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Eoonomioa 

Hellmutb Ludwig Xirchsehlager 

The Now Trade .~reement between the United Jto.tes 
and Cana4a---------------Jigne4.november 17.1938. 

The Reo1proaal-Tro.de-A.greeoents ?rogram ot the '"':n1 ted 

Jtates,ia conceivably the oard1nal experiment in an endeavor 

to revive international trade by a policy ot removing and re­

ducin6 excesaive oommeroe barriers. The ooo~era.tion between the 

United .Jtates and Canada in this pursu1t,a·tf'ords o..n excellent 

opportunit7 to anu)yae the results ot this strutacem. 

~1v1dc4 into 7 ohapters,this study devotes the first 2 

aeot1ona to a brief history ot Cana.dian-.;'"merican trade '!)Olioy; 

and an appraisal ot the toremost met'~oaa ot oonduoting oonmerce, 

with particular elllJ)husis on "moat-favored-nu.tionn propooa.ls. 

Chaptera 3,4,and 5 1 pre.Jent a detailed ex~osition of the 

actual tar1.tf revisions entt\1led in th.c 1938 ugrecment,a.a com­

pared with previous ra.te so~..,edules. 

The oonoJuding portion is a statistical au~mary ot trade 

value fluctuations ot certain selected commod1t1es.followed by 

an eva~uat1on ot the role ot tar1i':t' manipulation in evolving 

these cha.nses. 
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CHAPTER 1. 

HISTORICAL BACKGROUND OF CANADIAN-AMERICAN TRADE POLICY. 

"Geographically the United States and Canada form a 

single unit; politically and to some extent socially they 

are divided and unique. The international boundary, cutting 

laterally through the continent, has in physiographic terms 

no logical or rational explanation; it is a thoroughly human 

product. Invisible and illogical as that boundary is, how­

ever, it has in certain ways acted as a barrier more e~fective 

than a mountain range; marked divisions more radical than an 

ocean need produce."l 

These "invisible and illogical" boundaries to which 

Keenleyside refers, are the "man made 11 obstructions to a 

free and normal intercourse, in trade and commerce. It is 

to the study of these artifical barricades, that our atten­

tion has been attracted, and, as a means of providing a sub­

stantial background for this research, it is imperative that 

some consideration be given to what has occurred in the past. 

After a brief but thorough study of conditions in years gone 

by, we are better able to appraise present day methods of 

removing or circumventing "national boundaries", and to pro­

ceed still further with hopes for the ~uture. Therefore, in 

the evaluation of the "New r.rrade Agreement between Canada and 

the United States 11
, we must ~irst consider the commercial re­

lations between these two countries, since the first major 

reciprocity treaty in 1854, and then proceed to the present 

• 1. Keenleyside, "Canada and the United States" • 
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proposal. 

Prior, however, to a discussion of the reciprocal trade 

agreements, it is quite essential to enumerate certain basic 

considerations which Keenleyside 2 has described and which he 

feels are of prime importance in the understanding of the 

attitudes of the Canadians and the Americans toward one 

another. in respect to commercial cooperation. 

"First, the desire of American industrial and manufactur-

ing interests to gain control of the vast storehouse of raw 

materials known as the Canadian Dominion. Second, the attempts 

of these interests to break down the Canadian tariff against 

manufactured articles, to the end that American goods may 

capture the Canadian market. Third, the bitter opposition of 

the western and southern states to any lowering of the American 

duties on raw materials,- an event that would bring Canadian 

grain, minerals, dairy products and fish into serious competi­

tion with the commodities of the American farmer, 1niner and 

fisherman. Fourth, the desire of the Canadian farmer to gain 

unrestricted access to the American market, and to purchase 

his supplies at the lowest figure regardless of the place of 

manufacture. Fifth, the fear of the Canadian industrial inter-

eats that any lowering of the tariff on finished products will 

result in their extermination by the more powerful and highly 

developed manufacturing organizations of the United States. 11 3 

In additio~ there is a sixth factor not mentioned by the 

author, the American investors in Canada and branch American 

2. Ibid. 
3. Ibid. 
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plants in Canada who would suffer from the competition of 

American products which could compete favorably under lower 

tariffs. 

An appreciation of these six factors is essential~ if 

an attempt is to be made in the understanding of the trade 

policy as it has occurred, and with these points in mind, we 

turn now to the first of the reciprocal agreements, the 

Treaty of 1854. 

The Treaty of 1854 may be said to have been occasioned 

by Canada's loss of preferential treatment in the British 

markets. The abolition of the liavigation Laws, which had 

given Canada definite advantages in British Empire Trade, 

marks the beginning of attempts on the part of the Dominion 

to seek a reciprocity treaty with the United States. With 

foreign trade at a minimum, and further retarded by the de­

pression of 1849, it is little wonder that the only apparent 

alternatives for the Canadians were annexation or reciprocity. 

The Canadians preferred the latter, for sentimental and 

political reasons, the United States was of a similar opinion, 

due to the pressure of the SouthernStates, who wished to pre­

vent the admission of new territory into the Union, new ter­

ritory which would be opposed to the institution of slavery. 

Hopes that perhaps England would increase tariffs towards 

the United States, and thereby at least partially compensate 

for the disadvantage of Canada, were ·soon shattered. Eng­

l&rld, finding the freer trade with the United States wholly 

beneficial, refused to penalize the Americans, even as a con­

cession to her colonies. 
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The first formal step in the direction of reciprocity 

was taken on May, 12, 1846. An address to the Queen was 

ad~pted, suggesting the possibility of Canadian-American 

negotiation, which mir-ht to a large extent alleviate the 

stagnation in Canadian trade. A favorable reply was re-

ceived in June, and the British l.~inister to the United States, 

Mr. Pakenham, placed the proposal before the Secretary or the 

Treasury, Robert J. Walker. 

However, the negotiations were still in their infancy, 

and numerous dissenting factions arose, to impede the progress 

of the plan. Southern opposition to the treaty was due to a 

large extent to economic considerations. "It was unf'air, 

contended the Senators from Maryland and Vir~inia, to admit 

free of duty into the Korthern States from Canada, goods 

which the South would import from other countries at a duty."4 

In addition to this argument, there was another factor of 

perhaps even greater importance to the Southern interests. 

"In the struggle over slavery between two evenly balanced 

parties any accession of strength to the one was of vital 

concern to the other. The conviction that reciprocity would 

merely hasten annexation was a compelling reason for hostility 

from the Southerners."5 

Another obstacle in the way of reciprocity was the gen­

eral attitude in the United States of indifference toward 

trade with Canada. "This indifference was partly due to the 

4. Masters, "The Reciprocity Treaty of 1854". 
5. Ibid. 
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engrossing nature of the domestic situation and, partly, no 

doubt, to the manufacturer's fear of competition from Great 

Britain through Canada.n6 The third deterrent was the npro­

tectionist" attitude of the .ir.tig Administration from 1849 to 

1852. 

Little progress was made during the period from i':larcn, 

1849 to May, 1852. The Central American crisis, the pro-

tectionist attitude, the slavery question and the Compromise 

of 1850, all combined to concentrate the attention of the 

Americans on domestic problems, and trade negotiations. came 

to a standstill. 

The Fishery Controversy in May, 1852, provided a new 

impetus in the direction of reciprocity. At that date the 

Derby Government announced its intention of protecting the 

North American fisheries. The chief significance of the con­

troversy rested on the fact that the fear of a collision be­

tween British and American interests supplied the stimulus 

for a beginning and achievement of negotiations. A further 

result of the proposal was to bring more forcibly to the at­

tention of the American people the whole problem of recip­

rocity between the United States and Canada. The possibility 

of war with Great Britain awakened the American public from 

its lethargy in regard to reciprocity. The Fillmore Adminis-

tration was extremely desirous of settling this question md, 

in their anxiety, even consented to include reciprocity in 

their discussion. Again, objections were raised that a 

6. Series F.o.5, vol. 5oo, Crampton to Palmerston, 
July 9, 1849, enclosures. United States Tariff Commission, 
"Reciprocity and Commercial Treaties". 
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"reciprocity treaty should not be negotiated at the cannon's 

mouth~"7 The Administration was convinced, in February, 1853, 

that the negotiation of a treaty would be impossible in the 

short time which they had to remain in office, and that what­

ever settlement should result, the reciprocity problem would 

have to be divorced from the Fishery Controversy. 

So again, we witness a "dodging" by the administration, 

of the real issue, through various and sundry means. Congress 

demonstrated in the early part of 1853 that a settlement was 

unlikely, even for the fishery dispute, unless through Execu­

tive action. It seemed quite evident from the divergence in 

the opinions of the representatives from different parts of 

the country, that little could be accomplished by Congress. 

It was hoped that Executive decree could best cope with the 

situation. 

Shortly before the close of Congress in 1853, a resolu­

tion requesting the President to "arrange by treaty the ques­

tions connected with the fisheries on the coasts of British 

North America, the free navigation of the St. Lawrence and 

St. John, the export duty on American lumber in the province 

of New Brunswick, and reciprocal trade with the British North 

American colonies on the principles of liberal commercial 

intercourse."8 Lord Elgin, then Governor General of Canada, 

come to Washington for the purpose of negotiating a treaty 

with the United States on these matters. Despite an apparently 

discouraging outlook, Lord Elgin went to work conciliating 

7. Masters, "The Reciprocity Treaty of 1854". 
8. Haynes, "Reciprocity Treaty of 1854". 
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the hostile factions, and finally succeeded in preparing the 

document which was signed on June 6, 1854, and received the 

President's approval on the 5th of August. 

"The Reciprocity Treaty of 1854 was a skillfully drafted 

compromise, calculated to rally support in its favor and to 

appease, by compensating privileges, interests which were op­

posed to some of its provisions."9 

Free reciprocal access to coastal fisneries was provided. 

Fishermen of either nation could land on the shores of the 

other to dry nets and cure fish. Two commissioners were to be 

appointed to represent the countries in the case of a dis­

pute, or to name a third person as an umpire in the case of 

a difference of opinion. Consideration was made in so far as 

possible, to give each of the different local interest vari­

ous concessions, for others which they were forced to sur­

render. A list of free articles was also incorporated in the 

treaty and again there was evidence of compromise. Canadian 

demands were satisfied by the inclusion of grain, animals, 

butter, eggs, etc. Nova Scotia was granted the inclusion of 

coal on the free list. The interests of New Brunswick were 

considered in the unconditional inclusion o.f "timber. and 

lumber of all kinds, round, hewed, and sawed, unmanufactured 

in whole or in parto" 

American vessels were permitted to navigate the St. 

Lawrence and the Canadian canals, on terms similar to those 

of British ships. In return,British ships were granted the 

right to freely navigate Lake Michigan, as long as the afore-

9. Masters, "The Reciprocity Treaty of 1854" 
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mentioned clause was in effect. 

The treaty was to remain in force f~ a period of ten 

years and further until twelve months after either High Con­

tracting Party had given notice of its intention to terminate 

the arrangement. 

The result of this treaty was an ~ense stimulus to 

trade in both Canada and the United States.lO The economic 

life of the two countries became closely interrelated. 

Canadian products found ready markets in the thickly populated 

eastern states, raw materials were available to American manu-

facturers. urn 1854 the total value of Canadian-United States 

trade was ~3,480,000, while in 1856, the first complete year 

after the signing of the treaty, this total was raised to 

~57,ooo,ooo."ll 

Early hopes for the continued success of the treaty 

proved unjustified, for, a few years after its birth, circum­

stances arose which were to bring about the termination of the 

treaty on March 17, 1866, by the United States. "In 1864 the 

cumulative effect of anger at British and Canadian sympathy 

with the South; rising protectionist sentiment, pressure of 

internal taxation, aggrieved sectional interests, and the 

absence from Congress of the low tariff southerners led the 

United States to give notice of the abrogation of the Treaty 

of 1854."12 Charles Francis declared that the abrogation of 

this treaty was, "the result rather of a strong political 

10. Canadian Annual Heview for 1911. Harvey, "The 
Hec1 roc1 Treat of 1854-Its Advanta es to the Unit~ 

a es and Canada • 
11. Haynes, 11 Rec1procity r~ereaty of 1854" 
12. Skelton, 11 General Economic History, 1867-1912". 
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feeling than of any commercial consideration.n Perhaps the 
-

most popular defense of the "termination" was the argument 

that the Canad1ans were violating their pledge and that they 

were raising their tariffs on manufactured goods. In part 

this criticism was true, because the "infant industries" in 

Canada were afraid that competition from well established 

American plants would hinder their growth. However, similar 

incidents had also occurred in the United States. nindeed, 

during this same war period the American tariff rates had 

also undergone a process of elevation."l3 Two more facts 

which evoked criticism of Canada's policy were, firstly, 

Canada's action in making American vess~ls pay tolls on 

Canadian canals,l4 and, secondly, the desire, frequently ex-

pressed in the United States, to force Canada, by depriving 

her of all trading privileges, to agree to annexat.ion.l5 

"The termination of the reciprocity treaty dealt a 

heavy blow to American-Canadian trade which fell from 

$56,600,000 in 1865 to $50,200,000 in 1867 and $48,900,000 in 

1868; and this in spite of the tremendous economic expansion 

then going on throughout the continent."l6 

In the years following the abrogation of the Treaty of 

1854,negot1ations were continued. In 1869, Sir John Rose 

proposed a treaty which would have practically unified the two 

countr1ee and which embodied discrimination against England 

itself. In 1874 another attempt to enact a mutually beneficial 

13. Taussig, "Tariff History of the United States". 
14. Congressional Globe, 36th Con~., 1st Seas., pt. 2, p. 1357 
15. Howe, "The Reciprocity Treaty • 
16. Keenleyside, "Canada and the United states". 
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agreement was made, but again the United States Senate, neon-

trolled by industrial and commercial interests which felt that 

the concessions made by Canada were not sufficient~ at first 

postponed a decision~ and finally refused to act favorably.nl7 

The period between the termination of the Elgin-1-:iarcy 

Treaty of 1854 and the Tart-Fielding Agreement of 1911, may 

be characterized as a transition, on the part of the United 

States, from a feeling of superiority and indifference toward 

Canada~ to an appreciation of a progressive nation to which 

they must look for markets and imports. The Canadian industries 

had flourished during the latter years of this period, to such 

an extent moreover, that American interests were moving into 

the "grown-up" nation. Expansion into the West and the dis-

covery of new resources tended to lessen Canada's dependence 

on the United States. "The Dominion ceased its practice of 

organizing political pilgrimages to Washington.rrlS 

On the American side, certain factors arose which made 

tne desire for cooperation with Canada a salient ambition. The 

American frontier had disappeared, waste of raw materials had 

made them scarce and proportionately expensive. Perhaps of 

prime importance was the fact tha.t due to the unusual industrial 

development in the United States, there had resulted a large 

supply of capital. Naturally, American investors saw untold 

possibilities in the development of the Canadian resources, 

for which the Canadians themselves had little capital. And, 

furthermore, along this line of thought, the manufacturing 

17. Keenleyside, "Canada and the United States". 
18. Ibid. 
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interests had increased their control over the government. 

It is then self-evident that these industrial leaders of the 

country should strongly advocate a reciprocity agreement with 

Canada, "on the basis of .American manufactures for Canadian 

raw materials."l9 

The time had come for the United States to seek freer 

trade relations with C~nada. Canada, however, was buoyant 

over its new strength and economic progress and was to a les­

ser extent interested in such negotiations than she had been 

in 1867. 

The Payne-Aldrich Tariff, for the first time in the history 

of tariffs, incorporated in its articles the concept of maximum 

and minimum rates, the latter to represent the general and 

permanent duties, the former, a 25;:,) addition to the value of 

the commodity, which could be added to bring about favorable 

concessions. The President could use the maximum rates on 

nations which discriminated against the United States, and 

such action was advocated if Canada did not offer the United 

States terms as favorable as those she had granted France in 

the treaty in 1910. Canada refused to comply with these de­

mands and continued tariff trouble seemed inevitable. However, 

as a result of the election o.f numerous "reciprocity minded" 

Democrats in the American elections, the Administration re-

vised its demands and offered Canada minimum rate treatment. 

President Taft proposed a further discussion of reci­

procity with Hon. W. s. Fielding, Canadian Minister of Finance, 

19. Ibid. 
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and agreed to enter negotiations for a general consideration 

of this problem.20 

As a result of the conference, an agreement was formula-

ted on January 26, 1911. The free list included such items as 

farm, dairy, sawmill, mine and fishery products. Reductions 

were made in the tariffs on meat, flour, coal, agricultural 

implements, and many manufactured products.21 The agreement 

was to be made effective by concurrent legislation, not by 

treaty.22 

The opponents of this measure were many. Western farmers 

protested against the free admission of. agricultural products, 

American fisheries feared Canadian competition, and the 

lumber.men fought the entrance of non-dutiable forest products. 

However, a split in the Republican party, coupled with the 

low tariff Democratic ideals aided the ambitions of the East-

ern manufacturers of finding a new market for their products. 

The combination of these forces led to a victory for this 

latter group in the passage of the bill on July 22, 1911. 

