinary yearly services of the country. 

1hese may be divided into two classes: first, Bubsidies and 

allowances to the provinces which these may dispose of with­

out Feder.al interference. and, secondly, expenditures 

entirely administered by the Dominion Government. The latter 

include the che.rges on the public debt and the sinking fund; 

oollection of revenue. which includes the cost of administer­

ing the various revenue-collecting departments. such 8S the 

customs, excise, post office, rf"ilwe,ys and cena.ls, public 

works, and Dominion le"nds; and, miscella.neous expenditure, 

incl uding the administra tion of justice, s.gricul ture, 

immigration, oivil government, legislation, and other se~-

vices. (1·) If the Consolidated Revenue E'und is more than 

sufficient to meet the cost of these services, there is a 

surplus which goes to Capital !.ccount, and which either 

supplements the capital expenditures or reduces the public 

debt. If the surplus is more than absorbed by these capital 

expenditures and the debt increases, then it is a fictitious 

surplus, when all the finances of the year are considered. 

It results in no reduction of taxation, but helps reduce the 

deficit on capital expenditure by paying for a portion of the 

cost of certain public works. fhat portion, however, which 

(1) Foster: Ce.nadian E'inancial History, pp. 305-306. 
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is not paid Ior out of this surplus revenue, is added to 

the national debt. Hence 8 surplus on Consolidated 1:'und 

Account, in not taking into consideration the capita.l 

expendit.ures of the yee.r t has often disguised s.n actual 

deficit. But a deficit on Consolidated Fund, 2S it rnuet 

be met by Capital loans, still further increases the debt. 

T'o Capital Account e,re debited, by special enact­

ments, or in the supply bill, extraordinary services too 

expensive to be met out of the ordina.ry revenue, s.nd for 

which the money must be borrowed. ~he difficul ty ha.s been 

tha. t the originB.l distinction be tween ordina.ry and extra­

ordinary receipts and ex~enditures has not al\~ys been main-

tained. Permanent and exceptional structures have been 

charged to current revenue, and ordinary expenses, such as 

salaries, have been charged to capital. i',;iinisters of 

lPinance would differ in their views, "It is even found tha.t 

the same Linister of E'inance, when his annual revenue was low, 

charged certain items to capital account; whereas, when the 

revenue W8.S flourishing the same or simile,r items were che,rged 

to annual revenue." (1) 

Sir George Eulae :F'oster, e. former l,:ini ste r of 

]linance, has thus summarized the effects of the Cane,die.n 

fi:nc .. nciel policy: "The terms, surplus e,nd deficit, are there­

fore technical terms e.nd do not as to the first show that 

(1) Courtenay and Shortt, op. cit., p.499. 
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in the year's total tr2.nsactions there h[l.S been anything to 

the credit of the country, nor as to the second that the sum 

indicated 8.S deficit is the total amount to go to the debit 

of the country for the year's trEnsactions. ~o know the 

exact outcome for the year one must have ret;2.rd to ell the 

expenditures as compared to the tote.l revenue - the b(?·in or loss 

the credit or debit, will then show the result of the yee.r's 

operations. JudtS--ed by thet sta.ndard Cana.da has hed but two 

surpluses since Confederation (1) - in the years 1871 end 

1882, in which the de bt was diminishe d by trr~503, 224 B.nd 

t 1,734,129, respectively." (2) 

THE IJATIOl~AL DEBT 

The founde tions of the ne .. tional de bt of Cnnade. 

were leid in 18G7, when, with Confederation, the ~ominion 

cor:ll~lenced, B.nd the provinces recommenced their fi118ncie.l 

The j)ominion de bt be bG.n wi th the 8.ssumption of 

the provinc iel de bts, exce pt some );10 t 500,000 of the inde bt-

edness of the Province of CEnada. (3) As a result of the 

arranGements of 1867, the debt of Ce.nc1.da, for purposes of 

comparison, must be d'ivided between that contracted by the 

provinces up to Confederetion, e.nd that added since 1867 for 

works and expenditures underta.ken and completed by the 

~'ederal government. (4) 

(1) Foster wrote in 1897. 
( 2) ]'oster: Canad ie,n ~ine,nc ig 1 History, p. Z06. 
(3) See p. 18 supra. 
(4) ~Ioster: Ce.nB.dian .c'ine.nciB1 History, p. 302. 
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In the Public Accounts there is a division of 

the public debt into Gross 8,nd i':et Debt. The former includes 

the loans contrected in Ce,n&da a.nd elsewhere; the deposi ts in 

the Government Savings Ba,nks, the Dominion l~ote circulation, 

and the sale or issue of CDn2dian stock, vlhich are r(;ally 

loa.ns from the Canadif~n people; the trust funds; balances 

due to the provinces; end miscellaneous and banking 8.ccounts. 

~he Het Debt deducts the value of the country's assets or in­

vestments from the Gross Debt. ~hese assets include loans to 

public works, cash and bank accounts, eund interest'-bearing invest­

ments. All public works built wholly or in pe,rt with govern­

ment funds are excluded. 

On July 1, 1867, the Gross de bt of Ce,!l8,da was 

y93 ,046 ,051; the ne t de bt was 4,:;75 t 728,641; Bnd the net re, te 

of interest on the debt was 5.41 per cent.(l) Following 

Confederation the indebtedness of the new DOlninion rose 

rapidly. 

(1) Public Accounts, Ce.n~.da, 1894, pp. L1:X-XYuXI 
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CHAPTER lIT 

THE IHITIAL PERIOD, 1867-73 

Rose's Budg~tB, 1868-69 

Tilley's Budget, 1873 

Hincks' Budgets., 1870-72 

Dominion 1-'inB,nce, 1867-73. 

nr may say, that r~s~ng from the consider­
ation of the past five yee.rs, 'no i:le,tter how we 
view it, whether in a. comrnercial aspect ••.••• 
or with respect to the financio.l condition of 
the Dominion •••••• I rise from the enquiry 
feeling the greatest possible encourab'elnent, not 
only with re~rd to· the past, but \Vi th rege.rd 
to the present and with re~rd to the future." 

- Hon. S.Leonard Tilley (1873) 

Confederation W~JS ushered in at eo period of 

temporpry economic depression. England was still feeling 

the effects of the Overend-Gurney panic of 1866. In the 

United States the optimism and activity which followed the 

close of the Civil Har" ha.d temporarily ceased. In Canada 

the readjustment necessitated by the abrogation of the 

~eciprocity ~reaty of 1864 had not yet been completed. The 

Bud~ets of the first two years after Confederetion showed 

the effects of this depression. 

THE BUDGET OF 1868 - JOHN HOSE 
" -

GaIt had been named 1:rinister of l'inance in the 

first Dominion (;~~.binet, but it was not his lot to deliver 

a. Budget speeoh. Becauee of criticism in connection wi th 

the failure of the Commercial Bank, B,nd for other reasons 

never fully eXplained, he resigned his portfolio in November, 

1867, and was sucoeeded by Jor..n ~;~ose, a former 801ici tor­

General of Lower Cane.dB.. 
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On December 7~ Rose delivered a preliminary 

financial statement (1) in the House of Commons, presenting 

estime,tes for the current year, 1867-68. He announced the 

intention to create a Dominion Stock for investment by corpor-

a.tions, trustees a.nd others, which, with the ss,le of termin-

able annuities, the extension of the principle of Savings 

Banks, the issuance of exchequer bills, and the deposits of 

insure·nee companie s, would be a source of revenue, and would 

make possible the liquida.tion of the floating debt. In the 

course of the deb~tte, Alexander L1.orris, i.I.P., lallded this 

policy "as the ini ti8.1 step towa.rds pls.c ing a larger portion 

of our debt in a position of being borrowed from home sources, 

the interest on which, instead of going to other countries, 

would pass into the hands of our own people. n (2) It was 

many yer.rs, however, before the Cane.dian debt was to be 

largely in Canadian hands. 

The first Budget speech (3) of the Dominion was 

delivered by nose on April 28, 1868. For the first year of 

COnIederEtion, 1867-68, he estimated e. surplus of w374,l40, 

and for the following year, one of ~rl ,071 t 839, based on e,n 

estims. te d expend i ture of \~14 ,042,161. 

The l<inister showed thB,t the balance of floa.ting 

debt had been reduced from ~3,300,OOO in December, 1867, to 

~lt708,776 in April, 1868, by the negoti8.tion of Dominion 

(1) "Ii!ontreal 'Weekly :;iitness", ~·ri. Dec. 20, 1867, pp.404-405. 
(2) Ibid, p. 410. 
(3) Hon. John ~ose: Budget ~peech of 1868. 
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stock in Ca.nada, and by the sale in London of Eova Scotia. 

securities, issued on the credit of the Dominion end, therefore, 

formin6 part of the latter's debt. With reGsrd to this trans-

action, Rose decla,red that tfthe first fine.ncis.l operation of 

the Dominion in ~nb18nd was carried out ss.tisfD.c torily fOT the 

interests of the public." (1) 

In discussing g ne ce ssery C2 pi tE~l expe ndi ture of 

ove r ~4, 000,000 on ra. il WdYS, cE,nals and publ ic works, the 

i:inister advoc2.ted a policy ol' retrencmIlent. At the same 

time he stressed the :tEct tLenTI e.hout 70 'oer cent of the en-.... 

tire Doninion outlay consisted of fixed cha.rges. Certs.in 

items, such as the interest on the public debt, the subsidies 

to the provinces, seigniorial payments, amounts pa:7[~ble to 

the India.n iiund, the sums paid for lIhe me.intena .. nce of public 

works - these, and others, were not susceptible of reduction, 

e.ud they constituted E-oout nine and one £lglf million dollars 

of the total ordinary expenditure of over fourteen millions. 

Rose emphasized the need of proceeding with the 

construction of the Intercoloniel Rc.ilwey, as Confederation 

would hnve been impossible without it. S:he erection of 

fortifications we .. s 8.lso necessery t since Cana.da intende d to 

share in her ovm defence with Great Britain. It was hoped 

ths.t the increase in wee 1 th and in popula tion, and the ex-

tension of trade, would :permit an increa.se in revenue suffic-

ient to meet the new charges vvi thout imposing new tax burdens. 

(1) Budget of 1868, p. 7. 
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~eFinanae 1!1nister cited figures to illustrate the great· 

inarease· in Canada I B trade t and reminde d the House tha tit 

wae only lately that anything exceptagricul tural and like 

products bega.n to 'be exported. He den1e d t.ha t Cana.da was 

groaning under e.. heavy load of debt and taxation, or that 

she was in an unfavourable condition when comp~red with 

other aountries.While the debt was $1.12~ per head, nit 

is to be remembered also toot for the debt whioh we ha.ve 

inourred we have e. great deal to show. We have perhaps' the 

best oanal system in the world. We have our railways, and 

important public works for every dollar of the deb.t which we 

have incurred. Some of these works nay not t perhaps', yield 

us a direot return for the outla.y; but they do indireotly. 

and the people receive collateral advanta.b~e in return for a 

very large proportion of the debt whioh they have inourred."Cl) 

ROBe proceeded to oompare the relatively high per oapita debt 

of the Australian Colonies with that of Canad&; a favourite 

but'unjuet oomparison in the early days of Confederation. 

!he position of the Auetrlian Colonies was abnormal. With 

small populations they had made very heavy investments in 

railways construc'ted with a view to the future re. ther than 

to the presenti The position of Canada was not al'lalogoua. 

In annoUllo1ng proposed ohanges in taxat.ion, Rose 

showed the results of the PQ11 tical difficulties which had 

preceded Confedera.tion. Re stated the polioy of the Government 

. (1) Budget of 1868, p.28. 
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ae follows: aI need soaroe17 say that it is of the last 

importanoe to the oredi t of the Dominion that we should not 

start with anything like a deficiency in the public ex-

chequer. There mu~t be an end to the 'deficiene.ies which 

eXisted in the Frovince of Canada years ago •••••• Another, 

and a powerful c.nnsideration. \vhich guides t.he policy of the 

Government is this: We feel that the duty of the present 

hour is to consolidate the Union, to avoid all obrolges which 

are not of pressing necessity. We feel tha.t every new 

measure of taxation is liable to be misrepresented and mis­

understood in Nova Scoti8, and that until the Union is firmly 

established, until those who are not yet entirely reconciled 

to it have become BO, our policy ought to. be one Qf forbearanae 

and conciliation towards them. u (1) 

!he Government proposed to mIte as faw ohanges in 

the tariff as was possible, and those the. t were IIW,de had in 

v1ew the conciliat.ion of Nova' Scotia. While "the unwise end 

restricted legislation adopted by our neighbours on the other 

side of the line," (2) was having harmful effeats on Canada, 

it was not proposed to take retaliatory measure·s. Canadian 

maD1liaat.u.rera were prospering "w1 thout any of the hot-bed 

fostering of pr.otective tariff., but eolelyby the skill and 

energy and industr,y of our population." (3) The tariff ohanges 

reduced taxation bY' aboliab.~ the duties on f1.our, mea.l t grain, 

and breadstugf'e of all kinds. to the great se.t1sfaotion of Hova 

Scotia. The duty on molasses was reduoed, and the sugar 

(1) Budget of 1868, p. 15 
(2) Ibid, p. 15 
(Z) Ib14, p.26 
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duties were revised to stim~ate the trade with the West 

Indies. ilinor cha.nges included the imposition of a five 

per cent duty on articles of partly manufactured iron, such 

as tinned end rolled plate. 

THE BVDGET OF 1869 - JOHN ROSE 

In his second Budget speech, (1) delivered on 

TIay 7,1869, Rose announced that the total Consolidated Fund 

receipts of the first financial year of the Dominion, 1867-68, 

had been i;i13, 687 ,928, of which the Cust oms contri buted 

~8,578,380, and the Excise, y3,002,588. ~he receipts were 

~373,OOO less than the estimate, owing to stagnation in 

trade. The orainary expenditure was ~13,486,092, of which 

the main item was the interest on the public debt, amounting 

to ~4,501,568. (2) ~he surplus was ~201,835.53 

During the year the capitel expenditure amounted 

to ¥548,437, including y455,249 for the Intercolonial Railway. 

The net increase in the debt was ~28,493.37, (3) fhe surplus 

WdS, therefore, only nominal. frhe lIinister anticipated sur-

pluses of '1t274,000 and ,~(·f.46 ,000, for the current yec.r, and 

for 1869-70, respectively. 

In 1869 ~'~ose floa.ted an Intercol:)nial Railway Loan 

on the London marJ.:et, emoUllting to f 2,000,000. Of this 

€ 1,500,000 was guaranteed by the E.ri tish Government, and the 

interest rate thereon was 4 per cent. On the remaining 

(l)"I';lontreal Weekly \Vitness", l\:a.y 14, 1869, p.153. 
(2) Public kccounts, 1894, pp. LI-LVIII. 
(3) Ibid t p. LXL~. 
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L 500,000 it was 5 per cent. '!.he loan had been raised 

entirely for the construction of the Intercolonial, but Rose 

was using the bulk of it to payoff floating liabilities, and 

to meet some current expenses. "Nhile the I\[inister tried to 

justify himself, in his Budget speech, by showing the saving 

he had effected in reducing the floating debt, it a~peared 

that there was bad faith in the transaction. 'fhe disposition 

of the loan was not in accord with the original purpose. 

Although the Budget speech of 1869 proposed no new 

taxes, nor any changes in the tariff, it for the first time 

suggested the possibility of a Nationa.l Policy of protection. 

In addressing himself to the United ~tates, particularly, 

Rose said: (,fWe ha.ve allowed your coa.l to come in free, 

though you char~e a heavy duty on ours. \1e allow your flour, 

grain, hops and salt, and other articles to be free, While 

you not only do not reciprocate, but you specially diBcrimin-

a.te a~;fi.inst our millers by charging more on flour tha.n on 

srEin. lhis state of ~hingst' we might fairly add, 'has gone 

on for three or four years, but you must understand it cannot 

continue. 'i'he time may so on come whe n we may re quire to 

have a national policy of our own, no matter whether that 

national policy may sin against tnis or that theory of 

political economy. i'or we must be guided chiefly, if not 

solely, by considerations affecting ourselves, and we may 

have to consult our self-interest without consideration for 

others'.n (1) 

(l) Canada: Parliamentary Debates, 1870, p 940 - quoted by 
Sir .t'rancis Hincks. 
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THE BUDGET OF 1870 - SIR FllilNCIS HINCKS 

In 1869 John Rose retired from the Cabinet to 

accept a post as partner in a financial house in London. 

He \~~S succeeded by Sir Francis Hincks, once Prime ~£inister 

of the old Province of Canada. The latter entered upon his 

new task at e very fortul~te period. fhe depression of the 

previous two years was at an end. It gave place to the hectic 

prosperity of the years 1869-73 - a period of prosperity and 

2;rowth in which Canada shared modestly with Great Britain, the 

United States, and Germany. ~he recovery from the blow re­

ceived by the abrogation of the ~~ecipr,)city 'ireaty was rapid. 

In his first Budget speech, (1) April 7, 1870, 

Sir :trancis Hincks said that the country was in a state of 

prosperity and was not suffering from excessive taxation. 

He announced that the revenue of the year 1868-69 had been 

·,i13 , 934,057, and the expend i ture, ~~13, 973,408, leaving a 

deficit of ~39,350. However, he added the premirun on the 

Intercolonia1 ~ai1way Loan of 1869 to the receipts, ar~ 

claimed a surplus of 1~34l ,090. il'he Opposi tion challenged 

this surplus on the ground that it was obtained by charging 

ordinar;7 expenditures to capi tEl account. 

rfhe cepi tal expendi ture of 1868-69 was ~-440 ,418 t 

divided between the Intercolonia,l and cere1s. 1'he increase 

in the net debt was ~102,184. (2) 

before announcing tariff changes, Hincks compared 

(1) Parliamentary Debates, pp.916-940. 
(2) Public .:.ccounts, 1894, p. LXIX. 
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the per capita debt and taxation of Cana.da, Great Britain, 

and the United States, to prove how lightly Canadians were 

taxed. But Alexander IEackenzie, the leader of the Opposi-

tion, challenged such a comparison on the ground of the 

difference in the wealth of the people. He contrasted the 

large portion of realizable wealth in ~ngland with that in 

Canada. 

The Budget speech of 1870 proposed very importa.nt 

chanGes in the tariff. The l:inister justified the changes 

because of the need of revenue, and added the curious state-

ment that: nIt is some console,tion to find that there has 

been a very general expression of opinion from all parts of 

the country that ta:xation ought to be increased. 1. em 

bound to say that it is not often that a ~"inance ~=inister is 

placed in the position of being besieged from all parts of 

the country with demands to increase ts.xution. rT (1) To 

obtain the additional revenue, Hincks imposed a duty of 

fifty cents a ton on coal and coke; four cents a bushel on 

wheat; three cents a bushel on coarse grains; twenty-five 

cents a barrel on wheat and rye flour; fifteen cents a 

barrel on Indian meal and oatmeal; and five cents a bushel 

on sa.lt. ~ll of these articles had hitherto been admit~ed 

free of duty. In the tariff resolution on salt, a clause 

was e.dded to the effect that "salt from the United ..::..ingdom 

and the British 'os se ssions, shall be free. tf (2) 'this 

clause is noteworthy as "the first instance since CarBda secured 

(1) Earliamentary Debates, 1870, p. 918. 
(2) Ibid, p. 931. 
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her fiscal independence in 1846 of a direct preterence in 

a Canadian ta.riff for British impor1is •••• 'i (1) 

Other proposed changed included the imposition of 

a duty of five cents a pound on hops, of ten per cent on 

fruits and vegetables, and an increase of five per cent on 

~11 existing duties. ~lhese increases were proposed in the 

SB.me year that the United StE.tes bega.n reductions in its 

tariff. ~he Act of Congress of July 14, 1870, reduced the 

duties on various articles, including tea, coffee, e,nd pig-

iron.(2) In England, also, the Chancellor of the Exchequer, 

in the Budget of 1870, reduced the sugar duties by one-half, 

and took a penny off the income tax. (3) 

The tariff of 1870 was the first attempt by the 

Dominion Parliament to afford protection to abTiculture. 

Hinoks said that it was not protectionist because nit is 

perfectly clear that the tarii'f as a v.rhole ie strictly a 

revenue tariff, and as such I hope it will receive the 

SUP:90rt of the House. 1t (4) lievertheless, I.~cdonald and 

1upper oonstantly referred to the new tar-iff as 8. Fationa1 

:Policy, and it may be called the first Na.tional Policy a.fter 

Confederation - the policy suggested by Eose in his last 

Budget speech. 

In the course of the debate on the proposed 

resolutions it was brought out that they eimed to be as much 

retaliatory as protective • :iany article s had for some yea.rs 
... 

Cl} E. Porritt: Sixty years of Protection in Canads, 1846-1907, 
(2) Dewey, op.cit., p. 397. p. 270. 
( 4) ParI iamen ts.ry De bate s, 1870, p. 940. 
(3) Rees, OPe cit., p. 147. 
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been retained on the free list pending negotiations for a 

renewal of reciprocity with the United States. In view of 

the failure of these negotiations, it we.s believed by some 

that retaliation aG~inst the United States tariff might 

force a change of attitude in the latter country either in 

favour of reciprocity, or of the reduction of duties on coal 

and other Canadian products. li'hu8 Sir John A. l:~e.cdonald 

thought it humiliating to wait any longer for reciprocity, 

after the rebuffs that had been received. Re stated that 

"we must have a Canadian or no Canadian policy ••••• He 

believed it was of the very greatest importance that the 

people on the other side of the line should know that we 

adopt a line of our own, and that if there were tariffs on 

the one side of the line, we could have tariffs on the other 

side ••••• He belie-ved we should decide upon end ce,rry out a 

policy of our own, irrespective of consequences; and thought 

if we did not, the United States would play with us as they 
» 

had played with us since 1864.(1) At this time, however, 

i~cdona1d's entire conception of a Na.tional Policy was em-

bodied in the tariff of 1870. 

Hinoks' proposals met with vigorous opposition. 

Sir Alexander GaIt, the formel" Liinister of :Finance, and now 

an independent member of Pa.rliament, stron[;l~;' objected to a 

policy of retaliation, although he had himself imposed pro­

tective duties on flour and wheat in the Old Province of 

(1) Parliamentary ~ebates, 1870, pp. 1202-03. 
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Canada. He favoured e tariff for revenue only and stated 

that a policy of retaliation is "hostile to the best interests 

of this country, and calculated to produce results disastrous 

to our future prospects." (1) The great bulk of the produce 

of Canada ~ust seek foreign markets, and any restraint on the 

export trade y;ould embarrass the country. Also, the tariff 

could not achieve the two aims - the increase of inter-

provincial trade and the production of revenue. If it pro­

duced the one it could not produce the other. Hence "the 

great interests of this country can only be promoted by the 

most unrestricted intercourse with foreign countries." (2) 

The tariff was also attacked as a deviation from 

the policy of the Empire. bS a result of pressure, Hincks 

arillounced in the House of CODmons, at three o'clook on 

April 26, 1870, that he had agreed not to impose the duties.(3) 

To the astonishment vf the House and of the country, at eight 

o'clock of the same day he again reversed his deoision, and 

the duties v/ere re tained. (4) :i'he :Cudge t wa·s passed as it 

had been introduced. 

(1) Ibid, p. 560. 
(2) Ibid, p. 560. 
(3) Ibid, p.1192. 
(4) Ibid~ 1'.1198. 
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THE BUDGET OF 1871 - SIR FRANCIS HINCKS. 

Sir Francis Hincks' second Budget speech, (1) 

I.I~rch 10, 1971, reflected the prosperi ty which Canada was 

enjoying. It was a period of one of the greatest trade 

booms of the century. The Chancellor of the Exchequer 

wa.s able to announce a surplus of f 6,569,500 for Great 

Eritain in 1870, (2) and in the same year the surplus in 

the United States ~reasury stood at ~l02.300,OOO, as com­

pared wi th ~i36, 000,000 in 1869. (3) }:Ior Canada, Hincks 

announced a surplus of ~1,166t7l6. He had estimated the 

ordioo.ry revenue at '1f14,650,OOO: the ectusl revenue was 

~;15 ,512,225. The Customs and ~xcise each yielded almost 

one million dollars more than in the previous year. The 

expenditure on Consolidated Fund Account was ~14,345,509. 

Capit~l expenditure in 1869-70 reached a total 

of ~3t51E,ll6, of which ';'1,821,887 was necessitated by the 

acquisi tion of the Uorth-' .. -e et from the Hudson I s Bay Company. 

The remainder was spent almost entirely on the Intercolonial 

rtailway. ~he net increase in the debt wa.s 'iJ2,350:,.423 - more 

than double the surplus. (4) ifhe admission of I =ani tobs. into 

the Union, in 1870, was expected to increase the expenditures 

of the current year, 1870-71. 

'q'jhile in Gres. t Britain the financial sur-01us was 
.Le 

used for the reduction of taxation, in Canada Hincks 

(1) Ibid, 1871, pp. 374-388. 
(2) The Statesman's Year Book, 1881, p.214. 
(3) Dewey, OPe cit., p. 401. 
(4) Public Accounts, 1894, p. LXIX. 
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announced that no changes would be made. He maintained 

that the existing system was not burdensome. Furthermore, 

large expenditures would before long be incurred in the con­

struction of great public works which would require the 

floata.tion of loans. It was desira-ble to ma.intain the 

revenue as it was, so that the credit of the country might 

be increased and the loans floated on favourable terms. 

While continued demands were made for the repeal 

of the duties, imposed in 1870, on coal, wheat, and flour, 

Hincks refused to make any changes in the tariff, in view of 

the pending negotiations at the \~ashington Conference, where 

comraerciel relations and customs dutie s would be discussed. 

However, to aid Canadian manufactures it was proposed to ask 

?arliament to empower the Governor-Genera.l~in-Council to add 

to the free list articles used as materials in Canadian manu­

factures, and to admit free of duty any machinery not manu­

fac tured in Ca.nE.da. 

~he debate on the Eudset was mainly concerned with 

the increased expend i ture since Confedere tion. GaIt moved 

an amend~ent (l) to the effect that the rapid increase in the 

ordinary expenses of government was excessive, and tha.t grave 

evils would result unless more strict economy were practiced. 

~ichard Cart\~ight urged that prosperity was no justification 

for plunGing into heavy liabilities Which would prove burden-

some in the event of a depression. He werned the ~overr~nt 

(1) Parliamentary Debates, 1871, p. 403. 
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that it fthad no right to calculate on an uninterrupted 

succession of prosperity." (1) Hincks defended the ex-

pendi tures on the ground tha.t tlley were not incurred for war ~ 

but for public improvements necessary for the material pros-

perity of the country. 

defeated. 

In the end, Gal t I S amendment wa.s 

During the Budget debate the Opposition had un­

successfully advocated the abolition of the duties of 1870. 

The only promise made by the Government was the statement of 

Leonard Tilly, ~=inister of Customs, that whenever the United_ 

States removed the duty on one or all of these artiales, the 

Canadian Government would promptly respond. (2) However, 

their unpopularity brought about their repeal in 1~rch,1871. 

During Sir John 1,.Ia.cdonald IS a.bsence in Wpshin6ton, a.n 

Opposition motion, with the aid of Government supporters, 

repealed the duty on coal, COke, wheat, and flour. A 

Government motion removed the other duties. An amendIllent 

urging their retention pending the negotiations at Via.shington 

was overwhelmingly defeated. Its opponents included Hincks, 

~upper, Cartier, and 'lilley.(3) Thus, less than a year after 

its birth, ended the first instalment of the National Policy. 

(1) Ibid, p. 410. 
(2) Parlianentary Debates,- 1871, p.409. 
(3) Ske1ton: General bconomic Histor,y, p. 147. 
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THE BUDGET OP .1872 - 813 l:l::'_~~lJCIS HIHCKS 

The fiscal year 1870-71 was the most successful 

that Caneda had yet enjoyed. In his third Budget speech, (1) 

delivered on April 30, 1872, Sir ~\rancis Hincks announced a. 

surplus on Consolidated }~und of trij3,712,479. lhe a.ctua1 

revenue of v19,335,560 was '1+1,975,000 in excess of the 

estima. te. 1he Customs receipts showed an increase of 

~2,500,OOO over 1869-70. ihe curious fact was no~iced 

that more than one-half OI the Customs revenue was derived 

from five sources, namely, spirilis, tea, mOlla.ses, sugar, 

cotton and woollen manufactures. 

1he ordinary expenditure of the past fiscal yeer was 

~15t623,081t an increase of almost ~lt300,OOO over 1869-70. 

The capi tal eXl)endi ture was ~t:3, 670,396, over two -thirds of 

which went to the Intercolonial l~:ailway; the remainder we.s 

spent on the opening up of the Horth-'"Ie st. J;l1e net debt was 

reduced, for the first time since Confederation, by ~503,224.(2) 

The total capital expenditure was met out of income, and the 

surplus announced by Hincks had a real existence. 

According to the estimates, the Finance 1,Iinister 

anticipated a further increase in revenue, and also in ex-

penditure. he felt that the prosperous financial condition 

of the country justified the erection of necessary public 

works, and, therefore, announced a contemplated expenditure 

of ~40,OOO,OOO for this purpose. He disclosed that Canada's 

(1) Parliamentary Debates, 1872, pp. 223-239. 
(2) Public Accounts, 1871, p. XV 
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demand for a monetary compensation for the Fenian raids was 

not accorded by the Treaty of Washington. In lieu of this, 

an arrangement was made with the Imperial Government to 

guarantee a portion of the anticipated loan for public works. 

This would make possible the saving of money through lower 

interest rates. Canada alone could not float a large loan 

at 5 per cent. Hincks said "that if we attempted to float 

a lQan to that extent, we should do uncommonly well if we 

obtained it at 6 per cent ••••• Honourable gentlemen on the 

other side must recollect that the customers for Canadian 

securities were a very li~ited class, and a very different 

class from those for English securities or United states 

securities or the securities of the Great European States. 

But if we went into the market for ~40,OOO,OOO, one-half our 

own, and the other half guaranteed by England, and with the 

prestige that England sanctioned our great public improvements, 

the advantage would be very great, so much so that I am 

persuaded that under those circumstances we should get our 

5 per cent bonds floated at par, and therefore we should be 

able to float half at 4 per cent and the other half at 5 per 

cent, or equal to 4~ per cent on the wholeamount. This would 

therefore make a difference of l~ per cent on the whole amount 

of ~40,OOO,OOO, equal to ~600,OOO a year •••.••• I maintain that 

even with ~ 2,500,000 we have made an infinitely better arrange­

ment than we could have done in any other way." (1) 

(1) Parliamentary Debates, 1872, p. 235. 
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The interest charge on the new debt, together 

with the requirements for the proposed Paoifio Railway, 

and for the Intercolonlal, woul~ be $3,000,000. It was 

expected that with the improvement of the public works and 

the canals, the revenue from other sources would increase. 

Because of the new obligations to be assumed, Hincks 

announced no reductions in taxation. The Unitea states 

Congress was then considering tariff cha~ges, and until 

these were announced, Canada would maintain her tariff with-

out alterations. 

In the course of the Budget debate, 3ichard 

Cartwright again warned Hincks that periods of great pros-

perity were usually followed by depressions. Alexander 

!~fackenzie strongly attacked the proposed Imperial guarantee 

for public works as a humiliation. He "hoped that no 

ministry would ever again go on a begging expedition to the 

Imperial Government .••.•• We are able to pay our debts, and 

for whatever we require, even should the Imperial Government 

decline to aid us." (1) He also expressed regret that the 

large surplus was not used to reduce taxation, as was being 

done in England. 

Shortly after the presentation of the Budget, it 

was learned that Congress had repealed the duty on tea and 

coffee entering the United states. In order that A~erican 

importers be not given an advantage over Canadians, Hincks 

moved for t~e re~eal of the si~ilar duties in Canaua. . ., ., 

(1) Parliamentary Debates, 1872, pp. 239-240. 
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All tea and coffee i~ported from any country other than 

the United states was to be admitted free; but when imported 

from the United states a similar duty was to be charged as the 

latter imposed on tea and coffee imr-orted from places other 

than the countries of production. (1) 

The Opposition attacked Hincks for slavishly 

following American precedent in tariff legislation. Luther 

50lton "thought we in Canada might learn wisdom from them in 

some respects; but least of all in matters of nolitical 

economy." (2) 

THE 3DDGET OF 1873 - LEOl'TARD TILLEY 

In the six years of its existence, the first 

I1acdona1d ~dministration had four different Ministers of 

Finance. (3) In 1872 Sir Francis Hincks resigned and was 

succeeded by Samuel I.Je onard Tilley, the l~inister of Cust 01llS. 

The latter delivered his first Budget speech (4) on April 1, 

1873. 

Ti11ey reviewed the financial condition of the 

country since 1867, and expressed great confidence in the 

future. The net debt now stood at 032.187,000, an increase 

of $6.456,000 since Confederation. ~or this increase the 

Government showed half of the Intercolonial completed; 

23,000,000 had been spent on the acquisition and the opening 

up of the North-~eet; ~1,500,000 on ~ublic works; ~380,OOO 

on surveys for the Pacific Railway; ~400,OOO for taking the 

( 1) Ib id, P .1101. 
(2) Parliamentary Debates, 1872. p.467. 
(3) GaIt, 1867: Rose, 1867-69; Hincks, 1869-72; Ti11ey, 1872-73. 
( 4) rtly7ontrea1 Weekly Wi tne ss", A-pril 11,1873. 



- 54 -

census; and about $500,000 for repelling the Fenian raids. 

The surplus of revenue over ordinary expenditure, during the 

five years, amounted to $9,522~022. This had been contri-

buted towar~s the construction of public works. It had 

enabled the country to meet an expenditure of ~16,298,133 

for public works and for the acquisition of two new provinces 

with an addition of less than 96,500,000 to the net debt. (1) 

The country had entered into new engagements in­

volving an expenditure of $20,000,000 on the canal system, 

and $30,000,000 on the Pacific Railway, which it was necessary 

to construct according to the terms of the admission of British 

Columbia into the Union in 1872. Tilley estimated the annual 

A charges for these works, when completed, at .')3,367,400. To 

meet these the Government would make use of the following 

guarantees by the Imperial Parlia~ent~ (2) 

~ 2,500,000, in lieu of the Fenian claims; 

1,500,000, for the Intercolonia1 Railway; 

300,000, for the North- West Territories; 

1,100,000, for Fortifications, but transferred 

to the Pacific Railway, with the 

consent of the Imperial Government. 

These constituted a total guarantee of ~5,400,000 or 

$26,000,000, which could be obtained at 4 per cent, with an 

ann2a1 charge of $1,040,000. The remaining $34,000,000 at 

5 per cent would involve an annual charge of ~lt700,OOO. 