Apparently the stage was set for a new agreement, but 

for the startling results of the Canadian election in 1911 in 

which the "anti-reciprocity" Conservatives won 133 seats to 

88 for the Liberals.23 

This radical change in the Canadian attitude toward 

reciprocity was occasioned by two things; firstly, the op­

position of Ontario and ~uebec industrial interests, and 

secondly, the anti-American sentiment which had sprung up in 

20. Skelton, "General Economic History" 
21. Congressional Record, January 26, 1911. 
22. Ibid. 
23. Keenleyside, "Canada and the United States. 11 
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Canada, and without which the first of these factors would 

have been ine~fective. It was very de~initely this prejudice 

toward the States which was the cause of the defeat of the 

Tart-Fielding agreement in 1911. 

The Americans were much less interested in the action 

which was taken by the Dominion. It was, after all, only one 

country and although it would have meant profitable trading, 

the failure o~ the negotiations could not be considered as 

serious. Perhaps the real significance of a discussion of 

this defeat, lies in the disclosure of the fact that here at 

last, was a definite turning point in the attitude of Canadian 

dependence on the United States. The Dominion no longer 

needed the aid of -~-.F~r::..c£~r_ martets a~.~.d ·:r'J.s at last in a 

position to bargain for every concession it was to give. 

The reversal, experienced by the Taft-Field1ng pro­

posal, must not, in its practical effect, be thought of as 

a force tending to lessen, or act as a hinderance to, the 

ever expanding trade as Table l will indicate. Exports and 

imports were ever increasing despite the delay in the move­

ment toward "tariff-reduction." 

"The Underwood Tariff of 1913 marked the first definitely 

downward movement in American customs dues made since the Ctvi1 

War."24 Concessions were granted the Canadians in the re­

duction of tariffs on agricultural products and implements, 

placing them on the nfree list 11
• Further reductions were 

made in the treatment of paper, pulpwood, animals, wheat 

24. Ibid. 
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and potatoes. As a result, trade was greatly improved and, 

what is of great importance, trade relations between the two 

countries were improved. The Underwood Tariff tended to 

bring the American Tariff level nearer to that maintained by 

Canada.25 

The World War era may be characterized as one of ab-

normal conditions. European demands were in most cases greatly 

increased, products which formerly had been supplied by the 

European countries were manufactured on this "side" and were 

exchanged between Cru1ada and the United States. 

The years following the war continued to be abnormal. 

People were none the wiser than before the war as to the ef-

fects of a tariff. As a consequence, when the election of 

1920 brought the Republicans back into power, it was certain 

that the tariff program would be revised. 

Certain positive factors were present which had not 

affected any of the previous revisions. Two of these had 

great influence. The feeling for national self-sufficiency 

was intensified by the war, and the representatives 

of the agricultural West supported high protection with a 

vehemence never shown before.26 

The first of the motives was, of course, due largely to 

the new feeling of nationalism after the war and the desire 

of each nation for economic self-sufficiency in the event of 

another conflict. 

The second factor was occasioned by the decline in 

25. Ibid. ------
26. Taussig, "Tariff History of the United States.n 
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prices suffered by the farmers in 1920-21. "The farmers were 

as helplessly ignorant concerning the cause of the decline as 

they had been concerning the previous rise."27 Consequently, 

their nvote hungry" political representatives, no better in-

formed than their constituents, turned to the tariff. 

"In the spring of 1921, an 1 Emeriency 1 tariff act (May 

27th), imposed high duties upon wheat, corn, meat, wool and 

sugar."28 Designed primarily as a relief measure to last for 

only six months, it was re-enacted step by step until it was 

finally passed in 1922 as the Fordney-McCumber Tariff. 

As· to the results of the tariff, the prices of the 

products, supposedly protected, continued to drop. nHardly 

a better proof could be found of the failure of tariff duties 

to serve as a remedy of immediate efficacy."29 

A more serious aftermath or the act of 1922 was the fact 

that the agricultural states had committed themselves to a 

policy of high and ruthless tariff protection. 11 The outcome 

was a tariff with rates higher than any in the long series of 

protective measures of the whole period."30 

This increase in the rates had the additional effect 

of greatly hindering international commerce. 8anadians were 

encouraged to buy within the Empire.31 The percentage of 

Canadian imports received from the United States and from 

Great Britain are compared in the following table: 

27. Ibid. 
28. Ibid. 
29. Ibid. 
30. Ibid. 
31. Keenleys1de, "Canada and the United States." 
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TABLE A 

CAi\ADIAN IMPORTS FROM GREAT BRITAil: AND THE Ul~ITED STATES 

From From 
Year United States Great Britain 

1918 82.3 8.4 
1919 81.6 8.0 
1920 75.3 11.9 
1921 69.0 17.3 
1922 69.0 15.7 
1923 67.4 17.6 
1924 67.3 17.2 
1925 64.0 19.0 

The above table represents not only the effects of the 

Fordney-McCumber Bill, but also of similar legislation, such 

as the Jones Shipping Bill, and the Panama Tolls Bill. These 

latter measures are further indications of the post-war pro-

tectionist attitude. 

Of great significance at this time is the recognition 

that, for the first time, a Tariff Commission was lending its 

aid to Congress. Originally established by an act in 1916, 

the Commission was intended to deal with the tariff problem 

with more intelligence or discrimination than had been char-

acteristic of the tariff program up to that time. Perhaps 

the reason why the Tariff Commission was not more successful 

in its attempt on this occasion was largely due to the re-

strictions which Congress placed upon them. The Commission 

was consulted as an advisory body, but the actual rate making 

32. Canada Year Book, 1926. 

32 
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was still in the hands of Congress. 

The Hawley-Smoot Tariff of 1930, the next step in the 

development of a trade policy by the United States, was 

passed under conditions quite di~ferent from those which had 

resulted in previous revisions.33 Each of the former regula­

tions had been necessitated by a particular event or circum­

stance, but not so with the tari~~ of 1930. Neither political 

nor economic pressue was in evidence. The tariff question 

played no part in the presidential election or 1928, nor did 

the crisis of 1929 occur until the character of the revision 

had been determined. The only justification offered on the 

part of industrial distress, that some settlement of the tariff 

would help the recovery,was made during the last month or two 

of debate. 

Therefore, other means of explanation must be sought for 

the tariff of 1930. 

A special session had been called in June, 192~ by 

President Hoover to discuss the agricultural problem. His 

only suggestion was that duties on foreign agricultural 

products should be raised by way of helping the farmers, and 

that any manufacturing industries that were suffering should 

likewise be given aid. The program came to nothing at that 

time and the taritf act was not enacted until June, 1930. 

The result, when it finally appeared, was not an answer 

to a definite need or plan but rather the product of intensive 

"log-rolling" which culminated in the highly protective 

33. Taussig, "'l,ariff History of the United States. 11 
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"Hawley-Smoot" Tariff and its disastrous effects on Canadian-

American trade. The tarir~ was practically prohibitive as 

regards farm products.34 On all items the rates were raised 

excessively and the volume of trade suffered severely. 

Canadian exports to the United States fell from 515 millions 

in 1930 to 143 millions in 1934.35 In dealing with figures 

and statistics relating to this period it must be noted that 

the "depressionn had a very marked effect in decreasing trade. 

The period which followed the passage of the tariff act 

of 1930 may then be described as one of marked trade stagna-

tion, and,both in the United States and in Canada,interest was 

again awakened in negotiations which might relieve the situation. 

The main purpose of these negotiations was to "increase 

foreign markets for products of the United States. This pur-

pose was sought through the reciprocal adjustment of excessive 

trade barriers."36 It was deemed expedient that this attempt 

should be realized, owing to the fact that normally the United 

States can and does produce more than it can consume of certain 

farm and nonfarm products. The·se surpluses must either (1) be 

sold abroad, (2) remain in this country as carry-overs, or (3) 

be dumped on the market at ruinously low prices. The reduc-

tion of exports, th~, forces down prices., reduces employment 

and the income of American producers.37 

Trade had sharply declined after 1929, mainly because 

nations, including the Unlted States, had set up excessive 

34. Canada Year Book, 1936. 
35. Ibid. 
36. Trade Agreement Program of the United States. Depart­

ment of State. Publication 1265. 
37. Ibid. 
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and a~ost prohibitive import barriers. By refusing to permit 

prople in the United States to purchase goods from other 

countries, we handicapped the inhabitants of foreign lands in 

the buying of products from the United States. 

World trade was now at a minimum, unemployment and low 

incomes followed and brought world-wide economic depression.38 

Trade revival was an absolute necessity and the method which 

the Trade Agreements Act authorized for bringing about this 

trade recovery was by a progran1 of removing or reducing ex-

cessive barriers to foreign trade, through direct and separate 

negotiations with other countries. 

"In 1934 the United States officially abandoned its 

traditional single autonomous tariff system.u39 Bilateralism, 

the basis of recent international commercial relations, was 

adopted in its stead. rrhe success or failure of this program 

may be expected to exert a decisive influence upon the course 

of international economic relations.40 

In the light of the aforementioned necessity, a compre-

hensive Trade Agreement was signed at Washington on November 

15, 1935. Under the Act, the United States concluded agree-

menta with nineteen foreign countries, including Canada. In-

eluded among the concessionsgranted to Canada were those per-

taining to agricultural products, fisheries products, forest 

products, minerals and manufactures. Canada received reduced 

duties for some sixty commodities representative of the main 

industries in the land. 

38. Ibid. 
39. 'I'asca, nReciprocal Trade Policy of the United States. 11 

40. Ibid. 
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Tariff concessions made by Canada to the United States 

included the extension to the United States of the inter-

mediate tariff in its entirety. Specific reductions below 

existing favored-nation rates were made in respect to eighty-

eight tariff items, - this revision of Canadian duties being 

especially designed to aid the Canadian user of machinery and 

other implements of production.41 

Under Article I of the Agreement, Canada and the United 

States each agree to accord to the commerce of the other, un-

conditional most-favored-nation treatment as respects customs 

duties and related matters. This means that if either country 

reduces any customs duty, either autonomously or in connection 

with a trade agreement with a third country, the like article 

of the other country will immediately get the benefit of the 

reduced rate.42 If any country which is a member in an un-

conditional most-favored-nations agreement reduces rates to 

one country further by direct bargaining or as a consequence 

of a treaty, all other countries with whom she has previously 

entered into agreement receive the benefit of the new rates. 

This ·agreement was to remain in force, subject to certain 

contingencies provided for in Articles VII, X, and XIV, until 

December 31, 1938, and thereafter, until terminated by either 

government upon six months notice. 

Theoretically, the proposal was designed to lower the 

costs of living _in the importing country which in turn would 

increase the purchasing power of its people. The effect 

41. Trade Agreements Program of the United States. 
42. Ibid. 
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desired is to increase demands in the home markets for the 

products of other native industries with consequent increased 

employment. Improvements brought about in the primary indus-

tries would quite logically be felt throughout the economic 

system and therefore the benefits would be widely disseminated 

in all ~ines of production. 

In 1936 and 1937 marked expansions in trade between the 

two countries were witnessed. The most significant measure 

of the operation of the Canadian American agreement of 1936 

is afforded by a comparison of the experience of the two pre-

agreement years with that of the two post-agreement years. 

Canadian imports rose from an annual average value of 

$303,000,000 during 1934 and 1935, to y430,000,000 in 1936 

and 1937, or an increase of 42% over the pre-agreement period.43 

Likewise, United States imports from Canada rose from an 

average of :~257 ,000,000 during 1934 and 1935, to ~386,000,000 

in 1936 and 1937, an increase of 50% over the previous two-year 

period.44 However, the greatest increases were in those items 

in which substantial reductions had been made in the 1936 

arrangement. An increase of nearly 87% in the value of im­

ports from Canada was noticed on articles on which the duties 

had been reduced. Similarly, 1mports from the United States 

to Canada increased in volume. 

The experience of the two countries has been considered 

by both to have been extremely successful. It was not hard to 

43. The New Trade Agreement with Canada, Depart1nent of 
State. Publication 1253. 

44. Ibid. 
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understand then~ why~ at the end of the period as indicated in 

the provisions of the proposal, both Canada and the United 

States were more than anxious to continue their mutually 

beneficial agreement. As a tribute to the merits of the 

treaty, further negotiations have been made along the same 

lines as those of the 1936 plan which will encompass still 

broader fields and effect more extensive duty reductions. 

With this somewhat sketchy background of the major steps 

in the development of Canadian-American Trade Agreements, we 

are now in a position to examine and appraise the New Trade 

Agreement between the United States and Canada, which is the 

present-day development of the treaty of 1935. 



- 23 -

CHAPTER II. 

GENERAL THEORY OF TRADE AGREEMENTS. 

Having completed a brief discussion of Canadian-American 

trade relations in the past, it is, I think, advisable, before 

attempting a comprehensive analysis of the present agreement, to 

investigate the underlying theories and principles which form the 

foundation and structure of our present day policy. To attain 

this end, it will be necessar:r to explain certain basic concepts 

inherent to the individual plans of international co-operation 

and to compare them as to purposes, aims and practicability. With 

this motive in mind, we now proceed to a discussion of current 

ideals and proposals for stimulating world trade. 

The first school of trade policy which we are to discuss, 

is that group of economists who feel that we should enter into 

two-sided prererential trade agreements. Under this proposal, the 

tariff takes on the aspect of a bargaining measure. If the de­

sire to sell goods to country B is felt by country A, and B1 s 

tariff barriers are extremely high, A will reduce its own tariff 

rates on B1 s exports in hopes of a reciprocal reduction which will 

facilitate the exchange of goods. It is quite evident from this 

conception, that such a rrrate barterrr proce(ure, although perhaps 

in theory quite workable, has, in practical experience, certain 

very real defects. 

The- outstanding error in the reasoning of adherents to this 

school, is the violation of one of the fundamental laws of foreign 

trade, namely, "all trade is essentially an exchange of goods 

and services, goods are given (sold) as a means of getting (buy-
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ing) other goods."l If we accept the above premises, it is easy 

to see, that the policy under examination may be misinterpreted 

in its effect. If trade is to be an exchange transaction, 

smaller nations with less bargaining power will, of course, be-

come secondary forces in world trade. Countries must benefit 

mutually from trade and 1 over a per~od of time, expo~ts and im-

ports must approach a balance. Under such conditions smaller 

nat:.ons again, beca~_se of their lack of nexchange volume", would 

be handicapped. The ·cni ted States and Brazil, if they were trad-

ing exclusively, would soon reach the point where exports from 

the United States so greatly exceeded w1ports from Brazil that 

trade would com8 to a stand-still. 

As a further thought along the same line, there is the 

realization that foreign trade should be conducted so as to per-

mit the full and unhampered operation of the governing principle 

of international trade, "a country tends to export those products 

in the production of which it has the greatest advantage or the 

least disadvantage compared with other countries, and it tends to 

import those products in which it has the least advantage or the 

greatest disadvantage."2 When restrictions are made so as to 

direct the exchange of goods along definite man-made channels, 

rather than through this principle of "comparative costs", the 

bargaining nations are depriving themselves of the inherent ad­

vantages of the principle, and are in addition affecting the opera­

tion of the theory for the remainder of thew orld. 

1. Griffin, it Principles of Foreign 'l'raden. 
2. Ibid. 
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Strict adherence to the two-sided preferential trade agree-

ments doctrine will also have the ultimate consequence of making 

for higher protection in anonly hope. of deriving benefits from 

bilateral cooperation. That is, over the world in general, a 

network of sL1ilar agreements will appear, each suffering from the 

defects of the syster:1 as a basis of operation, and in addition 

acting as a deterrent to cooperation on an international scale. 

Most products which are objects of international trade 

are placed on the market in competition with similar goods pro-

duced in other lands. It is of [lr imar~r importance ther;t, to the 

exporters that their product should not be subject to any im-

port discrimination as compared to like products from foreign 

competitors. The ideal situation would be one in which they re-

ceived a special concession for their commodity, but in lieu of 

this beneflt it is necessary that they at least attain equality 

of treatment. The former objective would be sought under the two­

sided preferential system; the latter is the motive of the 'most­

favored-nation" agreement.3 Under this type of cooperation, two 

countries agree to extend each to the other the benefits of any 

concessions made to any other countries.4 It would be a fair 

statement to say that as a result of such agreements on the part 

of the leading trading countries, the poss1bll1ty of any one 

country's gaining special concessions would be minimized, and, 

rather than searching for further partlcular bene~1ts, the quest 

would be for further reductions in import rates and an expansion 

of trade. 

3. Ibid. 
4. Ibid. 
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This situation is predominantly the one which is today 

in operation among the important commercial countries of the 

world, with few exceptions. Special treaties are as yet in 

evidence, but, as a consequence of the most-favored-nation clause, 

the benefits of these pacts are disseminated throughout the trad­

ing world and a freer operation of the "comparative cost" prin­

ciple has resulted. However, the possibility of receiving 

special concessions had not been exhausted, due to the two 

interpretations ·Nrlich have been Given to the clause. The one 

is, that, 11 a concession given, shall freely and automatically 

be extended to others with whom the most-favored-nation agree-

ment exists. The other is that the country with whom the agree­

ment exists shall have the right to avail itself of the conces­

sion upon terms identical with or similar to those given to the 

original country. " 6 As an example, let us say, that the United 

States makes a concession to Canada in return for some valuable 

privileges granted by Canada. 'lb.e :_rni ted States may grant con­

cessions to Brazil and Chile, with whom most-favored-nation 

agreements exlst, only if Brazil and Chile are willing to grant 

in return, the concession granted by Canada. The former of these 

two interpretations is called the nunconditional form", and it 

tends to equalize, at once, all concessions among the countries 

with which such agreements exlst. To call this concept a "most­

favored-nat1on" principle is paradoxical, since under this form, 

no nation is showh more consideration than any other. The second 

form of the clause is the nconditional" interpretation. It results 

6. Ibid. 
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in numerous different rates, being applied to the various countries 

as a result of the special bargains vmich have been negotiated. 

There has always been that element which has felt that the 

unconditional approach to this problem will prove to be the key 

to the whole international trade problem. As has been suggested 

however, as a consequence of the war, nationalistic tendencies 

were increased and theexponents of trade freedom felt that, as 

a practical matter, more could be attained from a "conditional" 

interpretation with direct bargaining between certain countries. 

To the real "free-trade" economist this suffers from the serious 

defect of causing, as in the case of direct two-sided preferential 

agree1nents, a segre[£ation of countries having common interest to 

the exclusion of certain others thereby again causing a definite 

disc~imination. It would still be an improvement on the conven­

tional highly protective attitude though, and as such it would 

represent a step in the "right" direction. 

Possibilities for obtaining favorable concessions in eva­

sion of the most f'avored nation clause,as expounded in the "uncon­

ditional" approach, has lead many countries to change from a 

single tariff system, under which all imports are applied to one 

schedule of rates, irrespective of their origin, to one of 

multiple tariff's. "The general and conventional systems include, 

first, a general tariff enacted by the legislature of that country 

to apply to all goods without reference to their source and, second, 

certain rates which have been set by conventions or treaties with 

other countries."7 In the cases where concessions have been granted 

7. Ibid. 
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to certain countries, these special rates apply, and supersede 

the general treaty rates for that particular country. 

MaxLmum and minimum rates are another type of multiple rate 

system, under which the country has two distinct rate schedules. 

The higher rates are those normally in force and through the opera-

tions of treaties and bar6ains certain products may have their 

rates reduced to approach the minimum. The third type of theory, 

namely one of "preference" whereby a third and distinct schedule 

is prepared in respect to a particular country, have, I think, 

been appraised in the early stages of this chapter, since in effect 

they are based essentially on the two-power trade and the remainder 

of their commerce is secondary. 

Upon an investigation of the tariff agreements of the 

United States at the present date, certain basic principles are 

~ediately in evide~ce. The first is the most-favored-nation 

principle.8 The implication tendered here under this clause is, 

"when we grant one country a reduction in duty, we grant that re-

duction to all countries."9 It is hoped that by following this 

procedure, it will make the lower rates extended to certain 

countries, applicable to all those ~~lations who operate under this 

principle and ultlmately there will be in evidence a lowering of 

trade restrictions throughout the world. The lowering of the 

rates to a particular country would divert trade into that channel, 

new -and different from its ,normal" one, rather than, in general, 

widening the channels of the world trade by the removal of ob-

8. Upgren, "Reciprocal Trade Agreements". 
9. Ibid. 
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structions in each of the lands.lO Prior to the Trades Agreement 

Act of 1934, the United States was the only ~portant country 

which fixed its tariff without bargaining vri th other countries. 

As a result, we were losing the opportunit~r of obtaining special 

concessions from prospective customers who were, at the same time, 

anxious to increase the sale of their- products in the United States.ll 

The present policy of t~e United States has already opera-

ted in our favor as is exemplifiec in our experience with France. 

Recently France negotiated with several 1:s_tions to the end that 

consid2rable reductions were granted. Immediately, as a consequence 

of our most-favored-nation agreement with France, we were like-

wise benefitted by this move and receive~ similar treatment. 

Perhaps the fundamental postulate which forms the ultimate 

reason for the adherence of the United States and the countries 

of the world as a whole to the notion of most-favorec-nation policy, 

is the 11 triangularity" of trade. Due to the differences in size 

and natural resources in the different nations, it would be absurd 

to imagine that exports from the smaller nations could be built 

up to balance the imports from the larger countries on a purely 

bi-lateral arrangement. "If we attempted to balance trade evenly 

orbl-laterally with each country, we (tbeUnited States) would be 

following a suicidal policy for our trade, inasmuch as we would 

probably be unable to sell as much as we do to Western Europe and 

we could hardly replace the lost European trade with greater sales 

to Asia to pay for our heavy purchases there. It is this triangul­

arity in our trade that is the basis of our desire to enlarge all 

10. Ibid. 
11. 11Readjustments Required for Recovery", Public Affairs 

Pamphlet No. 11. 
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world trade. And we make no mistake in urging this policy on every 

other country, since the very purpose of international trade is 

to enable countries possessing unusual advantages for the produc­

tion of certain connnodities to specialize in those commodities.n12 

A lowering of tariffs in an agreement with one country may 

have the effect of holding certain other countries back from enter-

ing into negotiations with us. The reason for this is that they 

will receive the beneflts of concessions made in any agreements 

and therefore do not need to make any direct concessions, but will 

be the recipients of the first country's liberality. This situa-

tion has been met by a second policy. The first country grants 

concession for concession on trade items which they import in 

"major amount from the specific country with which the agreement 

has been made. rr1his is known as the principle of nchief supplier. n 

To illustrate t.n is idea, take the case of Canada and the 

United States, where there is a wide diversity in the products 

traded. The supply which Canada imports from the States is about 

75 to 95% of their total imports. It is certainly worth her while 

to make concessions upon these items i1-.. return for a reduction of 

tariff on goods which she supplies to the United States in a major 

amount. rrBut observe that, while on the surface this policy 

appears to result in a preferential agreement between Canada and 

the United ~tates, (the principle has been generally accepted 

everywhere), once we have in this way made the rounds with all 

countries, we find that all tariffs have been reduced."13 

It would seem to follow then, that if all of the nations 

of the world could be educated to the extent that they could appre-

12. Upgren, "Reciprocal Trade Agreements." 
13. Ibid. 
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ciate the advantages and possib5_lities of a most-favored-nation 

policy, the results would be mutually beneficial, both economically 

and pcli tically. A policy of t~is type is some·what of an attempt 

to approach a condition of Utopian free competition. International 

trade would, under this type of system, be released from unnatural 

channels throu~h which it has been diverted for political or 11 non­

economicallyrr sound reasons, and per:-.1i tted to flow along those 

lines in wbich the maximum world-wide benefits would result. 

Competition would be stimulated, and this competition, rather than 

being entirely based on special concessions or treaties, would be 

founded on natural advantage and quality of produce. 

Specialization has, in numerous cases, been shown to be the 

most economical and satisfactory method of production. Would it 

not be feasible then to disseminate to the whole world the benefits 

of specialization through the large scale development of those 

co1mnodities in each of the various sections of the world in which 

it has the greatest i1qtural advantage? This exte~sive project 

could then be brought ~nto operation by a removal of all trade 

barriers which would hamper the natural flow of goods to one locale 

in exchange for those produced at that point. In this way it would 

be possible to satisfy the wants of a larger number at lower costs, 

coupled with the concept that no section would be forced to direct 

some portion of its energy into the production of certain com­

modities which it needed and yet in which it produced at a great 

disadvantage. Certainly this entire idea or "dream" as it might 

well be termed, is entirely impractical and impossible in the 

world in which we live. It is very much like the classical econ-



- 32 -

omists' idea of a "static society" or an "equilibrium condition". 

Strong nationalistic tendencies which include such exchange hin­

drances as military alliances, secret trade agreements, and in­

herent hatreds of certain other lands, all contribute to forcing 

the nations of the v1orld into the more impractical methods of 

production, until now, to even imagine international trade coopera­

tion, is sheer folly. 

Since :t is apparent that under the prevailing circumstances, 

j_t is impossible to hope for world-wide economic coordination, some 

atter:llJt should at least be made to approximate this end, based on 

the conditions ·lv.:o_ich at present surround us. As we have seen 

earlier in this chapter, two-sided preferential agreements, al­

though they do, to a certain extent, permit the operation of 

11 conparative costs", suffer from the defect that the two countries 

involved become too interdependent with the result that there 

arises the difficulty of trade balances and also the serious 

problem of what complications might arise as a consequence of war. 

Special concessions given to a certain country would cer­

tainly be most advantageous to that country, but if these benefits 

were extended to all lands, no country would be in a better posit­

ion than prior to the beginning of this program. IvJ:oreover the 

granting of concessions again leads to iuterdependence and ex­

tensive bargaining, whether based on sound economic reasons or not. 

Maximum and minimum rates are but another form of the 

bargaining policy so inherent in present international policy, 

and although they cover a larger group of items, they still are 

offered to a certain few nations at best, and there remains the 
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sacrifice of comparative cost competition f'or a rrf'avor for favorn 

program. 

The final consideration the~ is the one w~ich has been in­

corporated by the ::ni ted States into the 1936 and 1938 trade 

agreements, the most-favoreQ-nation policy under which two countries 

agree to extend to each other the benefits of any concession made 

to any other nation. T~is type of cooperation has two interpreta­

tions which must be considered separately, nar.1ely the 11 conditional" 

and the "unconditional ;r forms. 

The "conditional" concept of most-favored-nation :r:1plies 

that the country with whom the acreement exists shall have the 

right to avail itself of the cor.~.cession upon ter~"'ls identical 

with or similar to those g::..ven to the original country. The ef­

fect of this interpretation is to cr~~te a number of different 

rates, applicable to different countrles, as a consequence of 

special bargains which have been made. 

The 11 unconditiona.l most-favored-nation" idea ls one which 

holds that a concession given, shall freely and automatically be 

extended to others with Whom the most-favored-nation agreement 

exists. This would result, it is believed, in the creation of an 

equality of treatment in tariff rates and other commercial matters. 

This latter view is the one held by the majority of the "free 

traders" because, by applying this principle, any concessions 

given, wherever they may be, are extended to all. At least this 

scheme tends to result in an equality of tariff treatment which 

is a necessary foundation for free trade movement. Once the 

"man-made" barriers are removed, more stress will be placed on 
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lower costs, more efficiency, and better products; rather than to 

a large extent having inefficiency, over-production and inferior 

quality protected fro~ legitimate foreign competition. It may be, 

and it has bee::1 argueci that high tari:ffs are set up to protect 

11 infant industries", but in the majority of cases, it has been 

:further shown that these products or protection continue to be 

weak and inef:ficient as long as their domestic market is exempt 

from foreign competition. It is thus a burden to domestic con­

sumers, because they must pay higher prices for in:ferior com­

modities; it is unjust to domestic producers of other itams, be­

cause due to the high l'rotective tariffs their produce is kept 

off of foreign markets; and finally it is unfair to the economic 

system of the world, because tariffs will rise in other lands as 

an attempted rebuttal of such action and wherever this is the 

story, the exchange of goods will be minimized with the result 

that imports from foreign lands will have to be sacrificed, or 

high-priced substitutes will be inefficiently produced domestically. 

It is di:fflcult to decide which of the previously mentioned 

systems of international trade control would bring us most 

closely to our Utopian goal. It has been impossible to make an 

accurate measurement of the efficiency of any one or these 

methods, both because of the self-evident difficulty which would 

arise in the allocation of those results which could be attributed 

to a certain tari:ff scheme, and also because no country has 

strictly adhered to any one or these suggestions for a sufficient 

length of time to make a valid estimate or appraisal of the effec­

tiveness of the plan, either for protection or for trade stimulation. 
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Moreover, the nworkability 11 of a trade program will, to 

a large extent, be dependent upon the action taken by other 

countries. If the majority of the nations do not cooperate, 

a plan such as the most-favored-nation idea is a futile attempt 

as a trade stimulus. The appraisal must then be made upon the 

basis of practicability, ease of administration, effectiveness 

and the extent of international cooperation, and quite obviously, 

this is as yet, and may be for some time, an insurmountable task. 

This present work is then, not an attempt to attack or 

defend the attitude taken by the United States in her trade 

agreement program. r:ehe reciprocal trade agree;.·.1ents program which 

is based upon the Trades Agreements Act approved June 12, 1934, 

is that ideB:l which j_s being at present employed as a foundation 

for American tra=:_c policy, and as such it will be treated as a 

valid attempt to increase world-wide exchanges of goods. Whether 

or not this will prove to be the case is a matter for more distant 

observation, since the whole concept is as yet too young for an 

actual test. In addition, certain developments of the past 
' 

decade would indicate the folly of attempting to characterize 

this period as a normal one. Many of the figures which, super-

ficially, appear to indicate certain trends, may be the result 

of less obvious causes, many of which have not as yet been properly 

evaluated. Countless other factors must be weighed along with 

these aforementioned ones, and even then our results will not be 

infallible. 

The purpose of the following chapters will be, then, an 

attempt to show in a somewhat detailed manner, how the United 
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States and Canada, through the unconditional interpretation of 

the most-favored-nation provision of the 1938 agreement, have re­

vised the 1935 and 1936 tariff schedules in an attempt, (rightly 

or wrongly)to alleviate the existing condition of trade stagna­

tion. 

Chapter III deals with the more general interpretation of 

the new schedule I, while chapters IV and V develop in greater 

detail the discussion of the concessions granted by Canada and 

the United States to one another as a means of attaining better 

trade conditions between the two nations. 
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CHAPTER III 

THE NEW TRADE AGREEMENT BETWEEN THE UNITED STATES AND CANADA. 
SIGNED NOVEMBER 17, 1938. 

The United States and Canada signed at Washington on 

November 17, 1938, a trade agreement superseding the agreement 

signed November 15, 1935. The former went into effect January 

1, 1936, and is hereafter called the 1936 agreement.l 

The concessions granted under this agreement would be 

applied to both countries and would become effective January 1, 

1939. The initial ter.m of the agreement was three years from 

the day following its proclamation by the President, and it would 

continue in force until six months after a notice of termination 

had been submitted by either country. 

It is a significant point that this is the first instance 

under the Trade Agreements Act of 1934, of a renewal of the agree­

ment with the same country. The excellent results of this first 

treaty has been noted in both countries and its wide scope has 

resulted in a marked increase in the trade between the two nations. 

The latest negotiations have resulted in a program still wider in 

its coverage and effects, and should still further enhance, "the 

benefits which came to the agriculture, industry, and commerce 

from the first agreament."2 

The commodities covered by the new agreement comprise those 

items which make up the bulk of the United States-Canada trade 

in either direction. "The trade outranks the trade between any 

other two countries of the world. Canada, in recent years, has 

1. The New Trade Agreement with Canada, Department of 
State, No. 1253. 

2. Ibid. 
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closely followed the United Kingdom as the best customer for our 

exports, taking about one-seventh of the total; Canada is much 

the largest source of our imports. The United States~ in all but 

one of the last ten years~ has been the largest customer for 

Canada's exports and has supplied in the neighborhood of three­

fifths of Canada's 1mports."3 

The new rate schedule not only continued many of the 

numerous concessions of the 1936 agreement, but in addition, it 

lowered the tariffs on certain of these items and added to the 

list, a number of new products which had not been covered under 

ehe original agree~ent. "A major concession to the United States 

results from the provision that hereafter the Canadian special im­

port tax of three percent will be removed from all items, dutiable 

ar~ free, specifically listed under schedule I which names con­

cessions to Canada."4 

The ter.m'boncession~ shall mean in this discussion not only 

such revisions in the schedules as will improve the tariff status 

of any commodity, such as duty reductions, but in addition, those 

which insure the existing tariff treatment from an unfavorable 

change. In a period of increasing trade restrictions, these 

assurances have the same effect as a reduction in the tarif~ 

schedule. 

Crude or semi-manufactured forest an~ mine products have 

in the past comprised approximately three-fifths of Canada's ex­

ports to the Uni.ted States. These 1 tems have entered the 

country duty-free and under the new agreement, as under the old, 

3. Ibid. 
4. Ibid. 
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they are "protected" from any increase or imposition of duty or im­

port tax. United States exports to Canada consist in the bulk of 

dutiable commodities; as a result, the products on which Canada 

has reduced her duties comprise a greater value of trade than do 

the items on which the United States has made reductions. 

"Experience under the first agreement shows that the agri­

culture and industry of the United States have been left with 

adequate protection in the domestic market, even though the re­

duced duties opened to Canadian producers the opportunity to add 

to their sales in the United States."5 However, each group of 

American producers will receive certain benefits as a consequence 

of increased exports in other lines, and in many cases, those who 

have encountered an increase in Canadian competition in the domestic 

market, have or will obtain advantages for their products in various 

foreign markets. 

As has been noted, the mutually satisfactory results of the 

agreement of 1936 lead Canada and the United States to continua­

tion and amplification of the concessions granted under that arrange­

ment. The effects of a reduction in restrictions, after the highly 

protective attitudes of Canada and the United States, especially 

in the early "thirties", were definite indications that a suit-

able plan of procedure had been discovered and the present day 

agreement is the more developed and refined product of this earlier 

exper~ent. "Higher barriers~ combined with the general business 

depression, brought the imports from Canada into the United States 

down from $503,000~000 in 1929 to $232,000,000 in 1934, a decline 

of 54 percent. Canadian imports from this country had fallen even 

5. Ibid. 
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more, from $894,000,000 to $294,000,000, a drop of 67 percent. 