(1) Charles ~. Tutt1e: History of the Dominion of Canada, 
(Montreal, 1877) Vol. 2, p. 366; 

(2) "I.iontrea1 ~.7eekly 'Hi tness", April 11, 1873, p. 2 



- 55 -

Tilley believed that the future of Canada was 

great enough to enable it to carry the additional deht 

without much increase in taxation. The 8nnQal charges 

could be met by merely raising the percentage of the customs 

duties to 12! per cent - the average of the first five years 

of Confederation. The removal of the duties on tea and coffee 

and other additions to the free list had lowered the average 

rate to less than 10 per cent. (1) The OTpoSition, however, 

feared that lavish expenditures would necessitate a great 

increase in taxation. 

?or the fiscal year 1871-72, Tilley announced a 

~ surplus of 03,125,344. The ordinary revenue was $20,714,813, 

and the expenditure $17,589,468. The capital expenditure 

amounting to $7,853,049, was the largest yet incurred. It 

included over 85,131,000 for the Interco1onia1, and $1,666,200 

as the debt incurred on the entry of British Columbia into the 

Dominion. The increase irt the net debt was ~4,480t554. (2) 

Notwithstanding the removal of the duties on tea and 

coffee, the Minister estimated still fUrther increases in 

revenue. While in 1873 the British Chancell8r of the Exchequer 

employed his large surplus to reduce the sugar duties by one--

half, in Canada no change in taxation was made. Ti11ey 

announced that "the Government have concluded, as they feel 

they will have ample means to meet all their engagements, to 

declare their fiscal policy to be to tamper as little as 

( 1 ) Tu t t 1 e ; op. c it. , Vol. 2 t p. 367 • 
(2) PubliC Accounts, 1894, p. LXIX. 



possible with the tariff, unless some radical changes are 

necessary, in order that the people may understand that the 

tariff has a permanency." (1) 

DOMINION FINANCE 1867-73 

Leonard Tilley's Budget of 1873 was the last Budget 

of the first Dominion Government. The revelations in con-

nection with "the Pacific Scandal" resulted in the resignation 

of the J'.1acdonald Cabinet in November 1873. The Liberal Party, 

with Alexander IJs.ckenzie as Prime ~Tinister, then came into 

:power. 

The financial gistory of the early years of the 

Dominion was largely determined by the necessity of consoli­

dating and enlarging the Union formed in 1867. It was with 

a view to achieving this end that a 11inister of Finance often 

prepared his tax measures, and his estimates for expenditure. 

The constant fear of irritating the Ilfa.ritime Provinces made 

any major change in taxation inadvisable; the prosrerity of 

the years 1870-73 made it unnecessary. The experiment in 

tariff protection and retaliation of 1870 was short-lived. 

However, the obligations assumed by the Government made in­

creased taxation inevitable within a few years. 

Under the first ~.Iacdonald Government the Consolidated 

Fund receipts increased from $13,687,928, in the fiscal year 

1867-68, to $20,813,469, in 1872 -73. The principal sources 

(1)"1!1ontrea1'Neekly liiJitness"t /tpril 11,1873, p.2 
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of revenue, the Customs and Excise, increased as follows: (1) 

1867-68 1872-73 

Customs .••.•.•.••• $8,578,380 & 
~12,954,164 

Excise ••••••••••• 3,002,588 4,460,680 

The other leading sources of revenue, although minor, when 

compared with the above-mentioned, were the Public Works, 

including Railways and Canals, Interest on Investments, and 

the Post Office. As in other countries, indirect taxes con-

tributed the bulk of the revenue. 

The Consolidated Fund expenditure increased from 

~13,486,092, in 1867-68, to $19,174,647 in 1872-73. The 

increase was largely necessitated by the extension of the 

territory of the Dominion, through the acquisition of the 

!'~orth-~rrest, and the admission of ~,fanitoba and British Columbia. 

It was essential to establish law and order, and to provide 

transportation facilities in the new ~rovinces. The 

exPenditure was divided as f~1lows: (2) 

1867-68 

Charges on the public Debt •.•. $4,860,757 

Subsidies to the Provinces •••• 2,753,966 

Sinking Fund • • • • • • • • • • • • • • • • • 355,266 

Collection of Revenue •••••••• 1,885,804 

].!iscellane OUS • • • • • • • • • • • • • • • • 3,630,298 

(1) Public Accounts, 1894, p~. LT - LIlT 

(2) public Accounts, 1894, pp. XXXII-YYYIII 

1872-73 

$5,387,850 

2,921,399 

407,826 

3,395,475 

7,062,095 
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The preponderance of the fixed charges in these years was 

striking. 

The net public debt of Canada increased from 

$75,728,641, in 1867-68, to ~99,848,461 in 1872-73. The 

bulk of it was payable in London. (1) The outstanding 

feature of this first ~eriod of the history of the debt was 

the construction of the Intercolonia1 Railway, on which the 

capital expenditure amounted to (~15,447,851. (2) Of import-

ance, also, was the assumption of provincial debt by the 

:Jominion. In 1869, in spite of the protests of EdTI8rd 

Blake, the TYbet ter terms lf gran ted to 1\ ova Sc et ia increased 

its debt allowance by $1,186,750. (3 In 1870 the 

Province of ~rani t oba was admitted ij-;li th an assu'ned debt of 

~472,090. In 1871 British Columbia was admitted with an 

assumed debt of $1,666,200, and vith the understanding that 

a Pacific Railway would be constructed within ten years. In 

1873 the provincial debts were again re~ijusted, with a conse­

quent increase of $13,859,079 in the net debt of Canada.(4) 

The acquisition and 0Tening up of the !Torth-~7est territories 

also accounted for an increase of ~3,Ol9,999. 

(1) Ibid, pp. YYV_YYYI 
(2) Ibid, p. LXIX. 
( 3 ) J • C • De n t : Th e ~ a s t J 0 r t y Ye a r s (m 0 r 0 n to, 1881) IT 01 • 2, p. 489 • 
(4) Perry, op.cit., pp.l4-l5 
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To meet the large expenditures, Rose floated 

a ~2tOOO,OOO loan in London, in 1869. Of this ~l,500,OOO 

was guaranteed by the British government, and was sold at 4 per 

cent. The interest on the remainder was 5 per cent. In 

1873 Tilley floated a guaranteed loan of~1,800,ooo in London, 

at 4 rer cent. 

The increase in the national debt of Canada during 

the first Macdonald Administration was not very large. But, 

nevv \vorks were undertaken which necesei tated a ~ea.vy increase 

of debt in the following years. The greatest undertaking was 

the construction of the Pacific Railway. To many the future 

was gloomy; but not to Sir John A. lJacdonald. 1Ni th great 

confidence he stated in Parliament, in 1872: "The credit of 

Canada, thank God, is well established; her good faith is 

known wherever she has 'had fin.ancial dealings. Her I.'Iajesty 's 

Government can go to the House of Commons and ask for 

authority to guarantee a Canadian loan with a well-grounded 

assurance that the people of England will never be called 

upon to put their hands in their pockets, or tax themselves 

one farthing to pay it." (1 ) 

(1) Parliamentary Debates, 1872, p.339. 
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CHAPTER IV 

Industrial Depression and Financial Deficits, 

1874-78 

Richard Cartwright's Budgets, 1874-78 -

Dmminion Finance, 1874-78. 

"I may invite the attention of the House 
to the fact that it is rarely tha.t any Govern­
ment has been called upon to deal with such a 
convergence of risks, occurring Simultaneously, 
a.s we had •••••• VIe had to do a.ll that, at a 
time when, in addition to the specia.l depression 
vlhich existed in Canada, a Gre~t and universal 
commercial depression had overspreed almost 
the whole world." 

Hon.nichard Cartwright (1878) 

The lEackenzie Government assumed the reins of office 

late in 1873, at the beginning of a period of world-wide 

economic depression. The hectic prosperity of the previous 

yec",rs was at an end. 2he world experienced the effects of 

over-expansion and over-speculation. In the United States 

a. financia.l panic resulted in colossal bank failures and 

industrial bankruptcies. In Great El"it(.-::in industry was 

paralyzed; Germnny entered upon the worst crisis in its history; 

a prolonged industrial depression ensued. "Canada could not 

escape the maelstrom •••..• ~he malady spread, and soon pro­

duction, trade, finance, exports and imports all approached 

a dead level. ~hen began six years of stagnation and hope 

deferred making the heart sick ••••• Prices fell much more 

rapidly in the United States than in Great Britain, a.nd this 

general fall, tOG'"ether with the occasional utilization of the 

Canadian market as 8 'slaughter-market', in the phrase of the 
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day, to avert still further fall at home, led to large 

importations at prices a6~inst which Canadian manufacturers 

found iAG di!:ticult to compete. It is significant, however, 

that the most serious failures among the manufacturers were 

in the heavily protected boot and shoe industry; domestic 

over-production in highly protected industries was at least 

as marked as over-importation in industries with lower 

protection. n (1) 

An economic depression in the old Province of 

Canada had resulted in the moderately protective tariff of 

1858-59; the depression of the 'seventies also brought the 

fiscal issue to a head. A policy of protection was advocated 

as c. mean of preventing the dumping of foreign goods on the 

Canadian market, and of zeeping this market for Canc.die.n 

manufacturers. Sentiments of patriotism and nationalism 

were appealed to; the example of the highly protectionist 

United States was referred to. Jhe issue, however, was not 

settled until 1878. 

THE BUDGE'l OF 1874 - RICHARD CJ.RTWRIGHT 

The Budget speeches of the :,:ackenzie Government 

were delivered by Richard CBrtv~ight, once, perhaps, like 

G1adstone, "the rising hope of those stern, unbending Tories," 

but now the Dominion" 8 first Li bera 1 l\:iniste r of Finance. 

Cartwright's first Budget speech, (2) delivered on 

(1) Skelton: General Economic History, pp. 138-139. 
(2) Hon. Richard Cartwright: Budget of 1874. 
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April 14, 1874. was pessimistic in its outlook on the 

future of Canada. The !.1inister felt tha.t the country had 

been committed to a series of projects which would tax its 

resources to the utmost, and would result in a large increase 

of debt. }:illions of dollars would be necessery for the 

completion of the Intercolonial Hailway and of the cansl 

system. The construction of a Pacific 3ailway hed also been 

undertaken, but Cartwrisht did not believe that this project 

could be carried out. It would increase the debt a.t an 

enormous rate; it would require a loan of (j~30tOOOtOOO annually, 

in London, for the seven years during which the railway would 

be constructed. "There maji be some honourable gentlemen in 

the House, n said the }linance L:iniste r t "who think we shall be 

able to do this, but if so, I envy them their.faith in the 

future of the Dominion.tf (1) 

Eor the fiscal year 1872-73, Ca.rtwright a.nnounced 

a surplus of ~1,638,821, the ordinary receipts being ~20,813,469 

and the expenditure, v19,174,647. But, he added, "I am afl'aid 

1872-73 will be known for some t~e to come as the last year 

of plenty - I was Going to sey of heedless plenty." {2} 

In 1872-73 the climax wes reached in the increase of 

the net debt since 1867. The agitation of the provinces of 

Ontario and Quebec against the payment of interest on the 

amount by which the actual debt of the old Province of Canada 

exceeded the allowed debt, under the British Horth A::lerica Act, 

culminated in an Aot of 1873 which inoreased the assumed debts 

Cl) Budget of 1874, p. 8. 
( 2) Ibid, p. 3. 
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of these two provinces from ~62,500,OOO to 473,006,888. 

The allowed debts of the remaining provinces were incree,sed 

in a like proportion. Under this Act ~~13 ,859,079 of 

additional debt was assumed by the Dominion. ~his formed the 

major part of the total oapital expenditure of $19,859,441 

during the year. Of the remainder over .~~5 ,019,000 was spent 

on the Intercolonial. The tote.l net increase in the debt was 

~l 7 ,661 , 389 • (1) 

The depression in e.gricul ture, in lumbering, a.nd in 

manuIe.cturing, prevented the current year, 1873-74, from being 

as prosperous as those that had preceded it. Cartwright 

estimated the receipts at 1y21,740,000, 8.nd the expenditure et 

~'22,586,727, leaving a deficit of %>846,727, e.gainst a surplus 

of over three millions but two years ago. 'rhe Opposition 

asserted that the estimate was wrong, and that in his zeal to 

place the onus of increased taxation on his predecessors, the 

Finance l-linister had deliberately created e. deficit by charging 

over ~500,OOO of public works to revenue instead of capital. 

111e :Einister denied this charge. 

In discussing the estimated receipts, Cartwright 

said that a revenue of almost ~22,OOO,OOO was very large for 

a population of only three and a half millions. Furthermore, 

he believed that nso fe.r as regards the older PrOVinces of 

the Dominion we ought not to look for any very l~rge increase 

in population •••.• The stationary position of our population 

(1) Public Accounts, Canada, 1894 p. LXIX. 
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does undoubtedly bear very strongly upon the question 

whether we can expect any very large increase in the gross 

income of the country.ff (1) The receipts of the country, 

although large relatively to the population, were unfortunately 

counter-balanced by an enormous fixed expenditure. After de­

ducting the fixed charges, including the interest and charges 

on the debt, the subsidies to the provinces, and the charges 

for collection of revenue, the net revenue remaining for 

conducting the ordinary services of the country was just over 

~6 ,500,000. 

In bringing down the estimates for 1874-75, Cartwright 

said he was "startled a.nd horrified n when he first perceived 

that he would have to announce an estinIDted ordinary expendi-

ture of ~24,549,000 - necessitated by extensive public wori-:s, 

by the requirements of the Interuolonial and other Government 

Railways, end by the annual deficits in the services for the 

outlying provinces. The estimated revenue wa.s :'>22 000 000 ~, , 

leaving a. probr..ble deficit :pf '~t:2 ,500,000. As a temporary 

pause in the increase in the ordinary sources of revenue wa.s 

expected, and as the liabilities of the country had to be met, 

a.n edditional taxation of ~;3,OOQ,OOO was necessary. 

Csrtwright strongly opposed the United States tax 

system; and the changes in taxation which he proposed involved 

the imposition of unmistakably revenue duties. In announcing 

the changes he said th8.t the heavy I'ocal direct taxation had 

to be borne in mind. He doubled the duty on wine and made it 

(1) Budget of 1874, p. 19. 



- 66 -

specific. The duties on other spirits were also increased. 

An additional ad valorem duty was imposed on articles of 

luxury, including silks, satins, velvets, gold, silver, plated 

ware, fB.nay goods, hats, caps, jewellery ana. watches. The 

IEinister did not expect e. decrease in the consumption of these 

articles, because, a.s he said, ffI have faith in the pa.triotism 

of my fair countrywomen, and I do not believe that in order 

to defeat the revenue they will purchase less boods than 

be fore • n (1) 

. ...1. specific and very low duty was imposed on tee. a.nd 

coffee, much to the I::inister's regret. :Machinery for mills a,nd 

factories, not manufactured in Canada, was to pay a duty of 

10 per cent. Iron of certain classes and ships' materials 

were to pay 6 per cent. Both the exciee and the customs on 

cigars were increased. Finally, the duty on all unenumerated 

articles was raised, first, from 15 to 16 2/3 per cent, a.nd 

later to l7~ per cent. ?ne changes were expected to yield 

an increased revenue of over ~3,OOO,OOO. 

Cartwright believed that tile ta,riff would be found 

"to compare favourably with that of other countries in pro­

-oortion to our population. It is a matter of some interest 

to observe that our tariff is not quite one half as much as 

that exacted by the Government of the United States, while 

nevertheless it yields as much per head as theirs does ••••• 

~his is a point of great interest as bearing on the vexed 

question of the limit of productive taxation. liS re gards 

(1) Budget of 1874, p. 35. 
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our general position, our taxation will still be largely 

under the ~~ounts paid by the people of the United States 

and England. n (1) Yet, the new taxation was heavy, ~,nd 

Cartwright hoped that no more rash promises involving heavy 

c8pi t81 expenditure s would be made. The Intercolonia1 was 

constantly requiring money t and it was truly prophesied that 

it would cost a great deal more money than the rc.i1way would 

earn, to keep it running after its completionw 

The ]'inance l.:inister said that any grea.ter increase 

in the tariff than that which he had proposed would be unwise. 

Beyond that it would be necessary to resort to direct taxation. 

"I do not think," said Cartwright, nthat much more taxation 

could be safely resorted to; nor do I think that we ought to 

be called upon to consider the que stion of re.isinG any gree,t 

amount by direct taxation."(2) 

Cha.rles ~upper, chief financial critic of the 

Opposition, a ttacke d Cartwrit;llt fOT the propo se d incre~t.se in 

taxe tion, (3) "lhe :,:aritime PrOVinces, having entered Con-

federe.tion with a low taritf, would resent the Government's 

policy. Cartwright was charged vvith infidelity to p,is free 

txede principles. Alexande r }·:ackenxie t the Prime I:finister t 

defended his Administration. (4) He said that as the reqUire­

ments of the country rne.de the applica.tion of the principles 

of free trade impossible, the Government had done the next 

(1) Budget of 1874, p. 39 
(2) Ibid. p. 41. 
(3) 'a.Buckingham and Hon. G.\','.Ross: The Hon • ..:~lexander 

::aaKenzie, His Life and J.:imes, (Toronto, 1892) p. 375. 
(4) Ibid, pp.375-376. 
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best thing in raising the tariff for revenue purposes only. 

In 1874 the business reaction and panic also led to 

an increase of duties in the United States. In England, Sir 

Stafford Horthcote, the Chancellor of the Exchequer, f~ced 

with a huge surplus of ~5,500,000 for 1873, abolished the 

duty on sugar and reduced the income tax.(l) However, the 

severe trade depression was setting in, and doubts arose about 

the wisdom of the principles of free trade even in England. (2) 

THE BUDGET OF 1875 - RICn;...rtu C.ART'~~}~IGHT 

Cartwright delivered his second Budget speech (3) 

on February 16, 1875. Ai though there had been a. decrease in 

imports, he was able to announce a reasonable surplus for 

1873-74, and to anticipate another for the current year. 

~~eferring to the publicly owned railways, he pointed out that 

the GoverTh~ent had carried out its announced policy, Hof 

charging to Income Account everything that properly belongs 

to the msintenance of these railwe.ys." (4) 

In the fiscal year 1873-74 the receipts amounted to 

~rf;4,205,092, c.nd the ordinary expenditure to y,23,316,316, 

leaving a nomine,l surplus of ~88, 775. As the rece ipts in-

eluded two items which were casual rather than ordinary, the 

l.:inister sa.id tha.t the net balance was about iP650,OOO. In 

the United States there was a deficit of ~l,300,OOO in 1874,(6) 

(1) Rees, OPe cit.,p. 163 
(2) Ibid, p.156. 
(3) House of Commons Deba.tes, 1870, pp. 158-168 
(4) Ibid, p. 168 
(5) Dewey, op. cit., p. 401. 
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a.nd in Grea.t Britain the surplus decreased to ot'869,147. Cl} 

Customs and Excise receipts increased by ~2t550,OO~ 

as compared with the previous year, and Cartwright attributed 

two millions of this addition to his tariff changes of 1874. 

The increase in expenditure was over 'tr,4,lOO,OOO.., the greater 

portion of which consisted of statutory cherges over which 

Parliament had no further control. These included interest 

on the debt, ree,djusted provincial subsidies, additional 

charges because of the admission of Prince Edv~rd Island to 

the Union, end an increased indemnity to members of Parliament. 

'J:he capi tal expendi ture in 1873-74 amounted to 

~10 t 177 ,740, of which ir,4, 701,060 was the de bt a llowed to Prince 

Edward Island on its entry into ConIederation. Of the remainder 

~3,6l4,000 was spent on the Intercolonial, and ~il,189,OOO on 

canals. The net increase in the debt was ~8,476,502.(2) 

Although it was hoped that the ca.pital expenditure 

on the Intercolonial and Prince Edward Island :iailways would 

cease in 1876, Cartwri~ht said ~h8t Canada would have to 

make provision for sooe ~125,OOO,OOO during the ensuing ten 

years for urillertakings char6eable to cepital. 70 rneet the se 

engagements the Government had about seventy millions, on 

hand, on July I, 1874, including tfr,25,OOO,OOO in CB-sh, the 

British Guarantee Fund of :-d-,20,OOO,OOO and its sinking fund of 

\(5,000,000, the savings bank deposits, and the surpluses. :Elor 

further expenses, and to meet maturing loans, a total of 

(1) The Stftesmanta Year Bool:., 1881, p. 215. 
(2) Public Accounts, 1894, p. LXIX. 



- 69 -

~75tOOO,OOO would have to be borrowed in London \tithin 

ten years. ~he Finance i.:inister was anxious not to rns.ke 

unnecesss.ry inroads upon the Imperia.l Gue.rentee, "by which 

in CEse of need we rnay obtein a. loan under a.lmost any con­

ce i va ble circumstance s. if (1) 

In 1874 Cartwright had negotiated an unguaranteed 

loan Of~4.000,OOO at 4 per cent, in London. It was placed 

at £90. and realized about v17,500,OOO. ~he loan was oriti-

cized because the discount and the rate of interest were fixed, 

which prevented the calling for tenders; because the amount 

was too large; e,nd, because it WB-S inexpedient for Canada to 

borrow on her own unaided credit. In his Budget speech, the 

I.rinister said that the S,T110unt of debt ms.turing and the increasing 

capi tal expendi ture mo-de a lc:.r 68 loan ne ce s se ry. Can:; de had 

borrowed in 1873, and to borrow in 1874 and again in 1875 

would be prejudiciel to her credit. It had 0een with diffi­

culty that the firu.1Ilcial agents of the S·overnment were induced 

to take on one million dollars of the loan. It would have been 

easy to make use of the Imperial Guarantee, but GartvITight 

vmnted to keep this in reserve. .rhe 10['11 of 1874 was actually 

obtained on better terms than 8.n:r other of e (~uel amount in 

twenty years. Apart from l'~,)Se's small loan of ,;(500,000 in 

1869, no bona fide Car~dian loan on the country's own credit 

had been issued since Gait's loe,n of 1860. On the whole, 

Cartwright fel t that he could reasonably say Tlthat the 

(1) House of Commons Debates, 1875, p. 166. 
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Dominion of Canada has no reason to be ashamed of the 

:position in which it stands in the English market. tT (1) 

The Bud@St of 1875 proposed no changes in taxation. 

On behalf of the Opposition, Charles 1upper protested that the 

surplus would have justified reductions in taxetion. He also 

attacked Cart'"l!vright's state!nent on the fina.nces of 1873-74. (2) 

In his e.ttempt to defend the late :'iIacdonald Government, Tupper 

trea.ted the Rouse to the curious and unusus,l ape ctac1e of an 

Opposition critic trying to prove tha.t a surplus .was act1l8.l1y 

far larger than what the 1,:inister of Finance had declared it 

to be. He a.lleged that Cartwright had charged too much 

railway erpenditure to ordinary, instead of to capital account, 

and that the~ce was an actua,l surplus of "1,,1,722,215 in 1873-74, 

and one of t~i~l,638,821 in the preceding year. 

Government, according to Tupper, was ju~gling the public 

accounts in order to be able to charge the preceding Conservative 

administration with responsibility for increases in taxation. 

In his reply to 1upper t Cartwright defended his polic~, 

and attacked his predecessors for charging large sums to 

cs-pi tal. ltHe did not recognize the propriety of carrying 

forward a surplus when they had an expenditure in capital 

account knovm 1argeljr to exceed that surplus. He misht add, 

and he directed the attention of the House to the fact t that 

in the English P8.rliament this practice of charging one set 

(1) House of Commons Debates, 1875 t p. 164. 
( 2) Ibid, p. 168 et se q. 
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of expenses to capital account and another to income ws·s 

very much discountenanced." (1) 

Alexander l:la.ckenzie, the Prime I<:linister t vigorously 

defended Cartwright's administration of the finances. He 

"considered the half million which the honour8-ble gentleman 

(Tupper) insisted was chargeable to capital should not be 

chargeable to capital, and it should not be char6e~ble to 

capital as long as he was connected with the Administration of 

the affairs of this country. He considered that when a 

public WDrk was once fairly stocked and fairly in operation 

that everything connected with it should be chargeable to 

revenue, because the Government might e.lienate sums of money 

from other sources to meet their engagements which a private 

company could not have Sit their disposa.l. The buildJng of 

additional stock, the obtaining of additional locomotives, 

making addi tionsl sidincs, renewing the road VIi th new roils, 

etc., Vlere clearly chargeable to inco!1le and not to capi ta,l ••• TT (2) 

Had this principle of finance been accepted by later public 

men the rs.te of increase of the expendi ture and debt of 

Canada might have been les8 rapid. 

(1) House of Commons Denates, 1875, p~.186-l87. 
(2) Ibid, p. 191. 
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THE BUDGET OF 1876 - RICHARD C.ART\~HIGHT 

Canads. was pa.ssing through s.n almost unpa.ralleled 

commercial crisis, when Richard Cartvrrisht presented his third 

Budget, on February 25, 1876 (1) The country was suffering 

from the e ffe ets of extrs.vagance and inflat ion. In the past 

year there had been a decrease of ~20,OOO,OOO in the total 

volume of trade. The distress was universal. 

The receipts of the fiscal year 1874-75 amounted to 

~24,648t715t and the ordinary expenditures to ~23t713,071, 

leaving a surplus of ~935,644. The controllable expenditure 

was reduced by over ~470,OOO, as compared with 1873-74. 

On capital there was spent 06,922,742, one half of which was 

for the Intercolonial Railway, end of the remainder, 1.Jl, 714,000 

was for canals, and $1,546,000 for the Pacific rlai1way. The 

net increase in the debt was i~7 ,683,413, exceeding the total 

ca.pite.l expenditure by ':'1760,671, because of the 4f2,212,OOO 

discount and charges on the loan of 1875.(2) As he believed 

that "we should be very scrupulous as to what we s.llowed to 

go to the t capi tal c-.ccount," (3) Cartwright charged to 

ordinary account one-third of the expenditure involved in the 

chanbe of gauge on the Nova ~,cotia and New Brunswick re"ilws.ys. 

For the current year he expected a serious diminution in 

receipts owing to decreased imports and to the shrinkn6~ in 

va.lues. 

In I~ovem.ber, 1875, a 4 per cent Cans.dian loan of 

(1) House of Commons Debates, 1876, pp. 241-262. 
(2) Public Accounts, 1894, pp. LXIX-LXX. 
(3) House of Commons Debates, 1876, p.243. 
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0(2,500,000 was floa.ted in London, of which ~1,500,000 wes 

secured by the Imperial Guarantee. Cartwright justified the 

loan beC8~use of the many obligations which had to be met. He 

believed that the taz incre:';,se of 1874 had prevented deficits 

which would have destroyed the credit of Canada, and necessitated 

the exhaustion of the Imperial Guarantee. 

The Bud@et of 1876 proposed no changes in taxation. 

Cartwribht regarded the tax burden as already heavy for a 

country of scarcely 4,000,000 people. A high tariff he.·d been 

urged as 8 remedy for the depression, but he refused to intro-

duce a policy which would raise the price of commodities and 

would reduce the revenue to the extent that it diminished 

imports. ~1hile the geogr~phical position of the Dominion ~2de 

protection inadvisable, the experience of the United States 

was ltthe best possible warning to the people of Canada not to 

be led into the delusion of imposing a high te.riff."(l) The 

colossal fortunes, the monopolies, the oorruption and lobby­

ing the artificial transference of population from rural to 

urban districts, and the Lenefitting of a few at the expense 

of the t1E.ny, were to Cartwright the reBul ts of protection in 

the United States. In any event, he believed that the ab-

normality of prevailing conditions ~~de experiments with tariff 

lee;isl[i,tion most inopportune. :.2ime would remedy the depression. 

In the opinion of the 1~inister, the country could not help 

suffering "from the mad financial revel ••••• which prevailed 

in Canada from 1870 to 1873." (2) 

(1) House of Cormnons Debates, 1876, p. 255. 
(2) Ibid, p. 407. 
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It had been generally anticipated that Cartwright 

would propose an increase in the tariff in 1876. The 

1:inister himself later confessed that he had intended to 

impose additional duties in order to avoid. a deficit, but 

that the opposition of the Il1embers from the l'.Iari time Provin.ces 

chang-ed his intentions. (I) The tradition persists that the 

Conservatives were prepared to attack the Government for any 

increase in duties. In fact, Tupper is said to he·ve been 

prepe~red both to attaok an incre&se in the ts.riff, if Cartwright 

raised the duties, and, if not, to advocate an increfi.se himself. 

~he Government's decision y however, opened the way for the 

Conservative party to definitely adopt a policy of Protection, 

and to make this the outstanding issue in Dominion politics 

for oa.ny yeers. 

In his reply to the Budg~t speeoh, (2) Charles Tupper 

held the Government responsible for a large share of the de-

pression. \ihile protection was indirectly suggested, neither 

Tupper nor l.:s.cdonald stated any defini te policy in reference 

to the tariff, during the Budget debate. l.~} .. ny priva.te members 

of Pr\rliament e~dvocated proteotion, but Premier l.=acl:enzie said c: 

that a revenue tariff was the policy he would adhere to. "'t .c. -... 

the same time he agreed that some tariffs were necess~ry, 

becaJ.(se , ~!s,s we have a boundary co-terminous with the United 

Sta. tes for thousands of :;.lile8, i t is utterlJ impossi ble to 

adopt a fiscal policy for tnis country without reference to 

what is -passing in that country.Tt (3) 

(1) Sir :{ichard Cartwrie;ht: i~eminiscences, (Toronto,l912)pp.156-157 
(2) House of Coomons Debates, 1876, p. 262 et seq. 
(3) Ibid, p.284. 
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In lCarah 1876, Sir John l[acd.onald came forward as 

an avowed protectionist. He moved an amendment to a motion 

to go into Supply, advocating "a measure for the re-adjustment 

ot the tariff, which will not only tend to a.llevia.te the 

stagnation of business •.•••• but also afford encouragement 

and protection to the s~ruggling manufacturers and industries 

as well a.s the agricultural productions of the coun1iry." (1) 

For ~he Iirst time the colours of the Conservative Party were 

definitely nailed to the mast of Protection. 1:ia.cdona.ld sa.id t 

that if free trade is to exist it must be reciprocal. He 

believed that Canada was in the position in which John Stuart 

ltill had justified protection - a young country with little 

realized capital, and with infant industries Which had 

scarcely taken root, but which was Tflying B~ongside of a 

country which has had the advanta@e ••••••• of having commenced 

first." (2) Protection was essentiel to cope with the de-

pression. 

Cartwright declared that 1.:il1 "would be tempted to 

rise from his graven (3) if he were conscious of the meaning 

attributed to his words. 1:s.ckenzie looked upon nevery re­

striction as re~rds trade and commerae ·between man and man 

as Bimp~ a relic of a barbarous age." (4) The Amendment was 

(1) House of Commons Debates, 1816, pp. 488-489. 
(2) Ibid, p. 491 
(3) Ibid, p. 580 
(4) Ibid. p.600 
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defeated, but the issue which for many years was to divide 

Liberal and Conservative in Canada had been drawn. 

THE BUDGET OF 1877 - RICHARD CARTWRIGHT 

The first Dominion Bu~get speech to announce a 

deficit on Consolidated Fund was that delivered by Cartwright 

on February 20, 1877. (1) The yea.r 1875-76 had been exceed­

ingly critical. The expenditure touched the highest point 

yet attained, amounting to ~24t488,372, while the revenue of 

~22,587,587 showed a serious diminution, in comparison with 

the previous fiscal year. 'ilh F . 1 f • • t d d th '.Le ~na nce,;~ ~nl s er re gar e e 

deficit of ~1,900,'185 as serious, u none the less beca.use it 

is the first avowed deficit, though not the first that has 

rea.lly existed sinoe the period of Confederation. 11 (1) The 

greater part of it was due to extraordinary and abnormal 

expenditures. such as exceptional public works. bOun~ 
surveys, and relief to 1,~anitoba settlers. The enormous re-

trogression in imports was the cause of the great decrease in 

revenue. Customs receipts fell fyom ~15,361,OOO to ~12t823,OOO 

- a reduotion greater than the entire def1ci t. The ]1 inanc e 

Minister wa.s now hopeful that the turning point ha.d come and 

that the worst of the depreSSion was over. 

The capits1 expenditures of 1875-76 amounted to 

The largest item was that of 93,346,667 for the 

Pacific Ra..ilway I vmiah the Gave rnment proceede d to oonstruot 8.8 

a public enterprise, and whioh was to be the leading cause of 

(1) House of Commons Debates, 1877, V.ol I, pp. 123-147. 
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the increase in the debt until 1886. A large expenditure was 

also begun on canals, and in this year t~2t388,733 wa.s spent 

on their development. ~he Intercolonial Railway, the main 

cause of the debt increase since 1868, was opened on July 1, 

1876, and the aapita.l expenditure on it in the la.st fiscal 

ye-ar was ~l, 108 ,321. ~he net increase in the debt was 

tn>8 ,543 , 136 • (1) Owing to the deficit, borrowing was necessary 

to carry on the ordinary services of the country-. 

In view of the deficient harvest and the unprecedent­

ed trade depression, Cartwright feared the effects of another 

deficit on the credit of the country. He, therefore, proposed 

a number of tariff changes, but only because they were demanded 

by the necessities of the revenue. Otherwise he believed 

~that at a time of depression. it is desirable not in any way 

to increase the already serious burdens of the people of this 

country.Tt (2) The serne view was also expressed by Sir Stafford 

Northcote, the British Chancellor of the Exchequer, who refused 

to increase taxation in 1877 because it could not be borne 

without distress in a time of depression. (3) Car tvrr i gh t 

pOinted out that in spite of a policy of high tariff protection 

the United States he-d suffered far more then Canada through an 

enormous decrease in both exports and imports. 

The proposed tax changes abolished the excise duty on 

petroleum, and reduced the custons duty from 15 cents to 6 cents 

per be.llon. The duty had been unjust and had encourab~d 

(1) Public Accounts, 1894, p. ~~IX. 
(2) House of Commons Debates, 1877, Vol.I, p. 141. 
(3) Reee, Ope cit., p. 156. 