These 1934 figures had already shown appreciable recovery over 

1932 and 1933. In 1935, before the first agreement, improved 

business conditions in this country, (the United States), toget­

her with the drought of 1934 which necessitated larger purChases 

of certain agricultural products, raised imports from Canada 

materially, although they still remained 31 percent lower in 1935 

than in 1929. Imports from the United States into Canada also 

increased somewhat in 1935. 

"The years 1936 and 1937 witnessed a marked expansion in the 

trade. Further business recovery in both countries contributed 

to this increase, and drought conditions in the United States 

also influenced imports from Canada well into 1937. The duty 

reductions which went into effect at the beginning of 1936 were, 

howwver, a major factor in trade revival."6 

The special factors, business recovery and the drought, 

influenced the figures for trade between the nations during this 

period, and perhaps the best analysis of the effects of the 1936 

agreement can be garnered from a comparison of the experience of 

the two full years following the program with the two years im­

mediately prior to it. "Canadian imports from the United States 

increased from an annual average value of $303,000,000 during 

1934 and 1935, to $430,000,000 during 1936 and 1937, an average 

increase of $128,000,000 a year, or 42 percent over the pre­

agreement period. The rate of increase in our exports (the United 

States) to Canada was well above that of the increase in our ex-

6. Ibid. 
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ports to the world as a whole."? Similar, though of course not 

identical, results were experienced in United States imports rrom 

Canada, so that the trade expansion rose simultaneously during 

this latter of the two periods, in each of the countries. 

or prime importance is the fact that in both directions, 

the substantial rises in trade following the agreement, were, in 

general, most noticeable in those products in which the greatest 
~ 

reductions had been made. "Canada's imports of such goods from 

the United States rose from about $120,000,000 in 1935 to about 

$215,000,000 in 1937, an increase of 80 percent."8 Moreover, 

this increase was decidedly greater than that experienced in 

products which had received no rate reductions, or those which 

had, prior to the agreement, been on the free list. 

"Between 1935 and 1937 there was an increase of nearly 87 

percent in the value of the imports of articles on which the dut-

ies had been reduced, as compared with an increase of 34 percent 

for dutiable articles not specified in the agreement and of 35 

percent for goods free of duty."9 The true significance of these 

figures can, however, only be appreciated in light of effects of 

the drought on imports to the United States, and the general bus-

iness recovery in both nations. 

Concessions Made by Canada. 

The new agreement,as analyzed by the Department of Com-

merce, shows that, both through concessions on specific products 

and the extension of the most-favored-nation treatment, it has 

7. Ibid. 
a. Ibid. 
9. Ib14. 
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resulted in a lowering of duties., "on an amount of approximately 

$241,000,000 worth of United States exports to Canada in 1937. 

This figure., necessarily based in part on estimates, is 74 per­

cent of the total imports into Canada from the United States in 

1937, which were dutiable in 1935 (some dutiable in 1935 were free 

in 1937 as a result of the agreement of 1936 or of subsequent 

Canadian legislation). The amount mentioned is in addition to 

commoditie~ the 1935 rates of duty on which are bound against 

increase or which are bound duty-free, but from which the 3 per­

cent tax is removed."lO 

Approximately one third of the aforementioned sum was made 

up of commodities on which the rate~ although reduced in the 1936 

agreement, had been lowered still further., or items which had not 

been included in the 1936 schedule and wl1ich were having duty re­

ductions for the first time. "The imports of these items from 

the United States into Canada in 1937 were valued at $80,000,000."11 

The remaining two-thirds comprise those items on which., either 

through special commitments or most-favored-nation treatment in 

the 1936 agreement, retained their advantage and remained as such 

in the new agreement. 

The variety of products in which the two countries traded 

is so diversified in its nature that concessions, especially those 

effecting Canada's imports, were spread throughout all groups 

of the Canadian tariff. The most important groups in which raver­

able tariff arrangements were made., were agricultural products .. 
(fruits and vegetables), various manufactures of woods, paper 

10. Ibid. 
11. Ibid. 
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products, fishery products, two large 'basket' groups of chemi­

cals, a variety of heavy iron and steel products including tin­

plate, a large 'basket• group of machinery, aircraft and engines, 

numerous important textiles, including cloths, yarns and certain 

finished products such as wearing apparel; in addition to manu­

factu~es of rayon, cotton, and silk.12 The duty on automobiles, 

one of the major Lmports of Canada from the States, had been re­

duced in the 1936 agreement, but was subject to increase by the 

Canadian legislature. Under the new Act, the rates as in effect 

were bound against an increase. 

The tariff reductions on American exports into Canada as 

compared to the pre-agreement schedule in 1935, are a consequence 

of the lowering of rates on certain specific commodities as in­

dicated in schedule I of the agreement, many of which were con­

tinuations of the 1936 negotiations; and the remainder resulted 

from the inauguration of the most-favored-nation treatment first 

proposed in the 1936 agreement and continued in the new schedules. 

In effect, many of the tariff reductions were a narrowing of the 

"margins of preference" whic~ prior to the agreement, had been 

granted to imports from other British Empire countries. 

"The new agreement also brings advantage to many American 

producers and exporters by binding against increase the rates or 

duty already in effect in 1935 on articles covering $48,000,000 

of Canadian imports from the United States in 1937. Continued free 

entry has been assured for articles with a trade value in 1937 of 

$69,000 1 000. Although these bindings do not alter the position 

12. Ibid. 
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of American goods as regards duties proper, they carry with them 

a reduction of the actual charges to which the imports are subject. 

This results from the provision of the agreement t~t the special 

import tax applicable to imports from the United States and other 

non-British countries will be removed from all commodities, 

dutiable or free, specified in schedule I of the agreement. This 

tax is 3 percent ad valorem, and for dutiable goods it is computed 

on the basis of duty-paid value, thus averaging about ~ percent 

on the dutiable value."l3 

In total the~, the concessions made by Canada, c~mprising 

duty reductions (included in schedule I and most-favored-nation 

provision}, as compared with the 1935 rates, bindings of continued 

free entry, and bindings against increases in existing rates, 

"cover articles which Canada imported from the United States in 

1937 to a value of some $358,000,000 or 73 percent of the im­

ports from the United States."l4 From these figures, it is 

possible to realize the magnitude and possibilities of trade 

expansion as a consequence of the cumulative coverage of the 1936 

and the 1938 agreements. 

Concessions Made by the United States. 

The concessions granted by the United States under the 

1938 provisions, like those extended by Canada, were far\reach­

ing in scope and in effect. Approximately two-fifths of the 

American imports from Canada are dutiable, and yet, the rate 

reductions as compared to those in effect prior to 1936, "cover 

13. Ibid. 
14. Ibid. 
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commodities which this country (the United States) imported in 

1937 to a value of $121,000,000. This total is 77 percent of 

the value of all dutiable imports from Canada and 31 percent of 

the combined free and dutiable imports. nl5 

Further reductions or new reductions were made on articles, 

which in 1937 had amounted in "value to about $73,000 1 000, "lfL in 

many instances the quotas were increased to permit the importation 

of larger quantities from Canada. "On dutiable trade valued at 

$47,000,000 the concessions in the new agreement are the same as 

in that of 1936. 11 17 

The most important revisions of the rate schedules of the 

United States in respect to improving the tariff positio~as 

compared to that ~ediately prior to the new agreement, are the 

following, "those on live cattle, hogs and pork products, cheese, 

eggs, grains other than wheat, grain b~,--products, maple sugar, 

potatoes, various fishery products, acetic acid, certain black 

pigments, brick, nickel, aluminum, zinc, cadmium, certain cast­

iron products, book paper, the cheaper grades of tissue and 

crepe pap~r, silver fox furs, and Christmas trees. 11 18 Whisky, 

the imports of which from Canada in 1937 amounted to $2l,Ooo,ooo,l9 

was the most important single commodity which received the same 

concession in 1938 as under the 1936 agreement. Other items of 

importance which received treatment similar to that which they 

obtained under the 1936 agreement included ferromanganese, live 

and dressed poultry, several classes of fish, various grass and 

clover seeds, turnips and pulpboard.20 

~---- 1$. Ibid. 
16. Ibid. 
17. Ibid. 
18. Ib14. 
19. Ibid. 
20. Ibid. 
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Seven items which are subject to quota received rate re­

ductions, that is, these reductions are extended only to limited 

quantities of these goods. "The value of the imports of these 

seven items from Canada in 1937 was ~?14,000,000. n21 It was 

deemed necessary to retain these quota restrictions so as to 

"protect 11 certain American producers, but, it was felt that the 

imposition of this type of restriction would not exclude Canadian 

products from the American market and would give them very sub-

stantial benefits. Quota restrictions on the quantity of Douglas 

firs and western hemlock lumber which could enter at reduced 

rates, were entirely removed. 

The new agreement bound against increases in the schedule 

of 1936, articles from Canada which in 1937 had a value of trade 

: 22 of ~3,000,000. 

"The agreement binds continued free entry into the United 
' 

States of many articles, which together accounted for $203,000,000 

of imports from Canada in 1937. This total constitutes 85 per-

cent of the free imports from Canada in that year and 51 percent 

of the aggregate free and dutiable imports. Together, duty re-

ductions and guarantees of the continuance of previous customs 

treatments thus affect items which made up 83 percent of all our 

imports from Canada in 1937."23 

Of the sum total of commodities on which the United States 

either reduced the tariff schedule or bound the existing rates 

as set forth in the 1935 rates, 37 percent of the reductions as 

measured by value of imports from Canada in 1937, were on agri-

21. Ibia. 
22. Ibid. 
13. Ibid. 
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cultural items, and 63 percent were on non-agricultural products.24 

It is well worth noting at this point that a large per­

centage of the items which were not included in the schedule of 

the agreement, were products of a noncommercial nature, or com-

modit1es of which the other country was not the principal source 

of imports. 

General Nature of the Agreement. 

The basic provisions of the new agreement, were with few 

exceptions, duplicates of those set forth in the 1936 agreement. 

"The United States and Canada will grant each other unconditional 

and unrestricted most-favored-nation treatment in all matters con­

cerning customs duties and subsidiary charges of every kind.n25 

This provisions implies that each of the countries will extend to 

the other, immediately and without compensation, the most favor-

able treatment, including the lowest rates on customs duties, 

which it grants to any other nation, either in the for.m of trade 

agreements or otherwise, subject however to special trade ad-

vantages between the United States and Cuba, and Canada and the 

British Empire. The policy of most-favored-nation treatment is 

to apply not only as respects to customs duties, but also on 

such matters as restrictions and prohibitions on imports and ex-

ports, the allocation of ~port quotas, foreign purchases by 

Government controlled monopolies, and either countries awarding 

of public works contracts and in purchasing supplies from abroad.26 

Each country states that quantitative restrictions or pro-

24. Ibid. 
25. Trade Agreement Between the United States and Canada. 

Dept. of State No. 1255. 
26. Ibid. 
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hibitions upon imports from the other nation will not be imposed 

unless in conjunction with govermental measures or measures under 

governmental authority, "(a) operating to regulate or control the 

production, market supply, quality or price of the like article of 

domestic growth, production or manufacture; or (b) operating to 

increase the labor costs of production of the like article of 

domestic growth, production or manufacture.n27 Should either 

Government propose to alter the existing agreement by such a pro-

posal, that Government must submit a notice to that effect to the 

other, and shall, if so required,enter into consultation about the 

matter; if no solution is reached, should the action be under-

taken, the Government to whose products the regulations are directed 

shall have the right to terminate the agreement in its entirety. 

In respect to articles imported into the United States or 

Canada, on which ad valorem rates of duty, or duties based upon, 

or regulated in any manner by value, are or may be assessed, "the 

general principles on which dutiable value is determined in each 

of the importing countries on the day of the signature of this 

agreement shall not be altered so as to impair the value of any 

of the concessions provided for in this agreement.«28 

The agreement further contains the provision that either 

Government shall be permitted to enforce such measures as it 

sees fit under the following circumstances, (a) in relation to 

the import or export of gold or silver, (b) the tmport or export 

of military supplies, (c) to maintain neutrality or public safety, 

or, {d) if that country is engaged in war or hostilities; further­

more, there is to be no discrimination by either country against 

27. Ibid. 
28. Ib14. 
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articles the growth, production or manufacture af the other country, 

except with respect to discriminations or restrictions, (a) im­

posed for moral or humanitarian reasons, (b) proposed to protect 

human, animal or plant life or health, (c) relating to prison made 

goods; or (d) relating to the enforcement of police or revenue 

laws.29 

In the event of wide variations in the rates of exchange 

between the two countries, so as to substantially prejudice its 

industries and commerce, that country may propose a modification 

in the agreement so as to alleviate the situation, or in lieu of a 

successful settlement, to terminate this agreement on thirty days' 

written notice. 

Each country has the right to withdraw or modify any of the 

concessions it has granted, if, as the consequence of this con-

cession, a third country proves to be the beneficiary, and as a 

result imports of the article concerned increase to such an extent 

as to seriously threaten domestic producers. Should the govern-

ment propose to take such modifying or annulling action, notice 

must be given the other Government as to its proposed action, 

and the other Government shall have the opportunity within thirty 

days of the receipt of the notice, to confer with it in respect 

to the proposed change.30 

General Analysis of the Concessions Made by Canada. 

The effects of the wide scope of the concessions made to 

the United States by Canada will result in benefits to every 

29. Ibid. 
30. Ibid. 
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section of that former country. These concessions, including 

those which resulted from the 1936 agreement may be divided into 

the following groups: 

"(1) Duty reductions specifically listed in schedule I. 

(2) Duty reductions resulting from the provision that 

all United States goods shall enjoy the lowest rates 

now or hereafter paid by any non-British country. 

(3) The guaranty ("binding") of continued freedom from 

duty of numerous items named, and of the continu-

ance of the 1935 duties in the case of certain items. 

(4) Removal of the 3 percent special import tax on all 

items specifically listed in schedule I, including 

items free of regular duties. 

(5) Relief with respect to the Canadian system of arbi-

trary valuations. 

(6) Exemption from duty up to the amount of $100 on 

purchases made by returning residents of Canada. 

{7) Certain advantages to commercial travelers, and to 

Canadian transit trade passing through the United 

States as the result of the most-favored-nation pro­

vis1on."31 

Approximately one-half of the duty reductions listed in 

schedule I, in terms of 1937 imports from the United States, rep• 

resent new or increased concessions. There were comparatively few 

new bindings of free entry. Most of the negotiations pertaining 

to arbitrary valuations had been obtained under the 1936 agreement. 

31. The New Trade Agreement with Canada, Department of 
State, No. 1253. 
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The concessions with respect to groups 6 and 7, are not changes 

in their previous situation. Therefore, it is quite evident 

that only part of the concessions listed above, are exclusively 

results o£ the new agreement.32 

Canadian Reductions in Duty Under Schedule I. 

Schedule I of the 1936 agreement embodies those dutiable 

items, on which Canadian tariff rates of imports from the United 

States were reduced, "to a value of ~95,000,000 in Canadian 

imports from the United States in 1937."33 Under the new agree-

ment this schedule became more comprehensive. In addition to 

the advantage gained by the removal of the 3 percent import tax 

for a great volume of duty-free commodities, "the reductions in 

duties themselves, under schedule I of the 1938 agreement, as 

compared with 1935 rates, cover trade valued in 1937 at nearly 

$163,000,000."34 

As a further clarification of theeocpansion in the scope 

of schedule I, it is well to realize that in the case of many 

of the new items in schedule I, the rates had been lowered as 

a result of most-favored-nat1on treatment after the 1936 agreement, 

others received definite cuts in their rates; and in numerous 

other cases the rates remained unchanged. However, even this 

latter group may be considered to have gained from the new agree­

ment. As has been noted, the 3 percent tax had been removed and, 

in addition, the rates were bound against an increase. 11 The 

total 1937 value of the imports into Canada from the United 

- 32. Ibid. 
33. Ibid. 
34. Ibid. 
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States of articles listed in schedule I on which the duties had 

been reduced by the most-~avored-nation clause of the 1936 agree-

ment, the s~e rates now being bound against increase, was over 

"35 $36 1 000,000. The most important single item receiving such 

treatment is automobiles. Under the 1935 status the rates had 

ranged from 20 to 40 percent; under the most-favored-nation 

provision the rates were reduced to a uniform rate of 17i percent, 

and under the new agreement this was bound against an increase. 

Another factor in the widening of the scope of the new 

agreement was made possible by the modification in 1937 of the 

obligations of Canada with respect to tariff preferences for 

British products. 36 The Ottawa agreement with the United Kingdom 

placed certain restrictions on Canada as to tariff preferences 

she might extend to non-British nations. A revision in the agree­

ment in 1937 removed the trade preferences in over half of the 

items and Canada could extend to the United States terms as 

advantageous as those she extended to the United Kingdom. Many 

of these "bound margins of preference" still exist; however, 

in many cases the United Kingdom has relinquished a portion of 

the margin, permitting Canada to reduce duties which she £ormerly 

was unable to do. 

This narrowing of the "preference margin" as a result of 

the reductions in the rates of duty as described in schedule I, 

greatly strengthens the position of American producers and ex­

porters in competition w1th the United Kingdom in the Canadian 

market. 

35.Ibid. 
36. Ibid. 
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Not only has the new schedule I widened the scope of the 

1936 agreement, but, in addition, it provides for still further 

reductions of certain rates which had previously been lowered 

as a result of the first agreement of most-favored-nation treat-

ment. The further rate reductions effect commodities which the 

United States supplied to Canada in 1937 to a value of $63,500~ooo.37 

The entirely new reductions~ on products not incorporated in the 

1936 agreement had accounted for a trade in that year of $16,500,000. 38 

These two groups represented a trade valued at $80~000,000 in 1937. 

That group of commodities which retained the benefits which they 

had received in the 1936 agreement, with no further reductions, 

represented a trade value of 032,000,000 in 1937.39 

The remaining group of commodities, those which received 

new or further reductions on imports from the United States were 

numerous and distributed throughout the Canadian tariff. A'·few 

of the most important may be mentioned in passing •• 

Further or New Tariff Reductions on Agricultural Products.40 

The basic rate on fresh fruits which had been reduced from 

20 to 15 percent, was further cut to 10 percent. Fresh vege-

tables, previously benefiting by a reduction from 30 to 15 per­

cent under the 1936 agreement, likewise received a cut to 10 

percent. These two groups were subject to increases in the 

actual charges during the competitive season by "arbiDrary valua­

ations or dumping duties;" by the 1936 agreement these had be-

came less burdensome, and under the new agreement further simpli-

37. Ibid. 
38. Ibid. 
39. Ibid. 
40. Note. All figures mentioned in this section, unless 

otherwise indicated, are taken from the Canadian Government Publi­
cation showing a Tabular Statement of Tariff Changes. No. 71153-1. 
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fications are made. 

The 1936 agreement had provided free entry for or~nges 

during the ' months January to April; the new agreement added 

the month of December, and Canada reserved the right to extend 

free entry during May, June and July. 41 

Canned fruits, previously having had their rates reduced 

from five to four cents, received an additional one cent reduc-

tion. Rates on fruit juices, an important item, were reduced 

from 25 percent to 15 percent, dried fruits similarly received 

new concessions. The duty on corn, not otherwise provided for, 

formerly cut from 25 to 20 cents per bushel, now is set at 10 

cents. Grains and seeds received new or substantial reductions, 

as did flowers and foliage. Potatoes are granted free entry into 

Canada except for a six-weeks period, (June 15 to July 31 in­

clusive), when the rates are reduced from 75 cents to 37~ cents 

per lOO pounds. Meat products have benefitted by lower duties, 

or have maintained their benefits over the pre-1936 agreement per-

1od. Reductions were made in the rates on sea food items, 

especially canned shrimp, which had received a 40 to 27i percent 

cut and now gained a 15 percent rate. Eggs received a duty re­

duction of from 10 cents to 5 cents. Cereals, honey, candy, 

cigarettes, whiskey and barley malt are the remaining large items 

which benefitted by direct cuts in rates, or were recipients of 

new tariff concessions. 

Further or New Tariff Reductions on Non-Agricultural Products. 

Books and printed matter in most classes, were given re-

41. Ibid. 
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ductions in excess of those obtained under the 1936 agreement. 

Paper and paper manufactures were likewise given added conces­

sions. Wood pulp under the new agreement was bound free of duty. 

On the large group of chemicals, not produced in Canada, 

the rate was cut from 25 percent to 17~ percent; the group of 

chemicals made in Canada, previously benefitting fram a 25 to a 

22! percent reduction, were now given a 20 percent duty rate. 

Biological products retained their free status, as of the 1936 

agreement. Medical preparations, soaps and perfumes, and sur­

gical dressings, obtained new lower rates of duty. 

Cellulose and plastic products continued to have free 

entry or, as in the case of manufactures of pyroxylin plastics, 

became subject to a cut froma 32-l to a 27~ ~ercent rate. 

Paints, inks, and their ingredients obtained increased con­

cessions, a very important item, paints and colours, ground in 

spirits, had a duty reduction of from $1.25 to 85 cents per gallon. 

Clay, glass, stone, and cement products showed decreases 

in their duty schedule, particularly in building brick and pav­

ing brick, drain pipes, sewer pipes, and earthenware fittings, 

chemical stoneware,hand forms of porcelain, baths, bathtubs, manu­

factures of glass, high thermal shock resisting glassware, and 

bottles, flasks, phials, jars and balls. 

Turning to the field of metallic products, new or in­

creased concessions were experienced with respect to zinc manu­

factures, zinc slugs or discs, wire, single or several, aluminum 

and manufactures thereof, and products made of Britannia metal, 

nickel silver, gold or silver, or items which were to be used 1n 

clock manufacture. 
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With respect to the heavy products, iron and steel, again 

there were numerous concessions granted. Particularly in the 

classes of tinplate, bars and roda, rolled plates, sheets, coated 

with tin or other metals, hoop, band or strip steel, terneplate, 

iron and steel castings, forged golf club heads, steel tires, 

axles and axle bars, fittings and couplings, rust or acid resisting 

steel wire, woven or welded steel wire fencing, woven netting and 

chains were the reductions most noticeable. 

Prior to the 1936 agreement, a large group of miscellaneous 

machinery of a kind manufactured in Canada had a rate of 35%. As 

a consequence of this treaty, the rate was lowered to 25% and is 

maintained under the present schedule. Under the new agreement, 

machinery of a kind not manufactured in Canada, has a rate of 

10 percent, showing a 10 percent cut from the previous agreement. 

This latter group accounts for a trade of, roughly, $10,000 1 000 

annually.42 

Office equipment, including typewriters and parts, dictating, 

transcribing and cylinder shaving machines, bookkeeping, calculating, 

and invoicing machines, are beneficiaries under the new schedule, 

the latter group having a reduction ~ almost one-half of the 

1936 rate. 

Refrigerators, clothes wringers, and certain other house-

hold appliances had their rates lowered from 30 to 25 percent. 

Diesel engines (part of which enter free for use in vessels) 

obtained a similar rate revision. 

Important reductions and new concessions were made in the 

various items of electrical equipment, particularly electric light 

42. The New Trade Agreement with Canada, Department of State, 
No. 1253. 
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fixtures and appliances, electric head, side and tail lights, 

electric dynamos and generators, electric motors, and electrical 

apparatus and precision instruments. 

Transportation equipment was included in the new concessions, 

as may be witnessed in the case of aircraft. Prior to 1936 they 

bore a 27~ percent charge, then under the 1936 act this was lowered 

to 22t percent, now the rate is 20, 17~ and 15 percent. Motor­

cycles, locomotives and motor cars for railroads, were likewise 

recipients of further concessions. 

Rough lumber continues to enter the country duty free, 

but finished lumber, formerly being charged 25 percent, then re­

duced to 20 percent, is now 10 percent. Hardwood flooring and 

plywood obtained cuts of 2! and 7! percent respectively in their 

import schedules. The rate for shingles was lowered from 20 per­

cent, to make the item one of the many on the free list. 

Textile products had benefitted slightly from the most­

favored-nation treatment under the 1936 agreement, but, as a further 

stimulation to trade in these itemB, still further reductions in 

schedule I were made. These were most evident in cotton yarns, 

cotton thread, cotton woven fabrics, cotton bags, colored cotton 

goods, handkerchiefs, clothing and wearing apparel, coated or im­

pregnated fabrics, felt, splints, socks and stockings, silk and 

artificial silk clothing, Oriental and imitation Oriental rugs 

and carpets, linoleum, floor oilcloth and cork mattings. 

Many duty reductions were made on the different classes of 

leather goods, which had not been affected by the 1936 agreement. 

These supplementary reductions were made on belting leather and 
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sheepskin or lambskin leather (further finished than tanned), sole 

leather, genuine pig leathers, boots, shoes, slippers, leather 

garments, harness and saddlery, and other manufactures of leather. 

Rubber goods, including tires, hose, clothing, and packings 

obtained attractive considerations. 

Scientific, musical, and technical instruments, encompassing 

cameras, dental instruments, phonographs, records, brass band 

instruments, and numerous other products may be added to the list 

of recipients of concessions under schedule I. 

The final miscellaneous group of imports which will find 

their positions improved over that under the 1936 agreement in­

cludes trunks, valises, jewellery, buttons, cases, motion picture 

films, fertilizers, crayons of chalk, and other items. 

A major concession granted is stated in paragraph 711, the 

ncatch alln clause of the Canadian tariff, imports under which 

from the United States in 1937 were valued at nearly $4,500,000. 

The duty had already been reduced from 25 to 22! percent and now 

to 20 percent on the general item, with a 10 percent rate on 

several commodities excerpted from it. This paragraph, includes 

a considerable group of chemicals and in addition covers many 

other products.43 

Renewed Duty Reductions of the 1936 Agreement. 

A large group of important individual items retained the 

rates whiCh they had received under the 1936 agreement, either 

under schedule I or as a result of the most-favored-nation treatment. 

43. Ibid. 
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Of particular importance are those major articles such as agricul-

tural machinery, automobiles, miscellaneous machinery of a class 

or kind not manufactured in Canada, miscellaneous manufactures 

of iron and steel, copper or brass, electrical apparatus not other­

wise provided for, paper not otherwise provided for, miscellaneous 

wood manufactures, apparatus designed for cooking,or heating build­

ings (all types of fuel), and machinists', mechanics•, engineers', 

pDecision instruments, to mention only a few. 

As stated in the Trade Agreements Act, the United States 

cannot reduce any duty through a trade agreement by more than 50 

percent; however, there is no such restriction on the Canadian 

Government, and, in certain instances the rates under schedule I 

show rates having reductions in excess of 50 percent of the 1935 

rates. On the whole, however, it would be safe to say that the 

percentages by which Canada reduced her tariffs were, roughly, 

equivalent to the reductions made by the United States on her 

tariff schedule. 

Most-Favored-Nation Provision to be Continued. 

As has been previously mentioned, in addition to direct 

reductions in the rate schedule, the 1936 agreement provided for 

numerous rate cuts as a consequence of most-favored-nation treat­

ment on a very large number or American products. The provision 

provided that American exports should pay duty rates no higher 

than the lowest rates paid by any other country not in the British 

Empire. 

Before the 1936 agreement, Canada had a set of rate 

schedules which it extended to nati.ons of different classes. 
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American products were given the highest charge, a lower inter­

mediate rate was granted to most non-British countries, and the 

lowest rate was applied to British Empire commodities. In addition, 

through special agreements, certain non-British countries merited 

lower rates than those o~ the intermediate schedule. The 1936 

agreement gave to the United States the benefits o~ the inter­

mediate schedule and also any sub-intermediate rates made by Can­

ada through special arrangements with non-British nations. The 

new agreement continues the functioning o~ the most-favored-nation 

clause and the United States will continue to receive any re­

ductions o~ rate by Canada, exclusive of British preferential rates. 

"As a result of the most-~avored-nation provision o~ the 

1936 agreement, the United States obtained, at the outset, lower 

duties on products representing a trade in 1937 of about 

$114,000,000."44 Since these concessions, not being included in 

schedule I of the 1936 agreement, were not bound against increases, 

a ~ew o~ them have been raised. The effect has been, in general, 

to reduce the rates on a large volume of Canadian imports from the 

United States. 

Not only did this most-favored-nation treatment result in 

the removal o~ a very definite discrimination against American 

products in favor of other non-British countries, but of greater 

importance was the fact that the position of American producers 

was improved in competition with Canadian manufacturers of like 

products. Thus a definite step in the direction of anti-protec­

tionism was taken by the Canadian Government. 

The continuation of most-favored-nat1on treatment under 

the 1938 agreement could not, of course, result in reductions 
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equal to those under the 1936 agreement. The new schedule I 

included many items which had received benefits from most-favored-

nation treatment under the 1936 agreement. There remain however, 

hundreds of items in the Canadian duty schedule with respect to 

which the United States benefits directly by the most-favored-

nation clause,-·items on which the rates now being paid are lower 

than before 1936 solely by vlrtue of this provision. "The ~­

ports of this group from the United States in 1937 amounted to 

$79,000,000, in addition to the imports at reduced rates specified 

in schedule r.n45 

The majority of the concessions received as a result of 

the most-favored-nation provision of the 1936 agreement and which 

are now in effect are, .generally speaking, of minor importance 

in the immense volume of trade between the two countries. Certain 

individual commodities,however, are of major magnitude and include 

the following: advertising and printed matter; certain classes 

of gums; crude petroleum, certain major products of petroleum; 

bulbs for the manufacture of electric lamps; certain classes of 

steel sheets; miscellaneous forgings of iron and steel; tin cans; 

a widely varied list of parts for motor vehicles (by far the 

largest one item); radio apparatus; dressed furs; explosives; and 

parts of cash registers for further manufacture.46 

1938 Bindings of 1936 Duty Treatment. 

Free Items. -- Many imports from the United States which 

had~ prior to the 1936 agbeement, been on the C~nadian free list, 

were bound against increase by that treaty, and were again insured 

45. Ibid. 
46. Ibid. 
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under the new agreement against advanced duties. All of these 

duty free items lncluded under schedule I however, are relieved 

of the 3 percent import tax, which had formerly been placed on 

all free items. 

The most important products which had been bound under 

the first agreement and which are now rebound include, raw cotton; 

hides, furs, and skins; magazines, newspapers; rough lumber; 

tractors; biological products, and recovered rubber. 

The new bindings of free entry into Canada in the 1938 

agreement include commodities representing a trade in 1937 of 

$12,000,000.47 The major items included in this group are, 

pyroxylin plastics, petroleum, coke, sulphur, and bone pitch 

and resin. 

The total number of items bound free, including those 

which were rebound, accounts for an import trade into Canada from 

the United States in 1937 of $69,000 1 000. 48 Not included in this 

figure are certain items which had become free as the result af 

the 1936 agreement, and are now bound free in the new agreement. 

The free entry bindings into Canada quite naturally cover 

a smaller volume of trade than do similar bindings on products 

imported from Canada by the United States, since by nature of 

the products involved, these free items are less important in 

Canada's imports. 

Dutiable Items. -- With reference to 21 tariff items, of 

Which only 2 had been covered in the 1936 agreement, the Canadian 

duty rates existing in 1935, in most cases moderate, are bound 

47. Ibid. 
48. Ibid. 
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against an increase under the new agreement. Imports of these 

commodities into Canada from the United States in 1937 totaled 

~ 49 about ~48,000 1 000. 

Of maximum importance among these bindings of rates of 

duty as they had existed in 19351 were those pertaining to coal 

and coke, the imports of which from the United States into 

Canada in 1937 were valued at over ~3o,ooo,ooo.50 Other bound 

items of great importance are the iron and steel group; structural 

steel, sheet steel, wide steel plates and skelp for pipe manu-

facture. The listing of these items in schedule I carries with 

it the exemption of the product from the 3 percent excise tax, 

which, on items or low duty proper, would constitute a major 

portion of the charges for importation into Canada. As, for 

example, the case of anthracite coal, the duty on which, bound 

by the agreement against an increase, is 50 cents per ton (about 

10 per cent in ad valorem equivalent), the tax equals about 17 

cents per ton.51 

Three Percent Special Excise Tax Removed From Imports. 

The 1938 agreement provides that the three percent special 

excise tax will be removed on all imports into Canada under 

schedule I, whether dutiable or free. Schedule I covers 57 

percent of the total 1937 imports of Canada from the United 

States; thus, a provision of this kind represents a drastic re­

duction in the tariffs previously collected.52 

This special excise tax had been designed primarily for 

49. Ibid. 
50. Ibid. 
51. Ibid. 
52. Ibid. 
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revenue purposes rather than as a protectionist measure and was 

applied to imports from British as well as non-British countries. 

In April 1934, the rate on British goods was reduced to 1~ per-

cent, and in March 1935, it was removed entirely. Such action 

increased the preference margin which the British countries en-

joyed over United States and other non-British lands. 

"In the case of dutiable articles, the excise tax is com-

puted not on the dutiable value but on the duty-paid value. For 

example, if the rate of duty is 20 percent, the 3 percent tax 

amounts to 3.6 on the dutiable value, making a total charge of 

23.6 percent.n53 The combination of a reduction in duty plus 

the· exemption rrom the special excise tax has substantial benefits. 

"For example, if a 20 percent ad valorem duty is reduced to 15 

percent, the actual effect is to lessen the charges not by one­

rourth but by well over one-third (from 23.6 percent to 15 per­

cent.)."54 On goods which were on the free list, the exemption 

from this special tax, which had formerly represented a real 

trade barrier, should prove to be a stimulant to trade in those 

items. 

Interpretation of Arbitrary Valuatiohs. 