- 78 -

smuggling. To recoup the Treasury for the red.ueed revenue 

the :B1inance 1~Iin1Bter imposed an addi tional duty of 2 cents 

per pound of tea imported; one cent per pound of malt; and 

three cents per gallon of beer not brewed from malt. Tariff 

readjustments included the placing of all cotton and linen 

thread, some of wh~ch had paid 10 per eent, in the 17~ per cent 

list, s.nd the remova.l of all tubing and certain parts of loco­

motives from the free list to the unenumerated class of 17t 

per cent. The duties on ciga.rs, perfumes, and spirits were 

increased. It \'V8.S estimated that the cha.nges would re suI t in 

a ge.in of about tfr500,OOO to the revenue - Bufficient to ~neet 

any deficit. As the remission of the duties on petroleum 

invo.l ve d 8. re duction of tp,800, 000 in taxa tion, the Minister 

said that the tariff changes would considere.bly diminish the 

burdens of the people. 

Cartwright sated that when the Government cs.me into 

office, in 18'13, it wa.s confronted 'Iith lia'Qilities amounting 

to .j)90,OOO,OOO, ape,rt from the oblige.tions for the Pacific 

.Railway. These liebilities had now been reduced to ~24tOOO,OOO 

The oapi ta.l acc ount of the Prince Edward Island Railwe,y had 

been closed, and it was expected to close that of the Inter­

colonial in 1878. The Government had borrowed the nominal 

sum of ~9,OOO,OOO, which yielded about ~42tOOO,OOO. Of this 

a.mount ~20,300,OOO had been spent on capite-l, and ~pl6,OOO,OOO 

had been p~id to, or on behalf of, the provinces. The 

Imperial Guarantee still remained intact to the extent of 

Df 2,100,000. 
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In 1876 a loan of 0(2,500,000 was issued in London 

at the fixed. price of ~91. According to Cartwrlght, "that 

loan fetched the highest price ever obtained on our own un-

aided credit." (1) The loan was issued at 4 instead of 6 per 

oent, which was an important change. It was not an easy matter 

to place Canadian 4 per cents on the market as a favour2ble 

security. The Finance ='.Iinister had to take preoautions to 

guard against failure because flit wes a Y!la.tter of notoriety in 

London that a large amount of our loan of 1874 remained for a 

long timeunabsorbed in the hands of the capitalists who had 

take nit. n (2) 

The Opposition condemned the practice of issuing a 

loan at a fixed price and not calling for tenders. It wa.s 

pointed out that Australia had recently borrowed ~500,OOO, 

ca.lled for tenders, and had realized i'97i t while Cana.da 

realized only s.bout £<;0. Cartwrisht replied that in the 

yeE.,rs from 1871 to 1875 many countries, including }lrance t 

Belgium and Brazil, had issued loans at a fixed price. The 

position of Australia differed greatly from that of Canada. 

Its per capita exports were enormous; it was 6,000 miles away 

from any danger of war; it had many settlers in England with 

extensive connections; its public works paid interest on their 

investments; and it flhad no Pacific Railway to hang as a dead­

weight over them. If (3) Canada, therefore, could not expect 

the same price for iLs securities as the Australian colonies 

obtained. It had a deficit in 1876 ; it had underta ken costly 

public works; and, as Cartwright said, it is lTperfectly well 

(1) House of Commons Debates, 1877, Vol. I, p. 129. 
( 2) I bid, ~ • 130 
(3) Ibid, Vgl. 2, p. 14t8 
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known that Canada is not looked upon wi th a friendly eye by 

persons having great influence with the London press. fl (1) 

The I.Iinister considered that a.s the loa.n still leftof2 ,100 ,000 

of the Imperial Guarantee in reserve, and "that scarcely one 

penny of the Canadian four per cents was held by Cana.dia.ns,n 

he had obtained a ~ood price, n-oearing in mind that nearly 

~150,OOO,OOO of English capital invested in private enterprises 

in this country was ~nc~l::ing no return, and remembering what a 

millstone that hed always been round the neck of Cana.dian 

cre d it.!' (2) 

The debate on the Budget centred on the tariff. 

Charles Tupper, in, wha. t T:acL:enzie called, his fltirade of abuse, 

delivered ~.nnue,lly on similar occasions,:f (3) B.ttacked the 

increased duties on tea and coffee, and advocated a protective 

tariff to aid industry. In l871 he had voted for the repeal of 

the coal duties, but now he urged protection Lgainst coal imports. 

In the :.1atter of reciproci ty he preferred the fostering of tr.'?de 

with Great Britain rether than with a forei~1 country. He 

attacked the extruvagance of the Government, and blamed it for 

the depression. (4) 

Sir John !'cIHCdonaid , as Leader of the Op}1osi tion, again 

moved an amendI;lent to the tariff resolutions tug' e t'dt9g tfthe.t 

the financial policy submitted by the Government incre8,ses the 

burthen of taxation on the people, without e.ny compensating 

Cl} House of Commons Debates, 1877, Vol. 1, p. 135 
(2) Ibid, _. Vol. 2, :pe 1457. 
(3) Ibid, Vol. 1, :pe 170 
(4) Ibid. Vol. 1, p. 147 et seq. 
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advantage to Ca.nadia.n industries; gnd further, that this 

House is of opinion that the deficiency in the ~evenue should 

be rnet by a diminution in expenditure, c,ided by such a. re-

ad justment of the Tariff e:s will bene fit and foste r the 

&gricultural, mining and manufe.cturing- interests of the Dominion.fI(l) 

He wanted a tariff which would not press unduly on the resources 

of the people. He also said that his resolution "was merely 

partial, and meant to provisionally meet the temporary deficit. n (2) 

Although defeated, the Conservative amendment aroused 

a long discussion. Cartwright said that the Opposition attacked 

the tax on tea., and yet advocE:.ted a. policy which would tax tfthe 

fue 1, the bread, the clothe 8, and the sugar of the labourer. IT (3) 

If£tckenzie re -affirmed his be lie f in a tariff for revenue t and 

attacked ~.Ie..odonald 18 sinceri ty in view of his free trade epee ches 

of the past. The Prime :··:iniE;1ter had "no objection to the prin-

ciple of protection per se, that is, if you can make everybody 

weal thy Vii thout ::lE,l:in2: any person poor, n but th is wes impossible, 

and there VI&S no policy "more consistent with what we ca.11 the 

Dark Ages of the world tha.n that of protection es a principle."(4) 

THE EUDGET OF 1878 - RICHARD Ci".f~T\i·IRIGH~ 

The eoonomio depression hed not yet subsided when 

Richard C~rtwright delivered his fifth and l~st Budget speech 

on February 22, 1878. (5) There had been a reduction of nearly 

(l)House of Corrunons Debates, 1877, Vol.i, p.405. 
(2) Ibid, p. 517. 
(3) Ibid, Vol. 2 p. 1178. 
(4) Ibid, Vol. 1, p. 405. 
(5) Ibid, 1878, Vol. 1, pp. 427-444 
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~50,OOO,OOO in the total volume of trade, and, therefore, 

a. large reduction in the revenue. The Finance 11iniste r truly 

said that rarely had any government "been called upon to deal 

with such a convergence of risks, occurring simultaneously, as 

we had, n (1) However, he added that conditions were improving. 

He urged prudenoe a.nd economy, and hoped that the country would 

profit from its experience. 

The receipts of the fiscal year 1876-77 amounted to 

~22,059,274t a decrease of over ~500,OOO as compared with the 

previous ye ar. The ordinary expenditure of ~23,519,30l showe.d 

a deorease of almost ~l,OOO,OOO. The ~~in8.nce lIinis ter said 

that he had succeeded in reducing the controllable expenditure 

from ~8,569,774, in 1875-76, to ~6,835t078. 

the year was w1,460,027. 

The deficit of 

The capita.l expenditure in 1876-77 totalled ~7,599,709, 

of which over four millions W2S for canals; the remainder was 

ohiefly divided between the Paoific Railway and the Intercolonial 

?.a. i1 way. The increase in the net debt was $8,683,794. (2) 

In discussing the finance s of the" country, Cartwright 

pointed out the very serious disproportion between the fixed 

charges on the revenue and the controllable expenditure. Of 

the total expenditure of .;t:23,OOO,OOO the ohartjes on the public 

debt constituted a first mortgage of t;;",11,500,000. Irhe charges 

on collection of revenue, amounting to about ~~5,500tOOO, were 

also practically fixed. Hence only about ~7,OOO,OOO remained 

under the control of the government,leaving but a very narrow 

margin with~which~ to exercise economy. 

(1) House of "Conunone De ba te s t 1878 t Vol. 1, p. 442. 
(2) Public Accounts, 1894 p.LXIX. 
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The Finance I.iinister showed that the t·wo successive 

defioits, which he had announced, were composed in large part 

of sums annually devoted to the sinking fund, and amounting to 

~l,650,OOO. The net increase of debt, as a. consequence of the 

deficits, was therefore ~l,700,OOO instead of ~3,36l,OOO. Had 

Canada possessed an incone tax, which, as in Great Britain, 

could be raised or lowered without disturbance to the commercial 

interests of the country, Cartwright would not have hesitated 

to employ it to prevent further deficits. But, under the 

existing system, he refused to increase taxation. It was both 

iIlB.dvisable and unnecessary because signs of improvement were 

already visible; because the receipts of 1876-77 were below 

the average, owing to exceptional circumstances; because the 

deficits, being largely composed of sinking fund, were not as 

serious as was generally thought; because the liabilities of 

the country had been heavily reduced; and, because much of the 

expenditure, although charged to Consolidated Eund, was neerer 

capital than ordinary expenditure. Cartwright added that in 

view of the new issue between protection and a revenue tariff, 

he wanted the people to express their views at the polls. He 

re-iterated his belief in 8 tariff for revenue, and saw no 

reason for imitating the United States. The Government 

believed "that all taxation, however disguised, is a loss per 

se, that it is the duty, and the sacred duty of the Government 

to take ,only from the people what is necessary tc the proper 

discharge of the public service; and that taxation in any other 

mode is simply. in ·one shape or other, legalized robbery.lT (l) 

(1) House of Co~~ons Debates, 1878, Vol. 1, p.440 
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As the Budget speech of 1878 was the last before 

the general election, Cartwright compared the financial 

position of Car.tada in 1878 with that in 1873, when he assumed 

the portfolio of Finanae. He concluded that notwithstanding 

the tariff increases, the reductions in the duties on tea and 

coal oil had been so great that the burden of taxation was 

almost the same in both periods. Taxation in Canada was 

light, as compared with that of other countries in simila.r 

c.iroumstances. The burden was about one ··half as great as 

that of Great Britain; and taxation for all purposes in Canada 

was barely one-third of the amount paid by the people of the 

United States under their tariff and municinal taxes • .... 

The year 1877 completed the first decade of 

Confederation. ~he era had shOVJIl that the originally aonfed-

erated provinces possessed ample resources to carry out all 

undertakings. However, the Ein!;tnce l.:inister considered tha.t 

the country had undertaken too much, and that its existence 

had been seriously imperilled. Hence the stertling increose 

in expenditure, from ~13,500,OOO in 1867 to ~23t500,OOO in 1877, 

with no reasonable prospect of reductions. i'he me,in items 

of the increase were the interest on capital for construction 

of the Intercolonial, the interest on the sum expended on the 

Pacifio Railway, the interest on other publio works, the 

expenditure on the Horth-West and on British Columbia., a.nd that 

occasioned by the a.ssumption of provincial debts a.nd the a.d-

mission of Prince Edward Island. Cart\~ight believed that 
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with the growth of population and prosperity the per capita 

expenditure need not increase further to any marked extent. 

The debate on the Budget was ab~in concerned mainly 

with the tariff. Tupper attacked Cartwright for the absence 

of any proposals to avoid the impending deficit, or to help 

the suffering industries of the country. He urged the 

necessity of protecting the sugar-refininG and coal-mining 

interests. He did not edvocete an ttincrease of taxation, but 

a rea.djustment of taxation.ff (l) Tup:per also expressed himself 

8S favouring differential tariffs - a preferential tariff on 

goods from Grea.t Britian and british possessions, and another 

tariff ab~inst the rest of the world. 

On l.1arch 7, Sir John l;Iaodonald ega,in moved an amend­

ment ttthat the welfare of Canada. requires the adoption of a 

National Policy, which, by a judicious readjustment of the 

Tariff, will benefit and foster the agricultural, the mining, 

the manufacturing, and other interests of the Dominion; that 

such a policy will retain in Canada thousands of our fellow 

countr,ymen now obliged to expatriate themselves in search of 

the employment denied them at hOi~le, will restore prosperity 

to our struggling industries, now so sadly depressed, will 

prevent Canada from be ing made a sacrifice market, will en­

courage and develop 8,n s.ctive inter-provincial tra.de, end 

(I) House of Commons Debates, 1878, Vol. 1, p.462. 



- 86 -

moving (as it ought to do) in the direction of a reciprocity 

of tariffs with our neighbours, so far a.s the varied interests 

of Canada may demand, will greatly tend to procure for this 

country, eventually, a reciprocity of trade. Tt (1) 

In his speech l,:ecdonald s·tress ed the importance of 

national considerations even more than the mere accumulation 

of wealth - If there is prestige, national status, national 

dominion - and no great nation has ever risen whose polioy 

was Free trade." (2) England's prosperity wa.s. due to her 

original policy of protection. All the time, however, the 

Opposition Leader admitted the desir&bility of reciprocity 

with the United States, and believed that a retaliatory tariff 

might serve to promote it. 

Following 8 lengthy discussion on the respective 

merits of free trade and prote ction, lIacdonald t s resolution 

was defeated. 

DOlvUNION FII\fANCE, 1874-78 

Cartwright's Budget of 1878 was the lest one of the 

1$okenzie regime. In the general election of Septenber of 

that year hard times and dissatisfaction resulted in the 

defee.t of the Government. Sir John A. I~8-cdonald wa.s returned 

to power pledged to a policy of tariff protection. 

The financial history of the years 1873-78 larD~ly 

reflected the existing universal economic depression. It W!,1,S 

(1) House of Commons Debates, 1878, Vol. 1, p.584. 
(2) Ibid. p. 855. 
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the first period in Canadian history in which a l:iinister 

of Finance annoUnced deficits on Consolicw,ted Fund. It 

was the period which gHve birth to the National Policy of 

Fro te c t ion. In Grea.t Brita.in hard ti_::es merely a.roused mis-

givings about the policy of free trade; in Cans,da hard times 

che.nged the course of the fiscal policy and set it on the road 

to Protection. But the change did not occur until the coming 

of the second ItIacdonald Administration. The Libers.l Govern-

ment ha.d rigidly adhered to a tariff for revenue, and a.ll of 

Cartwright's tax measures were in conformity with this policy. 

In 1872-73, the last year of the first Dominion 

Government, the receipts on Consolidated ]'und had been 

~20,813,469; in 1874-75 they rose to ~24,648,715; in 1877-78, 

the le.st year of the },Iackenzie Government, they were ~22,375,Oll. 

The Customs and Excise continued to be the principal source of 

the revenue. The Customs yielded ~12,954,164 in 1872-73; 

j16,351,Oll in 1874-75; and ~12,782,824, in 1877-78. (1) 

The Consolidated Fund expenditure increased from 

~19,174,647 in 1872-73, to ~23,503,158 in 1877-78. It ws.s 

divided as follows: (2) 
1872-73 

Charges on the Public Debt •••• i,) 5,387,850 

Subsidies to the Provinces •••• 2,921,399 

Sinking ,b'und..... • • • • • • • • • • • • • 407 ,826 
of 

Collection/3evenue ••••••.••••• 3,395,475 

1-.=i8 ce llane QUS. • • • • • • • • • • • • • • • • 7 t 06 2 ,095 

(1) Public Accounts, 1894, pp. LI - LVIII 
(2) Ibid, pp. ]JL~II - XXXIII 

1877 -,78 

~? 7,240, 969 

3,472,807 

945,746 

0,301,124 

6,542,510 
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The fixed charges remained a very large proportion 

of the total expenditure. Cartwright's policy of economy 

was shown in the reduction of the controllable expenditure. 

In 1873 the net debt of Cana.da. was ~99,848,461; in 

1878 it had increased to ~140,362,069. The principal causes 

of the increase were the e"'5Cnendi ture of ~-';13 267 868 on canals,· .~..t:' if , , 

~9t876,488 on the Intercolonial and connected Railwa.ys; 

~9 ,122 ,556 on the Pacific Railway; of; 4,927,060 as debt allowa.nce 

on the &dmission of Prince Ed~~rd Island into Confederation; 

and, ~4,488,959 as deficits on Consolidated Fund. (1) 

The furilled debt peyab1e in London increased from 

~76,137,715, in 1873, to y121,244,415 in 1878. (2) Cartwright 

floa.ted three loans in London - an unguaranteed loan of 

~4,OOO,OOO in 1874; one ofJ{2,500,OOO, of which~l,500,OOO 

Vias gue .. ranteed by the Imperial Government, in 1875; and a.n 

unguaranteed loan of ~2 ,500 ,000 in 1876. The latter brought 

the highest price yet obtained on Canada's own una.ided credit. 

It was also the first Canadian loan floated 8.t 4 per cent. 

While the loan of 1876 seemed to indica.te the con-

fidence of the Eritish investor in the future of Care,ds. t that 

confidence was not shared in by IDalW Canadians themselves. The 
of 

pessimism/Richard CartvrriL;ht probably reflected the g-eneral 

feeling. 1'he country was discouraged and was prepared to 

experiment with any remedy. '.{hen the Conserv8,tive l?e,rty 

offered tariff protection it was accepted. 

(1) Public Accounts, 1894 pp.lxix-lxxi. 
(2) Ibid, p. xxxiv. 
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CHAPTER V 

THE NATIONAL POLICY UNDER MACDONALD, 

1879-91. 

'filley's Budgets, 1879-85 - l1cLelan's Budget, 1886 - Tupper's 

Budget-s, 1887-88 - Foster's Budgets, 1889-90 - Dominion Finance, 

1879-91 

If I may./say. Ur. Speaker, that the Budge tepee ches 
which-have been delivered in this Chamber since 1879 
bear & certain family likeness to one another; they 
all are made up in very much the same wa.y. n 

- Hon. David Mills (1894) 

"The seven lean yea.rs of depression" (1) were 

drawing to a close when Sir John A. liacdonald resumed the 

re-ins of power late in 1878. There was a world-wide improve-

ment in demand, and the marhets for Canadian products were re-

opened. Circumstances favoured the new Administration. 

The elections had been fought on the issue of 

Protection, advocated by the Conservative Party. Dalton 

fucCarthy, once a prominent Conservative member of Parliament, 

oonfessed that it was ttby going in for the National Polioy 

and ta.king the wind out of :Mr. !':ackenzie's sails we got into 

power. We became identified with the protective policy, end 

if tir. 11aokenzie had adopted a prote ctive policy we would. 

have been free traders. I am willing to make this confession, 

that if lir. l':lackenzie had been a protectionist, there would 

~have been nothing left for us but to be free traders. Eut 

la. ~raokenzie was either too honest or too earnest in his 

opinions to bend to the wave of publio opinion, and the result 

was he was swept out of power and had only a oorporal's guard 
(1) Skelton: General Eoonomic Histor.y, p. 148. 
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to support him when the House me t. n (1) The Conserve.tive 

victory wa,s followed by a.n immediate redemption of the pledges 

made during the campaign. 

In ~,=acdonald I s new Cabinet Leonard Tilley returne d 

to the portfolio of Finance, which he had held in 1873. He 

introduced the first seven of the long series of seventeen 

Budgets, all of which, as David ].:i118 rightly said, bore "e. 

certa.in family likeness to one another. tl (2) The t of 1879 

introduced the National Policy; all subsequent Budget Speeches 

until 1897, contained long eulogies on the effects of that 

PoliCY· Every year the ]'inence :,.:inister prepa.red new sta te-

menta and compiled new statistics to prove its success; every 

year, but one, Richard C8rtwY"ic;ht, now the chief fine.ncial 

critic of the Opposition, denied those sta.terreuts pnd delivered 

torrents of abuse on the system of Protection. "For seventeen 

years," seid Sir Charles Hibbert ~upper, rather cruelly, in 

1896, "we have heard from the member for South Oxford (Richs.rd 

Cart~Tight) the same style and the same tone, but for seventeen 

years the people of Cancda have preferred to stand his abuse 

ra.ther than stand him.lt (3) 

THE BUDGET OF 1879 - LEOlrARD TILLEY 

The first Budbet of the new Government, presented by 

Le owrd 1i11ey on :,:arch 14,1879, (4) was one of the most important 

in the history of the nD,tional finances of Ca.nada. It we·a the 

(1) House of Commons Debates, 1894, Vol. 2, p.293 - quoted by 
Sir Richa.rd Cartwright. 

(2) Ibid, Vol 1, p.762 
(3) Ibid, 1896, Vol. 1, p.1309 
(4) Ibid, 1879, Vol 1, pp.409-400. 
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first time that a l[inister of Finance definitely accepted 

Protection as the principle of the Canadian tariff policy, 

and made changes accordingly. 

Tilley announced a. deficit of ~1,128,146 for the 

fiscal year 1877-78. The receipts were y,22,375,Oll, agBinst 

an expenditure of ~~23,503,158. I.i:he oapital expenditure 

amounted to ~6,657,200, of which ~3t843,338 we,s spent on 

canals and ~2,228,373 on the Pacific Railway. The net in-

crease in the debt was w7,126,760 (I) lor the current year, 

1878-79, the Finance Ivlinister expected a deficit of ~2,400,OOO 

and one of ¥,l, 600 ,00 for the a pproaching ye ar. . Hence an in-

crease of ,*2,000,000 in the Cus toms reve nue W8.S ne ce ssary. 

An additional sum of ~'504,OOO would ha.ve to be provided for 

the interest on the public debt, owing to the loa.n of 1878. 

The I,:inister explained that on coming into office 

he had found it necesst1ry to floet a loan of/3,OOO,OOO in 

London - one half on the credit of Csnads, and the other half 

on the Imperial Guarantee. Tenders were called for, but the 

loan VI8·S teken up very slowly. Cartwri.j1t criticized Tilley 

for floating a loan s.t so inopportune a time. slnd st8.ted 

that it had cost Canada more than any of three previous loans 

he had contrE,cted. He also protested a.ge,inst Ce.nada·' B sinking 

fund, which he regarded as by far the largest any nation 

possessed. He hoped that the country would soon be released 

from the necessity of paying any additional sinking fund on 

neVl loa.ns. (2) 

(1) Public .l\coounts, 1894. p. lxix. 
(2) House of Commons Debates, 1879, Vol 1, ~p.438-39. 
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After treating of the general finances of the 

country Tilley proceeded to announce the tariff ohanges which 

were to institute the Nationsl Policy. The aim of the new 

tariff was not only the realization of $2,000,000 more revenue 

but also the protection of the industries of the countr,y. 

The large volume of imports into Canada and the unfavourable 

balance of trade were to be regretted. The prosperity of the 

United States was caused in great measure by the large favour­

~ble trade balance, whereas the depression in Great Britain 

was due to the large unfav 0 ura. ble ba.lance. . "Under the circum­

stances,H said Tilley. nit a.ppears to me we should turn our 

attention to the best means of reducing the volume of our 

imports from all parts of the world. Tl (1) It was also necess­

ary to take means to prevent the use of Ca.ne.~da as a "slaughter­

market" where United Stat.es manufac turers could send the ir 

surplus products at prices below those of their Ca.nadian 

competitors. 

In contrasting the great decrease of revenue in 

Canada with the decreases in Great Britain and the United States, 

Tilley explained that the latter countries derived their revenue 

mainly from specific duties, whereas in Canada the duties were 

largely ad valorem. Hence a £8.11 in the value of goode would 

mean a decrease in receipts, and because of the enormous fall 

in values during the economic depression there was a corres­

ponding fall in the revenues of the Dominion. The new tariff 

would attempt to remedy this situation. 

(1) House of Commons Debates, 1879, Vol. 1, p. 414. 
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The National Policy a~.med to "touch more 

heavily the imports from fore~.gn countrles than from our 

Fatherland," (1) whi.ch admitted our natural products free 

of duty.Since 1865 a large portion of the products of the 

Un! ted States had been admt tted free of duty tnto Canada, 

in the hope of a more liberal tariff policy. This had been 

in vain, and it was now intended to impose duties on those 

products. Coupled with this, however, was to be a resolution 

to the effect that, "as to articles named, which are the 

natural products of the country, includtng lumber, if the 

United States take off the duties In part or i.n whole, we tare 

prepared to meet them with equal concessions. The Government 

believe in a rectproc~ty tar~ff, yet may discuss Free-Trade 

or Protection, but the question of to-day ls - Shall we have 

a reciproci ty tariff, or a one-s~_ded tariff?"( l) Thus the 

National Policy included a stand~_ng offer of rec~ proc~.ty to 

the United States. 

The Government a~med to extend trade, and In order 

to encourage the export of Canadian manufactured products, it 

was proposed to give manufacturers a drawback on the duties 

paid upon goods used in the manufactures of the Domtnion which 
J 

were exported. It was also intended to impose countervailing 

duties on goods fed by the bounty system of foreign countries, 

which materially affected such industries as sugar-reflning In 

Canada. This would bear more heavtly on the products of the 

United States than on those of Great Bri.tai_n, but, said Tilley, 

"rr our friends across the border wtll not gi.ve us the Rec~_pr-o-

(1) House of Commons Debates, 1879, VOl. 1, p. 415. 
(2) Ibld, p. 415. 



- 94 -

city mreaty again, they cannot find anything to object to 

in the imposition of these duties ••• " (1) 

The new tariff raised the duty on unenumerated 

goods from 17~ to 20 per cent. This increase, it was ex­

pected, would yield $750,000. The texttle industr~es were 

especially favoured. On cotton goods likely to be manu-

factured in Canada, the duties were raised from 17~ per cent 

to rates, spec~_fic and ad valorem, equ5.valent, on the importa-

tions of 1881, to 30 per cent. (2) Whlle unmanufactured wool 

was to be admitted free, the duties on other wool and woollen 

goods were practically doubled. A duty of 10 cents per pound 

plus 25 per cent ad valorem was imposed on clothing. 

The rate on furniture and clocks was ~ncreased to 

35 percent - an increase of l7~ per cent. On carriages, 

glassware, wall-paper and silk, the duty was raised to 30 

per cent, and on boots and shoes, buttons, rubber goods, 

woodenware, earthenware, and stoneware, to 25 per cent. 

A duty of 50 cents a ton, as in 1870, was imposed 

on anthracite and btturnlnous coal, and on coke, "In the hope 

of giving the Canadian market to the coal depos~ts of Nova 

Scoti a. The United States duty was 75 cents per ton of c081.(3) 

The duty on agricultural implements was ra~sed from I7~ to 25 

per cent. 

(1) House of Commons Debates, 1879, Vol.l, p.416 
(2) Skelton: General Economic History, p. 153. 
(3) Hopkins, op. ctt., p. 290. 
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Tilley pr.oposed to e:nc:-ourage the Canad:tan iron 

industry, iron being, as he said, the cause of the prosperity 

of England, France, and the United 0tates. He, therefore, 

imposed a duty of $2 per ton on pig-iron, whi.ch prevlously 

had been free. This corresponded to the United States duty 

of $7. per ton. The duty on iron billets, bars, and rods 

was increased from 5 to 10 and 17~ per cent, while manufactured 

iron and steel p'roducts and machinery were gi ven 25 to 35 per 

cent protection. 

The National Policy aimed also to protect agrtculture, 

It imposed a duty of 15 cents per barrel on breadstuffs and 

barley; 10 cents per bushel on oats; 15 cents per bushel on 

wheat; and 20 per cent, instead of 10 per cent, on vegetables. 

In the United 0tates, there had been duties on agricultural 

products for some years. 

There was to be a duty of 8 cents per hundred 

pounds of salt. However, following the pol~cy of 1870, 

salt tmported from the United Kingdom br other British possess­

ions was to be adml tted free. On all refined sugar there was 

imposed a duty of 1 cent per pound and 35 per cent ad valorem. 

The duty of 10 per cent on tea from the United ~tates was re­

imposed. 

Althougn jewellery was a luxury, the duty on it 

was only increased from l7i to ~O per cent, because of the 

great inducement to smuggling which it offers. The duties 

on champagne and spirits were also raised. 

Raw materials, such as cotton. waste and cotton 

wool, and pulp, and machinery for worsted and cotton mtlls, 
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of a kind not manufactured :tn Canada, were placed ob the 

free" list. Anotner feature of the changed tartff wa.s the 

substi tution of speciftc or compound dut~"es for the old 

ad valorem rates. This was to guard against decreased 

revenue in the event of a fall in values. 

tariff. 

These were the main changes introduced by the new 

Tilley said that the GOl ernment hadtrled to assist 

~ll possible interests. If the proposals were not accepted 

"almost every manufacturing industry in the country will be 

closed up, and the money invested in them lost, within two 

ye ar s ." (l) The time had come for Canada to decide "whether 

we will be simpl, hewers of wood and drawers of water, whether 

we will be simply agricu.l turtsts ra~"sing wheat, and lumberman 

produ.cing more lumber than we can use," (2) or whether the 

industrles of the country are to be protected and given the 

home market. Canada was not erect~ng a Chinese wall, but 

VIas merely imposing reasonable duties on fore~gn products. 

The estimated :lncrease tn revenue from the new 

tariff was $2,200,000. 

The introduction of the National Pol~_cy created 

a prolonged debate in the House of Commons. Ri chard Cart wri gh t,1 

as the former Minister of Finance, replied to Tilley, and 

delivered a powerful indictment of the protective system.(3) 

He reminded the House that in 1873, when the adverse balance 

of trade was greater than ever before Ti11ey had expressed 

no fear, but, on the contrary, had said that the prof~ts of "-
( 1) House of Corrunons Debates, 1879, Vol. 1, p. 429. 
(2 ) Ibid, p. 429. 
(3) Ib1d, p. 433, et seq. 
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the increased imports would enable the country to meet ~ts 

expenditures. By tts pol~cy of Protect~-on the Government 

was arrogating to itself "the power, by art~_f~cl.al leg~- slati~on, 

of relieving men from the consequence of thei.r own blunders 

and their ovn1 folly. rr (~l It was unjust to enable certain 

sections of the c~~unity to tax the rest of the people for 

their private gain. As for the tariff on agricultural pro-

ducts, it afforded a mere sham protection to the farming 

interests. 

Cartwright predicted that because of the great 

geographical and industri.al dtfferences ~n Canada, Protecti.on 

would split Confederation "into a thousand p~eces" (2) It 

would result in over-crowd~ng the towns and c~t~es a t the 

expense of agriculture. It would encourage smuggling. It 

would Cl:1eate a far worse domestic compet-1.t-i on than the fore1.gn 

competition to which Canadian tndustrtes had been subjected. 

It would discourage -i_nttiatlve, self-rel~_ance, and invention. 

Finally, the effect of the National Foltcy would be as the 

Bible sa~_d, "To~ him that hath shall be gi.ven, and to htm that 

hath not shall be taken away, even that which he hath." (3) 

The former Finance Minister bel i_eved that dutles 

on tea and sugar should be imposed mainly for revenue, but 

under the new tariff money would be taken from the poor to 

fill the pockets of special tnterests. Iron, the raw material 

of an immense number of industries, should be free. The new 

(1) House of Commons Debates, 1879, Vol. 1, p. 435. 
(2.) Ibid, P .441 
(3) Ibid, p.443 
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tariff on iron was levelled against Great Britain, as the 

greater portion of Canada's manufactured irom was imported 

from that country. A tax was thus placed non a chlef pro-

duct of almost the only country in the world that adw_ts 

our products free." (1) 

In discussing the new tax on coal, Cartwrlght 

said that "if there be a prlnciple of political economy 

clearer than another, it is the prlnc~ple that the worst 

tax which can be imposed ~ s a tax on a necessary of 1 ~.fe, 

like coal." (2) It falls upon the poorest classes in the 

depths of winter. The same argument applied to the duty on 

woollens. 

The policy was bad from the financial aspect, 

because for every dollar put into the National Treasury 

four dollars would be taken from the pockets of the people. 

Also, capital would be arti_ficially diverted. Parltament 

would be corrupte'd. Uncertatnty in trade would be created. 

An unequal dlstrlbut~on of wealth would be encouraged. 

Sectional feeling would be aroused. The future of Canadtan 

prosperity was endangered. 

Cartwright, in hls vehement attack, pai.nted a 

picture of Europe contending with Socialism, and said: "Sir, 

you are here deliberately introduc-t.ng a system wh~.ch recog­

nizes the leading ideas of Socialism, whtch, indeed, practic-

ally justiftes the leading tenet of Soc~alism, that property 

(1) House of Commons Debates, 1879, Vol, 1, p.441. 
(2) Ibid. 
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acquired in this way, under a tar~ff such as this, is very 

little better than downright legalized robbery.ff (1) 

Mackenzie, the former Ltberal Pr~_me M~.n".ster, 

wondered how the Government could adopt protect~on, ~n 

view of the expertence of the Un~ted states. He refused 

to agree that an increase in taxati_on could make a country 

great. John Charlton, a prominent Li.beral member, attacked 

the agricultural duties as a sha m. (2) "There is a n old. 

adage," he said, Uthat the farmer is the ass that carrles 

the most of the burthen and eats the least of the hay." (3) 

The duties on wheat, oats, and barley, and the others, were 

mockerles. It was ridiculous to beli.eve that a duty on 

products of which a surplus for export is produced could 

raise their prices. The markets in every part of the 

globe were ruled by the quotatlons on the Llverpoo1 Corn 

Exchange. The farmer was be~ng deluded by the bel-1.ef that 

he would benef~t from PrOL8ctton. 

Tupper, tn defend!ng the new tar~ff, sa1 d that it 

would bring about free trade i.n coal w~ th the Un~ ted States. 

In fact, "at no distant day we shall enjoy all the advanta.ges 

which we possessed under the Reclproc-ity Treaty."(4) But 

Charlton ridiculed the idea that Canada could force or 

dictate Un! ted States pol ~.cy. 

(1) House of Commons Debates, 1879, Vol. 1, p.457. 
(2) Ibid, p. 527, et seq. 
( 3) I b 1 d, p. 531. 
( 4) I bid, p. 464. 
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In renewing the discussion, Ca rtwright said 

that the tariff would impose an enormous taxation on the 

agricultural popula.tion without any slgnificant return. 

Further, Canada's market was not large enough to encourage 

manufacturing at a low price. He believed in a low c·ost 

of 1jving. The country had spent millions of dollars to 

facilitate trade, and now a policy was brought in to prevent 

It. 

David 1iills, a former Liberal M~.ni.ster of the 

Interior, said that Tilley's statement had been contradtctory. 

The :M-tnister had stated that h-t s pol ~.cy would promote :t..nter­

provincial trade, and yet he hrged reciprocity wtth the 

united States which would greatly dlm:lntsh lnter-provinc~al 

trade. "If Ontario ought", asked Mills, "for reasons of 

state, or for occult reasons of political economy, hidden 

from Free-traders and Englishmen, but revealed to the 

Premier and those who follow him, to purchase Nova Scotia 

coal, why seek to bring about reciproca.l Free-trade i.n 

coal?" (1) 

1.18ckenzi.e moved a resolut~ on embodyi.ng the view 

of the Opposition, but ~.t was defeated. Ttlley sald that 

Canada required revenue, that dlrect taxation was out of 

the question and that the fact had to be cons~dered that 

Canada lay alongside a country Which protected i.ts ~ndustri.es 

and labour. 

Thus was the National Pol~cy adopted tn the 

midst of vehement and bi . tter discusst on. In the light of 

(1) House of Commons Debates, 1879, Vol. 1. p •. ,8$!) 
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the speeches of the day many- believed it merely a temporary 

policy intended to force Reciprocity. As Go1dwin Smith 

wrote to Lord Farrer, in 1885: "Retaliatory against the 

Americans the Canadian tariff was, and I never denied tt. 

Protectionist, in the ftrst instance, it was not. Both 

publicly and to me in private str John Macdona1d positively 

repudiated that intention •••••• Afterwards the Government 

was tempted by the scent of party gain ~nto hoist~ng Protect~onis 

colours and declaring its intention, instead of reducing when 

it had a surplus, of keeping on the duttes for the purpose of 

Protection. n (1) 

THE BUDGET CF 1880 - SIR LEONARD TILLEY 

Sir Leonard Tilley - both Tilley and Cartwright 

had recently been knighted,de11vered his third (2) Budget 

speech on March 9, 1880. (3) He stressed the need for 

greater revenue to meet the capital engagements of the 

country, and the deficits wh~ch had averaged $1,750,000 

for the past four years. To meet capttal requlrements 

and maturing liabll~t~es, he had floated a loan off3,000,000 

in London, in 1879. It yielded $700,000 more than what 

cartwright had obtained for a slmllar loan in 1874, and 

$600,000 more than the loan of 1876. The country's credtt 

was rising. Wherea s a year ago Canadian securities were 

(1) GOldwin Smith's Correspondence, edited by Arno1d Hau1ta~_n 
(New York, 1913), pp. 173-174. 

(2) Including that of 1873 as his first. 
(3) House of Commons Debates, 1880, Vol. 1, pp.509-524. 
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'1 per oent lower than those of New South Wales, which stood 

at the hea,d of every other British colony, the difference was 

now only two per cent. 'fhe Opposition agreed that the loan 

had been obtained on excellent terms, but pointed out that 

Tilley had been fortunate owing to the cheapness of money in 

LJndon..rhe necessity of setting aside the sum of ~75tOOO 

6ID1ue.lly for sinking fund on the loan was regretted. 

~~e deficit for the fiscal year 1878-79 was 

~lt9Z7,999. The revenue was ~22,5l7,382. Tilleyattributed 

.ji~300,OOO of this amount to Customs a.nd Excise receipts in 

anticipation of the tariff changes. The estimated receipts 

from Customs ha.d been ~ 13,750,000; the actual rece ipts were 

t~;12t900t6f59.:':;:he ordinary expenditure was '-.r24,455,38l, about 

~800,OOu in excess of the e~timate. The Finance ~.Iinister said 

that it was only the anticipation of the new tariff that pre­

vented a deficit of over ~3t400,OOO. 

The capital expenditure in 1878-79 amounted to 

~5,648,331, including t;3,064,098 for canals and ii2,240,285 

for the Pacific rtailway. ~he net increase in the debt was 

~:2 ,628 ,11 7. (1) 

For the current year, 1879-80, 1illey estimated total 

receipts a.t 'a:24,450,OOO, including {ir14,OOO,OOO as Customs duties 

He added that part of the Customs a.nd Exc·ise rece ipts of 1878-79 

v/hich he believed was due to the neVj teriff to the tota.l revenue 

of the current year, es he said that it riohtly belonged there. 

He expected a deficit of ~500,OOO, in contrast to the large one 

of the past year. Por 1880-81 he anticipated a surplus of ~?500tOOO. 

(1) Fublic hccounts, 1894, p. LXIX. 
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After reviewing the first effects of the Hatio:rw.l 

Policy, Sir Leonard concluded that imports from Grea.t Britain 

had diminished less than those from the United States. Relations 

between Canada and the l-':otherland had not been strained, a.nd 

Canadats oredit was high, as was shown by the loan of ~879. The 

tariff bore equally on all portions of the Dominion. It had 

given encours6ement and hope to industry, with the result that 

the country W8.S in a much better posl tion than a year ago. Also, 

Tilley expected that by the close of~ the year, nthe bals.nee of 

tra.de which some gentleLlen think is of no importance, though I 

think it is of vital importance to this country, will for the 

first time in the history of the Dominion be in our favour.tt (1) 

The Budget speech proposed certain changes in the new 

tariff - as did almost every Budget Speech efter 1879. The duty 

on bituminous coal was raised from t,O to 60 cents per ton, to 

make possible the use of Novs. ;:)cotia. coal as fs.r we et es Hamil ton. 

The duty on ciD-ers .f:.nd cigr:',retts W8.2 incre~' sed frOIn 50 to 60 

cents per pound. A duty of 3 cents a pound was imposed on wool 

and combing wools produced in Ce,nE de. 'l:he duty on billets W8-S 

reduced from 12~ to 10 per cent. Steel and its manufactures were 

placed on the free list until 1882. Various raw materials were 

added to the free list. 

The debate on the Budget centred on the tariff and all 

the arguments of the last session were repeated at great length. 

Sir ~iahard Cartwright delivered a characteristic speech. {2} 

The country was depressed; it we-s suffering from unemployment, 

bankruptoies, and emiGration. Erices had risen, and the people 

(1) House of Commons Debates, 1880, Vol. 1, p. 523. 
(2) Ibid, p. 525 et seg. 
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were dissatisfied. The prosperity that did exist was due to 

a good harvest and to a more profitable market for Canaidan 

lumber. l.Ianufacturing, apart from a few cotton f2.ctories and 

sugar refineries, was derIving but little benefit frofn the new 

tariff. Combines to raise prices had been encouraged, and the 

cost of prime necessities had increased. The tariff fell 

heaviest on the poorer classes, who were being discriminated 

against because of the system of specific duties. In the last 

ten months 40,000 more tons of coal had been imported than in 

the whole of the previous year. '..:.lhe miner, therefore, pa~d 

more for his necessaries of life and received nothing in return. 

The tax on sugar was particularly unjust. 

~3,500,OOO of which only 'ir2,OOO,OOO reached the l.'reasury, the 

remainder going to the monopolists of the sugar-refining industry. 

Certwright contra.sted the VHst market and the enor:nous 

range of products of the United ~Jtates wi th Cans.de.' s small 1Il.8rke t 

~hen, referring to the oft-quoted balance of trade theory, he 

seid "tha.t a nation exporting more than it imports is either 

betting the worst of the bargain or is indebted to other nations, 

which, though true, is cel"tainly not a cause for great congratu­

lations on our part. TT (1) 

In the course of the debate, ~i11ey reviewed the 

position of the finances of Cansde, Bilj.ce 1867. (2) In the latter 

year taxation was ~3.55 per head of the population; in 1879 it 

had risen to ~4.55. The principal causes of the increase were 

(1) House of Commons Debates, 1880, Vol. 1, p. 533. 
(2) Ibid. Vol. 2, p. 1100 et seq. 
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the re-arrangement of provincial debts in 1873; the interest, 

Sinking fund, and maintenance expenses of the Interco1onia.l 

Railway; the interest and sinking fund on the construction of 

the F&cific Eeilway and the canals; the expendi ture c.onsequent 

upon the addition of four new provinces; and the increased ex­

penditure on the North--aest, on public works a.nd on the Post 

Office. The construction of the Pacific Railway would further 

incre2.se the annual expenditure, both cBpital a.nd ordina.ry. 

Sir Richard Cartwri~ht attacked the re-arrangement of 

provincial debts by the Act of 1873, on the ground that it had 

done the greatest injury to the provinces by encouraging extrava-

gence. He said tha.t had Tilley "had the manhood, end the honesty 

to tell them that they must provide, out of their own funds, for 

their necessities, instead of allowing them to put their hands 

into the Dominion Treasury, they would not now have found them-

selves in the difficulties into which their own folly had plunged 

them. It (1) 

The Opposition also attacked the undertaking to con-

struct the Pacific Railway. In Committee of Supply, Edward 

Blake, the new levder of the Liberal Party, stront:1y urGed that 

the public interest demanded the postponement of this undertaking. 

(2). It would necessitate more texBtion Which the country could 

not stand. The increc~.se in expendi ture had been a1 together dis-

proportionate to the increase of tax-paying power. Large 

borrowings had been necessary to meet deficits, but this had to 

(1) House of Commons Debates, 1880, Vol. 2, p. 1312. 
(2) Ibid. p. 1457 et seq. 
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cease. While the Canadian debt was increasing at a. rapid rate, 

that of the United States was being enormously reduced. Rather 

than enter upon reckless engagements Blake urged economy and 

retrenchment. 

The year 1880, nevertheless, saw the si~ning of the 

contract for the construction of the Canadian Pacific Railway. 

1:his was to be the principal cause of the incree.se in the Dominion 

debt for several years. 

THE BUDGET OF 1881 - SIR LEOl\l;RD TILLEY 

In his fourth Budge t epee ch, Fe bruary 18_ .. 1881, (1) 

Sir Leonerd Tilley asserted that the most sanguine expectations as 

to the financial results of the tariff had been realized. The 

estimated deficit of ~500,OOO for 1879-80 had been reduced to 

~243,228. The Public Accounts, however, showed a deficit of 

~l t 543 , 227. (2 ) ~illeyts explanation of this difference was that 

because of the introduction of the new tariff in TIarch 1879 there 

had been large increase B in imports and withdrawals from bond t in 

the first three months of that year, in anticipation of the tariff 

cho,nges. Hence ~1,300,OOO had teen paid in Customs and Excise 

duties in 1878-79 which properly belonged to 1879-80, a.nd which 

the 1::inister included in the receipts of the lat~r year. 

Cartwright ridiculed this exple-retion, saying it v~as 

a curious means for Tilley to adopt in order to escape responsib-

ility for the deficit of 1879-80. Re took as much as he needed 

from the receipts of one yev.,r and added them to those of the other, 

(1) House of Commons Debates, 1880-81, Vol. 2, pp.1018-28. 
(2) Public Accounts, 1894, p. XXXIII. 
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and the thing was done. Sir Richard denied that there had 

been any marked anticipation of the tariff of 1879, and added 

that the fact was nas the Lorldon Economist naively put it, 

when cOlIl.i'nenting on this very transaction: 'The Canadian ~ainister 

of Finance has a deficit of t400,OOO, but he prefers to call it 

:£ 80,000.'" (1) 

The Consolidated Fund receipts of 1879-80 were 

~23t307,406, and the expenditures ~24t850t634. Customs receipts 

were ~,l,lOO,OOO in excess of those of the previous year, while 

Excise showed a decrease of a like amount. ~~e interest on the 

public debt increased by ~600,OOO and reached the new high level 

of ~7,773,868. (2) Capital expenditures amounted to ~8t241,173, ' 

of which half was for the Pacific liailway, the remainder being 

divided between canal construction and the Intercolonial Railway. 

The net increase in the debt was y,9,46l,401 - the largest in­

crease since 1873. (3) 

Tilley estimated that the lcrge increase in Customs 

receipts would yield 8 surplus of ~2,OOO,OOO in the current yea.r, 

and ~1,410,OOO in 1881-82. 

The Budget speech of 1881 proposed certain changes in 

the tariff which added a number of raw materials to the free list 

and raised the duties on some manufactured articles. llhe :b'ins,nce 

I:inister e.nnounced that there would be no genere.l reduction in 

the tariff until the Hationa.l Policy was fully developed. The 

Gover.nment, however, was still ready to renew the Reciprocity 

{l} House of Commons Debates, 1880-81, Vol. 2, p. 1030. 
(2) Fublic Accounts, 1894, pp. li-lviii 
(3) Ibid, p. lxix. 
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Treaty with the United States. Even if the latter country 

would not offer a free market to the natural products of Can~.da, 

l'illey proposed to employ any 8ubstantia,1 surplus for a reduction 

in taxa.tion. 

The Finance 1rinister stated that the ta.riff he"d justified 

itself as e producer of revenue, and had given a great impetus to 

the manufacturing interests of the country. ~~ctories had been 

estsblished; wages were higher; employment was afforded to 

14,000 additional worK:ers in eighteen months. Agriculture wc.S 

elso benefitting. '..lhe three.t tha t the ta.riff would de stroy 

COnIederation had not materialized. ~illey pointed to the 

&--eneral economic improvement in Canada.. Exports were incree~sing 

and the year 1879-80 sew 8. fe.vourable ba.lFnce of trade of 

tt?l ,451,711 for the first time since Confeders tion. Trade was 

expanding; bank deposits were increasing; railway tre.ffic was 

greater. ..lhile C8.Y.i.CJ.dian 4 per cents were selling at 90 or 92 

in 1878, they had risen 7 or 8 per cent in 1881. But, it was 

shown that although the price of Canadian 4 per cents was 103 

to 104, that of the United States securities was 116 to 117. 

Tilley attributed the 12rger part of the prevailing 

prosperi ty to the ~J8,tional Policy. He concluded by comparing 

the debt and taxation of Canada with those of the Australian 

Colonies, to the apparent disa.dvantage of the latter. :rhe 

compe,rison, however, was unfair. In Australasia the r2ilways 

and the public works were the property of the state. ~.~any of 

these were highly productive and afforded a considerable pro­

portion of the revenue, thus facilitatinb the payment of interest 
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on the loans floated for their construction. If all the 

Canadian railw8,Ys were the property of the Government the 

national revenue and expenditure would be doubled and the 

proportion per hee.d correspondingly increased. (1) For a. fa.ir 

comparison between Canada and Australia the entire debt in-

curred by all the railways of Canade. should have been added 

to the national debt. 

In his reply to the ~.=inister of l!'inance, (2) Sir 

liichard Cartwrit:;ht atta.cked the esti:lates presented on the 

ground of extravagance. There had been an increase of 

~3,OuO,OOO in expenditure within two years, and new under-

takings would soon add 'f?2,000,000 more to the annual fixed 

ooorges. The latter were now entirely disproportionate to the 

total recipts. ~he temporary increase in revenue offered too 

great an inducement to increase the fixed charges. CartwTight 

also protested against the failure to close the Intercolonial 

ha.ilway account because it was encou.r2.€inf; increased expendi-

ture which otherwise miGht not be undertaken. 

Sir ~ichard delivered e bitter attack on Protection. 

He ridiculed 'i'illey's state::.-:ents as to the effects of the liational 

Policy. ttWhe n the re is d i stre s ,tf he sa id, Tf the y have ver iou8 

devices to bet out 01' it. ;)ome nations offer human sacrifices, 

Borne make long prayers, some consult oracles, end some, in order 

to ma~ce the people richer, impose more taxes. n (3) Cartwright 

(1) Canada: Statistical Eecord, 1886, pp. 118-119. 
(2) House of Commons Debates, 1880-81, Vol. 2, p. 1030 et seq. 
(3) Ibid, p. 1031. 
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held that it was unfair to compare, as ;Iilley did, a. revenue 

tariff in a time of acute depression with a protective tariff 

in e. time pf prosperity. The economic improve:nent was not a. 

conse que nee of the Ha. tional Policy, nor was it confined to 

Canada. It ~~s universal. The crisis was not connected with 

tariffs. The :b'inance r,:inister had said that he now expected 

a surplus because of increased imports; the aim of the Govern­

ment's policy was to decrease imports. Row then \~S it possible 

to claim that the surplus and the prosperity were the conse­

~uence of the l.Ta tional Policy? Canada IS prosperi ty was the 

result of a plentiful harvest, a. le.rge forest production, and 

e. gre~, t er fore i gn de IDsnd • In spite of protection there was a 

decrease of '1l1,OOO,OOO in the exports of Cenadian manufa,ctured 

articles. l£he Netional :Policy had done nothing to increase 

the production of the staples which were the cause of the 

prosperity. The greater exports were almost entirely due to 

articles of the forest, animals end their products, a.nd agri­

cultural products. 

Sir Richa.rd stress ed the value of internal free 

trade in the United ~tates, and said that protection could never 

produce the same effects in Canada. as it did in the former 

country. The market was too small, r:1aking it impossible to 

manufacture cheaply and in large quantities. Finally, 

referring to the minor ta.riff change s proposed, he se.id: "1 

think we mey thank the honourable gentleman for what he has 

done to us in the way of c,ddi tions to the free list. ho doubt 
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that the House and the country will be glad to know that, from 

and after this da.te, manilla be2,ns will be free t and nux 

vomica will be free too. Has the honourable gentlei~n any 

desiGns on this side of the House? Does he think that, over-

whelmed a.t the success of the IJetional Policy, we shall, in 

sheer despair, have recourse to the old Roman mode of ending 

our trouble, tha t he consents to make nux vomica free?" (1) 

Edward Blake, Leader of the Opposition)moved an 

amendment to a motion that the House go into Committee of 

Supply, to the effect that the rate of taxation was excessive 

and should be reduced, regard being hE..d to those taxes which 

:pressed most severely on the ~nE.sses of the people. (2) He 

said the. t the surplus which :2illey expected came from the 

people end should be returned to them. ~hat increesed taxation 

should produce increased revenue was no miracle. Blake's 

amendment was defeated as waseleo a later one by Cartwright, 

which regretted the increase in fixed charges. '.l.'illey pointed 

out that a lert;e part of the Dominion expenditure \vent to the 

provinces, end sa.ved these from high loce.1 taxation. In the 

United Sta.tes, however, state and municipa.l ta.xation were both 

necessarily high. 

THE BUDGET OF 1882 - SIR LEOI[_·\RD TILLEY 

Ti11ey's Budget speech of February 24, 1882,(3) was 

evidently prepared with an eye to an approaching @eneral election. 

(1) House of Commons Debates, 1880-91, Vol. 2, p. 1041. 
(2) Ibid, p. 1308. 
(3) Ibid, 1882, pp. 78-96. 
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It contained popular measures and lavish statements. The 

Minister asserted that the prosperity and the crenit of 

Canada were now in 8 position unequalled in the history of 

the country. The public debt was no cause for alarm. In 

1867 it was 925 per capita; in 1873, ~i29; and .in 1881, tjf35. 

In the latter year the net debt stood at ~155,397t680; by 

1890, as a consequence of the contract with the Canadian 

Pacific Syndicate, and of the expenditure on car~18 and other 

public works, the debt would be ~203t397t680. At the same 

time ~illey estimated that the surpluses onConsolidat~d Fund 

probably e.mounting to \f14,000,000 to;ge·ther with the ~inking 

fund of ~t13,500,OOOt would reduce the debt to tir175,000,OOO. 

Expecting an increase of 18 per cent in population, the per 

capita debt would be only ~34.27. Eurthermore, if the Govern­

ment would sell only one half of the 150,000,000 acres of 

arable land in the West at but one dollar per acre, the pro­

ceeds would meet the whole expenditure on thel?acific Ruilway 

a.nd the i~orth-~dest down to 1890. 'ihe debt would then be only 

$100,000,000 instead of ~175,OOOtOOO or ~20. per hea.d. But 

1rilley's optimism was to prove quite unjustified. 

~he Finance l· .. inister announced a surplus of 

~4.l32.743 for the fiscal year 1880-81. instead of an estimated 

surplus of ~2.000,OOO. Although $8,160,000 were spent on 

public works a.nd 1Ji2,OOO,OOO of existing 1ia.bilities were re­

deemed, the surplus of over ~4.000tOOO together with the 

~,760,OOO of deposits in the Government Savings Banks. enabled 
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the Government to meet payments chargeable to capital and 

still to decrease the interest account without borrowing one 

dollar. As in the United States the surplus was used to 

prevent a debt increase. 

The total Consolidated Fund receipts in 1880-81 

were ~29.636t297t exceeding the receipts of the previous year 

by over ~6t600,OOO. The Customs alone yielded ~18,406t092 

as against ~l4t07l9343 in 1879-80. (1) The ordinary expendi-

ture was ~ 25.502,554. The capital expenditure amounted to 

i8,176,3l6, including ~4t968,503 for the Caradian Pacific 

Railway, ~2t077t028 for canals, ~608t732 for the Intercolonial 

Railwa.y, and ,v.334,681 for Dominion Lands. The net increase 

in the debt was tfr2,944,191. (2) 

Ti11ey estimated a surplus of ~4,460,OOO for the 

current year, and one of (,;3,000, OuO for 1882-83. The oapi tal 

expenditure anticipated for the latter year was ~9t200,OOO as 

subsidy to the Canadian Pacific Syndicete, ~9,OOO,OOO for the 

completion of parts of the F'ailway now under contract t and 

for oane,la and other publ ic works, and ;'7.340 t 000 for the re-

demption of securities. Of the ~16,340,OOO, apart from the 

subsidy to the Syndicate, ~13,OOO,OOO would be met by cash on 

hand, by the estimated surplus, the savings bank deposits, and 

the expected increase in circulation of Dominion notes. 'i:hus 

only ~3t600,OOO would have to be borrowed. The increase in 

bank deposits in Canada, in a little over three years, had been 

~36 ,000,000 large ly owing to the Na. tional Policy. As a. conae-. 

quenoe of ·the inoreased prosperi ty Hwe were able to provide 

(1) Public Accounts, 1894, pp. li-lviii 
(2) Ibid, p. lxix. 
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for ~8,150,OOO last year, ~12tOOO,OOO this year, and 

~16,OUO,OOO for next yee~r without floating s, loa.n outside 

of the Dominion of Canada, or any loan indeed, except the 

amount received from the earnings of the people of Canada.ff{l) 

But the sevirlgs be-Ilk deposi ts were actually loans from the 

people at a very low rate of interest. 

The Budget speech also announced chang~6 in the 

ta.riff in a downwe,rd direction. Tea and coffee were pls,ced 

on the free list, aa were also woods and tin in blocks, pigs, 

bars and sheets, to aid the canning industry. The duty on 

screp iron was reduced from two to one dollar per ton t and 

ce rte-. in 0 f tl'J.e d ut ie s on sp iri t s we re re vi se d .~lhe se change s 

involved a reduction of ',rl ,000 ,GOO in taxe..tion under the head 

of Customs. The Stamp Tsx, which had been imposed in 1867, 

was eleo abolished, involving an expected loss of ~iP200,OOO 

to the revenue. 

The GoverrLllent proposed to give a bounty of ~)150 ,000 

to the fishermen of Ce.nada both in lieu of the interest on the 

Fishery ~:...wc-rd, gnd to encourage the industry. 

1illey I s proposi tions would entail B. 108s of ,*1,300, 

000 a year from Customs and Excise, and Hn additiona.l expendi­

ture of t150,OOO, made possible by the prosperity of the 

country. A further reduction wa.s made, after the delivery 

of the Budbet Speech, authorizing publishers of Canedian neWB­

pa.};ers and periodicals to mail these free of postage in Ce.nada. (2) 

(1) House of Commons Deb5.tes, 1882, p. 86. 
(2) Ibid, p. 1419. 
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As had become customary, the }'inailce I\Iinister, 

before concluding his speech, gave the House, what CartYv.right 

called, tfa ne\v series of kaleidoscopic views of the bee.uties 

of the i.~Htional Policy.Tt (1) j20 it he ma.inly attributed 

the increased prosperity, the growing employuent, the higher 

purchasing power, the large revenue, the new factories, the 

rise in wage.s, the wider marlcets, and the competition which 

kept prices low at home. The l;~inister sa id thn t the cost 

of manufe.ctured 8,rticles was less than under the old tariff. 

The CanE dian fa.rmer wa.s benefi tting from the home market 8.nd 

the higher prices for his products. ~he railways, the 

lebourers, the mechanics, the miners, all were prospering. 

The credi 11 of Ccnada. vn3.S now higher the"n that of all other 

colonies; Canadian securities stood next to Consols in the 

London marl:et. And, it was the 2<-ational Policy that llraised 

us to our present enviable position. tT (2) 

Notwithstanding these extravagant staternents, which 

sounded like an election manifesto, J:illey confessed that 

Canada was alv~ys ready for reciprocity in naturel products 

with the United States. The Speech from the Throne, at the 

beginning of the session, had thanked Providence for the pre­

vailing prosperity, and Edward Blake ha.d said: "1 em gl8.d to 

see that the improved prosperity in its v8,riou8 aspects is 

attributed to the Giver of ell good, by which, I presume, Vje 

are not to understand the Finence V~inister.lT (3) After 

hearing the Budge t speech, Blbke must h~tve been disillusioned. 

Cl} House of Co~~ons Debates, 1882, p. 96. 
(2) Ibid, p. 96. 
(3) Ibid, p. 9. 
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Tilley's speech aroused s. lengthy debate, 

centering on the merits a.nd demerits of the Hational Policy. 

Sir Richerd Ca.rtV'ITight (1) rerllinded the House that the be.12nce 

of tre..de was now seriously B.gainst Cane.da. Al though he 

believed the theory false, he wondered whether ~illey's view 

hed been cha..nged. The former Iiinister challenged the stete-

ment that the new tariff had decrea.sed the prices of commod-

i ties. Hew taxes cannot decrease prices, and if they can, 

would the l'.~inister l1follow that to the logical resul t a.nd 

put on more taxes, so that we may ultimately get these things 

for nothing?" (2) If Canadian manufacturers could produce 

a.s che&ply or lnore cheaply than others, there W8·S no need for 

protection. lhe (.uestion was not whether goods were cheaper 

than they ha.d been in 1878, but whether they were now cheaper 

than in other countries. 

CartwriGht held that the te.riff bed rs.ised the cost of 

liTing, had added greatly to the burdens of the people, had 

encouraged smuggling, bad incree.sed emigrs,tion from Cane.da, 

and had taL:en money from the masses and crea.ted a very unequal 

distribution of wealth. Of the surplus of ~4,OOO,OOO, there 

was derived ~l,lOO,OOO from the "two most odious and oppressive 

taxes" (3) - those on bree.dstuffs and on fuel. 

~'fhile Sir Richard was glad to see reductions in 

taxation, he said that in a.bolishing the tea and coffee duties 

the Government had taken off exactly those taxes Which were 

(1) House of Commons Debates, 1882, p. 96 et seq. 
( 2) Ibid, p. 96 
(3) Ibid, p. 97 
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most evenly distributed. The taxes on breadstuffs and ooal 

end the specific duties on textile fabrics - the taxes whioh 

unjustly discrirninated in fevour of the wealtr~ classes as 

against the poorer classes - were those that should have been 

removed. The tariff on sugar had ra.ised the price for the 

benefit of the sugar refiners. tlThey ta.lk of Cs,ne,da being 

a free courrtry," said Cartwright, "Vfuy, Sir, I tell them, to-

day that Canada is a country in vmich no ma.n is free to buy 

or to sell t to ea,t or to drink: t to trave 1 or to stand still t 

without payir.lg toll to some extortioner or other. TT (1) 

In the course of the session various amendments 

urging the abolition of such duties as those on coal, coke, 

breadstuffs, suga.r, cotton and woollen goods, e.nd pig iron, 

were introduced and were defeated. 

One :cJey 6, Cartwright moved an a.mendment to supply, 

(2) which W88 subsequently defeated, regretting the increase 

of over y4,900,OOO in expenditure since 1878; the charging of 

expendi ture on rolling stock and Dominion lands to capital t 

whereas the Liberal Government had charged these to income; 

and the repid incre~Jse of fixed cherge s, which, in the eve nt 

of e depression, would Cfuse embarrassment to the finances of 

the country. 

In r~ply Tilley pointed out that much of the increased 

expenditure did not involve new taxation. The increase on 

reilways end on the Post Office was compensated by a greater 

Cl) House of Commons Debs.tes, 1882, p. 109. 
(2) Ibid, p. 1334. 



- 118 -

revenue from these services. The growing populs. tion of 

the North-iiest and of British Columbia necessitated the 

extension of such fecilities. The enormous expendi ture' on 

railways, canals, and other public works necessarily increased 

the interest on the debt and the sinking fund payments, but 

it was justified by an accompanying increase in revenue. The 

large expenditure on Indians, which had risen from ~p6,080 in 

1869-70, to ~805,097 in 1880-81, was necessary to save them 

from starvation, and for the maintenance of the place. 

Taxation was 3 cents less in 1879-81, than the everage per 

head for the five years 1874-79. 

After the close of the session of 1882 a. general 

election was held, and the l~cdonald Government was returned 

to power with a large majority. Outstanding a.mong the 

Liberals who were defeated was Sir Riohard Cartwright. 

THE BUDGET OF 1883 - SIR LEOl~ARD TILLEY 

The Budget speech delivered by Sir Leonard Tilley 

on :i.~farch 30, 1883 (1) reflected the economic revival of the 

country. The financial results of the past fiscal year, 

1881-82, were favours.ble beyond all expectations. The total 

receipts were ~33,383,455, the expenditures. @ 27,067,103, 

and the surplus was ,~;6 ,316 .351. To this le"r€;e surplus Tilley 

added the receipts from Dominion 12.nds amounting to $1,744,456, 

which made e to tal favours. ble balance of ove r $8 t 000 ,000. The 

large revenue was chiefly due to the increese of ~3tOOO,OOO 

in Customs receipts. (2) 

(1)· House of Commons De bates. 1883· "tTol.l 
• , Y pp. 332-345. 

(2) Public Accounts, 1894, pp.li-lviii. ' 
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The Capital expenditure in 1881-82 amounted to 

t;P7 ,405,637, including ~4t589 ,075 for the Ce,ne.dia.n Pa.cific 

Railway, and large sums for canals, for the Intercolonia1, and 

for Dominion lands. Hotwithstanding this large expenditure, it 

was more than covered by the surplus and the proceeds from the 

Dominion lands; and, taking into consideration the sinking fund, 

the net debt of the Dominion was reduced for the first time in 

eleven years by ~1,734t129. (1) Deposits of almost ~6,OOO,OOO 

in the savings ba.nks made possible the redemption of ~4,OOO,OOO 

of maturing liabilities. Ho borrowing in London was necessary. 

Ti11ey estimated B surplus of ~6,OOO,OOO for 1882-83, 

and of 1(3,000,000 for the subse quent year. 1'·To borrowing a broe.d 

would be necessary for the current year, e~though a loan of 

4-3,000,000 night be floated in Canada. 

7he yeer 1883 witnessed the beginning of a new 

expenditure which added millions to the debt. Until 1882 

the Dominion Government bed biven aid only to those r~il\~ys 

which connected provinces; the latter subsidized purely local 

reilways. ~hi8 system, however, could not continue without 

heavily adding to the indebtedness of the provinces. Hence, 

in 1883, Sir Chs,rles Tupper, l\.:inister of Railways and Can~lls, 

introduced 2, bill providing for t:he subsidie s to eleven rail­

ways.(2) 1:his policy was continued for some years, and r;:Lilway 

subsidies soon formed an import~.nt i tern of expenditure on 

CB-pi ta 1 ace ount. 

(1) Public Accounts, 1894, p. 1xix. 
(2) House of Commons Debates, 1883, Vol. 2. p. 1252 
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Before announcing proposed chang~s in the tariff, 

Tilley delivered, Wh8~t had. now become, the annual eulo67 of 

the He·tional Policy. ~.!le country was prosperous, and unle 8S 

over-expansion set in there was no fe!tr of a break in prosperity 

for seven years. Canadian securities were now at the head of 

a.ll colonial securities in the English mar~:et. If the annual 

surpluses and the Growth in savings bank deposits continued, 

it would not be nece ssary to borrow in Englend, except to mee t 

~T"turing obligations, until the completion of the Ce,na.dian 

:Pacific ~~ailwa.y. 

The :b'inance i.iinister se,id "that there has never been 

a period in the history of this country, when taxation was 

paid more cheerfully by the people, than a.t present. Tt (1) 

Nevertheless, it was the aim of the Government to further 

reduce taxation, to leave raVJ materiels on the free list, and 

to add to this list goods not manufactured in Canada. 

'J:he changes in the ta.riff proposed to remove the 

duties on diamond drills for prospec ting for rninerals, colours, 

zinc, tin, iron and steel, old end sera.p. F~r the benefit of 

the Canadian Pacific i~ilway, steel rail\~y bers or rails were 

~o be free. ~ariif reductions were made on certain kinds of 

lee. ther , on clothing, buckro.m, and dried fruits. ''::he t().riff 

on egricul ture.l imple::1ents and machines wa.s raised to s,n 

e(~uivalent of e specific B.nd ad valorem duty of 35 :per cent. 

The duty on cotton, printed or dyed, WEB raised from 20 to 27~ 

(1] House of Comrnons Debates, 1883,Vol. 1, ~. 339. 
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per cent. The duties on cordage, carrieges, and iron bed-

steads were also increased. Steel in ingots, bars, sheets, 

and coils, was to pay $6 a ton. 1~e United States TariIf 

Act of 1883, while making certain reductions, also raised the 

duties on certain classes of woollen and cotton goods, iron 

ore and manufactures of steel.(l) 

In 1883 Sir Leonard ;.rilley be &'8n the thorough-going 

extension of protection to the iron industry, which was to be 

an important feature of the tariff development of the period. 

Iron was both a raw material and an important industry to be 

developed. It was, therefore, proposed to pay a bounty of 

~1.50 per ton on all pig-iron produced in Canada in the next 

three years, and one dollar per ton in the following th~ee 

years. 

~he Government proposed to negotiate reciprocal 

tariffs with l:~rance a.nd with the West Indies. If setisfactory 

arranb--er~nts were not ma.de with countries vtlich discriminated 

against Canadian products, Parliament would be asked to impose 

an additional duty of 10 per cent on their products until an 

agreement was reached. 

In view of the absence of Cartwright, because of 

his defeat et the polls in the elections of 1882, William 

Paterson acted a·s chief financial critic of the Opposition.(2) 

He attacked the extravagance of the Government, and comparing 

its expenditures with those of the LIa.ckenzie regime, he showed 

(l) Dewey, OPe cit., p. 421. 
(2) House of Commons Debates, 1883, Vol. 1, p.345 et seq. 
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that the controllable expenditure ha.d increa.sed from 

~6t900tOOO to over iflO,OOO,OOO. He att&.cked the National 

Policy, and said that according to Tilley's own theory it must 

be wrong as the unfavour8.ble balance of trade was enrluclly 

increasing. Paterson sEvid that the credit of Canada was high 

because money was plentiful. Protection we,s not the cause of 

prosperity; there wee 8 un~veit'sal improvement. 