Prior to the 1936 agreement, a large proportion of the 

Canadian imports from the United States were subject to a system 

of "arbitrary valuations". Not only was the ad valorem rate of 

duty calculated on a higher basis, but the difference between the 

arbitrary value and the invoice value was added to the import 

charges, and termed, "dumping duty."55 

53. Ibid. 
54. Ibid. 
55. Ibid. 
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Included in the terms of the 1936 agreement were certain 

provisions which to a large extent alleviated the abuses under 

the then existent conditions. The arbitrary valuations and the 

dumping duties on a great number of commodities were entirely 

removed, and, on the important group of vegetables and fruits, 

they were reduced. 

The new agreement provided further reductions with respect 

to arbitrary valuations on vegetables and fruits, resulting in 

rates lower than those prior to, or expressed in the 1936 agree-

ment. Special mention is made of the amount by which the value 

for duty can exceed the invoice value, the period for which such 

valuations shall be effective, and the alternative that Canada 

may, after consultation with the United States, substitute a 

system of specific duties for the present arrangement.56 

Additional Retentions from the 1936 Agreement. 

It has in the past been customary for the United States 

to per.mit its residents who travel in foreign countries, to bring 

back to the States, free of duty, articles for their personal use 

up to the value of $100. Canadians traveling the United States 

or other countries had no such privilege, prior to 1936. As a 

result of the 1936 agreement, Canadian legislators introduced a 

practice essentially similar to that in effect in the United 

States, with the result that American merchants have gained an 

increased amount of trade which in 1937 exceeded $6,000,000.57 

Another interesting result of the most-favored-nation 

status resulting from the 1936 agreement was that American com-

56. New Trade Agreement between Canada and the United 
States. Dept. of State. No. 1255. 

57. The New Trade Agreement with Canada, Dept. of State. 
No. 1253. 
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mercial travelers were permitted to take samples into Canada under 

bond or deposit, assuring their return to the United States, whereas 

they had formerly been subject to full duty charges without a re­

fund. In addition, the products of any non-British nation shipped 

to Canada in transit through American ports have, as a result of 

this agreement, received as favorable treatment by the Canadian 

customs as if they had been landed directly at a Canadian port, 

a change of advantage to American transportation agencies.58 

These additional advantages will continue under the most-favored-

nation clause of the 1938 agreement. 

General Analysis of Concessions Made by the United States. 

The concessions granted to Canada by the United States 

under the new agreement, in return for the advantages secured 

for American agriculture and industry from Canada, may be divided 

into four classes, the latter two meaning no change in the 

American tariff schedule; 

"(1) Reductions in duties limited by quota provisions. 

(2) Reductions in duties not limited by quota provisions. 

(3) Bindings of certain existing duties against increase. 

(4) Bindings of existing free entry of certain imports."59 

Duties Limited by Quota Provisions. 

As expressed in the 1936 agreement, the duty reductions 

on certain products, mostly agricultural, were protected to a 

large measure by the use of import tariff quotas, the reduced 

rates applying only to definitely designated quantities; the im-

58. Ibid. 
59. Ibid. 
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ports in excess of this limit being subject to full rate charges. 

It was deemed necessary to apply such qualifications to aid domestic 

producers. The new agreement continues to retain the quota re­

strictions, but with some modifications. 

Among the items subjected to quotas under the 1936 agree­

ment, were cattle weighing 700 pounds or more each, calves, cream 

and certified seed potatoes. More liberal concessions have been 

granted these articles under the present treaty. On cattle, the 

duty was further reduced to 1~ cents per pound; in addition, the 

quota was raised from about 156,000 head to 225,000, with a 

limitation on the number which may be imported in any one quarter. 

Calves retained the same duty as under the former agreement, but, 

the quota was increased from 52,000 to 100,000 head. On cream, 

the quota, having never been filled, was unchanged, the rate, 

however, was reduced. In reference to certified seed potatoes, 

the quota was increased from 750,000 to 1,500,000 bushels, 

coupled with a further decrease in the duty rate.60 

In addition to these quota revisions, the 1938 agreement 

provides for reductions in duty, subject to quota limitations, 

on three articles not previously covered in the 1936 agreement. 

Table potatoe rates were cut to the maximum permitted by the statute 

and the agreement with Cuba, but these reduced rates apply only 

to a quota of 1,000,000 bushels, except in the event of a crop 

shortage in the United States, in which case the quota is in­

creased by the amount of the shortage. A 50 percent per gallon 

reduction was made in the case of milk, with the quota limit set 

60. Ibid. 
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at 3 1 000,000 gallons. The most important of the new quota-pro­

tected concessions is with reference to fillets of cod, haddock 

and related species of fish. A 25 percent reduction is evidenced, 

but this applies only to a quantity of fish not exceeding 15,000,000 

pounds, or 15 percent of the United States' consumption if the con­

sumption exceeds 100,000,000 pounds.61 

In certain instances, the quota limitations,as set forth 

in the 1936 agreement,were abandoned; among the items receiving 

such treatment were dairy cattle, Douglas fir and Western hem-

lock. Such action was probably due to the fact that the imports 

in these commodities had never approached the quota limits. 

These L~portant benefits which American lumber producers had ob­

tained in certain markets of the United Kingdom and British 

colonies were, of course, additional stimuli for the increased 

concessions in the lumber group. 

United States imports from Canada in 1937 of dutiable 

articles subject to quota limitations under the terms of the new 

agreement, were valued at about ~pl4,000,000 or 9 percent of the 

total dutiable imports from Canada.62 

The 1936 agreement had bound the continuec free entry of 

red cedar shingles, subject to an import limit over which figure 

these products were prohibited. The new agreement increased the 

basic quota and additionally permits the importation of shingles 

in excess of this li:·,~i tation, subject to import charges. 

Nepheline syenite, a substitute for feldspar, receives similar 

treatment. 

61. Ibid. 
62. Ibid.. 
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A total of nine tariff quotas are fixed in the new agree­

ment~ including free and dutiable items. The limitation an six 
r 

of these items is at a figure representing a small fraction of 

United States imports. The quotas for shingles, filleted fish~ 

and nepheline syenite are a good deal higher, but still are not 

high enough to effect domestic producers, even if the tariff 

quota is filled. All nine of the import restr1.ctions 

have been sufficiently reduced so as to grant Canadian pro-

ducers added advantages in the American market. 

In addition to the more specific regulations of the new 

agreement, there is the general clause, Art~cle X, Sect~on 2 (a) 

and (b) which would permit further restrictions on the volume of 

imports, should either country be desirous of undertaking to 

regulate production, supply, quality or price of a domestic article, 

or of adqpting measures operating to increase the labor costs of 

a domestic article. 

Reductions in Duty without Quota Provision. 

On articles not subject to quota restriction, the new agree-

ment,in keeping with its general policy, exhibits a further widen­

ing of its scope in duty reduct~ons. As was witnessed in the 

paragraphs preceed1ng the present ones, the majority of United 

States imports from Canada, whether subject to quota restriction 

or not, w111 receive lower rates than those in 1935. 

The duty reductions 1n that group of itmes which are not 

subject to quota limitations, may be segregated into four distinct 

groups which are shown below with their value of imports to the 

United States from Canada in 1937: 
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"Rates already reduced by the 1936 agreement repeated 

without change in the new agreement (imports, $.47,000,000). 

This group includes two items, dairy cows and certmn 

lumber (value of imports, $3,000,000), the concessions 

on which have been lib~.ralized by dropping the former 

quota limitations. 

'~ates reduced by the 1936 agreement and further reduced 

in the new agreement (imports, $8,000,000). 

"Rates on certain feedstuffs which were bound against in-

crease by the 1936 agreement and which are now reduced 

(imports, $7,000,000). 

"Rate reductions on articles not covered in the previous 

agreement (imports, ~·44,000,000) .rr63 

The latter three groups represent concessions in excess <of 

those of the 1936 agreement. From their total we witness a figure 

of f59,000,000 as the value of this group. Adding to this the 

value of about $47,000,000 for renewed concessions without rate 

changes, and approximately ~~14,000,000 for items having quota re-

strictions but recelv1ng rate reductions, we arrive at a grand 

total of $121,000,000.64 This final figure represents the aggre-

gate value of all imports entering the United States from Canada, 

which were recipients of more favorable rate treatment than in 

1935. 

A study of the tariff changes resulting from the new agree-

ment as compared with tt1ose of 1935, results in the observation 

63. Ibid. 
64. Ibid. 
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that the range of duty reductions varies between 10 percent up 

to the maximum of 50 percent as dictated in the terms of the 

Trade Agreements Act. The 50 percent reductions are seen in a 

large number of articles, motorboats, cast iron andirons, birch 

and maple veneers, etc., but these are mainly products in which 

the import volume is comparatively small. A large number of 

item~ including agricultural, sea and mine products which are of 

major importance, received concessions of from 16 2/3 to 25 per­

cent of their 1935 import charges.65 

New or Increased Concessions. 

With the exception of those commodities which are subject 

to quota treatment and which we have already mentioned, the fol­

lowing show fUrther duty reductions resulting from concessions 

in excess to those granted b:r the 1936 agreement, or rate re-

ductions on products not considered in previous agreements. 

Agricultural Products. 

The rate for maple sugar, formerly reduced from 6 to 4 

cents per pound, is now 3 cents per pound. Maple syrup is now 

subject to ~ 2 cent rate as compared with the former 4 cent 

charge. Swine receive a 50 percent concession in their tariff 

treatment. Cattle in the different weight classes benefit by 

continued low rates or, in the n.s.p. class, they merit a tariff 

cut. Bacons, nams, animal livers, kidneys, tongues, etc., re-

ceive, in addition, beneficial treatment under the new agreement. 

Whole milk obtained a 50 percent reductio~ as did dried butter-

65. Note. All figures mentioned in this section, unless 
otherwise 1nd1cated, are taken from the same source as indicated 
1n footnotes 40 and 41. 
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milk. Fresh or sour cream and Cheddar cheese in like fashion 

received large concessions in their rate schedules. Chicken 

eggs represent a new concession and the rate has been reduced 

from 10 to 5 cents per·dozen. Horses in both valuation classes 

obtained increased benefits by the 1938 agreement. Further 

cuts may be seen in the rates on barley, buckwheat, oats, oat-
~ 

meal, rye, ryemalt, wheat, bran, hulls of grain, mixed feeds, 

cereals, berries, cider, cut flowers, some classes of grass 

seeds, beets, certain types,of potatoes, carrots, radishes, hay 

and straw. Many of the reductions in this latter group were as 

great as 50 percent of the former charges and the remainder closely 

approached this figure. 

Fishery Products. 

On items pertaining to the fishing industry and itsproducts, 

again there are numerous evidences of favorable revisions in the 

tariff schedules. The class of fish (fresh or frozen, whole, be­

headed or eviscerated or both, but not further advanced) included 

rate cuts of 33 1/3 percent on saLmon, 50 percent on fresh mackerel, 

25 percent on fresh water fish (added in new agreement), 50 per-

cent on shad and sturgeon, and 25 percent on cod, haddock, hake, 

pollock and cusk (without fins removed). On the fish group 

which are dressed in a more advanced stage, a sizeable rate re-

duction is granted in addition to provisions under which the cquota 

1~1ts may be increased. Fish, plckled or salted, received tariff 

charge cuts on every item with the exception of mackerel, which 

retained its former status. The remaining group of fishery 

products, fish, smoked or kippered,obtained the most noticeable 
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concessions on sa~on; cod, haddock, hake, pollock, and cusk (in 

both stages of preparation); and this latter group in the n.s.p. 

classification. 

Metal Products. 

The most important of the new reductions were on zinc in 

blocks, pigs, or slabs (from 1 3/4 to 1 2/5 cents per pound,) 

nlckel and its alloys (from 3 to 2~ cents per pound), cadmium 

(from 15 to 7~ cents per pound), aluminum (from 4 to 3 cents per 

pound), and zinc ores (from 1~ to 1 1/5 cents per pound of zinc 

content). Other appreciable benefits were granted in items of 

ferrosilicon, boron carbide, hollow bars and hollow drill steel, 

woven wire cloth, axles and parts thereof, cast-iron andirons, 

plates, etc.; iron or steel chains, electrical washing machines 

and parts n.s.p.,electrical cooking stoves and parts n.s.p., and 

motor boats. 

Wood Products. 

Wood and wood products received only minor new concessions, 

the largest reductions being made on those items in which there 

was the least value in trade. Most of the major items retained 

the rates which they had been granted in the 1935 agreement. 

Chemical Products. 

Under the new chemical schedule, new··concessions were made 

with respect to acetic acid (both classes by weight), fir or 

Canada balsam, crude calcium acetate, shark oil and shark liver 

oil, tax, black pigments (alltypes) and salt (various types of 

packing). Similar concessions were made on items such as fire 

brlck n.s.p., brick n.s.p., lime n.s.p., hydrated lime, cement 
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n.s.p., bentonite (wrought or unwrought), crude feldspar, phlogopite 

mica, talc, steatite or soapstone, ground feldspar, ground nepheline 

syenite, stone n.s.p. and dead burned refractory material with a 

15 percent or more lime content. 

Paper Products. 

Uncoated book or printing paper received a reduction from 

1/4 cent per pound plus 10 percent to 1/5 cent per pound plus 5 

percent. Tissue paper,of lighter and heavier type, obtained con­

cessions of from 6 cents per pound plus 20 percent to 3 cents per 

pound and 10 percent, and 5 cents per pound plus 15 percent to 2~ 

cents per pound and 7~ percent, respectively. Crepe paper, valued 

at not more than 12~ cents l-.:·er pound also benefi tted by a 50 per­

cent rate reduction. Hanging paper, not printed, had its rate 

lowered from 10 percent to ?~ percent. Tourist literature of 

all types, includine drawings, engravings, etchings, timetables, 

historical or geographical information, etc., had their rates 

marked down from 25 to 12~ percent or from 15 to 7~ percent. 

Miscellaneous Products. 

The most important ind1v1dual concession among the miscel­

laneous items is that on silver or black fox furs, n.s.p., in 

which the rate was lowered from 50 to 37~ percent ad valorem. 

Other important reductions include, patent leather (fro1n 10 per­

cent to 7~ percent), leather skating boots and shoes (from 30 

to 15 percent), leather gloves (from 25 to 15 percent), special 

rubber hose or tubing (from 25 to 12i percent),waste n.s.p. (from 

10 to 7! percent ), and Evergreen Christmas trees (from 10 to 5 

percent). 
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Renewal of Duty Reductions as Provided For in the 1936 Agreement. 

Of prime importance among the items included under the 

above heading is whiskey {imports from Canada in 1937 over 

~21,000,000). 66 The rate of ~2.50 per proof gallon as set by the 

1936 agreement was retained, but this rate itself was a 50 per­

cent reduction from the charge which existed prior to that arrange-

ment. Among the other items which continued at their former rates 

and which are not subject to quota regulations are the following: 

chemicals (vinyl acetate, synthetic resins, cobalt oxide, crude 

sperm oil, cedar leaf oil, crude lLmestone), metal products -­

(spiegeleisen, ferromanganese containing not less than 4 percent 

carbon, ferrochrome containing 3 percent or more carbon, ferroti-

tanium, ferrovanadium, ferrouranium and cast iron fittings for 

cast iron pipe), wooden products-- (Douglas fir and Western hem-

lock, l~orthern plne, Norway pine, Western white spruce, certain 

species of hard and soft woods n.s.p., and maple flooring), agricul­

tural products -~ (certain classes of cattle, skimmed milk, butter-

milk, live birds, dead birds, barley malt, hulled oats, green or 

ripe apples, strawberries, cherries, certain grass seeds and other 

forage crop seeds, green peas, turnips and rutabagas), fishery 

products (certain classes of fish in various stages of prepara-

tion for marketing, and razor clams), paper products --(pulpboard 

in rolls for wallboard, processed or not processed), miscellaneous 

products -- (lacrosse sticks, ice skates. and parts and harness ar 

saddlery leather, bovine). 

66. The New Trade Agreement with Canada, Department of 
State, No. 1253. 
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Binding Against Increase of Duties As They Existed Prior to the 
1936 Agreement. 

Schedule II of the 1938 agreement binds against increases 

certain duties as they existed prior to the 1936 schedules. In­

cluded in this list are the items or spiegeleisen containing more 

than 1 percent carbon, skirnmed milk, barley malt, pickled or 

salted mackerel, ~nd cod, haddock, hake, pollock, or cusk) with 

fins removed. The rates on spiegeleisen and pickled and salted 

mackerel wasalready quite low. Canada is not the principal source 

of malt imports by the United States, the binding having been 

related to a reduction of the Canadian rate on malt to the same 

level.67 

Binding of Free Entry into the United States. 

In addition to all of the aforementioned concessions# the 

United States pledged continued free entry on most of the major 

free articles, of which Canada is the chief source of supply. 

Noticeable by their absence from the 1936 agreement were three 

kinds of wood pulp, of which Canada was an important, though 

not the sole supplier, which had already been bound free in 1935 

by the agreement with Sweden. The 1938 agreement, besides con­

tinuing all of the "free bindings" of the 1936 agreement, grants 

Canada free entry of all kinds of wood pulp, and adds numerous 

new concessions on certain other less important commodities. 