The Opposition critic reminded the Government that 

Tupper he.d attacked the surpluses of the Jjaclcenzie Administra­

tion, and had urged that they be used to reduce taxation. Yet 

Tilley had accumu12ted a surplus of '-w16,OOO,OOO in three years 

and proposed 8 paltry relief of ~1,500,OOO of duties. The 

surplus had shown that the ::Iinister was unable to rightly 

estimate the resouroes of the country. i~ore money was being 

ta~=en from the people than was necessc:ry; it should have been 

returned to them. A depression was epproeching and the high 

rate of expenditure would pl~ce the GoverrDnent in difficulties. 

Ex-Premier l,£.ckenzie pointed out wh~tt he regarded e.s 

the evil and oumulative effects of a tariff. A dut~;'" on one 

article necessi tated [:. duty on another. ;J.'he bounty on pig-iron 

made necessary 8- duty on bar iron. "This is the natural and 

inevitfble result of a Protective policy; there must be a 

constant tiriL:erin€; with the duties while it lasts, a constant 

combinntion of rnc;.nufa.cturers." (I) ':':he re was a.lso a. de trior-

ation in the Quality of commodities manufactured. 

------------
Cl} House of Cownone Debates, 1883, Vol. It p. 597. 
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The budget propositions were passed after a 

typical debate on the fiscal policy of the country. 

THE BUDGET OF 1884 - SIR LEOIIARD TILLEY 

In his Budget speech of ~'ebruary 28, 1884, Cl) Sir 

Leonard Tilley stated that the credit e~nd the fin~tncial 

condition of Canada were better than ever before. Heverthe-

less, a certain depression in trade had set in. Over­

importation and over-expansion again showed their evil results. 

The I\Tational Policy ha.d not been the expected remedy. for all 

ills. Foreign trade declined below the figures of 1873. 

But, while the depression of the 'eeventiee created e~ demand 

for Protection, that of the)eighties brought on an agitation 

for Commercial Union or Unrestricted ~eciprocity with the 

United States. 

Tilley's seventh Budget speech announced another 

record Burplus. The Consolidated Jrund receipts for 1882-83 

were "':30,'194,649, over'i~5,OOO,OOO in excess of the original 

estimate; the ordil1B.ry expenditures were ~28,730,l67, exceeding 

the e stiIIlB. te by ttyl, fOO, 000. hence there was a surplus of 

'tr7 ,064,492, which, tosether with the proceeds, from the se.lee 

of l'torth-'.iest lends, ,.~l ,009,000, made a total surplus of 

~8 ,073 ,492. 'rhe Customs yie lde d the re cord total of 

~23t009,OOO. (2) Of the increase of ~1,600,OOO in expendi­

ture, less then one··half involved increased taxation. 

(1) House of Commons Debates, Vol. 1, pp. 569-584. 
(2) Public ~ccounte, 1894, p. lie 
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The capital expenditure in 1882-83 amounted to 

~14,147,359, of which the huge sum of ~lO,033,800 was for the 

Canadian Pa.o ifio Re ilway, ~l, 7 63,001 for Ctn.'l;t 1s, ~rrl, 616 t 632 

for the Intercolonial and connected Railwa.ys, B.nd ~556 ,869 for 

Dominion lands. The increase in the net debt was 'ir4,80E ,063. (1) 

The CB pi tB-I outlay was met out of the surplus, the proceeds 

from the sale of Korth-Viest lands, the deposits in the S~J-vings 

Banks, and the sale of Canadian Pacific Ra.ilway Bonds. Eo 

borrowing in London was necessa.ry. In October 1883, however, 

an attempt had been made to float a 4 per cent loan of ~,OOO,OOO 

in Caneda, to meet maturing obligations, and to provide for 

public works expenditure, ihe sttempt was a failure. 'Nhile 

Blake mocked this, '.lilley defended his action. It· had been 

the first four pel" cent loan floated in Canada..J:he reason 

for its failure was the ability of investors to obtain higher 

rates of interest for their mon~y from other sources. fhe 

credit of Canada wa.s good. It had not been necessary to go 

into the Enzlish market since 1879. However, the undertaking 

with the Canadian Pe,cific Syndicete would me.ke it essential to 

borrow in England sooner then would otherwise ha.ve been 

necessary. The I.:inieter estimated that the rapid cOlnpletion 

of the ~ .. ailway would necessitate ~'- 30 year loan ofof3,OOO,OOO 

a.nd a seven ye2.r loan of a similar amount. In view of this, 

Cartwright said that a huge blunder ha.d been conunitted, either 

in floating the domestic loan, or in allowing it to fail. ~he 

(1) Public Accounts, 1894, p. lxix. 
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fact that Canada. did not take up its own securities would 

tend to depreciete offers in London. 

rilley estimated that the finances of the ourrent 

year, 1883-84, would yield a surplus OI ~l,OOO,OOO besides the 

expect&d proceeds of ~l,OOO,OOO from public lands. The lower 

surplus was the result of the increased expenditure on public 

works, which the Government felt justified in undertaking 

because of the prosperous financial state of the country. 

The revenue would now decline as a result of over-importations 

and the tax reductions made since 1881-82. 

The tariff changes of the year were in the direction 

of reducing the rate of duty on a.rticles required by manufacturers 

from 20 per cent to 10 per cent, or of placing them on the free 

list. The duty on steel was changed from ~5 e ton, to 'l?3 :per 

ton and ten per cent ad valorem, to eqU8~lize the duties and 

to efIord more protection to the steel industry. =he duty on 

su~e.r, owine; to special circumstances which hed arisen in the 

united States was reduced from 30 to 27~ per cent. The duty 

on molasses wa.s to be 15 per cent when coming directly from the 

country of prodacvion, end 5 per cent additional when coming 

indirectly. While Ti11ey claimed thet these cha.nGes were 

re la. ti vely unimport8.nt, Cartwright said that they would add 

~300,OuO annually to the burdens of the people. Steel was a 

raw material for ncnufacturing, and. tnerefore. if one class 

was helped, another was injured. 

1he Finance :iinister then proceeded with hie annu.el 

defence and praise of the ~etional Folicy. He esserted tnat 
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a large part of the tariff ws,s paid by the me,nufacturer 

abroad and by the merchant rather than by the consumer. The 

prices of many articles were lower tha.n they had been in 1878. 

The depression in the cotton and iron industries was merely 

tempore-rye il:here had been a. smaller whee,t crop; the price 

of l~~ber had declined; over-trading had left large stocks on 

hand. But the situation was not serious. Unemployment was 

not confined to Canada, but existed also in free trade England 

and in the protectionist United States. Owing to the National 

Policy, C~1na.da. we S not over-run \vi th fore ign goods, as it he,d 

been before 1879. It had now been shown that the Policy v~s 

even more velus,ble in e time of depression than in a time of 

prosperity. 

Sir Richard Cartv~ightt who had been returned to 

Parliament et a by-election, again took up the cudgels on 

beha.lf of the Opposition with a vigorous attack on the He. tione.l 

Policy. (1) He se.id tha.t Tilley had finally confessed that 

;ly the Policy was not a panacea fO/' .... 116 , that it had not a.verted 

over-production, loss of wages, poor harvests and over-importa-

tion. Cartwright maintained that Cana.da. was in an unsatis-

factory condition, economically, :f.inancially, and comrnercislly t 

as a oonsequence of unjust and excessive ta.xation, emib'Tation, 

and the unproductive locking up of capital. Protection \~.S 

costing the people of Carlade~ many millions more than actua.lly 

went into the Treasury. The per capita burden hed incrensed 

from ~4 in 1867, to ~9 in 1883, whereas in the United States, 

(1) Houreof Commons Debates, 1884, Vol.l, p. 584 et seq. 



- 127 -

in the sare period, it declined from 1tlO to 'i7. Sir Richard 

blamed the exodus from Canada to the United ~-~tates, in large 

part. on this taxation policy. ~~ith reference t to the surplus 

of \(7 ,000,000 he sa.id that if Tilley a.dded the proceeds from 

the sale of lands to the surplus, he should properly deduot 

the charge of ~600tOOO, for surveys in the horth-V~est, from 

capital account and add it to the ordinary expenditure. 

In the course of the Budget debate, which was lengthy, 

various amendments were moved protesting against the increase 

in expenditure and the increased burdens imposed on the people 

by the Customs duties. iihe financial positions of Canada. and 

the United 5ta.tes were compared, but i.:2illey held this to be 

unfair. Cl) In the United States the Federal ~overnment 

contributed nothing whatever to the support of the individual 

States; in Canada the provinces were largely sustained out of 

:the Eederal subsidies. ":his made direct taxation for provincia.l 

purposes pra.ctica.lly UIDlecessf:.ry, whereas in the United Stetes 

State taxation was heavy. 11he United i:.·tates debt was cree-ted 

by war; the Canadian debt by the construction of public works. 

iihe de bt increase since 1867 was not al.9rming as it was large ly 

due to the assumption of provincial debt, which merely rneant 

taking money out of one pocket and putting it into another, 

In reply, Cartwright said that while the United 

0tates paid no subsidies to the States, Canada pDid no huge 

war penSions to many of her citizens. He denied that the 

(1) House of Commons Debates 9 1884, Vol. 29 :p. 1326 et seq. 
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assumption of provincial debts did not me8~n ths.t additional 

debt w&,s incurred. It was e. hermful ection because it removed 

fTom the rrovinces ffevery kind of induc(;r.l1ent to the exercise of 

a. wise and healthy econolny •••• =:he whole of this system of sub-

sidising the Provinces was known to be a wea.k spot, an unfortun­

a:be expedient necessary and unavoidable perhaps. H (1) 

Edward Blake also delivered a severe indictment of 

the subsidy system. He desired a plan that would finally 

pla-ce it on a permanent and lc.sting basis. It was destructive 

of the independence and the a.utonomy of the provinces, a.nd of 

Confederation, the. t they should constantly be cO~ling to Ottawa 

for fnvours. ~~e provinces should be given definite sources 

of :revenue which they could increase or le ssen at the iT pleasure. 

HI have pointed out - it is hwnan nature - lightly come is 

libhtly spent, and the truest spur of economy is the knowledge 

on the -Gar t 0 i -C:ne texpaye r the t he is pay ing any gove Tl1l11e n ta 1 

expendi ture, and the knowledge on the pp.rt of the Governments 

end me~~1bers "vhet t1:e taxpayer will hold theI!l to account for 

th2t expenditure. TT (2) 

1~otwithst8ndinD this criticiem, as the provinces, 

and especially C~uebec, which had spent much money on the building 

of railwe,ys t were constantly urging relief from the.ir burden 

of indebtedness, the Act of 1884 again readjusting the 

provincial debts and subsidies wes pe.seed. By the Act of 1873 

the Dominion Governrnent he.d assumed the whole debt 

(I) House of COr.IDlons Debates, 1884, \/"01. 2, p. 1329. 
(2) Ibid, p. 1528. 
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of the Provinces of Quebec and Ontario, as at 1867, and the 

other provinces were given equivalent sums in proport~on to 

their population. The new Act proposed to antedate the 

operation of the law of 1873 and to ~ive the four older 

Provinces the benefit of the interest on the increased debt from 

1867 to 1873, and to increase the subsidies of Manitoba, British 

Co1wnbia and Prince Edward Island in like proport"lon to their 

population. The change involved an add~ttonal debt allowance 

of $7,172,297 and an increase of ~358,6l4.89 in the annual 

subsidies to the provinces. (1) 

THE BUDGET OF 1885 - SIR LEONARD TiI,LEY 

Sir Leonard Tilley's e~ghthand last Budget speech, 

March 3, 1885,(2) was del~vered In a rather apologet~c mood, 

in view of the prevailing depress 4 on. The F~nance Minister 

attempted to minimize the serlousness of exist"tng condttions 

in order to prove that the country was prospering under his 

National Policy. The depression, however, was arousing doubts 

as to the efficacy of that Policy as a remedy for Canada's ills. 

A check in prosperity always created a certain dissatisfaction 

with existing tariffs. Thus, in the Un1.ted States, Grover 

Cleveland had recently been elected prestdent on a po11cy of 

lower tariffs. On the other hand, ~n England, "fair trade" 

sentl.ment seemed to gain at the expense of free trade. 

Ttlley discussed the 1ncrease ~n expend1 ture s~nce 

1879, and attempted to show that 1. t had not ~ nvol ved a r~ se in 

(1) House of Commons Debates, 1884, Vol. 2, p. 1583 et seq. 
(2) Ibid, 1885, Vol. 1, pp. 313-333. 
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the tax burden disproportionate to the i.ncrease in popu-

lation. He quoted many figures in comparing the average 

expenditures on various services in the years 1874-79 with 

those for 1879-84, and concluded that the average defici. ts 
• on railways and canals, and on the Post Office, had been 

greatly reduced under the Conservative Government while the 

facilities had been increased. The greater expendtture had 

created new revenue, and had therefore dtmtni_shed the necessity 

of new taxation. The necessary taxat~.on per cap~ ta 1n 1874-79 

was $4.88; in 1879-84 it was ~4.78~. The net per captts 

interest on the debt in 187~-79 was _ $l.54~; ~.n 1883-84, after 

an expenditure of ~~65,000,000 on ra-tlways and canals, ~.t was 

only $1.46. Blake truly sa~d of T~lley that "he ~s great on 

averages. tr (l) 

In the fiscal year 1883-8~ the ordinary receipts, 

amounting to $31,861,961, showed a decrease of almost j4,OOO,OOO 

as compared with the preceding year. The yield from Customs 

and from Excise declined ;p'3,OOO,OOO and :~~800,OOO respectively. 

The expenditure, on the other hand, showed an increase of 

$2,300,000 and amounted to ~~31, 107, 706.( 2) The surplus 

announced was $754,255, but Cartwrtght stated that it had been 

attained by false book-keeping. He sa~d that 1tems such as 

~441,000 for roll~ng stock for the Intercolon1al had been 

charged to capital tnstead of to Consol~dated Fund account. 

The debt of Canada was be~ ng 1. ncreased by many s., mllar charges 

and the people were being m~sled. As long as the Intercolon1al 

(1) House of Commons Debates, 1884, Vol. 1, p.15. 
(2) Pub!i c Ace ounts, 1894, pp. l-T_ -1 v~. ~ -1 • 
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Account was kept open, "every bunker, every coal sh~d, 

every piece of rolling stock that can by any posslbtl-tty be 

charged to capi tal account \'illl be carr:ted to It, - and", 

asked Cartwright, "who is to correct it?" (1) 

The capital expenditure, in 1883-84, totallina 

$23,977,702:., was the largest since Confederation. Of th~s 

amount $ll,19Z,722, were spent on the Canadian Pacific Railway, 

~7,172:,2-97 were due to the readjustment of provinc l a1 debts tn 

1884, $2,689,689 were spent on the Intercolon1al and connected 

railways, Gl,577,295 on canals, and :0723,658 on Dom~n'lon lands. 

In addition, :~~208,000 were pald as ra~lway subsld-Tes under 

Tupper's new pol~cy. The net increase ~n the debt was 

;~~23,695,135. (2) 

The sesslon of 1885 wltnessed another readjustment 
- _. 

of provincial debt, nottulthstandlng Cartwrl_ght 's protest 
-- ,'" 

against the encouragement given to the provinces "that when 

they get into difficulty they have a right to have recourse 

to the general exchequer. If (:3) The Dominion assumed an 

additional debt of $3,113,334 of the Province of Manitoba, 

and the provincial subsidy was increased. 

Tilley estimated ~ surplus of $150,000 for the 

current year, and one of ·~700,OOO for 1885-86. 

In 1884 Canada had floated in London a loan of 

/-5,000,00.0 at 3~ per cent for f~ fty years. of Vlh~ ch;l3.000.000 

were required for the Canad:tan Paclf-tc Ra~_lway, for ra~ 1way 

(1) House of Commons Debates, 1885, Vol. 1, p. 342. 
(2) Pub1lc Accounts, 1894, pp .1x~-x-lxx 
(3) House of Commons Debates, 1885, Vol. 1, p.347. 
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subsidies, and for publlc works, and 12,000,000 were to 

meet maturing obligat·tons. The sum real~ zed was equal to 

2 per cent premium on a ftfty year loan at 4 per cent, wh~_ch, 

according to Tilley, was the highest rate ever obtalned for· any 

Canadian loan on the London market. The loan was successful 

in spite of the vi.o1ent host1.11.ty shown by the Grand Trunk and 

the Northern Pacific shareholders. Comparin~ Canada wi.th 

Australia, the Flnance Mini.ster said that "while Canada has 

comparatlvely few friends in the money market of London, and 

many opponents when we are placing our loans on the market, 

whenever an Australian colony places a loan the twelve Australi.an 

banks take hold of it, and there is a d-1fferent feeling mani­

fested as compared wi th that dlsplayed towards a Canad~ an loan 

and a deep interest is felt on the part of the Austrlian bankers 

for the success of an Australian loan." (1) 

Tilley concluded his Budget speech wtth the customary 

praise of the National Policy. It had raised the credi t of 

Canada, established flourish~.ng manufacturing industries, 

encouraged the production of Canadian coal, and had not i.ncreased 

prices. Bankruptcies were fewer, sav~.ngs bank deposi t·s had 

increased, and Canada was subjected to a smaller taxation than 

almost any other country in the world. The depression wh~-ch 

existed was universalJ, and was not to be attrlbuted to the 

operations of the tar~ff. 

The Budget speech provided for several changes in 

the tariff. Vari.ous art~ cles necessary for manufactur~_ng 

(1) House of Commons Debates, 1885, Vol. 1, p.323. 
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purposes were placed on the free l~st. A duty of 25 per 

cent ad valorem was placed on cutlery, not otherw1 se prov~ded 

for, because 1 t was now be-t.ng manufactured -l_n Canada. For the 

same reason, asbestos and all manufactures thereof were to pay 

a duty of 25 per cent. 

about 20 per cent. 

The tariffs on cigars were raised to 

Sir Richard Cartwright~ in replying to Tilley, 

delivered a characteristlc attack.(l) He complained that the 

Budget speech had been far less concerned wtth the actual 

position of the country than wtth comparisons wlth the Mackenzie 

Adminl strati on. He c! ted figures of grow~.ng expend~- tures, 

decreastng revenues, and falllng trade to prove the serious 

condition of the country. The total volume of trade had 

declined from j2l?,801,OOO -t.n 1873 to ~20?,873,OOO ~n 1884. 

In 1878 C anadi an manufactured good$to the value of ·~4, 12.~, 000 
.~ were exported; in 1884 these exports decl ~ ned to -)3,500,000. 

Industries were not declaring dlvldends, even though protected; 

wages were low; and the country was in a stat~onary state. 

Tilley's prediction of seven years of prosperity was proving 

false. The increase in savings bank deposits was not 8 sign 

of prosperity. The fall in general interest rates had been 

an inducement to deposit money at 4 per cent. Cartwright 
- -

protested against the ~atntenance of this high rate. He 

urged a l~mit on the size of depos~-ts In order to really 

protect the poor. He attacked Ttlley's f~gures on the growth 

(1) House of Commons Debates, 1885, Vol. 1, p.334 et seq. 
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of prospertty as tnaccurate, and said that Canada compared 

unfavourably wlth the Unlted States. 

In moving an amendment (1) to Supply, urglng a 

reduction in expenditure, and in the burdens on the people, 

Cartwright calculated on the basis of the finances of 1884-85, 

that there would be a deficit of $1,819,000 on the transact~ons 

of the current year. The second Rie1 rebellion would also 

cause a deficit in 1885-86. In the meanwhile the debt was 

increasing enormously. The gross debt would soon be 

$292,000,000, but Sir Rtchard was uncertaln of the net debt 

because he dlsagreed as to the valuatlon of the assets. The 

fixed cQ.arges for 1886 were about ,~!~,24,OOO,000 out of a total 

expenditure of ~33,000,OOO. 

McLelan, the M~n1ster of Mari.ne and ~1sher~es, 

attacked Cartwright for be1i_ttl~ng h~ts own country. He sa;d 

that apart from "the murnrrrtes in the catacombs of Egypt ff (2) 

every state had increased its expenditure in the last five 

ye ers. 

THE BUDGET OF 1886 - A.Y: .McLELAN 

In 1885 Sir Leonard Ti1ley retired from Federal 

politics and once again became Lieutenant-Governor of New 
- ~ ~ 

Brunswick. The reason for hts retir~ment was ill-health, 

although cartwr~.gh~ rather cruelly sald that t"mes were bad 

and, therefore, nl~ke other prudent commanders, when stormy 

(1) House of Commons Debates, 1885, Vol. 4, p. 2877. 
(2) Ib1d, p. 2830. 
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winds do blow he has found tt convenient to seek the 

seclusion which his cabin grants." (1) 

Tilley was succeeded by Archibald Woodbury McLelan, 

the Ndnister of Marine and Fisheries, and a comparat~ve1¥ new 

figure in Federal public life. McLelan dell.vered hls first 

and only Budget speech on March 30, 1886 (2) He spoke of 

the development of Canada. s~nce 1867, and sa~d that with the 

completi~n of the Canadl an Pacif~-c Ra~-lway, the co~tr¥ had 

now attained its geograph i cal ~.ndependence. He mainta.~ned 

that the recent depress-ton had not been as ser·-T.ous tn Canada 
- -

as in other cou!!-tries, 1argely_oVl~ng to the Nat-tonal Poltcy. 

According to the Fub1~-c Accounts, the ord~_nary recelpts 

in l884-8~ were $32,797,001. The Customs showed EL further 

decrease of $1,100,000, but the Excise increased by $1,000,000 

and the interest on Investments by a like amount. The 

Consolidated Fund expenditure was~)35,037 ,060, including 

$1,697,851 on account of the North West Rebellion. 

there was a deficit of $2,240,05 8 for the year. (3) 

Hence, 

In his Budget statement, McLelan included the rece1.pts 

from Dominion lands, amount1.ng to ~!~393,618 -In the ordi.nary 

revenue, and announced the total receipts as be-tng ;~33,190,618 

In accounting for the fall ~.ng off tn Customs revenue he sald 

that Canada was now supply"lng its o!ffi manufacture~ ~rt1.cles, 

so that imports decreased. Referri.ng to the Dom~nton lands 

(1) House of Commons Debates, 1886, Vol. 1, p. 415. 
(2) Ib1d, pp.393-4l2. ---
( 3) Publi c Accounts, 1894, pp. 1 i_ -1 vi i i • 
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receipts, the Mlnister stated that Tilleyts large surpluses 

had enabled him to place them to capital account. However, 

Canada had incurred large expend1tures and debts in opening 

up the NorthWest, and it was only ri.ght that the receipts from 

the lands should be placed to revenue account to meet the 

interest on the indebtedness so 4ncurred, rather than to ~n­

crease taxation. Cartwrlght refused to accept th4 s explan­

ation, and said that if the t393,000 recetved from the lands 

were included in the ordinary revenue, then In all fa~rness 

there should be charged aga~nst that revenue the ~30~,000 

which had been charged to capltal account for expendtture on 

those identical lands. (1) 

The gross ordinary expenditure for 1884-85, 

according to McLelan, was $35,037,060. From this he deducted 

the extraordtnary expenditure on Militta and Defense, and on 

the Mounted Poltce, which he calculated at ~1,791,83l, and 

which left him an expendi.ture of ::;33,245,.22:9. There was. 

therefore, a def4. c i t of ~,54, 634. But as the ~inance Minister 

was determtned that he would have no def~ ci_t, he deducted 

$82,375 from the expendtture on Indians, attribut~ng it to 

the Rebellion, and,_as a result, he finally obtained a surplus 

of '1~;27, 741. The Mini ster be14 eved that as a port~ on of the 

Excise revenue due in 1886 was antlc i pated and pa~ d ~.n 1885, 

it was fair that the over-expenditure of 1884-85 be d~v1ded 

with 1885-86. 

(1) House of Commons Debates, 1886, Vol. 1, p. 414. 
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___ Cartwright protested agatnst McLelan's means of 

obtaining a surplus. He had warned the Government of the 

approaching deflc-tt but no precautions had been taken. The 

Government could not deny a def-tc~ t of at least ~2,240,000) 

and as ~1,000,000 had been borrowed from 1886, ~t really 

amounted to $3,2:40,000. Further, at least ~287,000 of the 

items charged to the capital account of the Intercolonlal 

belonged to ordinary account. To this account belonged also 

the ~403,000 granted as railway subsidies. The actual deficit, 

therefore, was t3,900,000. cif> Even deducting the !r~,l, 700.000 

expanded on the North-West, there still remained a deficiency 

of $2,200,000. (1) 

The capital expenditure in 1884-85 amounten to 

813,220,185 including ;~;9,900,2'81 for the Canad~_an Pacifi_c 

Railway, and large sums for canals, for the Intercolon1al 

and connected railways, and for Dom~ n~-on Lands .Rat1way sub-

s~dies paid were $403,245. The tncrease tn the net debt 

was ~14,245.84l (2) 

11::c1e1an sald that ow~ ng to several d~ sturb~ng elements 

to trade and revenue, 'and ow~.ng to the North-V!est trouble, the 

balance at the end of the current year, 1885-86, would not be 

favourable. He estimated a defictt of ~1,450,000. Follow1 ng 

Tilley's practice in 1881, (3) his successor said that the 

(1) House of Commons Debates, 1886, Vol. 1, pp. 413-14. 
(2) Public Accounts, 1894, pp. lxix-lxx. 
(3) P. 106 Supra. 
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deficit of the current year should be divided between the 

years 1884-85 and 1885-86, because of anti.clpat~ ?n~ of _ exc; se 

revenue in the former year. McLelan felt just~f~ed in 

charging to capital the extraord~"nary expend~ture 1ncurred 

through the rebell~on~ because ~n the past large sums had been 

paid from ordinary account lnto capital account, and also 

bec~use other nat"tons customart"ly charged war expend~"ture to 

cap! tal. But C artwrlght protested against thi. s • He "had 

always supposed that every i.tem ln capital account was supposed 

to represent some actual value - that at least we had a canal, 

or a railway, or something of that kind to show for It. r,llere", 

asked Cartwright, "have these :1:~3, 500,000 gone?' Sir, they have 

all been blo~~ into gunpowder smoke •••••• and it is utterly 

improper and absurd to put such an item, as the cost of suppress-

ing the Rebellion, into the capttal account of the Dom~nion of 

Canada. If (1) 

In his discuss 1 0n on the Nat~onal Po11cy the new 

Minister said that the average tar~.ff ~ n Canada in 1886 was 
.. -

18.43 per cent, as aga~nst the Un-tted States tari.ff of 31.45 
- -

per cent, and the Canad~an ta~~ff of 16.45 per cent ~n 1878. 

That the tarlff was not pressi.ng on the poorer classes was 
~ -

shown by the large increase In Customs rece-tptsjom.luxur-tes. 

The Minister contended that in fre~ trade England 56 per cent 

of the total Customs revenue was pald by the labourlng classes. 

Ruin and bankruptcy would have faced Canada if not for the 

National Policy. 

(1) House of Commons Debates, 1886, Vol. 1, p. 414. 
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The tari.ff changes proposed by :McLelan, involved 

largely the substi_ tut~ on of spec1.f~ c for ad valorem dut~-es., 

wherever advisable, in order to overcome the fall In values. 

A specific duty of 1 cent per pound and 15 per cent ad valorem 

was imposed on bolts, nuts, and rlvets of iron and steel and 

a duty of 27~ per cent on pri.nted and dyed cotton ~abrlcs not 

elsewhere spec1fied. Some changes were also made in the sugar 

duties. A specific duty of 10 cents a pound was imposed on 

oleomargarine. 

Later in the session McLelan moved that the bounty 

of ,;~1.50 per ton of pig iron manufactured -tn Canada from 

Canadian ore be continued until 1889, and that from then to 

1892 the bounty be one dollar. In addition to the bounty, 

there was a duty of ~~2 per ton on th"t s cl ass of p~_g ~ ran. 

Cartwright po~nted out that to get 24,000 tons of p~g ~ron 

manufactured in Canada the country pa~d ~48,OOO in Customs 

duties and ~36,OOO tn bounttes - a total of ~84,OOO. (1) 

Peter Mttchel1, one of the Fathers of Confederat~on, and 

origtnally a supporter of protection, said that the Nat~onal 

Poltcy was betng "run into the ground" with respect to the 

duties on flour and coal, and the duty and bounty on pig iron.(2) 

In his Budget speech, ~cLelan declared that the 

prosperity of the country and the surpluses had reduced the 

rates of interest on loans. The increase in the debt since 

1867 had been :~;93,048,OOO, and the expendlture on publlc works, 

(1) House of Commons Debates, 1886, Vol. 2, p •. 17l5. 
( 2) Ib! d, p. 1718. 
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$142,550,875. Therefore, :~49,501,882~ e.ad_b~en pa"td out 

of the ordlnary revenue. To meet the li.abi_l~ty to the 

Canadian Pacif-1.c Ra:llway a loan of el4~OOO~OOO at 4 per cent 

was floated in 1885. The Min"tster hoped "that our days of 

borrowing are pretty well over." Canada's lndebtedness was 

represented by public works nwhl.ch w,.ll be more lmportant 

factors in enabling us to redeem our -1.ndebtedness than were 

to the United States the honoured graves of the men_who fell 

on thetr battle-fields. n (l) IVlcLelan then entered into the 

favourite comparison of "the debt-creating procltvitles of 

the two parties." 

The Loan·of 1885 was the first Canadlan loan floated 

wi thout a s j_ nki ng fund provl si.. on • The Liberals had urged 

this for some years, and in 1883 Edward Blake had suggested the 

establishment of permanent consols, as ~.n England. (2) 

Sir Rlchard Cartwr~_ght once agai.n refuted the nrai.ses 
- -

of the National Pollcy. (3) It had created d1ssat-tsfact-1.on and 

a desire for corrunercial uni.on. In his own vtew. n"f you are 

going to perservere ~n such a policy, it ~s far better to have 

free trade with 60,000,000 of people, than to persevere in our 

present state of barbarous isolat-t.on ." (4) The National Policy 

had increased the cost of living, and had encouraged corruption 

and extravagance. Sir Richard protested that the new changes 

from ad valorem to specific duties would but add to the weight 

of taxation which fell on the poorer classes of the community. 

(1) House of Commons Debates, 1886, Vol. 1, p.399 
(2) Ib1d, 1883, Vol. 1, p.54 
(3) Ib1d, 1886, Vol. 1, p. 412 et seq. 
(4) Ib1d, p.417. 
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No article of general consumption, except tea, was now on 
- -

the free list. The excessive taxation had encouraged the 

provinces to raid the Federal Treasury. As a result the pact 

of Confederation was violated because "no s'~_ngle partner has 

a right to approprlate the publ-tc funds to h~s own spec~al use. f1 (l) 

In the United States th~s was avoided by the absence of the 

subsidy system. 

Cartwrlght contrasted the tax system of Canada w"lth 

that of England. In Canada the workingman had to pay a heavy 

portion of the tax burden; in England taxati,on was all tn favour 

of nthe frugal, abstemious, temporate labourer. n Exclse ta.xation 

was purely voluntary both in Canada and in England. Any man 

choosing to deny himself the use of llquor and tobacco 

escaped the whole of that taxation. But, whereas in Canada 

the labourer had to pay at least _~1~4 per head in Customs taxation, 
- -

in England he was only required to pay 66 cents. Of the 

£19,509.,000 of Customs revenue -'n Great Br)~taln,.(14,500,OOO 

was levied on w~tne, sp~-rl ts, and tobacco, and barely ~5,OO~,OOO 

on tea and coffee, whlch was necessarily borne by the work~ngman. 

From the points of v~ew of wealth and populat~on 

Canada was by no means In an env~able posit~on, according to 

Sir Richard. He emphas1.zed the emigratl.on to the Uni, ted 

States, the decltning volume of trade, and the enormous ftxed 

charges in relation to the total income. He agatn urged that 

the rate of interest paid on savings bank deposlts, which was 

(I) House of Commons Debates, 1886, Vol. 1, p. 422 
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33 1/3 per cent higher than the current market rate, be - ....... ..- . 
reduced, or that the size of deposits be limited. In 

reference to the national debt, he satd ~h~t all that the 

Dominion had to show for it were the Paci.ftc Railway Scandal, 

two rebellion~, seven deflclts, and a rai.lway monop?ly,~ 

A typical Bu~get debate followed ... the two princ~,pal 

speeches. Conservatives lauded the National Policy and 

maintained that the country was prosperous;_Ltberals attacked 

pro~ection, regretted the increasing expenditure and debt, and 

denied the existence of prosperity. 

THE BUDGET OF 1887 - SIR CHARLES TUPPER 

On deciding to hold a general election in February 

1881, Sir John Macdonald wrote to his old colleague, Sir 

Charles Tupper, who had been. Htgh Commtsstoner in England for 

some years, that: "In Nova Seotia the outlook ls bad, and the 

only hope of our holdln~ our own there is your lrnmedlate 

return and v:tgorous actlon. It may be necessary that you 

should even return to the Cabinet. McLelan, I know, will 

gl adly make way for you. n (1) The old "War Horse of 

Cumberland" acceded to this request. McLelan was demoted 

to the office of Postmaster-General, and Tupper became 

MInister of Finance. In the ensuing elect';.ons the Government 

was victorious, although its majorlty was reduced. 

Tupper- de,li.vered his first Budget speech on May 12, 

1887, (2) and at the outset expressed pride in the position 

(1) J.W.Long1ey: Slr Charles Tupper (in "Makers of Canada" series) 
p. 192. 

(2) House of Commons Debates, 1887, Vol. 1, pp.384-407. 
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which Canada had attalned. For the flscal year 1885-86 +:he 

announced that the receipts were ~~33,177,040, and the expend-t-

tures $39,011,612, leaving a def-tcl_t of :-~5~834~571. Even 

after deducting the extraordinary expenditure of $3.177,2~OO 

on account of the North-West Rebellion, there remained a 

i i i A def c t on Consol dated Fund of about 'r>2, 750,000. The Finance 

Minister said that the extraordinary expenditure result~-ng 

from the Rebellion would be charged to capital account. The 

OpPOS"t tj-?n protested agai_nst th~ s bec suse the pr~v:t ous fl ve 

or six millions of war expend~ture had been charsed to the 

Consoltdated Fund, and because .!It was bel~eved that cap"'i.tal 

account should only be represented by actual assets. 

The capltal expend-iture tn 1885-86 amounted to 

$9~589,734, includ-Tng -:~:3,672.,5(34_for the Canad~an Pac~flc 

Railway, and '~3,113,333 as add-T_ti.onal debt allowed to Manitoba. 

The remainder was spent on canals and on the Intercolonia1 

Railway 0 The net increase in the debt reached ~he larg~ sum 

of ~~26, 751, 414. Apart from the capital expenditure this 

included an item of $10,220,180 which was the estimated value 

of the land returned by the Canadian Pacific Railway Company 

in lieu of the repayment of a loan of $10,000,000. (1) The 

def~-cit added ;~5,800,OOO to the debt increase, and railway 

subsidies added ~)2~701~249. (2) The completlon of the Canad~_an 

Paclfic Railway in 1886 termi_nated the decade of rap; d debt 

lncre ase • 

(1) see p.164 post. 
(2) Public Accounts, 1894, pp.1x~x-lxx. 
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For the current year Tupper estimated an expendtture of 

$35,600,000 and a defictt of ~300,OOO. The Oppos~tion, however, 

was not as optimistic as the Minister, and polnted out that the 

Conser~ative Government had never yet estimated an expend1-ture 

which in actual fact was not exceeded. 

The Finance lVI~_nister revj-ewed the h~ story of the 

national debt since Confederation. The net debt 1n 1887 w~s 

$225,105,961, an increase of $149,377.319 over 1867. Th~s ~n­

clud~d an increase of $30,743,3 9Z tn the debt allowed to the 

provinces; an expend~ture of i;71,053,95l, tnclud-t.n~ the deb~ 

cancelled through the return of lands on the Canad~ .. an Pacific 

Railway; an expenditure of ~31,226,348 on the Intercolonial 

Railway; and an expendi ture of .~~3l,226,3 48 on canals. As 

the aggregate expenditure was $183,292,584, Canada had paid 

$33,915,2,65 for capital requirements beyond the increase in 

the net debt. The debt was represented by large and valuable 

public works, and the credit of Canada was now at its highest 

point. 

As was the custom, Sir Charles Tupper also very 

exuberantly praised the National Pol~~y. He sa~d that great 

polittcal econo~sts now accepted tartff protect~on, and 4n 

his famous speech at Malvern, (1) Edward Blake, the L~.bera1 

Leader, had practically announced his convers~on to protection. 

The Minister spoke of the great progress and prosper".ty of 

Canada, and asked, "to what do we owe that cond"lt~on of progress 

(1) January 22, 188? 
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and prosperity, upon which we are all able to congratulate 

ourselves at this moment? I am quite certain that the 

answer will be found in the words - National Po1tcy.tr (1) 

Tupper announced tha.t he had found a new, n an almost - -

illimitable field for the extension of our Nattonal Pollcy"(2) 
- -

- the iron industry. Protection of iron lay at the basis 

of all protective systems. yet Canada ha.d neglected to do 

justice to this, "the greatest of ~-ts -tndustri.es" - the 

industry which was the bas~_s of the prosperlty_of the Un~ted 

states, of Germany, and of Belgium. The Canadian duty and 
-- -

bounty on pig-iron protected the tnferior grades. It was now 

decided to apply the princ~ple of protectton tn reference to 

the amount of labour consumed in the production of the art~.cle, 

as was done tn the United States. Tupper predicted remarkable 

results if iron were protected. Canada would reap "a golden 

harvest." But, as Cartwright said, Tupper "has been emphatic­

ally a Minister of great expectations. ff (3) 

In conformity with hts view~, Sir Charl~s announced 

the abolttton of the duty on anthraclte coal, wh1.ch would 

immediately make posslble the establ ~.shment of blast furnaces 

for the manufacture of tron. 

would reduce the revenue by $497,000 but the i.ncreased tron 

duties would compensate for the loss. The bounty on ~.ron 

was to remain at~~1.50 a ton unti.l June 30, 1889, 'and then 

(1) House of Commons Debates, 1887, Vol. 1, p.398 
( 2) I b1 d, p. 398 
(3) Ibld, p. 408 
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at one dollar unti_l 1892. The tartff was ra~sed from 

$2. to :~4 a ton, two-thlrds of the Uni ted States rate. 

There was no increase in the duty on the lowest kinds of 

iron. The duty on steel worth 4 cents a pound and under, 

was placed at 30 per cent, equal to that on iron. On steel 

of over 4 cents a pound the revenue duty of l2~ per cent was 

retained because it was not expected that Canada would soon 

be able to manufac~ure the better grades. 

Other tari ff changes {ncluded increases to 30 per 

cen~ on ha~dware stores, edg~ tools, and cutlery; to 32~ per 

cent on printe~ or dyed fabrics, not elsewhere f3,pec"fted; to 

35 per cent on earthenware and stoneware; to 15 per cent on 

potatoes; and to 25 per eent on vegetables, not otherwise 

specified. The duties on cotton thread, c~gars, e~garettes, 

and salt were also raised. 

Tupper concluded his speech wt th many statl stoles 
- -

designed to prove the growth of Canadian prosperity. The 

country had passed through a ser~ous depression almost without 

realizing it, largely owing ~o_indu~trial activity and to the 

building of the canadian Pacific Railway. The Mtntster 

expected that a long t~me would ~laps~ before the necesstty 

of borrowin~ in Lon~o~ would agatn a~tse. 

While realizing that there is "a certa"n amount of 

offtclal optimlsm which tt ls incumbent on the Mini.ster of 

Finance to observe," (l)_Si_r_R~chard Cartwr~gh~, ~n h~s reply 

to the Budget speech, malntained that Tupper d~ d not apprec't ate 

(1) House of Commons Debates, 188?, Vol. 1, p. 407 et seq. 
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the serious financlal posit-ton in whlch Canada was placed. 

The Liberal financial critic contrasted the deficits of the 

Mackenzie regime with those since 1879, and showed that 

whereas the former were the result of hls reluctance to ~.mpose 

~ddi tiona~ ta.xat~_on, the latter existed ~. n spt te of a great 

increase i.n the tax burden. 

Cartwright repeated his attacks on the Nat~onal 

Policy, and on the grow~ng debt. He sa~d that the taxat~on - -

was high and in the last analysis fell on the farmi.ng elass. 

The North-~1\!est was not repay~ng the f-lxed chargA~ 1ncurrAn 
- - .-

in its development. The publlc works of the Dom~.n~on pald 

no interest but actually incurred annual def~c~ ts. The f~.xed 

charges of the country const~.tuted almost 75 per cent of the 

total revenue. In reference to the increased iron duties, 

Sir Richard said that it was unstatesmanl~ke to ratse the 

price of the raw material of many tndustr~es. The wealthy 

and powerful railways would not be affected by the change - -

because steel rails remained on the free list. But, agriculture 

and the minor industr~es would be adversely affected. 

After a lengthy debate on the tnd~ vldual tar~-ff 

changes, the Budget propos~t~ons were passed. 
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THE BUDGET OF 1888 - SIR CHARLES TUPPER 

Sir Charles Tupper delivered his second and last 

Budget speech on Aprll 26th, 1888.~1) He announced a revenue 

of $35,754,993 for 1886-87. The Customs yielded $3,000,000 
- -

more than in the preceding year, the increase in the sugar 

duties alone being over $800,000. The total expenditure was 

$35,657,680, leaving a surplus of $97,313 instead of the 

estimated deficit of ~300,OOO. Cartwright, however, denied 

that their was a surplus. (2) !t had been agreed some ye~rs 

ago that the receipts from Domtnion lands should go to capi.tal 

account, to which was charged the expend~ture ~or the surveys 

of those la.nds. But Tupper reversed th~s po11cy; he charged - _. 
the expenditure to capital and cred~ted the rece~pts to income. 

Furthermore, Tupper's predecessor had charged the expend~ture - - - -

incurred in the suppress 1 0n of the rebell~on to Consol~dated 

Fund, but as this was now i~conven~ent a new Terr1tor1 al 

Account was opened, and to ,t ~as~~char~ed the North-West expendt-

ture of $293,917. Thus, by ridding himself of $456,000 of 

expenditure previously charged_to revenue, Tup~er! ~by a spec~es of 
1eg~rdemain," as Cartwright sa~d,- created a flctittous surplus 

of $97,000; but the actual ~efici~ was $348,996. 

The capital expenditure in 1886-87 was reduced to 

$4,43~,938, including $1,783,6~8 for canals, ~926,029 for the 

Intercolonia1 and connected railways, and $915,057 for the 

(1) House of Commons Debates, 1888, Vol. 2, pp. 1031-1048. 
(2) Ibid, p. 1052. 
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Canadian Pacific RaIlway. 

~1,406,533. The net increase in the debt was f4,155,668. (1) 

For the current year, 1887-88, Tupper estimated an 

expenditure of ~;37,000,OOO. He calculated that $400,000 af 

the revenue of 1885-86 had been anticipated. Credl ting th"i s 

to the current year, and with economy "in expenditure, it was 

expected that the accounts would balance. 

The Minister said that there had been a f~.nanc-tal 

stringency since May 1887, accompan'led by a certai.n depresst on. 

The 1imi t on Government Sav"lngs Bank~ r deposi ts had been placed 

at $300 in anyone year; and the maxlmum total depos~.t VIas to 

be $1,000. Hence capttal expend-tture had to be met out .... of the 

ordinary revenue and by a temporary loan of Jfl,OOO,OOO in 

The Governnlent was determ~ ned "for the present, 

with unimportant exceptlons, to stop any further outlay on 

Capital account beyond that to Vlh~ch the country is now com-

mitted." (2) Tupper also satd that the credit of Canada was 

now but one per cent below that of England, which stood at the 

head of all the world in f~_nanclal credito This enhanced 

credit practically reduced the total amount of indebtedness, 

which, at the prevailing tnterest rates, would be :;155,000,000 

instead of $227,000,000. 

Speaking on the tar'lff, Tupper said that Canadl.sn 

industry was satisfted wl th the new i.ron dut~ es. The tron 

industry would soon be prospertng, and the product~on of coal 

(1) Publ-i.c Accounts, 1894, pp. lx~.x-lxx. 
(2) House of Commons Debates, l888,Vo1. 2, p. 1034. 
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would increase. The United States was determined to main-

tain its protection, so that Canada had to promote inter-

provincial trade. Exports were increaslng~and prosperity was 

growing. He announced no chanQ'e In the tartff because·he 

believed that permanence was essential to inspire confidence 
- -

on the part of the buslness i.nterests. 

In the previous year the M~n~ster had been able to 

say that in view of Blake's convers" on to protect~on, cap~ tal 

need no longer fear e:l ther pol1 t1_cal party 1.n Canada. But, 
- -

with Blake's ret~rement from the leadersh~p, the L-tberals 

had adopt~d Unrestri cted ~ec~ proc~ ty wtth the Un~.ted States as 

their po11cy. Tupper said that Canada would be d~sappotnted 

if the Reciproc-1. ty Treaty of 1854 were renewed, because under 

the National Policy condttions had changed. Then, as 

Cartwright said, "in thunderlng tones and impassioned 

declamations~f, Sir Charles proceeded to conderrm Unrestrlcted 

Reclprocity. It would destroy the revenue; it would necessl-

tate heavy direct taxation; it would crush the ~ ndustr~.es of 

the country; it would mean national sui.cl de. The poltc:v of 

the Unlted States had to be kept in mlnd. Flnally, reci.pro­

c~ ty would be !.ngrati tude to the Emp" re; i.t would ask Canada 

"to throwaway our b~.rthrtght for a mess of pottage, to go 

looking fo!: c0I1!ffierc 1 al pros:per~ty with a fore~gn country."(l) 

Sir Richard Cartwr~ ght aga1n strongly attacked 

Tupper and the National Poltcy,(2) The_Budget speech, he 

said, showed "the same magniflc'ent audac~ ty, and the same 

(1) House of Commons Debates, 1888, Vol. 2, p. 1048 
(2) Ibid, p. 1049 et seq. 
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superb self-confidence, which has so often led the 

honoure-ble tSentlemc..n to wre stle wi th f[;"cts, E:,nd so often 

re sul ted in ft: ets t;etting the vJorst of it. n (1) The 

Opposition critic urg-ed Unrestricted ~-.eciprocity 88 the 

remedy for Canada IS industrie,l ills. ~ie EB-id ths-t unde r 

the existing system. of indirect texB-tion the poor man suffered 

most. s.:his could only be a.voided if the taxation were supple-

mented by heavy direct taxes. r:Lhe existing ta.riff had e-lso 

encourased the formation of combines w.hich injured the con-

Burners. 

Cartwri(;ht pointed out th~,.t President Clevel£tnd, of 

the United States, shared his teriff views. In his famous 

liessage to Congress t in December 1887, Cleveland stated tha.t 

the tlpresent tariff laws, the vicious, inequit2-hle, and illogical 

source of unnecessary taxs.tion, ought to be at once revised, and 

amended." (2) Hence, there was a general be lief in Canada that 

her southern neishbour would soon begin a. more liberal tariff 

polioy. C8,rtwright subsequently moved a resolution regretting 

the e;rowth of Cam, de, , s debt and expenditure, and the injustice 

of the tax system, and urging that nit is expedient tfJf:,t the 

said injustice should be remedied, and th&. t the wea.l thy cl~sses 

should be compe lled to be~.r the ir f~, ir proportionate shf.'re of 

the burden of taxc. tion. n (3) The re solution V1B.S defes. ted. 

THE BUDGET OF 1889 - GEORGE E. FOSTER 

Having accomplished the task for which he was 

summoned to LD.Ilbda, Sir Charles Tupper resigned his portfolio, 

Cl) House of Commons Debates. 1888, Vol. 2, p. 1049 et seq. 

( 2) .J.:U • 11.ichardson,td:Me ssage sand Pa.pers of the Presidents. vol. 8. 
(3) Ilouse of Commons Deb&tes, 1888, VOl.2, p.1061. p.584. 
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after the close of the session of 1888 arid re turned to , 

England as Canadian High Commissioner - a post which he had 

retp.ined all the time without sb.la.ry. Ris successor as 

1Iinister of Fino.nce was George Eula.s Foster, the l,:inister of 

:,:urine and i:'isheries, who now attained the most important 

Cabinet post a.fter only six years of public life. Thus the 

second ::acdone.ld iidministration, like the first, had four 

l.iinisters of 1'ina.nce, in the course of its existence. (1) 

George Foster delivered his first Budget speeoh on 

r.:e.Tch 5, 1889. (2) He ea id the, t Canada in this, her majority 

ye&r, had every re~son to survey her past record with pride, 

E~nd to look forw8,rd into the future with full (iSsurB.nce of 

prosperity and continued greatness. 

The totc~l ordin&.ry receipts in 1887-88 were 

~3Q,908,463, the Customs yielding ~22,l06,926. As compared 

with the previous year, iron e~d steel and their manufactures, 

spirits end wines, 2nd sugar showed large increases in the 

Customs returns. Coal, ooke, wool and cotton and their manu-

fectures showed decreases. The expenditure, at ?36,718,494, 

rose over ~1.000.000. The deficit wes ~810t031. Foster 

reminded the House, hallvever, tha t during the yea.r there was 

an offset of ~lt939t077 agc:inst the debt. as si:ru<::ing fund and 

investment for interest on sinking fund. If not for this 

amount the deficit would h2.ve been turned into a surplus of 

~lt129,046. 

(1) Tilley, 1879 -85; :;~eLe lan, 1885-97; Tupper, 1887 -88; 
Foster, 1888-91. 

(2) House of Commons Debates, 1889, Vol.l, pp.436-466. 
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In his subsequent rebuttal, (1) Cartwright 

attacked the HCCU:tc~cy of J?oster's a.ccounts, mainteining that 

there was actually a deficit of ~l,500,OOO. He me.de the 

serious cherge that the Public Accounts for 188'1 a.nd 1888 

were "cookedn • Prior to 1887, by formal agreement, receipts 

from Dominion lands were placed c,t;(iinst cD-pi tal ~ as long as 

the expenditure for surveyinG those lands WHS charged to the 

saI!le [:,ccount. Tupper had reversed this pr8vctice and Foster 

followed in his footsteps. It we,s likewise with the expenses 

of the TIie 1 Rebellion. Sir Richs.rd suid that this wa.s frau-

du1ent book-keeping. The Government was &busing the practice 

of keeping tVjQ accounts - cc-'.I:~tE:.l e,nd ordinary - to suit their 

exigency, to avoid four successive deficits. Confidence in 

the f1nanci~1 6tcte~nt weB being destroyed. 

The capi tal expend i ture in 1887 -88 wee ;;4,437 ,460 

including '-:rl,7l3,487 for the Intercolonial [ .. nd connected 

~:~['-ilways. );842,058 for other Public .Iorks, and. ~1 ,033,118. 

for canals. :::~~:~i1way subsidies pe id were \~'l,027 ,041. The in-

crease in the net debt was .;·7 ,216,582. (2) 

:blor the current yeE.'r, 1888-89) the Finance :,:inister 

expected a surplus of y1,900.000, and for 1889-90 a surplus of 

.. ~2 ,675 ,000. 

~-oster reviewed the history of the ne. tio:n&.l debt t 

showing that of the totc.l net debt of ~tr234,531 ,358, the ,SlUll. 

of ~109 ,430,148 wC.s the provincie,l debt assumed. :2he re fore 

the E-ederr:-l net debt was (1.-125,101.209 in excess of that assumed. 

(1) House of Commons J)eb8.tes, 1889, Vol. 1, pp.436-456. 
(2) J:ub1ic .• ~ccounts, 1894, pp. lxix-lx.x. 
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The capit2-1 expenditure exceeded the debt incree.se by 

~54,608,764. The net :per capita debt incres,sed by only 

14 cents from 1880 to 1888, el though the CHoodian ?ecific 

was constructed in the interval, and the lTorth-.;est was opened 

up. The :Iinister se-id thrt a comparison between the debts of 

CanadD End of the United Ste.tes was unf£;.ir beccuse theirconsti-

tutions were so dissimiler. The Uni ted States &.ssumed no 

state debts; it paid no subsidies to the states; it paid no 

interest on assumed debts; the ex]?enditure on ve,rious services 

and departments Wc: s on c. very different basis. Had Cenad.a. set 

out on the sa-me oc:.s is as he r neiGhbour, there would be no debt 

but an E~ctut;.l surplus of ~75t329 ,629. If the prev&iling 

prosperity continued, the .... inister expected that the capital 

expenditures of the ensuing three ye3-rs would be met without 

a.ny addition to the net debt, and v;1thout an increase in 

taxa.tion; the debt could not GO on incre,~:.sir16 forever. 

In 1884 Canada had been the first colony to float 

a Z} per cent loan in London; in 1888 it was the first to floe.t 

one et 3 per cent. The loan was for ~4,OOO,OOO to rUIl for 

Its reception was gre~tifying as it W~lS over-

subscribed three times. The large emount vvould obvis te the 

necessity of further borrowing for a lont; time. -~vnile 

Cc,rtwright admitted thE~t the tr,~,nsaction wes en excellerlt one t 

he accused the ~overnment of makins a reckless blunder, in 

the prospectus issued for the loan, which might necessitate 

a huge sinking fund for its re-purchase in five instead of 

fifty yet.ra. .2oster replied that the prospectus plc3ced him 

under no legal obligc!,t1on, ana. denie d Cartvu-right 1 S interprete tion 
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of its meaning. 

The 1Iinister considered the incidence of ta.xation 

in Ca:nE.da, a.nd concluded that it fell me.inly on the wef=:,l thy 

classes w'ith expensive tc.stes. Deducting the taxes on li{~:uor 

and tobacco, from which Fmster himBelf abstained, the necessary 

per capita burden was ~3.88. T[~~Q? tion in CanBda we.s lower than 

tha t in the United State s, Gre,9,t Bri taint Frence, and Australasi[-!" 

but it was llecessary, since ttTaxation is the only g8,tewE;,y to 

:progress [1.nd development in a country." (l) 

Following in the footsteps of his predecessors, Foster 

lauded the l:ational Policy for protecting C2ffidian industries. 

lie pOinted out thGt if the shrinkage in values were considered 

Canada I s trade ha.d by no rreans declined below the total in 1873. 

He maintained thD.t as long as the United States insisted orJ. 

reta.ining its high t~.riff, C~nada would he.,ve to build upon its 

QiJlln foundc.tions. 

In his reply to the ~. iIl8Y.lce I.:inister, (2) Sir Richard 

Cartwriuht was suspicious of any talk of economy by the Govern-

rnent. He wondered!lwha.t new villainy is afloat? Nhet dark 

mystery of inquity is beinb hetched now? I I11USt sc.:.y:' c..d de d 

Sir Richard, "that when I he2,r these geY101emen telk.ing of 

economy my utmost suspicions are ~roused. Ca.n the leopard 

change his sp ota; can the Ethiopian change his skin; C8,n we 

expect grapes from thorns cJ.nd figs from thistles?" (3) 

Cartwright also delivered his e.nnus.l indictment of 

the -,e.tional Policy. According to the Conserva.ti ve Party 

one would say that ffevery single solit.ary result of every new 
(l)House of Commons Debates, 1889, Vol. 1, p. 456, et seq. 
(2) Ibid, 1'.465 
(3) IbiS, p.464 
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invention that has been made for the last ten years, that 

every reduction in the price of raw material, that even a 

fall in the rate of interest all the world over is a new 

triumph for the National Policy." (1) Sir Richard asserted 

that if, as alleged, Canadi_an manufacturers were extend~ng 

their ~oreig~ trade, if they were able to undersell their 

competitors in fore~gn markets, then they certa~nly requ~red 

no protect i_ on. He believed that the remedy for Canada's 
- - - - - -

financlal ills was the extens~on of trade wl.th the United 

States. Accor'd~ ngl¥, he moved an amendment advocat~ ng "full 

and unrestricted reclproc·t ty Wl. th the Un~- ted States." (2) 

The debate on the Bud~et was concerned largely with 

the Liberal proposal of unrestricted reciproc5ty. On behalf 

of the Government, Charles Hlbbert Tupper, Minister of Mari.ne 

and Fisheries, declared that while the Conservative Party was 

not ready to surrender the commercial inter-ests of Canada to 
- -

the United States, it was, nevertheless, "still ready to make 

a faIr trade arrangement" wi th the latter country whenever 1. t 

was "prepared t~ enter i.nto su~h an arrangement. n (3) John 

Char1ton emph~sized that the L-i.bera1 ~arty_ was not advocat-i.ng 

corrunerc~- a1 union but unrestr~ cted rec~ proc~ ty, n and unrestr~ cted 
- - - -

reciprocity would leave 1.n our hands the ent~re control of our 

own tariff, except in so far as relating to l_mports and exports 

between Canada and the Unlted States." (4) LOUiS H. Dav~es 

attacked the cry of d:lsloyalty wh~ch was be~ng ratsed aga~nst 

(1) House of Commons Debates, 1889, Vol. 1, p. 464 
(2) Ibid, p. 468 
(3) Ibid, p. 478 
( 4) I b 1 d, p. 479 
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the Liberals, and reminded the Government of the phrase 

"that they were prepared to support the Nat~onal Pol~cy, and 

if the National Pol1cy In lts effects would weaken the tte 

that bound us to the mother country, so much the worse for 

British connection." (1) In the end, cartwright 's resolut~.on 

was defe ated. 

THE BUDGET OF 1890 - GEORGE E. FOSTER 

In his second Budget speech, delivered on March 27, 
.- -

1890, (2) Foster congratulated the country on -i.ts financ~_a1 

positlon. He announced a record revenue of $38,782,870 for 

the year 1888-89. It was almost ~2,OOO,000 in excess of 

Tupper's original estimate, and $2,874,000 in excess of the 

receipts of 1887-88. The Customs and the Excise yields rose 

$1,620,000 and ~815,000 respectively. The ord~nary expendi-

ture was $36,917,834, lea v~ng a surplus of ~1,865,035. In 

England, also, the Chancellor of the Exchequer announced a 

surplus of ~2·,798,000 for 1888-89. (3) 

The total capital expend l ture amounted to ::~'4 420 313 
" , , 

over half of which was for the Intercolonial and connected 

railways, and the remainder for canals and other public works. 

The sum of $846,721 was pa-td in rai.lway subsidies. The net 

increase in the debt was $2,998,683. (4) For the current year 

the ?i_nance Ivlinister expected a surplus of ::~2, 700,002, and for 

1890-91, one of ~~2, 500,000. Surpluses of such magnitude 

(1) House of Commons Debates, 1889, Vol. 1, P Q 706. 
(2) Ibid, 1890, Vol. 2, pp.2530-2563. 
( 3) Bernard Mallet: Bri t-i. sh Budgets (London, 1913) p. 24. 
(4) Public Accounts, 1894, pp. lx-ix-1xx. 
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attained wlthout any increase "in tHe taxat"ton showed "the 

buoyancy of our resources." 

Foster bel teved that the ordinary revenue of Canada 

was now suf.f~-cj"ent to carry the national debt, to pay for the 

ordinary services of the country, and for some of the cap~"ta1 

expendi ture • He hoped that there would be no increase in - - - - -
lia?ilities for some ¥ear~, and expected the ~eginn~ng 9f a 

period of debt reduction in 1892. The debt incurred s~nce 

1867 had been essent~a1 for the open1ng up of the country and 

for the extension of trade and commerce. Canada was able to 

carry its present burdens, "but for any further l.ncrease, n 

~ said the Finance M~n~ster, "I believe good reasons are demanded, 

and good reasons must be glven." (1) 

The B~dget speech of 1890 proposed var4 ous_changes ~n 

the tariff ~ which, however, di.d not disturb the poll cy adopted 

in 1879. P t t · h d t k fi t lEd ro ee ~- on a now a en _rm roo· n urope; an , 

in the United States election of 1889, Cleveland was defeated, 

and the Repub~ican Party had trilli~phed on a policy of higher 

protection. :5'oster justified tariff changes, because of new 
- -

conditions which constantly ar1.se, as tariffs are not "like 

confessions of faith, which when once settled, must endure 

for centuries." (2) 

The tariff alterations of 1890 involved both ~ncreases 

and decreases. The duty on flour was ra1sed 25 cents per 

barrel~ to equal~- ze i.t wl th the duty on wheat. The duties 

on meats were increased, and on l~ve cattle, hogs, and sheep 

(1) House of Commons Debates, 1890, Vol. 2, p. 2540/ 
(2) Ibid, p.2542. 
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they were rai~ed from 20 to 30 per cent. The duty on 

woollens was increased from 7~ cents a pound and 20 per 

cent ad valorem, to 10 cents per pound and 20 per cent ad 

valorem. Wire of copper and brass was,fuken from the free 

list and made subject tb a duty of 15 per cent, wh11e covered 

wire was to pay 35 instead of 25 per cent. The duty on 

common windowglass was reduced from 30 to 20 per cent. The 

dutjeson Inolasses were halved, and on corn milled for hwnan 

food there was to be a rebate of 90 per cent. To develop 

the Canadian minin~ indus~ry, mining ~achinery not manufactured 

in Canada at the time of lts 1.mportat-~ on was made free for three 

years. Also, to encourage iron sh~ pbu~ ld-!ng, all steel and 

iron parts used ~n the manufacture of ~ron or steel vessels, 

if not made in Canada, were placed on the free l~st. Certa~n 

seeds for the farmer were also added to th-! s llst. 

Some time after the del~very of the Budget speech, 

Foster moved that the bounty on ptg-~ron be 02 per ton from 

July 1, 18~ to June 30, 1897. (1) The bounty, or-tginally 

introduced in 1883, was <1.50 r,' per ton for th.,..ye ar s , and then 

dollar from 1866 to 1889 ; . 1886 it was renewed at $1.50 one In 

until 188g, and then one dollar until 1892. Now lt was to 

be '~2 
r' until 1897. As the duty on iron was s'4 rP , the total 

protection was ~6 per ton. Cartwright called this the most 
- -

injurious duty imposed, because iron was a very tmportant raw 

(1) House of Commons Debates, 1890, VOl.2, p. 4321 et seq. 
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material. Louis Davies pointed out that tron manufacturing 

had not increased in ten years, and that the duty was not 

justified. 

During the Budg~t debate,- wh~ch was l~rgely influ­

e~ced_by the proposed McKinley Tarif~ in the_U~ited States, 

~ir Richard Cart~ri_ght accused the Finance Mln-tster of livi_ng 

in a fool!f paradi se. (1) He again denounced protectton, and 

sa id ~hat Foster, llke some of his predecessors, had s~nk 

"the high and responsible pos~ tlon of the M~ ni.ster of Finance, 

the sworn guardian of all classes of the people, to the posttton 

of_sI?eaking trumpet for a number of comb-1nes." (2) The Llberal 

critic spoke of the deslrabll-ity of free-trade wi_th the Uni_ted 

States. He stressed the impo~tance of agr~culture as the 

staple industry of Canada, add-t_ng that "clrcumstances do not 

seem to f-lt us to become a great manufacturing country." (3) 

Yet agriculture in Canada was markedly depressed andwas left 

unaided. Sir Richard moved an amendment to the Budget, 

regretting the increase in taxation an~ in expend~ture, and 

urging a redu~tion pa~ticularly on articles of prime necessity 

to farmers, miner~, fishermen! ~nd other producers. 

Mackenzie,Bowell, Ivtlnlster of .Custolns, justlfi-ed 

the tariff increases because of the proposed McKlnley Tarlff 

in the United States, but Davtd M"tlls attacked thi_s pol-icy as 

a servile imitation of the Uni.ted States WhiCh would make 

(1) House of Commons Debates, 1890, Vol. 2, p. 2566, et seq. 
(2) Ibid, p. 2567. 
(3) Ibld, p. 2574. 
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reciprocity impossible. (1) Peter Mitchell protested that 

he had supported the National Policy orlgi.nally because he 

had understood it to aim simply at compelling the Americans 

to remove their restrictive duties. However, it had developed 

into a policy of taxing the needs of the people regardless of 

surpluses of revenue over expenditure. (2) 

The constant reference to the so-called "unfavour-

able" balance of trade brought N~-cholas ~lood Dav~-n. a prom"tn-

ent Conservattve member, into the debate w~th an attempt to 

prove "that thls thlng whl ch has been made a rhetori cal 

bug~boo from se ss -~- on to se sSl on J has noth-t ng whatever In ~ t." (3) 

Davin employed facts and stat"tstlcs to show that, ·tf all factors 

are consldered, imports and exports, v-i sible and 5_nv"i.si.ble, 

ultimately balance each other. But, for many years the dis-

cussion on the "favourable" or "unfavourable" balance of trade 

was to remain a feature of the debate on the Budget. 

DOMINION FlNANCE,l879-91 

The Budget of 1890 was the last presented by the 

second Macdonald Administration. While the Goverrunent was 

returned to power in the~'general electi.on of 1891, S~-r John 

Macdonald dled l n June of that year. V!l th his death began 

a period of polit~_cal uI?-certatnty_wh~-ch culln~-nated i.n the 

defeat of the Conservattve Party In 1896. 

(1) House of Commons Debates, 1890, Vol. 2, pp.3129-3l32. 
(2) Ibld, pp. 2l99-Z920 
(3) Ib1d, pp.3 071-3074 
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The'years from 1879 to 1891 witnessed the introduction 

and ~xtension of the Natlonal Pol~.cy of Protection. Every 

session saw amendments 'made~ generally. in an upward d~.rect~.on. 

The payment of bounti.es to ~-ndustrtes was also ~ ntroduced. 

But the prosperous years_ from 1880 to 1884 were followed by 
- -

a period of depresston. The ~n~ster of F~nance aga~n was 

faced with deficits. Dissat~sfact~on w~th the Nat~ona1 Policy 

arose. ~ncourage~ by the freer trade tendenc~es of the 

Democratic Party· in the Uni.ted States, a.n agitation for 

Commercial Union or Unrestr1.cte~ Recipro~ity b~gan. The 

Liberals a.dopted this as the main plank in their platform. 

It was defeated in the e1ectiona of 1891~ But, even the 

Conservative Party still favoured a moderate reciprocity 

treaty. 

As the Macdonald Administration had undertaken works 

involving large expenditures, the revenue necessarily rose. 

In 1877-78, the last year of the Ma.ckenzie Government, Con­

so11dated Fund recelpts were $22,375,011; in 1890-91 they had 

increased to $38,579,310. The recelpts from taxes - Customs 

and Excise - rose 'from j17,841,93 8 In 1877-78, to ~30,3l4,151 

in 1890-91; the receipts f~om other sources tncreased from 

$4,533,073 to ~;8,265,159, ~.n the same per~od. (1) 

The ordinary expendlture increased from $23,50~,158 

in 1877-78, to .!~;36,,343,567 in 1890-91. There was an increase 

(1) Public Accounts, 1894, p. xxxii 
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in all charges: (I) 
1877-78 

Charges on the Public Debt ;~ 7,2'40,969 

Subsidies to the Prov~-nces 3,472,807 

Sinking Fund 945,746 

Collection of Revenue 5,301,124 

Miscellaneous 6,542,510 

1890-91 

1~ 9, 846,205 

3,903,756 

1,938,078 

9,453,312 

11,202,206 

The increase in the net debt during the first decade 

of Confederation was moderate when compared W:1. th that of the 

second. In the latter period heavy debts were incurred in 

the construction of railways and canals, and in the opening 

up of the North-West. The net debt in 1878 was $140,362,069; 

in 1891 it had risen to $237,809,030. The leading cause of 

that increase was the construction of the Canadian Pacific 

Railway. Its completion in 1886 saw the end of the decade of 

rapid debt increase. 

The Mackenzie Government had undertaken to construct 

the Pactfic Railway as a pub 1 ~ c enterpr i . se, but on the return 

to power of the Conservattve Government, ~n 1878, it was 

finally determined that the road should be constructed by a 

private company _ supp1~mented by_.gover~ent a·td. A contract 

was therefore signed in 1881, with the Canadian Pacl.ric 

Syndicate to which the Government «~ve a subsidy of 

$25,000,000 in money and ·25,000,000 acres of land, together 

with about 640 miles of road completed at a cost of $33,000,000 

) . 1 t 1894 ; · · · ~ (1 Publ. c Accoun s, , pp.XXX._l ... xXX'-'-_ 
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Then began a p~riod of large capital expendttures which 

by 1885 exceeded $54,000,000. The DomInion Loans of 1884 

and 1885 were necessary to meet these l~- ab~ 1 ~ t~.es. 

The Railway was to have been completed by 1891. 

In 1884, however, the Syndicate promised to complete the 

road by 1886. To assure thi. s, the Government advanced a 

loan of $30,000,000, and tn 1885 a further loan of ~5,000,000. 