Among the most important of these items may be mentioned, 

firstly,those articles bound on the free list in the agreement 

effectlve January 1, 1936, which are continued bound in tt1e new 

agreement. This list includes, sulphuric acid, agricultural 

67. Ibid. 
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implements, unmanufactured asbestos~ lime nitrogen, cobalt and 

cobalt ore, sodium cyanide, crude artificial abrasives, undressed 

furs, wood pulp, nickel ore, plaster rock, sea herring or smelts, 

shingles of wood, lobsters, clams, oysters, crabs, scallops, 

standard newsprint, pulpwood, posts,ties, pickets, palings, hoops 

and staves of wood. 

A second group contains articles bound on the free list, 

not previously bound to Canada. Included in this group are certain 

classes of agricultural implements not mentioned in the preceding 

paragraph, livestock imported for breeding purposes, all drugs 

of animal origin, undressed furs of skunk, otter, lynx and fisher, 

cattle-body or horse-body hair, wood pulp (the classes with duty­

free status bound in the Swedish agreement, effective August 5 1 

1935), certain minerals and gases, radium and radium salts, 

selenium and se1en1um salts, and sand and stone. The imports from 

Canada in 1937 of all articles bound free by the new agreement, 

amounted to ~203,000,000, or 85 percent of all free imports of the 

United States from that country.68 That the continuation of this 

most liberal policy is of considerable value to Canada has been 

evidenced by the reciprocally generous treatment given to the 

United States in Sche-~l_ule I of the agreement. 

Effects of the Concessions on the Trade with Other Countries. 

Canada was the principal source of products on which the 

United States reduced tar1ff duties in the 1936 agreement, with 

the exception of a single item, and therefore it was to be expected 

that Canada would be the predominant benefactor from that and the 

68. Ibid. 
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new agreement. Similarly, the United States was the major pro-

ducer of the commodities on which the Canadian Government granted 

concessions in the same agreements and it should likewise be the 

outstanding recipient of trade benefits. The exception to this 

statement was in the case of whiskey, in which it was felt that 

the United Kingdom would share the American market with Canada. 

A trade agreement has now been concluded wit~ the United Kingdom, 

which provides a direct concess~on to that country on whiskey, 

a concession which played an important part in securing valua­

ble concessions for a number of American products.69 Under the 

new agreement, the articles on which tariffs are set lower than 

were in existance in 1935, had a value in 1937 of $99,000,000 

(exclusive of whiskey). The imports on these articles from other 

countries in that year amounted to ~23,000,000. For whiskey the 

corresponding values of trade were ~21,000,000 and $54,000,000. 70 

The effects of the liberal attitude taken by Canada in 

constructing her tariff schedule with respect to the United States, 

will be reflected in all lines of endeavor in that country, whether 

agricultural or industrial, and the whole economic system of the 

United States will bebenefitted. 

69. Ibid. 
70. Ibid. 
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CHAPTER IV 

ANALYSIS OF THE PRINCIPAL CONCESSIONS 
RECEIVED BY THE UNITED STATES! 

Trade benefits were extended under the new agreement to many of 

the most important farm products of the United ~tates, including 

cotton; fruits and vegetables, meats, and grains and .srain products. 

Numerous industrial articles, which are important American manufact-

ures, received the advanta6es of increased markets as a result of 

this arrangement. In aa~ition, almoft all tJ~es of machinery, chem-

icals, tdxtiles, paper and printed matter, mineral products, and 

metal products, either maintained their forrn.er status or were fur-

ther aided in the Canadian market by new duty reductions. 

An a.ttempt will be rrade in this section to analyze more specif­

ically the concessions ~ained by the United States under the 1938 

agreement and the possible effects of these concessions on the pro-

ducers of these various articles. The concessions are grouped ac-

carding to the type of product, and also according to the type of 

concessions themselves. schedule I of the agreement encompasses 

all of these considerations and the discussion i6 based upon mater-

ial as stated in that section of the text. 

Agricultural Products 

The new agreement e;rants concessions, including bindings and 

reductions of former rates, by Canada,on a2'ricultural products from 

the United States w..l1ich were imported from that country in 1937 

l.Note - All figures on trade values shown in this section are 
taken from "The New Trade Agreement with Canada", Department of 
state No. 1253., and the tariff rates are taken from "Tabular state­
ment of Tariff Changes resulting from the Canada-United States Trade 
Agreement Signed at Washington on the 17th of November, 1938", Cana­
dian Government Publication, No. 71153-1. 
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to a value of ~1:47 ,000,000. This is approximately 9/10 of all of 

canada's imports of agricultural products from the United States. 

The concessions took the form of products which had received most­

favored-nation treatment under the 1936 agreement, and which were 

to continue their advantage gained from this clause, and also pro­

ducts specified in the new schedule I. With few exceptions this 

schedule shows a lowering of the rates in eff0ct in 1935, and in 

other cases a lowerin£.; of the rates in effect in 1938. 

The agricultural concessions covered in Schedule I had an im­

port value in 1937 of ~43,000,000. About 42percent of that fi[Ure 

represents concessions more favorable than those in effect in 1935. 

56 percent of the dutiable imports entering Canada from the United 

States are affected by this treatment. 

Products on the free list of Canada under Schedule I had a 

trade value in 1937 of about 4:21,000,000, and included such items 

as lemons and raw cotton. Articles which had their duties bound 

against an increase had an import value in 1937 of ~r;4,000,000. The 

removal of the 3 percent special excise tax is an added concession 

on both of these types of imports. 

The Canadian agricultural imports from the United States in 

1935 had an approximate value of ~;3:2,000,000. vlhen the 1937 figures 

for the same items are compared with those of 1935, a gain of almost 

50 percent can be seen which indicates the effectiveness of tariff 

reduction. 

Raw cotton is the lare;est single ag~lcultural item produced 

by the United States, which is imported by Canada, and it is the 

largest item in the list of agricultural concessions eiven by 
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Canada. Canada i1:ports nearly all of her cotton from the Jnited 

States and Canada ranl:s high as a market for American cotton. The 

free list bindi~g and the re~oval of the special 3 percent tax, 

represents a major concess~on on this commodity. 

',;/ith reference to dutiable products, vegetables and fresh 

fruits as a group comprise the cnief recip~ents of concessions 

under Schedule I of the new ~6reement. The tariff schedule has 

been favorably modified on these articles, and on meats and poultry, 

eggs, graj_ns a~d grain products, seeds, flo,.vers, nut trees, canned 

or prepared ve3etables, dried fruits, canned fruits, nuts and honey. 

A large number of American agricultural products benefit fav­

orably by the continuation of the :11ost-favored-nation rates se­

cured under the 1936 agreement. A:3 a· res _,_lt of this type of treat­

ment, rates lower than those prevailing in 1935 were assured on 

products having an import value i!l 1937 of a_r=.proximately ;~4,000,000. 

Amonz the most important of these comrnocities, with their 1937 

import values, are wheat <~~)1,293,000), hay {::~267,000), wheat flour 

( $215,000); corn flour and hominy { :;p219 ,000), shelled almonds and 

walnuts ($192,000); dried peas ($142,000). 

Fresh Fruits and Vegetables. 

Canadian imports of fresh fruits and ~egetables from the 

United States had a value, in 1937, of ;~;17,000,000. New reductions 

were made in the 1938 agreement which reduced the rates on ~~14,500,-

000 worth of that trade, or approximately 80 percent of the tot~ 

value of all agricultural items on which duty reductions were made 

under the new agreement. The Canadian concessions with reference 

to fresh fruits and vegetables may be divided into four primary;. 



- 82 -

groups - (1) duty rate reductions; (2) reductions in the amounts 

of the advanced valuation2 for calculating regular and special 

duties, in most cases applicable only in the seasons when Cana­

dian fruits and vegetables are on the market or are coming on to 

it; (3) limiting or reducing the period during which advanced 

valuations may be applied; and (4) the removal of the 3 percent 

special excise tax. 

Reductions of In-Season Import Charges. - Reductions o1· the 

in-season import charges represents the major concession on tnis 

group of commodities. The total charged is the rate in cents per 

pound resulting from an application of the levies listed under 

{1), (2), and (4) above. These charges as set forth in the new 

abreernent, indicate large and v&ried reductions below the rates 

as stipulated in the 1936 agreement. 

The most important of the items which is subject to advanced 

valuation is pears, the 1937 Canadian imports having a value of 

nearly $500,000. The new agreement provides for an in-season 

charge of 1.4 cents per pound as contrasted with the 2.2 cent 

rate in 1935. Strawberries, valued in imports at over ~~400,000 

in 1937, have a new charge of 2.4 cents as compared with the for­

mer 3.9. On apples, with an import value of ~,·250,000, the rate 

is lowered from 1.8 to 1.3 cents. With reference to this parti­

cular item, although the actual rate lowering was small, the 

canadian agreement which will lower the margin of duty preference 

of Canadian apples on the British market is of substantial benefit 

to American growers and shippers. New~otal charges on various 

other fruits, followed by their 1905 rates in parentheses are: 
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apricots, 2 cents per pound (3.4); cherries, 4 cents (7.8); 

peaches, 1.8 cents (2.7); fresh prunes and plums, 1.2 (1.8); 

raspberries and loganberries, 2.9 cents {5.5); cantaloupes, 1.6 

cents ( 4. 9) • 

Lettuce and celery imports which ware valued in 1937 at 

$920,000 and ~544,000, respectively, both have a total seasonal 

charge under the new a::)reement of 1.1 cents per pound as against 

1.9 in 1935. Cabbabe (:;;38~,000) c.tnC: carrots (~;375,000) had their 

char5es lowered from 3 and 3.2 cents, to 0.9 and 1 cent respectively. 

New in-season rates on other vegetables, with the 1935 charges in 

parentheses, are as follows: onions, except sets and green onions, 

0.9 cents per pound (1.4); mushrooms, 4.7 cents (15.2); asparagus, 

5 cents (9.4); green beans, 1.9 cents (4.4); brusselssprouts, 0.2 

cents (2.0); beets, 1.2 cents (2.7); cauliflower, 1.8 cents (4.8}; 

cucumbers, 2.4 cents (4.9); green peas, 2.6 cents (4.7); rhubarb, 

1.2 cents (2.7); spinach, 0.2 cents (2.2). 

Under the new agreement, a basic duty of 10 percent was 

adopted for nearly all fresh fruits and vegetables now subject to 

ad valorem duty treatment. Most of thes3 items bore a 15 percent 

charge in 1936. Before this date, the fruit items which now have 

a 10 percent rate were Charged 20 percent, while vegetables were 

charged 30 percent. The basic factor in the computation of in­

season total charges is the ad valorem duty. Therefore, on the 

higher-priced items, the new rates represent valuable concessions. 

Moreover, since the 3 percent special excise tax has been removed, 

the duty is the actual charge on imports in the non-competitive 

seasons. 
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Apricots, peaches, pears, and plu1ns or fresh prunes, have the 

new 10 percent rate applied for from 7 to 9 months of each year, 

with the former 15 percent charge being in effect the remainder of 

the time. The "low-rate" periods cover almost all of the .American 

exports to Canada in these lines and therefore the partial increase 

cannot be thou~ht of as restrictive. Applies retain the same 15 

percent duty which they had in 1936, as compared with the 20 percent 

rate prior to that date. 

In the class of fruits not subject to advanced valuation, 

grapes are the item which received the major concession. ~tie 1937 

import value on this cornnodity vas almost wl,OOO,OOO. As provided 

by the new agreement, for the ~~er iod from July to January, the 1936 

rate of 1.5 cents per pound is reduced to 1 cent per pound. The 

rate prior to 1936 had been 2 cents. It is estimated tha~ in the 

July-January period, 75 percent of the annual imports of grapes by 

Canada from the United States are made. On honeydews and similar 

melons, the 1937 import galue of which was about ~ ... 148,000, the new 

agreement rate is 2 cents, the 1936 rate having been 2.5 cents and 

the 1935 rate, 3 cents. 

Of the 1937 Canadian imports of fresh fruits, which had a tot-

i" & al value of approxima.tely ·+!-13,000,000, <W9,000,000 of this figure 

represents commodities of the citrus fruit class. The new agreement 

binds the present seasonal charges on oranges (~?6,800,000) at 35 

cents per cubic foot, the year around rate on grapefruit (~1,300,000) 

at 0.5 cents per pound; and in addition binds lemons (~,1,000,000) on 

the free list. The ~riod for the free entry of oranges has been 

extended to cover the months of December to April, Canada reserving 
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the right to substitute January to July as the free period when 

certain relations with other British nations permit such action. 

'1.1lle 1936 acreement permitted free entry of' oranges from January 

to .April, prior to this agreement the:ee was no free period. .Again 

the removal of the 3 nercent special excise tax looms as a signi­

ficant concession on these free~ist products. 

Tomatoes, which were second only to lettuce on the list of 

Canadian vegetable imports from the United States, received under 

the new agreement, a new 10 percent duty in addition to an all 

year specific rate of not less than 1~ cents per pound. The 1936 

agreement had a 15 percent charge with a 2 cent minimum, and the 

1935 rate was 30 percent with a 2 cent mi:::1i::nUHJ.. Onions (other 

than onion sets or shallots) are the other important exc0ption 

to the new 10 percent duty charge for fresh vetetables; this com­

modity still maintains the 30 percent rate which it had prior to 

the 1936 agreement. Bindin;s on the free list by the new aEree­

ment, include such items as whitloof or endive, eggplant, arti­

chokes, horseradish, and okra. 

Seasonal Advanced Valuations. - The second important conces­

sion granted by Canada on fresh fruits and vegetables, was the 

reduction in rates of seasonal advanced valuations, in per pound 

charges. Advanced valuation is the method employed by the Cana­

dian government to provide seasonal protection for Canadian pro­

ducers of 10 fruit, and 16 vegetable products, especially 1during 

the summer season. Seasonal advanced valuation is the basie con­

sideration in the seasonal total charge to which we have referred 

before. A general reduction of 20 percent in advanced valuations 
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on commodities which had an import value in 1937 of ~4,000,000 was 

effected by the 1936 agreement. Unilateral agreements made subse­

quent to this agreement accounted for the additional reductions. 

The advanced valuations on a~icots and cherries were reduced 

from 1.6 and 4 cents ::~er pound as under the 1936 a~reement, to 1.5 

and 3 cents per pound respectively. Cantaloupes pay 1~ cents per 

pound as compared with the 1936 rate of 3.2 cents. Pears, plums, 

and prunes continue at the 1 cent rate per pound, the rate shown 

in the 1936 schedule, but this charge is a 20 percent reduction 

from the 1935 duty. Peaches, strawberries, and apples retain the 

same advanced valuations which were set forth in the 1936 agreement, 

of 1.4, 1.6, and 0.8 cents per pound respectively. 

In the line of vegetables, advanced valuations on green onions 

and spinach, which were formerly 3.2 and 1 cent respectively, were 

eliminated from the schedule by the new a~reement. Similar treat­

ment was given to brusse~.sprouts and tor~toes. Five items in­

cluding watercress, whit1oof or endive, ~'~·;reen peppers, radishes, 

artichokes and in addition the important vegetables n. o. p. -

class, continue to be bound against advanced valuations as they 

were in the 1936 a~reement. some of the new advanced valuations 

on other ve6etable items are as follows (the 1936 rates already 

representing 20 percent reductions from 1935 charges are in paren­

theses); onions, except sets and shallots, 0.5 cents per pound (0.6); 

fresh mushrooms, 2 cents (4}; asparagus, 4 cents (4.4); green 

beans, 1.5 cents (2}; cabbage, 0.8 cents (1); carro~s, 0.8 cents 

(1.5); beets, 1 cent (1); cauliflower, 1.5 (2); celery, 0.8 cents 

(0.8); cucumbers, 2 cants (2.8); lettuce, 0.8 cents (0.8); green 
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peas, 2 cents (2); rhubarb, 1 cent (1.6). 

Reduced Periods for Seasonal Duties - The third portion of the 

Canadian concessions granted under the new agreement comprised those 

ite~ for which there was a shortening in the season for the appli­

cation of the seasonal advanced valuations. The seasonal periods 

had existed since 1933, and a definite trend had been shown towards 

a reduction in their length. However, the idea of setting a period 

of time in advance or subject to certain limitations was an entirely 

novel feature embodied in the new agreement. These periods as set 

forth in Schedule I, are for a specific period of time, each year, 

for any portion of Canada to which they may be directed. Canada 

has the power to designate the actual dates on -~,-~-hich the restrictions 

will apply, with reference to the seasonal produce developments. 

'Nith respect to two fruit items (apples and apricots} and three vege­

tables (onions, mushrooms, and rhubarb), Canada also reserves the 

right of unli:uted application during the entire year. All other 

item$ are benefitted by extensions in the time during which the only 

import charge on fruits ~nd veretables of this class is the new 10 

percent duty. 

On fruit items, the list of -valuation periods, in number of 

weeks, is as follows: (the numbers in parentheses represent the 

average number of weeks each valuation was in effect during the 

period 1933-1937); cherries, 7 (8); peaches, 9 (10); pears, 15 (22); 

plumB, 10 (11); prunes, fresh, 8 (9}; strawberries, raspberries, 

and loganberries, 6 (8); c~ntaloupes, 8 (9). 