In 1886 the Cornpany repald:~25,000,000 and the Government 

~gre~d to accept a porti_ on of its lands for the balance of 

its indebtedness - ~~9, 880,912., wi. th interest. The value of 

the land was computed at $1.50 an acre. (1) Cartwright 

protested that this meant a settlement on the part of the 

Company of 60 cents on the dollar, and Edward Blake maintained 

that it involved the additi~n of $10,000,002 to the net debt 

and ~5400,000 to the annual tnterest char~e in order to release 

the wealthy shareholders from the necessity of repaying the 

full loan. (2) Blake satd that of a total expendtture of 

dI· ~ G h • ,,-1)66,000,000 on the Ra-lway, the overnment ad contrl buted 

-:~57,900,000, 1_n add~ tl_on to the"'valuable land grants. (3) 

In view of this, both Blake and Cartwrtght stated that the 

road should have been owned by the GoverThllent which had 

practically constructed it. Nevertheless, McLelan, ,the 

:Minister of Finance, announced wlth prlde, in 1886, that 

the Company had repaid its indebtedness, that the accounts 

(1) Perry, OPe cit., pp. 21-22 
(2) House of Commons Debates, 1886, VOl.2, p. 930 et seq 
(3) Ibld, 1884, pp.124-1Z8. 
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would be closed, and that -i_t would henceforth cont-tnue 

independently of the Gover~~ento (1) Th.t s, howeve!> d-id 

not prevent the Goverrunent, In 1888, from guarantee~ng for 

50 years ~he payment of interest at 3~ per cent on~15,OOO,OOO 

of the Railway's Land Grant Bonds, tn return for wh~ch the 

Company abandoned the railway monopoly which its charter had 

given it for twenty years. (2) Wilfrid Laurier, the Leader 

of the Opposit:ton~ condemned this new unlimited liability, and 

cartwright said that it involved an_annual charge of ®525,OOO 

for fifty years in favour of the Railway Company. 

In the period 1875-85 there was also incurred a 

large expenditure on canals amounting to ~24,120,OOO. The 

Welland, Lachine, Carlllon, and Grenv~lle Canals were almost 

wholly built in these years. (3) The other ~tem wh~ch served 

to increase the debt was the read.iustment of prov"'.nc~ a1 debts, 

which meant the assumptlon of an add~ t~ ona18l0,OOO,OOO by the 

Dominion. 

In the fiscal year 1885-86 the Canad~_an net debt ~n­

creased by'::i26,750,OOO; in the same year the 'Un-i_ted States 

debt was reduced by ~88,901,860. (4) In 1880 the annual 

interest on the latter debt was $95,757,000; in 1885 it was 

$51,386,000. (5) In the twenty years ending June 30, 1886, 

the Un! ted states debt was:,·reduced by the enormous.,is.um of 

(1) House of Commons Debates, 1886, VOl.2, p. 930 et seq. 
(2) Ibid, 1888, Vol. 2, p. 1061. 
(3) Perry, op.ctt., p.22 
(4) . Ganada: Statistical Record, 1886, p. 144 
( 5) Dewey, op. c; t ., p. 428. 
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$998,173,160, or a~ average annual reduction of ~'~49,908,658. 

The rapidity of this decrease was without parallel in 

hi story. (1) It is to be-'noted, however, that whi.le the 

Canadian debt was incurred for publ1.c works. that of the 

united States arose from the Civil i!Jar. 

the total debts of the Canadian prov~nces were ~21,?23,727, 

while those of the Amertcan states amounted to :~~243, 708, 448, 

or more than the ent1re net debt of:hhe DO~.n1on. (2) 

After 1886 there followed a decade of slow growth 

in the debt, in contrast to the increase of th~ preceding 

years. The capital expenditure was kept down to an average 

of less than ~4,000,000 annually, and the average debt in-

crease was $3,000,000. The expend~ture was princtpally on 

canals and on railway subsidies. 

Between 1878 and 1891 four Canadian loans were 

issued in London, totalling £19,000,000, of wh-tch only 

~1,500,000 bore the Imperial Guarantee. In 1884 the first 

3~ per cent loan was floated, and in 1888 the rate was 3 

percent. (3) 

The pertod from 1879 to 1891 was one of stra~ns 

and stresses. 17.11; le the cred~ t of Canada was h~ gh, the 

pr?gress of the country was slow. But f~rm foundat~ons were 

laid on whl_ch future generat i_ ons were to bu~ Id. 

(1) Canada: sta tist-tcal Record, 1886, p. 144. 
(2) Ibid, pp. 144-145. 
( 3) House of Commons Debates, 1897, Vol. 1, P .3120. 



CHAJ:TER VI 

Closing Years of the Conservative Government 

1891-96 

George Fosterts Budgets, 1891-96 Dominion Finance ,1891-96 

"r am not one of those who believe that there 
should be a cast-iron tariff for eo stated number 
of years; conditionschanga, and with them, if we 
are reasonable and prudent, we must change the 
conditions of our fiscalpolicy.t! 

- Hon. Ge orge E. Fos te r (1891) 

The Conservative Government was returned to power in 

the general election of 1891 at a time when the economic 

situetion in the country W&.S agt:.in becoming unfavourable. 

Low prices and a succession of bad seasons meEnt agricultural 

depression and discontent. The inflation oonsequent upon 

the opening up of the Horth-VJ"est was followed by a serious 

reaction and depression in Winnipeg and other centres. 

Settlement in ~"iestern Canada proceeded at a disap:pointing 

ra.te • .Artificial encoure.gement to industry had resulted in 

over-production for the small Canadia.n market" and, therefore t 

in suffering for the workers. Sentiment B.:ppeared to turn in 

favour of Commercial Union with the United States, or t at 

least, in fa.vour of some form of reCiprocity. 

was ma~ked by tariff reductions in Canada. 

The :pe riod 

In the United States the Eepublican Party redeemed 

its campaign pledges a.nd Congress passed the I.~cZinley Tariff 

A.ct in 1890. For the first time it acce pted Frote ction not 

nas a tem1'orary stage in the arduous journey towards industria,l 

freedom, but a principle which ought to be perII8.nently adopted.n(l) 

(1 ) De we Y t op. c it. t l' 438 • 



- 168 -

The new taxiff repeeled the duties on r~w sugar, and reduced 

the duties on steel re.ils, iron and steel plates, end on 

structural iron and steel. But duties on many manufactured 

products, especially t~tilest and on agricultural products, 

were made a~ost prohibitive. (1) 

The passing of the McKinley Act, and of the Sherillan 

Silver Act, wa.s followed by a de cline in revenues, by commeroial 

disturbances, by on increased exporte,tion of gold, and by the 

withdrawal of British speoulative investments. The United 

States was on the ~oad to a financial crisis. The year 1890 

also witnessed the practical bankruptoy of Portugal, the collapse 

of the South African mining boom, and of the boom in Argentina, 

which involved the failure of the f~mous house of Baring. The 

econo~ic de,ression W2S therefore not confined to Canada. 

THE BUDGET OF 1891 - GEORGE E. FOSTER 

In lune 1891 Sir John A. Macdonald died and Senator 

Jahn J.C.Abbott beclune Prime Ii!inister. George Foster retained 

the portfolio of Finance ~:.nd delivered his third Budget speech 

on JUDe 23, 1891. (2) He aaknowledged that the condition of 

the country was not as fortunate as it had been, but asserted 

that the general state of tr-ade was good. Foreign trade he.d 

shown an inorea.se of $l4,OOO,000 over the previous year, and 

domestic trade was flourishing. Wbile the crisis of the past 

year had involved bank failures in the United Sta.tes and a 

(1) Dewey, pp. 438-440. 
(2) House of Commons Debates, 189l, Vol. 1, pp. 1200-1223 
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financial stringency in Gre8.t Britain, the CEnbdi,~,n oc.nks 

had tlpursued the even tenor of the ir wayTl. (l) 'Vlhile 

Canedian industries had teen e.ble to wi thst2,nd the strain 

cc,used by the passinG of the :::Ic~Cinley Bill, the Gove rnment 

was :negoti[~,ting for closer trade re lLtions wi th the Uni ted 

Sta te s. It WE-S willing to give to the latter country, Hthe 

greatest freedom of trade compatible with the best interests 

of" (2) Canada, but would not sacrifice the tr~de ~lready 

established with other countries. 

YIi th the reduction in tile interest re.te, there was 

a decrease in the Government Savings Be.Ilk deposi ts. The 

I:Iinister said that this was e (~uive,lent to debt redemption. 

~o meet the withdrawals, he floated in London a te~porary 

loa.n ofc/'400,OOO a.t 4 per cent for twelve Inonths, and one of 

ot 600,000 et 4~ per cent for six months. ~:ore would ha.ve 

to be borrowed, but the money m2--ri::et wa.s unfa.vourable. 

Certv;riGht reminded the House thst he hed alvVCl,Ys urged the 

adoption of the :2.:nt;lish system whereby these deposits would 

be treated us trust frulds to be invested in Government 

se curi ties. However, EiS they were used for perma.nent invest-

t th t . s to finance pe rmanent works, i t was now ne ce ssery ~Ilen, a ~ , 

to borrow at a high rc-te of interest in order to ~lleet the 

deficit oreated by the withdrawa.ls. 

The Finanoe liinister st~,ted that the financial 

SOlIDdness of Canada \~6,S reflected by the revenue of 1889-90, 

which W!iS the lc;.rgest in history. It amounted to ~39,879,92~ 

the yield from Customs being ~23,968,953, and that from Exoise, 

(1) House of Commons Debates, 1891, Vol. 1, ~.1202. 
(2) Ibid, p.1207. 
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$'1,618,118. While the revenue was $679,000 in excess 

of the estimates, the expenditure of ~35t994t031 was $505,000 

less tha.n the estimate, a.nd ~923,OOO less than the expenditure 

of 1888-89. The Consolidated Fund surplus was ~3,885,893. 

The total capital expenditure, in 1889-90, we.s 

~6,778t663, including ~2,726,504, spent during previous years 

by the LIontreal Harbour Commission for the improvement of the 

St. Lawrence, $2,351,787 for the Intercolonial and connected 

Ra.il we. ye t ~3, 124 t 260 for other Public Vforks, s,nd ~~l, 026,364 

for canals. l.~~ilway subsidies pa.id were $1,678,195. (1) 

Apart from meeting the ordinary needs of the country, the 

Consolidated Fund was eble to pay for a large part of the 

capital expenditure. Hence, the net increase in the debt was 
It 

only ~3,l70. ]'oster said that an equilibriwn had now been 

pre.ctic~-lly established between income and expenditure, both 

oa. pi ta 1 Etnd ord inary. 

Because of the t~riIf revision of 1890, and because 

of the commercial negotietions 'llith the United States, the 

Budget speeoh of 1891 announced only one mjor tariff ch&,nge. 

At the same time, Foster said that he did not believe in 

yts oast-iron tariff for a eta. ted pe riod of ye [ire; n changes in 

the tariff were necessary with changing conditions. Ee then 

entered into a long discussion on the sugar duty, showing that 

it had oricine.llj' been imposed in 1868; that it hHd been in­

creB;sed on three subsequent acce.sions; that it had created 

the prosperous sug,o.r-refining industry af Caneda; that it had 

(1) Public I.ccounts, 1894, pp. lxix-lxx. 
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yielded a. large revenue, which in 1888-89 amounted to 

The Finance l.:inister then a.nnounoed the 

abolition of the sugar duties, s.nd sdded Hthat never in the 

history of Cane.da, either before Confederation or since 

Confeder&tion, has any Gove.rnment come down to the House with 

such a la.rge reduction of taxes D·S is involved in this pro­

position." (1) V~ith the ab.olition of the duties on coffee, 

tea., and sugar, "the :poor ma.n's·breakfast-teble n was 

practically free. In Engla.nd suga.r had been made free in 1874. 

To oompensate t in l~,art, for the loss of revenue from 

suga.r, :Foster raised the customs duties and the excise on malt, 

distilled spirits ~nd tobacco. The duties on beer, ale, and 

porter were elso increased. The tariff on sal t was reduced. 

by one-half, because it had resulted in the creation of a 

monopoly. It was henceforth to be 5 c.nd 7~ cents per 100 

pounds. Beet-root sugar, which the l~inieter did not believe 

oould be successfully produced in Canada, was to receive a 

bounty, for one year only, equal to the protection the fa.rmer 

would hE..ve received had the ta.riff remained unchanged. It 

Wci.S emphasized that this did not commit the country to the 

principle of e bounty on beet-root sugar, but merely aimed to 

protect the farmers who had already plented beets in that season. 

Sir Richard Cartwright, in his reply to the Budget 

speech, (2) pointed out that the duties on raw sugar only were 

abolished, and furthermore, that the action was rr~rely a 

(1) House of Commons ~ebate6t 1891, Vol.l t p. 1216. 
(2) Ibid, p. 1224 et seg. 



- l72 -

consequence of the MoKinley Tariff. nIt is solely because the 

United States Government had taken similar legislation about a 

year ago, and our honourable friend, in humble obedience and 

s.ubservience to the United States, had followed suit." (1) 

Foster had not been aotuated solely by the public interest. 

Sir Richard said that refined sugar oontinued to be highly 

proteoted, that the refiners would, therefore, maintain a high 

price t and that the change was not to benefi t the poor ma.n, but 

only the sugar refiners. 

Cartwright agc~in stated that Ca,nada was not in a 

prosperous condition. He urged free and unrestricted 

reciprocity with the United States, which he called Canada's 

natural market. The National Policy taxed imports from 

Great Britain a.nd was an imite,tion of .A.mericE.n policy, yet 

when reciprocity was E;.dvQcated, Conservatives raised the 

loyalty cry. Sir 31chard moved an amendment to the Budget 

demanding reductions in the duties on all articles of prime 

necessity, and "the most extended reciproc&l freedom o£ trade 

between Canada end the United States in manufactured as well 

as natural ,products." (2) A lengthy debate on Reoiprocity 

ensued. Wilfrid Laurier ur~~d that allegianoe should not be 

made the basis of tra.de; tha.t trade interests alone should be 

that basis. However ~ the <:;unendment was defeeted. 

Cl} House of Commons Debates, 1891, Vol. 1, p. 1224. 

(2) Ibid, p. 1212. 
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THE BUDGET OF 1892 - GEORGE E. FOSTER 

George Foster delivered hie fourth Budg~t speech 

on March 22, 1892. (1) For the yea.r 1890-91 he announced en 

ordinary revenue af ~38,579,310, a decrease of ~l,300,OOO in 

comparison with the receipts of 1889-90. The Conso1ide.ted 

Fund expenditure was $36,343,567.96, s.n excess of ~340,OOO 

over the previous year. The surplus was $ 2,235,742. 

The oapital expenditure, at $3,115,860, showed a 

deorease of almost ~lt350,OOO. The chief items were $1,280,725 

for canals a.nd ~~;1,184,317 for the Intercolonie.l a.nd connected 

Railways. Rc.ilway sUbsicJ.ies c~mounted, to ~1 ,265 t 705. (2) 

The net incree,se in the debt was ~l;275,818. Thus the I.Iinister , 
said th~.t his prediction in his first Budget speech, tha,t by 

1892 the revenue and expenditure would be balanced without an 

increase in the debt had practically been fUlfilled. Had not 

the duties on raw sugar been &bolished, the revenue would hs.ve 

been greater by ~~3pOO ,000 and the yea.r 1892 would have been 

reached with no increase in the debt. ~n the four years, 

188'1-1891, the Consolidated Fund expenditure had kept remark­

a.bly even; the revenue ha.d been buoyant; and the net intere et 

on the debt hsd decreased. The future VJas therefo.re nfull 

of hope and promise". As long 5,S the exist,ing condi tions of 

tariff and revenue remEined no large surplus could be expected. 

The acoounts for the current year and for 1892-93 would just 

balance. 

(1) House of Commons De ba,tea t 1891, Vol. 2, :pp. 315-335. 
(2) Public Accounts, 1894, p. 1xix-l:xx. 
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The decrec,se in the savings b-:1.nkdeposits, resulting 

fl'Om. the lower intere st rate and f::tom other C~U8e s, had 

necessitated temporary borrowings c~mounting to ~j9,753.333. 

This was 18.rg-ely for debt redemption. Capital expenditures 

would necessitate further loans, and the conditions of the 

money market would decide whether these Vfere to be pe·rmenent 

or tempore.ry. Ca.nada' s credit stood high in Great Britain, 

in api te of the peSsimclstic st2tements about debt e,nd taxation 

spread by Cartwright and the Liberals. Poster asserted thet 

the per capita debt had increased only 18 cents from 1878 to 

1891. 

The Finanae ~=inister painted out that the aggregate 

trade of the country was holding its own. Exports were in-

creasing e.nd in 1891 were ~1 ,668,000 in exoess of those of 

the preceding yea.r. The decree,E;e in imports vias caused by the 

larger production in CS!lada for the home market. Referring 

to reciprooity negotit·.tions r:ith the United States. Foster 

said that the ltttter country wHnted reciprocity in manufa.ctured 

as well as in natural products. This v{ould necess'itate prefer­

ential treatment for the United States in the markets of Canada. 

The consequences would be discrimination against Great Brita.in, 

loss of revenue to Canada, b.no. the equalizati.on of the CanadiLi.n 

tariff to that of the United States. Foster concluded the.t no 

terms could be arrived at without sacrificing Canadian interests 

and too much of Cs-Illidian natio;nality. Canada would. henceforth~ 

have to proceed along her own lines Qf development. The British 

market would be the most desirable. The }:linister foresaw the 

day of reciprocal or preferential tariffs, when, in view of the 



- 175 -

tariff ware all over the v;'orld, it VJould become the duty of 

the Gove rnment of Canada lIto hold out the hand of he 1p to 

those thE~t help us, to repay fe.vour with f'6.VOUr. Gnd interest 

with interest, 2.nd to give the best treatment in our markets 

to those countries v/hich s,fford to us the best treatment in 

the ir narl:ets. 1T (1) 

The Budget speech of 1892 introduced no tariff 

and WE';S re!::k~rk8ble for the absence of the custom&ry 

eulogy of the r~:tional Policy. lZevertheless. Sir Rich8.rd 

Cartwright, in replying on behalf of the Opposition, once 

ag~in 6enounced the policy of protection. He held it to be 

lsr£ely responsible for the exodus from Canada. The I!11cKinley 

TE-riff had detrimentally affected Cc.,lledi&.n {?gricul ture; 

unrestricted rtciprocity vlith the United !its.tes Vv&S the 

remedy. Sir Richard stressed the v~:lue of the lcltte:r :TlC'~rl.:et, 

E~nd stated tha.t Great :Britain could import but a relstive1y 

small portion of Canadian products. 

The former Finance -".inister condemned the growing 

expenditure of Canada., and the cons.truc tion of public wor~:s 

v:llich \7ere producinL [,,1IDual de fici te. The policy of i80 le tion 

and the policy of protection were compelling Car~di&ns to pay 

three sets of tuxes - tuxea to the Darninion Tree.sury, taxes 

to the protected manufacturers, and tE.,xes to the United Ste. tes 

Tre [;;, sury • 

The Budget debate centred on reciprocity e,nd 

n f ~ t ~ °t . reciprocel tariffs. A preIerence or \:tree. .0r ~ c~· ~n W~tS pro-

posed on the brounds that it provided a free L~rket for 

(1) House of Cormnons Debates, 1892, Vol. 1, p. 335 
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Canadian products. It was opposed because of the fear of 

loss of revenue, and because of England's most-fe,voured-:nation 

treaties, which would necessitate the extension of preference 

to other countries. 

After the delivery of the Budget speech certain minor 

changes in the tariff were made, including the imposition of a 

duty of 5 cents per dozen eggs imported. The Governor-in­

Council was empowered to su~pend the provisions of the Customs 

Act which provided for the remisSion, or otherwise, of duties 

on sugar, mola.sses, and tobacco, in the case of countries which 

did not accord the most-favoured-nation treatm.ent to Ce.nada. (1) 

The bounty on beet-root sU§,C3.r was renewed for two years. 

TI!'E BUDGET OF 1893 - GEORGE b. FOSTER. 

In Irovember 1892, the Democratic PE~rty was victorious 

in the United 0tates, and Grover Cleveland, the advocate of 

tariff ~form, again became President. The return to power of 

the low tariff party was to have its effect on Carodian budgets. 

Late in 1892, also, Sir John S.D.Thom~son succeeded Sir John 

Abbott as Prime !:linister of Ganads.. George :B'oster retained 

the portfolio of J:.'inance and presented his fifth Budget on 

February 14,1893. (2) 

The total ordinary receipts in 1891-92 were ~36,921,871, 

a decrease, as cotlpared with 1890-91, of ~i-l ,657 ,439. Owing to 

the abolition of the sugar duties the decrease in Customs 

(1) House of Commons Debates, 1892, Vol. 2, p. 4671. 

(2) Ibid, 1893, pp. 659-693. 
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receipts from sugar alone amounted to ~03 064 462. The Excise IT, , 

yielded over ~l,OOO,OOO more than in the previous year. The 

receipts from earnings, amounting to .Je,475,714, were the 

largest since Confederation, and showed an increase of 87 per 

cent over 1878. 

The jj'inance J.Iinister said tha t the re duction in the 

sugar duties had proved that the cheaper the article, the 

greater its consumption. The increased consumption of sugar 

in 1891-92 would have yielded \ir5,400,OOO in taxation. J!here 

would also have been a large yield if the taxes on tea and 

coffee had l~en retained. Hence, the Government had materially 

reduced the burden of taxa~ion. Foster 8.1 so geve compa.rative 

figures on the per capita consQ~ption of Excise articles -

spirits, beer, wine, and tobacco. He was delighted to note 

an 2.pparent di::1inishing consumption in these, from the use of 

which he personally abstained. 

The ordinary expenditure in 1891-92 was ~36t765,894, 

and the surplus of the year was ~;f155,977. The capital expendi-

ture of ~2t164t456 showed a saving of ~950tOOO over the preceding 

year. The chie f item was ~Jl ,463,279 for cfiools. Ra.il way~ 

subsidies amounted to ~l,248t215.93. (1) Thus, since 1887-88 

the course of cap i tal expenditure had been consta.ntly downward. 

3ut, although, in the past two years there had been only a 

small add i tion to the debt, the net increase in the debt for 

1892 was ';r3 ,322,403-the highest since 1888. The lfiinister 

explained that the reduction in taxation had reduced the surplus 

(1) Public Accounts, Canada, pp. lxix-lxx. 
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which hitherto had been availe.ble for capital expenditure. 

Therefore t the larger p~1rt of such expenditure now had to be 

met out of borro\tings. 

Fo ate r sa id thct the .;r3, 322 ,000 de bt incree. se wes 

more F.pparent than real. It included an item of ~970tOOO 

resulting from the cancella.tion of the Horth Shore Railway 

Bonds, Which for some years had stood es an asset of the 

country, although they h&d produced no revenue. To meet the 

capital expendi ture and to te,ke up the temporary loans t there 

was floated in London a 3 per cent lo[~n of ~2 ,250,000 at the 

fixed price of£'91. It yielded more the.n of- 92 and \vas sub-

scribed three times over. The increased confidence in 

C2nHdian securities was shown by the fact thsft the number of 

individual subscribers was greater than in the case of any 

other loan ever floated by Canada. Because of the low interest 

rE·te the loan was sold at a discount, and 8S the discount on 

los.ne was always charged to capital account, the trs>nsaction 

of 1892 a.dded ~;l,122t541 to the apparent increase in the net 

debt. If not for the remission of taxation, concluded the 

l:inister t the debt would actuElly have been dimished by 

~2tOOO,OOO. 

In reviewi~g the general economic conditions of the 

country, the Finance 11inister said that the fore ign trade had 

reached a total of over ~241,300,OOO in 1892, of which ~106t254,OOO 

was with Great Britain and ~92,125,OOO with the United States. 

The internal trade was also improving. Bank deposits and 

railway mileage and tra.ffic showed incre.ases. 
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Foster discussed the prev8i1ing ~lgitation for tariff 

revision and against protection. !rhe ],'lcZinley TB.riff, the 

election of Cleveland, and the low prices of farm products, 

were the principal causes of this agitation. But the l!inister 

believed that protection was the only polioy which could assure 

true prosperity. Free trade was rendered impossible because 

of the requirements of revenue, and because ot the industrial 

and the 6~neral development of the country. The industries 

of Canada could not exist unaided, and the country could not 

prosper on agriculture alone. As for Unrestricted ~eciprocity, 

it was na. policy, which, involving HS it does discrimina.tion 

a.gainst GreEt Britain, revolts the loyal feeling of the people."(l) 

The Government stood committed to a reciprocity which did not 

endanger the industrial development of Canada. Preferential 

trade, while desirs,bIe, was not yet possible, but it might 

some day become a reality. 

The Government did not propose to abolish the policy 

of "fair and reasonEl,ble protection" esta.blished in 1879. It 

WeSt however, investigating into the operations of the tariff, 

a.nd ~any proteeted industry which stood no chance of ever 

beCOI:ling fairly rooted in the country would lose that protection. 

This would be extended only to industries which ~~ve assurance 

of per~&nency and of continued prosperity. It was intended 

to lighten the sct?"le of taxa tion as much as p06si ble, and to 

extend the free list as far as was consistent with the revenue 

(I) House of Commons Debates, 1893, p.686. 
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requirements and with effective protection. A tariff 

revised along these lines would be introduced in the session 

of 1894. 

The tariff chang~s of 1893 included the renewal of 

mining machinery, not manufactured in Call8,da, on the free list 

for three years. The limitations on the transport of oil 

were reduced, and with them, the indirect protection of 2 cents 

per gallon. The abolition of the duty on binder-twine had been 

widely demanded for several years. £a.rlier in the session 

Cartwright had said that "in the whole list of iniquities 

contained in the tariff of abominations which we now live under,ft 

(1) none was so contrary to the dictates of reaeon a.nd of 

political economy as was the duty on binder-twine. In the 

Budget speech the },Iinister announced the reduction of the duty, 

for the benefi t of agricul ture, from 25 to 12~ per cent. 

In his re ply to the Finance 11ims ter, Sir Richard 

Cartwright 88id that the remarkable absence of the customary 

"bragga.docio with respect to the National Policyrt (2) was an 

indication of the discontent of the country. The terifi had 

proved a failure. It he,d fostered extrnvagonce a.nd high end 

ineauitable taxation. 
4 

Foster's announcement of expected 

tariff changes in the coming session would unsettle business 

for a year. Reoiprocity with the United States W8,S essential. 

Sir Riohard moved an amendment, which was defeated, urging 

freer trade, and the limitation of the tax burden lt to the 

sum required to meet the necessities of the Government 

(1) House of Commons Debates, 1893, p. 175 

(2) Ibid, p. 695. 
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efficiently and economically e.dministered. IT (1) 

Wilfrid Laurier characterized the Bud@9t speech as 

"a ct),refully prepared apology for the Eational Policy. Tf (2) 

It did not treat of the financial condition of the country, 

a.nd omitted the estimates for the coming fiscal year. It 

lacked the essentials of what was .generally considered to be 

a Budget speech. 

In laarch 1893, Dalton I;IcCarthy moved a. resolution (3) 

to the effect t1::.at sufficient time had elapsed since the 

introduction of the protective system for the establishment 

end development of such manufacturing industries as could be 

successfully carried on in Canada; that many manufacturers 

ha.d formed combinations and were hiding behind the tariff; 

that the tariff we.s in many cases unjust to the consumers; that 

it ought to be amended, and 9ubstantis.l redUctions given to the 

United ::1ngdom and to those nations with vmich she had trea.ty 

obligations; and tha.t like reductions be made with other 

countl'ies, and particularly with the United 5te,tes, if they 

were willing to reciprocate. '1he resolution was defeated. 

THE BUDGET OF 1894 -, GEORGE E.FOS2ER 

The year 1893 had been one of Vlorld-viide financial 

and industrial disturbance. Gold withdra.wals by Europe and 

the consequent credit resttiction created a fincncial p~nic 

in the United ~tateB. Australia experienced a banking crisis 

(1) House of Commons Deba.tes, 1893, p. 720. 
(2) Ibid, p. 1431. 
( 3) I bid, P • 2290 e t se q • 
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in which more tha.n one-half of the banks failed. In CEnt~da. 

a panic was averted, but the depression seriously a.ffected 

industry and the national fin!Jnces. 

(I ) 
1894. 

Foster's sixth Budget was presented on Iilarch 27, 

The ]\iinister said that while the decline in trade had 

diminished the revenues of ,~ll countries, Cena.de had shown e 

remarkable recuperative power. The revenue of 1892-93 

amounted to ~38,168,608. The increase in Customs receipts 

was ~452,944, in Excise )-r371 ,526 , and in Earnings ;j168,60S. 

The ra.te of tgxation on the to,tal volume of goods entered 

for consumption was 17.38 per cent, as against 21.21 per cent 

in 1889-90. ~he Consolidated Fund expenditure was ~36,814,052 

leaving a surplus of ~1,354,556. 

The cppital expenditure totalled ,~3,088,317t in­

cluding ~2,068,573 for canals, ~4l3,836 for the Canadian 

Pao ific ... =tp i1 way, and ~299, 080 for the Interoolonia.l s,nd 

oonnected Hailways. Railway subsidies amounted to ~811,394. 

::2he ne t increase in the de bt we s ~p549, 605. (2) The c~lpi tal 

expenditure was ~:let by te:--lll)Ora.ry loans of ~pl,460,OOO and a 

stock issue of ~1,186,403. 

lfor the current year, 1893-94, Foster anticipated 

e revenue of only ~36,50u,OOO. the expected tariff changes 

and the dying influences of the world-wide depression had 

caused a decline in receipts. As deficits were undesir[oble, 

the exnenditure vlould be kept within the income. Capital ... 

(1) House of Commons Debates, 1894, Vol. 1, pp. 182-279 
( 2) Public .;·~ccounts, 1894, pp. lxix-lx.x. 
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expenditure had practically reached its limit. 

The ]iinance !{inister said tha t the trade, bank deposits, 

and railway traffic of the country were increasing, whereas other 

countries experienced a diminution in both exports and imports. 

The changes in the tariff were the outstanding feature 

of the Budget statement of 1894. Foster reviewed the tariff 

history since 1879, a-nd defended the l\"ational Policy as a. 

moderate mea.sure of protection which had enc.our!?ged Ce.na.dian 

industries, bed 8voided financial strains, and had increased 

the wealth e~nd comfort of the people. The free list had been 

constantly enlarged, and now included sugar, coffee, tea, 

anthracite coal, and other n~cessaries, In vie\f,J of new 

conditions in industry, and of chang~d values, the tariff was 

now revised to suit the time's, but without departing from the 

i.~a tional Policy. The aim was to benefit agriculture, and by 

reducing or a.b.olishing the duties on raw materials, to chea.pen 

the cost of ~:n8.nufacturing. 

In the first place, the tariff was simplified, and 

the 665 items of dutiable goods were very considerably 

condensed. then, material reductions were n'Ede in the rates 

of duty. ~gricul tural products-, such as corn, b2.rley , buckwheat, 

rye t peEs, veGetables, and beans, were to be free when imported 

directly from the country of production, if the latter country 
I 

admitted such products free from Canada. ~his was an offer of 

reciprocity to any country. The duties ·on e,nimals were reduced 

from 25 to 20 :per cent. :.rea end coffee were to pa.y a duty 

of 10 ne·r cent when not imported d.irectly from. the country of ... 

production. 
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The duty of tj4 B.nd the bounty of ~2 per ton on pig 

iron were to rernsin. The duty on scrap iron was increased from 

~2 to ~3 per ton, and efter July 1, 1895, to 1(4. irJ. order to 

further develop the iron industry. To reduce the cost of 

merchantable iron, the duty on bar iron was reduced from ~13 

to ~lO per ton, and that on puddled bar from ~9 to '1+,5 per ton. 

Iron end steel were to be trec"ted on an equality as respects 

these imports. To stimulate their production there was to be 

paid a bounty of y2 per ton on puddled bar and on its steel 

ecuivalent, for five years. xhe duties on iron or steel sheets, 

hoops, be.nds, and strips were reduced from re-tea renging from 

12~ to 30 per cent, to a duty of 5 per cent. Plough pla.tea and 

other plates for use in agricultural implements were reduced 

Irom 12 to 5 per cent. On agriculture.l implements proper, 

mowing ra~\chine s, binders, end harve sters, the re,te was re duced 

from 35 to 20 per cent. Cream separetors were made free. The 

'~{ilson 'ruriff Bill, before the United f)ta.tes Senate ~n 1894, 

IDede e.gricul tura.l implements free, if imported from e. country 

which in turn imposed no duty on them. .Poster t however, did not 

see fit to extend reciprocity in agricultura.l implements. 

To the free list were added lumber, coke, brass scrap 

end b.rasB in sheets, dye -stuffs, and sugar not over number 16 

Dutch standard. Thus all raw sugars were lnade free. Reductions 

were elso made in the duties on furniture, fa.rmers' wagons, brass 

and copper wires, steam engines, boilers, machiner,y, cotton 

me,nufactures and cotton clothing, oils, paints and colours, and 

refined 8ug8.rs. £he duties on woollen yarns were increased. 
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The diminution in revenue as aconeequence of the ta.riff 

changes was estimated at ~1,500,OOO. 

In the de bB. te on the Budge t, Sir Richard Cartwright 

attacked the extrava~~nce of the Government, and declared that 

a deficit would be incurred within eighteen months. The new 

tari::'f changes left the Hb.tional Policy 8~most unrecognizable, 

but tfdid not succeed in exorcising the demon of protection." (1) 

Certwright decle,red that protection had resulted in the doubling 

of the debt,in the trebling of real taxation, in the deprecie.tion 

in value of farm products and properties, in emigration, and in 

the corruption of Cs.nadian public life. The new tB-riff was but 

It a tariff of make-shifts tl
, (2) an imitation of the proposed 

~i1son ~ariff in the United States. As far 8S it went, it 

merely embodied the recommendetions of the Op~osition. He 

urged reciprocity with the United States, ~nd moved an amendment 

to the effect that tfthe tariff should be reduced, to the needs 

of honest, economical and efficient government, should have 

eliminated from it the principle of protection, •••••• should 

be so adjusted as to make free, or bear as lightly as possible 

upon the necessa~ies of life and to promote freer tra.de with 

the whole ·w'orld, p8,rticularly with Great Britain and the United 

'fhe amendment was defea.ted. 

In the course of the debate David Mills advocated 

the adoption of the financial policy of the United States, 

whereby all oblisations incurred for necessary public improvements 

(1) House of Commons Debates, 1894, Vol. 1, p. 291, et se(:_ 
(2) Ibid, p. 304, 
(3) Ibid, pp.336-337. 
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would be met out of the ordinary revenue. Othe rwise, the 

obligations for interest on debts would never be kept within 

reasone,ble limits. Re did not think it wise or honest to 

incur large obligations tfwhich are to be met by persons who will 

enter this world after we have left it." (1) 

~Vilfrid Laurier atta.cked the surpluses as the result 

of unjust taxation. In England the e.im and the purpose of 

the Chancellor of the Exchequer are to so calculate the receipts 

and the expenditures as to make them balance evenly, nand the 

reputation of the Chancellor of the Exchequer would be lost 

forever if, yeer after yee~r, his calculations were found to 

be v.Tong, tT (2) as was now annually occurring in Canada. In 

1889, Sir \'fi11iam H.s,rcourt delivered e. similar a.ttack on the 

huge- surplus annOUIlced to the British House of Commons by 

Goschen, the Chancellor of the Exchequer. Surpluses were the 

re suI t of incorrect estim8-tes, said Harcourt. tfyou can rnanu-

fecture a surplus to any extent by too t process, n he observed, 

"but if your estimates are reasonably correct you ought never 

to exceed, say half a million surplus." (3) 

THE BUDGET OF 1895 - GEORGE E. FOSTER 

The Democrats had been elected in 1892 on e· policy of 

tariff reform. In 1894, the United States Congress passed 

the Wils on-GorTIlcn 1ariff Bill. '~Thile it made ce rtain che.nge s 

(1) House of Commons Debates, 1894, Vol.1, p .• , 7'68 et ~eq. 
(2) Ibid, p. 1225 et se~. 
(3) 11e~11et, op. ci t., pp. 24-25 
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in the McKinley Tariff, it remained strongly protectionist. 

It re-imposed. duties on raw sugar, and pIe.ced wool on the 

free list. Grover Cleveland, a staunch advocate of tariff 

reform, refused to sign the bill, and allowed it to become 

law by passive neglect. (1) 

Late in 1894 occurred the death of Sir John Thompson, 

and Senator :H8ckenzie BO\\e11 became Prime I~inister of Canada. 

George Foster remained I.{inister of Finance, and delivered the 

Budget speech of 1895, on :.~,y 3. ( 2) 

'I'he finances of the fiscal year 1893-94 showed the 

effects of the economic depre ssion. The ordinary revenue wae 

~36,374t693t e. decrease of over ~~'1,700tOOO as compfred with 

the preceding year. The decrease in imports amounted to 

~8,6ll,047, as a result of the shrinkage in values of imported 

goods, and, therefore the Customs yielded ~l,755tOOO less. 

The ordinary expenditure was ~37,585,025, an excess of ~770,972 

over the past fiscal year. H~ence, the }Iinister of lfins.nce had 

to a.nnounce Tfthat unwelcome visitor; (3) cl deficit of t~l,210,332. 

He comforted himself by the fact that the expenditure included 

v2 ,13l,360 as sinking fund against the debt, and also that 

the abolition of the sugar duties alone prevented a 1erge surplus. 

The capital expenditure of 1893-94 amounted to 

~3,862t969, of which ~3,027,164 was for canals. (4) Railway 

subsidies totalled ~lt229,885. ~he net increase in the debt 

was ~r4, 501 t 989. Foster sa.id the t in business ms.tters not &.11 

(1) Dewey, Ope cit., pp.434-462. 
(2) House of Commons Debates, 1895, Vol. 1, pp.517-551. 
(~) Ibid, p.523. . 
(4) Iublic Accounts, 1894, p. lX1x. 
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of this would be re gs.rded as a.n addi tion to the de bt, 

because it included a charge of ~?330,OOO (1) as the expense 

of 8,nd "the discount on the loan of 1894, which really were an 

adve·nce };:':E ~Tf:lent of intere st. 

increGses of other years. 

This 2.pplied also ··to the 

For the current year,1894-95, the IIinister estimated 

a revenue of only ~33,800,OOO, an ordinary expenditure of 

~38,300,OOO, a.nd, therefore, a defic.it of ~4,500,OOO. The 

increase in the expenditure was uncontrollable. The estimated. 

cs.pital e:-:penditure was ~5,OOO,OOO, and the increase in the 

debt, ~7,300,OOO. Declining revenues were the consequence 

of diminished imports and of reduced taxation. 

The estimates presented for 1895-96 provided for 

an expenditure of y36,700,OOO, which was held to be the lowest 

figure consistent YJi th the efficiency of the public service. 

The fixed charges includiDt; those for collection of revenue, 

amounted to \.'26,510,000, leaving only about $11,000,000 as 

leeway for the pruning-knife. 

The Finance Tlinister sta ted the. t the ne t de bt of 

C2 P.E.. dE. on June 30, 1894 was ~~:,246 ,183,029, of which 'i?136, 752,881 

had been incurred for Dominion purposes; the remainder was 

debt c.ssumed for the provinces. ~'he total c.~.pital expenditure 

of i~166, 369,288, B ince 1867, exceeded the incre~.se in the debt 

by w28 ,616,407. For the debt incurred there wa·s to be shown 

the Intercolonia.l Railway t the Ca.:nndic~n Fac ifio ~~ail\v8,y, the 

Prince J::;dward Island ~~ailwa.y, the canals, the North--iie at 

Territories purcha.sed and opened up, the Dominion lands opened 

(1) Public Accounts, 1894, p. lxx. 
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up, and various services and works. The interest on the 

debt in 1894 was 2.91 per cent, as compared with 4.51 per cent 

in 1868. The cheapening of money had lessened the burden. 

In future, Foster hoped to succeed in making the revenue 

cover the current expenses, and of restricting the capital 

expenditure, over and above the ordinary surplus, to the 

amount of the yearly sinking fund. This would permit an 

annual capital expenditure of tjf2,500,OOO without any incre8.se 

in the debt. 

In 1894 Cenada floated a. 3 per cent loan of 

,# 2,250,000 in London. Notwithstanding the financial and 

trade depression, the tenders received had a wider scope 

among real, bOn£4 fide investors than any previous Canadian 

loa.n. Although #2,250,000 were asiced for, nearly 

~ 12,000,000 were offered. The actual interest was 3 1/6 

per cent, as compared with the sale of United States bonds 

at 3 3/4 per cent. ~he loan of 1894, said Foster, was 

nthe best loan that wa.s ever placed on the British market 

by ganada." (1) 

The 1.1inister said the. t bene re. 1 economic conditions 

in the country were improving. Exports had increased by 

~28,500,OOO since 1889. £he country had passed through the 

depression in a satisfactory manner, as cornpared with other 

na.tions, end had, at the seme time, enjoyed reduced taxation. 

The rete of Cus.toms duty wes 4~ per cent less than in 1888-89. 

However, tiL'leS had changed. J.
1he country hs.d had two deficits 

(1) House of Commons Debates, 1895, Volel, p.529 
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and n third was threatening. It was desirable to establish 

a.n eQ..uilibriwn between income and ex:pendi ture for the benefit 

of the finances and the credit of the country. Buoyant 

revenues had made possible decreases in taxation. The 

remission of the sU6~r duties in 1891 had restored some 

~r'15 ,000,000 to the people. Foster .now proposed, followine 

the example of the Vlilson Tariff of the United States, to 

restore one-third of the duty placed on sugar before 1891 -

~ cent per pound on raw sugar, and also on refined sugar. 

This would yield about ~1,200,OOO. The Excise duty on distilled 

spirits W8,S increased 20 cents per gallon, and the Customs duty 

by 12t cents. The duty on paints and varnishes was reised 

from one dolla.r to 4Pl.12~ The bounty on beet-root sugar 

was continued for two years. The expected increase in revenue 

would be sufficient to avoid a deficit. No bill for railway 

subsidies was to be presented this year. 

In his reply to the Budget speech, Sir Richard 

Certwright ss,id he was Hstruck by an extraordina.ry and unpre­

cedented omission in the speechn 
- for the first time in sixteen 

years ne speech has been made on the Budget, and it he,s contained 

no laudation of the National Policy whatever. The poor, old 

fetish has been laid on the shelf, and none so low 8S to pay it 

reverence now." (1) The Opposition critic, nevertheless, 

proceeded with his annual condemnation of protection, a.nd 

particularly, of the new sugar duties. He attacked surpluses 

as the result of noutrageous taxation ff imposed on the people, 

(1) House of Commons Debates, 1895, Vol. 1, p.552 et seq. 
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and asserted that Canada.'s financial condition was grave. 

While defending the fiscal and financial policy of the 

Iviackenzie regime, he attacked Foster for constantly referring 

to the past rather tha.n to the present. Ct!.neda was borrowing 

too heavily, he stated. He ridiculed the free list of imports, 

"Should a farmer desire to edorn the walls of his mansion with 

pictures of the old masters, at a ve.lue of, perhaps, ~20,OOO 

each, he can import theln free; but if he we.nts wall paper he 

has to pay from 40 to 100 per cent duty,n (1) said Cartwright. 

In England, on the other hand, there were no compulsory tcxes 

on the people apa.rt from the tax on tea., and sonle insignificant 

taxa s on frui ts • To this, John Ha6gart, the 1,.:inister of R,5·il-

v~ys and CanalS, replied that no government would da.re introduce 

the English tax system in Canada, because it ivolved havey direct 

te,xe s. 

Cartwright concluded his speech, in advocating recipro-

city, and moving an amendment, regretting the increased expendi-

tures, a.nd urging a. tariff for revenue. The letter was defea.ted. 

The same fe, te awe. i te d a simil~~.r amendment, (2) by David IIlills, 

later in the session. T.=ills showed that the growth in national 

expenditure had outstripped the growth in ne .. tions.l wealth a·nd 

in population. The principle of charging expenditures to 

capital had h[td the effect of concealing from the public the 

actua.l expenditures of the country. A careful considera.tion of 

both capit~:l and ordina.ry accounts was essentie"l for 12 .. full 

understand ing of the finances of Canada. 

(1) House of Commons Debates, 1895, Vol. 1, p.645. 
(2) Ibid. Vol. 2 ,\p. 3271 et seq. 
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THE BUDGET 0]1 1896 - GEORGE E. FO::'f]1E~. 

On January 31, 1896, George Foster delivered his 

eighth, and last, Budg~t speech. (1) He revie:~nd praised 

the accomplishments of the Conservative Government for seven-

teen yecrs, which showed that a general election was 2.pporaching. 

The ordinary revenue in 1894-95 was ~33,978,129, the 

smallest since 1885-86. The Customs yield of ~r17 ,640,466 was 

~l,557,OOO less than in the preceding year, and was the lowest 

since 1879-80. Because of the decreased imports there was a 

decreased revenue from almost all Brticles. Foster, however, 

wae proud that for the second time since Confederation the 

exports exceeded the imports, the balance being ~2,857,121. He 

also stated that the per ca1'1 tB. re.re of Customs Collections was 

43 cents less than in 1874-75. 

The expenditure of the past fiscal year stood at 

~38,132t005, and WPS the lergest in the history of Cans·da. 

The deficit wes ~4,153,875 •. -L
1he cep it 8.1 expend i ture amoun te d 

to ~3t031,322t of which almost .-~2,500,OOO were for cE-nals. 

ne.il way subsidies paid were ~-r;l, 310,549. ~~he net debt increased 

by ~6t89l,897, almost two-thirds of which was the result of the 

large deficit on Consolidated Fund. 

Foster believed that the period of commercial de-

pression we:.s over, and tha.t trade was improving. He, therefore, 

expected that the revenue e.nd expenditure would bale.nce in 1895-96. 

The estimate for both was about '~r37 ,000,000 end for capital expendi-

ture, ~r4, 100,000. For 1896-97 he estin~ted an expenditure of 

(1) House of Commons Debates, 1896, Vol. 1, pp. 961-1001 
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a large increase over the preceding yea-re 

This was particularly noticee.ble in the i terns in which the 

estimates for 1895-96 proposed reductions - the militia and 

public works. No esti~~lates of revenue were presented. 

In reviewing the g~ner&l economic conditions of 

Canada, the :B~ine.nce I:Iinister sa.id that the country had come 

through the :period of world-wide cOIDlnercial depression wi-th 

increased exports, decreased taxation, and incree.sed indus·tri~3.1 

activity. The net deficit was only ~l,600,OOO. Asriculture 

was prosperous beca.use of the hOfne market which the National 

Policy assured it. ~oster presented a long list of previous 

tax reductions. He estimated that ~45,OOO,OOO was saved to 

the people through the abolition of the duties on tea, coffee 

tin, anthracite coal, bill stamps, newspapers, raw sUbc:~~r, and 

through the reductions all elong the line. He saw no rea.son 

for changing the fiscal policy of Canada; the Nationa.l Policy 

of l?rotection was as essentiel as it had been in 1878. The 

world tendency WttS to\ve.rds more and more prohibitive tariffs. 

neciproci ty with the United Ste.tee was impossible wi thout dis-

crimination H§;Ciinst Greet Britain. 'i:he LIinister stressed_ the 

posei bil i tie s of strengthening the Empire by prornoting Impe rie, 1 
r/ 

trade. He spoke of the possibility of an arrangement which 

will make the Empire and its dependencies sufficient within 

themse 1 ve s to feed the Empire. If (1) Re perhaps foresaw the 

campaign of Joseph Chamberlain, in which he himself was to be, 

8 prominent participant. 

(1) House of Commons Debates, 1896, Vol. 1, p. 1001 
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The Budget Debate which ensued agein centred on the 

tariff. It was le 11gthy t and was the first. skirmish in the 

great impending election battle. Sir Richard Cgrtwright (1) 

referred to Fbster's speech as an "almost pathetic appeal for 

another lease of place, if not of power. Jt (2) He said that 

Canade f S economic position was pre carious, Md e.se.in vigorously 

condemned the protective tb.riff. Cenada was geogre.phicE-lly 

unfit for it. There were cert8in IW.tural industries which 

would thrive in the country, but not llthese pampered exotics tT (3) 

The Conservative Gov,~rnment had adopted flthe,t villeinous fiscal 

policy" (4) which the United Stetes had teen cOID.pelled to adopt 

under the stress of civil war. The National Folicy had ful-

filled none of its promises, but had wrought havoc to Canadian 

economic life. Sir Richard eX]?ressed little faith in the 

prob8,bili ty of preferential tre.de because it would involve the 

imposition of tariffs in Great Britein. As a consequence, in 

this, his lest reply to the Bud09t speech 8S the official 

financial critic of the Opposition, he once again advoct~ted 

~eciprocity with the United States. 

Sir Charles Hibbert Tupper maintained tha.t tfunder 

no other tariff than that which includes and involves protection, 

could there be anything like the prosperi ty ths.t exists in this 

country to-day. n (5) The Liberals. hO'tJever, denied the exis-

tence of prosperity. Louis Davies pOinted out that protection 

had reieed prices and encouraged combines. (6) j~he result of 

(l)House of Commons Debates, 1896 Vel. 1, p. 1001 et seq. 
(2) Ibid. p. 1001 
(3) Ibid. p. 1007 
{4} Ibid. p. 1306 
(5) Ibid. p. 1311 
(6) Ibid. p. 2683 et seq. 
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the iron duties alone had been "to double the price of nearly 

every piece of hHrdware, fr'om 8. tenpenny nail up," (1) without 

any marked increase in the manufacturing of iron in Catt.de.. 

'rhus, on the last Budge t spee ch of the Conserve.t i ve ~egime, 

as on the first and on all others, Liberals and Conservatives 

locked horns on the ts.riff issue. 

DOI.1IHION ]'INANCE. 1891-1896 

The Parliament elected in 1891 was marLed by the 

unee.rthing of political sce.ndal s, by the raising of rs·c inl 

issues, and by the disintegration of the Conservative Pa.rty. 

Lacdonald Led held the Party toge ther; after him came the 

deluge. Four Prime l:inisters succeeded each other in five 

yeers. :r'inally, the Party was split on the I,lanitoba School 

(J.uestion. The bitter discussion on this issue extended until 

the dissolution of Parliament in 1896. 

voting of supplies in the latter year. 

It even prevented the 

Genera.l elections 

followed and 1i~u.e Tupper Administra.tion was defeated .. After 

ei~lteen years in the wilderness of Opposition, the LibeTals 

were returned to p:Jwer with ~:fi1frid L~.urier GS Prime tlinister. 

Apart from the political chaos, the period from 

1891 to 1896 was m8.rked by an eaonomic depression. Sir :L\ichard 

Cartwright wrote that: "Economically things were at a complete 

standstill. There was hardly any increase worth mentioning in 

our revenue or our commerce in the years from 1887 to 1891, 

and a positive decrease thereafter; and a feeling of apathy, 

almost amounting to despa.ir, Beemed to have t[;,ken possession 

(1) House of CO;jsaons Debates, 1896 -qol.1, p. 2609. 
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of many of our people, especially in Ontario and the Horth­

West. n (1) 

The Consolidated Fund recei~ts decreased from 

~38,579t3l0 in 1890-91, to ~?36,618,590 in 1895-96, the last 

fiscal year of the Conservative Government. 'ihe ordinnry 

expenditure rose from s36,343,567 in 1890-91, to ~1)38,132,005 

in 1894-95. In the following year it declined to '.n536,949,142,(2) 

but it W8S only Bt the expense of the starvation of certE'in 

services. It was a decreB.se made with the purpose of impress-

ing the electorate; it could not be perma.nent. 11:he trad.e 

depression and the shrinkage in values resulted in the L~rked 

reduction in the Customs returns, which was largely responsible 

for the financial deficits. 

The ne t de bt of the Dominion rose from l~237 ,809 ,030 

in 1891, to tif;258,497,432 in 1896. (3) This cornpa.ratively sms.ll 

increase wa.s the result of the grea.t decline in the annual 

capital expenditure. The C8.n(~.d.i~:.n Pacific l1.ailwa.y, the :Prince 

Edward Island Hailway, the Horth-West Territories, e,nd public 

build ings in Ottawa, which hitherto had caused la.rge add i tions 

to the debt, disappeat"!~Imost wholly from the cp,pitel a.ccount 

of the Dorninion. The average a.nnual debt increase from 1890 

to 1895 wa.s ~r2t590,814, incurred ma.inly by the completion of 

the canal system and by railway slilbsidies. Two loe-ns of 

~2t250tOOOt each at 3 per cent, were negotiated in London. 

in this period. The loan of 1894 was the most favourHb1e ever 

issued by Ca.nada. (4) It wa.s also to be the last lean negotieted 

by 8 Conserve. tive Finance L.:inister for almost two deC8.des. 

(1) Cartwright: Reminiscences, p. 290. 
(2) Public Accounts, 1896, pp. xxxii-xx-xiii 
(3) Ibid. 1897, p. xx-x. (4) Perry, OPe cit., pp.29-30 
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CFf...A~TER VII 

Thirty Years in Retrospect, 1867-96 

"Sir. in sober seriousness, let me e,sk this 
House whether they consider a. st8te of things that 
now exists creditable or honours>ble to Canada? Here 
we stand five 'millions strong, with half a continent 
at ou:t disposal, and V~ have scs.rcely a.t this 
moment one single family to the square mile of 
habitable l8nd under our control." 

- Sir Riche·rd Ce-rtwright (1897) 

The first three decades after Confederation were 

yeers of slow growth and development. The Cove rnrne nts of the 

period were chiefly concerned with l~tying the foundations for 

the future. They promoted the construction of transporte.tion 

facilities; they encouraged the establishment of industries; 

they extended the territories of the Dominion; and they opened 

up the North-West. ~heir finencisl policies were designed to 

achieve these ends. But progress was very gre.dual. 

The tariff policy of the government weB the principal 

fea ture of the Budge t spee che s s.nd de ba te 8, since the Customs 

dutie s were the leading source of revenue. In Great Bri ta.in 

deficiencies, or expected deficiencies, in revenue were ad-

justed by increases in the Income Tax; in Ce.nada, by increa.ses 

in the tariff. ~rhe British tEriff was for revenue only;. that 

of Ce.ns.da. after 1879, aimed defini tely at protecting the 

industries of the country. '~'fuile in Gree. t Bri ta in ~8xa t ion 

changes were for purely fiscal reesons, in Canads., after 1879, 

the reasons were primarily industrial. 
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The following table shows the increHse in 

Consolidated Fund receipts between 1867 and 1896: (1) 

Tota.1 Tota.l 
Year Customs Excise Bill 3eceipts Receints 

..L 

, Stamps from from 
Ts.xes other 

I Sources " 
1867-8 $ 8,578,38013,002,588 119,712 11,700,681 1,987,247 

~ 

~ . i 
1877-8 12,782,824~4,858,671 ~OO,~42 17,841,938.4,533,073 

~ 
~ 

28,177, 413 17 ,731,050 1887-8 I 22,105, 926 16 ,071,486 ----

1895-6 19,833,279 7,926,005 t ---- 27.759, 285 18 ,859,305 

!lote.l 
Ord i!lc~ry 
Revenue 

13,687,928 

22,375,011 

35,908,463 

36,618,590 

While the reoeipts from taxation rose, those from 

other sources,chiefly, the Post Office, public wor~s, railways 

and oanals, and interest on investments, increased in a greater 

proportion. In 1868 the percentage of revenue derived from 

taxation was 85.5; in 1896 it was 75.8. In the same period the 

percentage from other sources rose from 14.5 to 24.2. ("2) The 

United States derived about 76 B,nd Great Britain about 83 per 

cent of their revenue from taxation. On the other hand) New 

South 'Nalee received over 70 per cent of its revenue from other 

sources - largely, the state railwe.ys and public lands - and 

only 30 per cent from taxes. (3) 

other Australian colonies. 

This wa.s elso true of the 

The Customs duties were at all times the principal 

source of government rece ipts in Canada, and constituted a 

larger proportion of the total revenue from taxation than did 

the corresponding duties in most other countries. In 1895 

they formed 69 per cent of the total taxation; in the same year 

(I) Public Accounts, 1896, pp.xxxii; li-liii. 
(2) The Statistical Yecr Book of Canada 1897 p. 403 
(3) Ibid, 1895, pp. 785-786. " 
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the United States derived 51 per oent and Great Brit8in only 

26 per oe nt of the ir revenue f:com Customs duties. (1) Indire ct 

taxation remained the chief source of revenue in almost all 

countries; in Enbland it now formed only 52 per cent of the 

total, as a result of the growth of direct taxation. (2) 

The Opposition in Parliament, particularly during 

the long Conservative Admini.stration, protested at all ti:nes 

thet the burden of taxation in Careda was unjust and unnecessar:ily 

high. Frequent comparisons with other countries were made, but 

were not a.lways fair. In comperin6 the burdens of taxation in 

Canada and the United States consideration of state and municipa.l 

taxes was often o~itted. Canada had und.ertaken works which had 

resul ted in an increase in taxation perhaps dispro'portionate to 

the incree.se in popula tion. But this was nece SS8.ry in le.ying 

the foundations for the future. George Foster truly said 

tlthat ts.xation is the only ga.teway to progress and developrnent 

in a country t and that if &,. people sit down and determine that 

from this de .. y forth no taxa tion is to be rs..ised, they si t down 

to a condition stationary and without progress end \JJvThich will 

soon leave them very far behind, in the re·ce of nations, wi th 

the keen cOlnpe ti tion of to -day. n (3) 

Apart from the discussion on the tariff, there were 

m8·YlY protests against the rising expendi ture, in the course of 

every BudGet deuB-te. r~he increase in ordinary expenditure 

be t,,'\ieen 1867 and 1896, was as follows: (4) 

( 1) The Ste .. tistic8.1 Year Book of Canada, 1897, p. 778 
( 2) ~.:e 11 e t tOp. C it., p. 105 • 
(3) House of Co~~ons Debates, 1889, Vol. 1, p. 443. 
(4) 'Public Accounts t 1896, pp~ xxxii- xxxiii. 
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Year Charges 
~ on Debt 

I \? 
1867-81 4,860,757 

1877-81 7,240,969 

1887-8110,166,905 

1895-6110 ,751,005 
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SUbsidiesl Sinking Collectior-
to Funds of j 

Provinces Revenue I 
~ ... ~ 

2,753,9661 355,266 1,885,804 

3,472,8071 945,746 5,301,124 

4,188,513 1,939,077 8,789,764 

Other Ex-l iot'C'l --x­
penditure! penditure 

• } 

~p ~ ~ 
3,630,298f 13,486,092 

{ 
6,542,510123,503,158 

t 
11,634,23~ 36,718,499 

4,235,664 2,055,287 9,291,169 10,616,015 36,949,142 

The increase in expenditure was the consequence of the 

vast extension of the territory of the Dominion, of the necessity 

of providing tre.nsportation and other faci1i ties for the new 

provinces and territories, and of the la.rge undertEkings which 

required the floating o.f loans in the :21161i8h marKet. While in 

many countries there was e large annual expenditure on armies 

a.nd navies in consequence of t or in preparation i~or war, in 

Canada almost the entire expenditure was for public works or 

for necessary government services. PoliticE.1 conSiderations, 

as in other countries~ also resulted in e. large outlay on 

certain services. 

-~vbile the expenditure rose by 183 per cent) between 

1868 Hnd 1895, the incre8se in revenue W8.S only 148 per cent.{l) 

Fixed charbes still constituted over one il21f of the expenditure. 

Accord in~ to the Dudget speeches there were eic:hteen 

surpluses and eleven deficits on Consolidated Fund, in the first 

three decades of Confederation. lhe net excess of ordinary 

revenue over' ordinary expenditure was v17,323,461. (2) But, 

( 1) Sw tistica 1 Yea.r Book of 'w211~1da, 1895, pp. 752-753. 
(2) Public Accounts, 1896, p. xxxiii. 
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on account of the distinction between ordinary e.nd cv.:pital 

expenditure, only two of these surpluses were real. Only in 

the years 1871 and 1882, when the debt was diminished, did 

the country enjoy an actual surplus of revenue over expenditure. 

In the whole period from 1867-68 to 1895-96 the totel dis-

bursements, including expenditure chargeable to Consolidated 

Fund end to c8.pite.1, exceeded the totH1 receiTts by ~2l8,786,244. 

Even c-fter deducting the sinking funds, the net difference was 

~182,768,791. (1) 

In 1896 one-third of the revenue WES consumed by the 

ch~: Yt;e s on the de bt t which had shown the following increa se 

since Confeder&tion: (2) 

Yet'r Total jebt Total Net .i..et E"unded 
Lsse ts :De bt. ~·~te of debt pay-

Interest able in 
London ... 

4. 08~~ ~'66 ,795 t 609 1868 it96,896,666 y.21,139 ,531 'n;7 5 , 757 t 134 

1878 174,957,268 34,E95,199 140,362,069 3.68 121,244,415 

1888 284,513,841 49,982,483 234,531,358 3.12 176,601,775 

1896 326,717,536 67,220,103 2f8,497,432 2.80 2.18 ,225 , [·03 

The expenditure on capitsl account betv~en 1868 end 

1896 was as follows: (3) 

(1) Public £ccounts, 1898, p~. xva-xvb 
(2) Ibid, 1896, pp. xxx-L~xi; xxxiv 
(3) Ibid. pp. 1xviii-1xix. 
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Cana.ls ••....••.••.•..•.•..•....•....•....•• 'f' 46,420,090 

Canadian Facl· f1· C ~~;.~ ';1'tl!1~--
..... 0...1.. '~c~J ••••••••••••••••••• 62,719,414 

Debts e .. llowed to .,.... . 
~rov~nces ••••••••••••••••• 30,743,392 

D .. L d omlnlon an s •••...•.•••.••••••.••.••••••• 3,7[1,088 

Intercolonial end connected Railwa,ys ••••••• 45,[E4,425 

Othe r Pub1 ic -il'-orlcs ••..••.•••.•••••••.•••••• 7,138,581 

Pu b 1 i c }3u i 1 d i ngs, 0 t te WE ••••••••••••••••••• 2,163,544 

Prince Ed \,"'\jE. rd Is lnnd 1\8. il \~ v ••••••••••••••• 
t. 635,830 

Eorth--~~est 'lerritories •••••.•..•.••••••••.• 2,798,113 

l,lil i t ia ...•••......••••••••••••••••••.•.••• 1 000 000 , , 

Total •••••• ~;t 203,924,482 

Increase of Debt 182,768,791 

Expenditure in excess of Increase of Debt •••• 21 , lE,5 ,690 

Thus, contrary to the history of the debts of 

Europec:_n countries, the main CE~use of the yearly eddi tion to 

the Ca.md-ian public debt, until 1914, wes, Epart from the 

increesed allowances to the provinces, the exrenditure on 

public works for the development of the country. It has been 

written that "the history of the ,public works of Canada: is 

l,he history of her public debt,n (1) e.nd that, consequently, 

the la tter cannot be le.irly comps,red wi th the de bts of 

Europeen st8tes, which were contracted mainly for war purposes. 

Until 1897 the wer e=~penses of Cenada. were practically insig-

nmficant, being confined to the coets of suppressing the two 

(1) Perry, Ope cit., p. 31. 
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North West rtebellions. Immense ou tls.ys were there fore !w. de 

possi ble for ra i1 ways, ca.!'lfi1 s, bridge s, and publ ic build ings. 

While these capital expenditures greatly increesed the debt, 

they were essential for the opening up of the country. The 

lack of ccpital necessitated large borrowings, e"nd thereby, 

the mortgaging of the future. ~he bulk of the expenditure, 

however, was soon more than offset by works which, although 

not directly remunera.tive, were indirectly productive in that 

they developed and populated the country Bnd opened up the 

highwe"~fS to trHde. 

In the history of Cali&dian public finance 

"illustrations may be found of the effects in 8. highly 

democrf:-tic goverr.1i11ent of 8· Iuore or less deliberate employment 

of the machinery of the stcte in prornoting enterprises involving 

a large expenditure of C[J.:ri ta.l for e remote or even problematicE.l 

return. U (1) '.i:he wor~in6 of this policy wes :-~~ost strikingly 

shown in the methods adopted to solve the difficult problem of 

COrrLr:lunicetions in this country of grea.t length, relatively to 

its width, and of scattered settlements. The forces of the 

ate. te were united with those of private corporations to co:n:plete 

the necessary r8.ilway facilities. (2) Two rsilway undertakings 

were chiefly responsible for the increase of debt in the two 

decedes following Eonfederation. The construction of the 

Intercolonial Hailway, stipulated in the British horth America 

Act in order tiJ induce the ~-,=8,ritime'.:Provinces to enter the Union, 

(1) Per·ry, (Introduction by Jame s It:s.vor) p. 6. 
( 2) Ibid ~ 
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marked the first decade; the liability incurred in the 

construc tion of the Cans.dian Pao ific Railway rwrke d the 

second. In the third, canals and rsilw2Y subsidies were 

mainly responsible for the debt increaee; but in this dec2.de 

the ra te of increase was slow, in contre-st to the very rapid 

rate of the se cond, End the fairly ra,pid re te of the first 

dec8.de.(1) 

While the debt of Cs-mde. increEsed, the federal debt 

of the United States, which :b.LE~d been incurred by the Civil 

was reduced from $1,996,000,000 in 1879 to ~(891 ,000,000 in 

1890. The interest was correspondingly reduced from 

~105,OOO,OOO to ~36,OOO,OOO. (2) In 1897 the :per 00 pits debt 

of Canada was .~50.43; of the Uni ted ::ingdom ,;78.30; and of the 

United Stctes, ~24.97. (3) But the latter did not include 

the large state debts. lhe increase in the Dominion debt, 

between 1867 and 1996, was more rapid than the incree.se in 

revenue, yet relatively to the latter, the per C8:pitE. debt was 

still lower than that of many other cOUYltries. 

~he cheapening of money the world over made possible 

the ce.rrying of a much 1arb--er debt without increaf?ing the 

interest burden. The effects of cheaper money and of the 

rise in the credit of the Dominion, are shown by the following 

memorandum on Csnrdi[:,n loans, floated in London: (~) 

(1) Perry, Ope cit., pp. 31-32 
(2) Dewey, Ope cit., p. 431. 
(3) ~tatistica.l Year Book of Lanada, 1897, pp. 416-417. 
(Lt \ R""aA n-f' (}nmm()l1~ 1Jp.rJ~tte8 _ 189'7 _ Vol. 1_ 'D. 3120. 



- 205 -

Year Amount of Loan Rete of Prioe Re£! lised Actual ?~te of 
Interest 12er £100 Interest Feid 

L s d 

1869 x 
1,500,000 4) 4 l/S 105 12 11 

500,000 5) 

1873 x 1,500,000 4) 
x 300 000 , 4) 104 7 8 3 9/10 

1874 4,OOO,OuO 4 90 3 3 4 7/S 

1875 x 1,500,000 4) 
1,000,000 4) 99 1 8 4 1/6 

1876 2,500,000 4 91 4 3/4 

1878 x 1,500,000 4) 
1,500,000 4) 96 11 9 4 1/3 

1879 3,000,000 4 95 1 10 4~ 

1884 5,000,000 3~ 91 2 2 4:t 
4 

1885 4,000,000 4 101 1 8 4 1/12 

1885 6,443,136 ( 1 ) 4 4 1/10 

1888 4,000,000 3 95 1 0 3i 
1892 2,250,000 3 92 0 10 3 2/5 

1894 2,8EO,OOO 3 97 9 2 3 1/6 

The credit of Cenada, in 1896, stood high in the 

London money marLet. At home, however, a.fter one unsuccessful 

attempt had been made, no loan wes floated. The funde d de bt 

pay~ ble in Cs.nads., in 1896, amounted to ~9 t 708,835. (2) It 

consisted la.rse1y of issues of Dominion stock. 

After three decades Canada had incurred e. heavy in-

debtedness. A halt in oapit2.1 expenditure was deERnded and wa.s 

(1) Car~da Beduced. 

(2) Public Accounts, 1896, p. xxxiv. 
x. Guara.nteed by Imperial Government. 
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generally anticipeted. In 1897 Professor James :.:avor 

wrote that "the period of great railway and other enter­

prises is probably for the present over. The expenses which 

ensued upon Confedera.tion h~ve been largely alreedy incurred. 

The transcontinental railway hee been built, the Dominion 

and Provinc ial publ ic buildings have 'be en ere cte d, and 

although the demands upon the government for expendi ture do 

not cease, yet it is unlikely that the ensuinb thirty years 

will witness an expenditure on capital account of sums equal 

to those which have', been expended since 1867. n (1) The 

eourse of events wa.s destined to shatter this illuSion. 

(1) Perry, OPe cit., (Introduction) p. 7. 
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APPENDICES 
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Consolidated Fund, 1867-96. (Public Lccounts, 1896, 

pp. xxxii- xxxiii) 
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Consolidated Fund, 1867-96. (Public Accounts, 1896, 

pp. liv- Iviii.) 

D. Capital Expenditure, 1867-96. (Fublic Accounts, 1896, 

pp. lxviii-1xix) 

E. Debt of Canada. 1867-96. (Public Accounts, 1896, 

PP • xxx-xxxi) 

F. SUITffi~ry of the Liabilities of the Dominion of Canada, 

1867-96. (Public Accounts, 1896, pp. xxxiv - xxxv) 

G. SllIllIDS.ry of Assets of the Dominion of Canada, 1867 -96. 
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