For vegetable products, on three itams (cabbage, carrots, anm 

beets) a maximum advanced-valuation period of 26 weeks has been 
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established. Prior to the new a~reement, that is during the 1933-

1937 period, the average valuation periods for these products were, 

cabbage, 35 weeks; and 33 weeks for both carrots and beets. Be­

cause of the brevity of the period which is now in effect, Canada 

reserves the ri6ht to divide the application period for any of these 

three items into two parts, the sum of these parts not to be in ex­

cess of 26 weeks. Asparagus now has a 10 week valuation period as 

compared with the previous average 8 week season. Other new valua­

tion periods, with the 1933-1937 average periods in parentheses are: 

green beans, 14 {16); cauliflower, 20 (23); celery, 26· (31); cucum­

bers, 20 (21); lettuce, 18 (22); green peas, 12 (17). 

The seasonable nature of the competition between canada and 

the United States in perishable fresh fruits and vegetables makes 

the development of a satisfactory tariff schedule most difficult. 

However, even in the lisht of the practical difficulties of this 

system, it is believed to be the most workable and plausible m.ethod 

of providing se~sonal protection for certain products. Provisions 

have been made to protect American interests~ should Canada decide 

to amend their present policy of valuation. 

Potatoes. 

The concessions granted by Canada on white potatoes are of 

definite value to American potato producers, especially those who 

have early crops Canada now permits the free entry of all types of 

United States potatoes throughout the year, except for the period 

from June 15 to July 31 inclusive, when the duty will be 37.5 cents 

per 100 pounds. Under the 1936 agreement the i~port rate on pota­

toes going into canada had been as high as that set by the United 
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States on similar products, or more pracisely 75 cents per lOO 

pounds. Fornerly, when rates ·::ere lowt,:;r, Canadian imports of 

potatoes from the United States were valued at up to $1,000,000 

annually. The 1937 fit;ure was ~~~02,000. Sweet potatoes continue 

to be on the list of free entry, the 1937 import value for this 

iten1 being ~ltx~,ooo. 

Dried and Canned Fruits and Vegetables. 

Important conces~ions were e:;ranted in the group of dried and 

canned fruit~ and vegetables, including juices. The 1937 trade 

value of these products was valued at $2,100,000 against ~;1,500,000 

in 1935. The 1929 figure when low tariffs and preferences existed, 

coupled with smaller quantities of fruits and vegetables being 

raised in Canad~was ~7,000,000. It is hoped thai action such as 

is exemplified in the 1938 agreement will result in a ~rade re­

covery which will someday again approach that fie;ure. 

Concessions granted on dried fruits and vee;etables affect 

imports to Canada, which were valued in 1937 at $1,300,000. 

$1,200,000 of this figure is represented by the bindi0gs of the 

present rate of 1 cent per pound on prunes and of 22~ percent on 

apricots, nectarines, pears and peaches. Increases in the volume 

of trade had been evidenced at the conclusion of the first agree­

ment with Canada; the new acreements binding of these rates should 

continue this favorable consequence. Dried vegetables now have a 

charge of 22~ percent, as compared with the 30 percent rate in 1935. 

canned fruit duty reductfona will influence commodities, the 

lmport value of which in 1937 was ~123,000. The present rate on 

several of these products, with the 1935 rate in parentheses, are: 
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Peaches, 3~ cents per pound (.~,); apricots and pears, 3 cents (5); 

pineapples, 3 cents (f); fruit n. o. p., 3 cents (5). In canned 

fruits, as in dried fruits, certain commitments to other British 

Empire Countries prevent still further reductions on these items. 

Concessions have also been secured on a large volume of trade 

in canned vegetables, canadian imports from the Uni~ed States in 

this trade being valued, in 1937, at ~0,000. A nev.- rate of 1~ 

cents per pound replaces the 3 cent c.r:1ar0 e of 1905, on canned 

baked beans, corn and peas. Similarly, a new rate of ~0 percent 

for canned vegetables n. o. p. takr3s the place of the 27~ percent 

charge of the 1936 a~reem.ent. 

Livestock and Livestock Products. 

Import char6es lower than those in effect in 1935 were made 

on products of this group, which in 1937 had a total value of 

$336,000. Therates on a large number of these items had been 

lowered by the 1936 agreement, but for the most part, these con­

cessions were not, at that time, bound against increases. Some of 

the new additions to the new concession group obtained similar rate 

revisions in the United States tariff schedule. 

Hogs and Pork Products. - The Canadian rate on live hogs is 

now 1 cent per pound, whereas, the 1935 rate was 3 cents. The 

charge on fresh pork has been lowered from 5 cents per pound to ~2 

cents, and it is now lt cents. Bacon, hams, shoulders, and other 

pork, which were all subject to a 5 cent per pound duty irt 1935, 

have all been recipients of a new bound rate of 1-3/4 cents. In 

1929, when the United States supply of pork was at a peak, and when 

can~dian duties were comparatively low, imports of cured pork 
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products by Canada were valued at over ~2,500,000 and of fresh pork 

at approximately $159,000. 

Poultry and Ebgs. - The new Canadian rate on live or dressed 

poultry and game, n. o. p. is 15 percent ad valorem, compared with 

the 1935 figure of ~0 percent and the 1936 figure of 17~ percent. 

E~gs in the shell received a 50 percent cut in their duty charge, 

with the new rate reine_· 5 cents per dozen. In normal times, the 

trend has been for Canada to send live chickens to the United States, 

however, the new rates may have a definite effect in turning the 

balance in the other direction. AS to shell eggs, the United States 

have in the past been shipping large supplies of this item to 

Canada, and the further incentive of lower rates should increase 

this figure still more. 

Grain and Cereals. 

Canadian reductions on grains and cereals were granted on 

products which, in 1937, were valued at about .~~s2,200,000. Almost 

all of the products in thl~. particular group had rates lower than 

those which were in effect in 1935, when the import trade was valued 

at only ~~43,000. The largest benefits were gDanted to oats, barley 

and indian corn, especially the latter two. 

Indian corn, which in 1935 had a rate of 25 cents per bushel, 

had its duty lowered by the 1936 agreement to 20 cents, and now 

under the new agreement, a 50 percent reduction was granted bringing 

the new charge to only 10 cents per bushel. Corn is not one of the 

large imports of Canada from the United States, but it is a fairly 

steady amount. 

The reductions on oats and barley were less drastic, but the 
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effect should be similarly stimu1atinb to Canadian imports of these 

items. The rates on oats were cut from 16 cents per bushel, to 9 

cents and now to 8 cents. Likewise, the barley rates were lowered 

from GO cents }er bushel to G2-~ cents and now the new rate is 15 

cents. 

Canadian imports from the United States of cleaned rice, in 

1937, were valued at ~~136,000 as compared with ,;)83,000 in 1935. 

The new rate is 2 cents per hundred pounds lower than the duty as 

set by the 1936 agreement, and 30 cents below the charge prior to 

that agreement. The increased production of this commodity in the 

Southern states, should make this concession of particular interest 

to producers in those localities. 

Prepared cereal foods, n.o.p. have had their rate lowered from 

17~ percent to 15 percent; dried lima beclns from 12 cents to 1 cent 

per pound; and milk f'oods, n.o.p. and prepared cereal foods from 27i 

percent to 25 percent. Oatmeal and rolled oats retained their 50 

cent per one hundred pounds charge, and soya beans remained on the 

free list. 

Seeds. 

Field and garden seeds, Canadian imports of which from the 

United States were valued in 1937 at ~156,000, received increased 

reductions in their new tariff schedules, in excess of those duty 

lowerings which might have been occasioned by the previous most­

favored-nation treatment of' these items. 

The major beneficiaries in this group were vegetable seeds, 

especially when they are marketed in large quantities; lesser re­

ductions being granted on quantities of less than one pound per :r;ackage. 
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The rates as set forth by the hew agreement, followed by the 

1935 rates in parentheses, are as follows; parsldy and parsnip, 2 

cents per pound (5); beet, not includin~ su0ar beet, 3 cents per 

pound (5); mangel and turnip, ~ cents per pound (5); radish, leek, 

lettuce, carrot, borecole, or kale, 3 cents per pound (10); cabba~e 

and cucumber, 5 cents per pound (10); tomato and pepper, 10 cents 

per pound (G5}; cauliflower, 1~ cents per pound (25); onions, 20 

cents per pound {25); timoth~, 1 cent per pound (2); root, garden 

and other seeds, n.o.p., 5 cents per pound (10); and field, root, 

carden and other seeds, when in packages of one pound or less, 25 

percent (35). The free entry of broom-corn seed is bound, whereas 

the 1935 rate had been 15 percent. 

Miscellaneous Agricultural Products. 

Numerous concessions were also e_ranted on certain items which 

are· not included in any of the aforementioned groups. The new rate 

on cut flowers is 25 percent as compared v1ith the 19~5 rate of 40 

percent. salt, in bulk, n.o.p. now has a rate of 4 cents per one 

hundred pounds, whereas the 1935 charf-:~e was 5 cents. Canada lower-

ed the import charges on fruit and ver;etable jnices, sauces and 

syrups, and honey (a reciprocal concession), existing rate bindings 

were 1nade on nut trees (free), avocados or alligator pears ( froo); 

olives, ripe, in brine (10 percent); unshelled nuts (1 cent per 

pound); and shelled nuts (2 cents per pound), exclusive of almonds, 

peanuts and walnuts. On these items, which are dutiable, the rate 

has previously been cut as a consequence of the 1936 agreement. 

Nonagricultural Products. 

The exports of the United States have always been, for the most 

;, ! 
11 ;I 
I:,, 
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part, nonagricultural rather than agricultura~, therefore it is 

not surprising that the concessions pertaining to this former 

group should occupy such a large portion of the new schedule r. 
The total Canadian imports from the United 0tates in 1937 had a 

value of $491,000,000; of this fi;ure, S~37,000,000 represented 

imports in nonagricultural corr~nodities. This represents the cu­

mulative picture, as measured by the inadequate basis of imports 

in the past, of' Canadian enterprises in both the 1936 and the new 

agree11.lent. Of this figure, the products on which duty reductions 

have been made as compared v:i th the 1935 Canadian import duty 

charges, account for $144,000,000; the items on which rates are 

bound in the new agreement at the rates effective in 1935 account 

~or $,45,000,000 and these commodities which were duty free in 1935 

and are guaranteed continued free-entry under the new agreement, 

account for $48,000,000. 

Not included in these figures are ~;74,000,000 of' imports into 

canad~ from the United States, of nonagricultural products which 

are not embodied in Schedule I o.f tne new agreen1ent, but w.1.~.ich re-

ceived Canadian import duty reductions as a result of most-favored 

nation treatment as provided f.'or in the 1936 agreement, and con-

tinued under the new agreement. 

Included among the principal nonagricultural items on which 

further concessions were evidenced, are the general groups of 

magazines and periodical publications; paper products; drugs and 

chemicals, machinery, primary iron and steel products; hardware; 

tools, miscellaneous manufactures of iron and steel and non-ferrous 

metals; automobiles and other motor vehicles; airplanes; tractors; 

'I 
'I 
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coke, anthracite and bituminous coal. In addition to the more 

specific concession extended to these various commodities, there 

is always the removal of the 3 percent special excise tax, which 

acts as a further benefit of the 1938 agreement. 

The concessions which have been granted for nonagricultural 

products under schedule I of this new agreement are discussed in 

the following sections under various general groups. The discus­

sion procedure under each of the various types of products is de­

veloped as follows: First, reductions in duti~s provided in 

Schedule I as compared with the rates of 1935 (inclu.ciin2::. those rates 

which were l:'_,wered in the 1936 a ·ree~nant and wuich are now retained); 

secondly, Schedule I bindin s of 1935 rates; thirdly, Schedule I 

bindings of items duty-free in 1935; and, fo,,rthly, reductions in 

the rate schedul·3s below 1935 rates, nhlch resulted £'ro~r. most­

favored-nation treatment. 

For most of the commodities to be discussed in this portion 

of the treaty, the United States is the principal provider of 

Ganadian imports; in most all items, it is the principal supplier 

outside of the United Kingdom. In many cases the United States is, 

practically speaking,the sole source of the import. In the follow­

ins paragraphs, unless otherwise indicated, the import figures 

shown represent the value of Canadian imports from the United 

States in that particular co$modity in 1937. 

Paper Products, Pulp, and Printed Matter. 

sohedule I of the new agreement grants concessions on products 

of paper, pulp and printed matter, which in 1937, had an import 

value of :j::l4,500,000. 
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Duty Reductions by Schedule I.-Magazines and periodical pub-

lications which had obtained a major concession in the 1936 agree­

ment, were again extended the same advanta~es as they haci previously 

enjoyed. Prior to 1936 the rates on this type of printed matter 

were prohibitive and the circulation of many of the American pub­

lications was seriously reduced. The 1936 agreement granted this 

item free entry, but the 3 percent excise tax was still applicable. 

The new agreement ~oes still further and removes the 3 percent ex­

cise tax in ad.cition to retainin~ the item on the duty-free list. 

In the period from 1935 to 1937, the imports on periodicals in­

creased from ~~.~:2, 600,000 to $5,900,000, the gains being noticed 

particularly in those classes of periodicals from which the duties 

had been removed. 

In 1935 the duty on advertising and printed matter of all 

types was 15 cents per pound, but not less than 35 percent. The 

1936 agreement, modified this to 12~ cents per pound, but not less 

than 27~ percent. The new Schedule I, althou6h it does not cover 

this classification as a whole, places advertisint_J and printinb 

matter, when the individual package is valued at not more than 

$1.00 each, on the free entry list. This removal of the duty on 

the smaller items of advertising matter should aid Canada greatly, 

because tourist information can be sent duty free, with its con­

sequent stimulation to tourist travel in Canada. Tourist litera­

ture issued by governments or authorized associations, bound on 

the free list by virtue of the 1936 agreement, is again bound on 

the free list by the 1938 agreement. 

Labels, tags, tickets, commercial forms, and printed matter 
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n. o. p., which had a ~ate of 35 percent in 1935, received a par-

tial reduction in the 1936 agreeme·nt, but t:r_is was still further 

reduced, and the new charge is 2?~ percent on these items. The 

1937 LTUport value of "Sfiis group was ~;530, 000. Photographs, 

paintings, drawin:s, engravinss, blueprints, maps, etc., having 

an import value in 1937 of ,,~55,000, had their lS35 rate of 22~ 

percent altered slichtly in 1936 and now enjoy a still lower rate 

of 20 percent. Pictorial post-cards, greeting cards and siBilar 

cards ( i:n:ports - ;.-462, 000) now have a 30 percent char6e, as com­

pared with the 1035 rate of 35 percent plus 5 cents per pound. 

Photographic fi~s and papers have a new rate of 20 per­

cent, the 1936 rate havinc been 25 percent, and the rate prior 

to that being 30 percent. ~-ihe effect of tl.1is duty reduction can 

be best illustrated when we compare the 1935 import figures of 

:-;561,000 with the 1937 figures of ~~~829, 000. 

The rate on paper board which had its import charge re­

duced fram 35 percent in 1935 to 22~ percent under the new agree­

ment, similarly experienced import increases from ~;432, 000 in 

1935, to :~811,000 in 1937. Paper hanging or wallpaper which in 

1935 had a compound rate of 35 percent and 2 cents per pound, 

had this charge lowered in 1936 t0 32~ percent, the present duty 

is still lower, at 30 percent. On wrapping paper, the reduc­

tions \~re re from 35 percent to 30 perce~1t, and now the rate is 

25 percent. 

Paper of all kinds, n.o.p.~ which ·in 1935 had a rate of 25 

percent, had. this rate charge reduced in 1936 to 22~ percent. Under tre 
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1938 agreement, the sa~e rate is maintained, but the removal of 

the 3 percent excise tax, offers somewhat of a concession. 

Electric cable insulating paper, which formerly came under the 

n.o.p. class, has now been segregated into a new classification 

and has a rate of 10 percent. The import value on the item as a 

whole, increased from $767,000 in 1935, to ;:~1,431,000 in 1937. 

Ruled and border and coated papers, boxed papers, paper pads, 

etc., (imports in 1937, ~;7<?5,000), have a rate of ~72 percent, 

whereas in 1935 the charge had been 35 percent. Papeteri~s, en­

velopes, paper manufactures, n.o.p., likewise now enjoy an import 

duty of 27~ percent as compared with the 35 percent rate in 1935. 

Import increases were from ~~897 ,000 in 1~;:5 to ·'·.l,lff,OOO in 1937. 

Fiberboard or paper board containers, -·ormerly had an import charge 

of 12 cents per pound with a minimum of 35 percent ad valorem. As 

a result of the 1936 agreement this fee was lowered to 1~ cents with 

a minimum of 30 percent. ~he new rate is 1 cent per pound with a 

minimum of 25 percent. In view of the fact that after the first 

reduction in the tariff charges, the import value of this item in­

creased by nearly lOO percent, this further downward revision of 

the schedule should enhance these figures to an even greater extent. 

Canadian imports of wood pulp ($713,000 in 1937), were 

dutiable in 1935 at 25 percent. As a result of most-favored-nation 

provisions in the 1936 agreement, this charge was reduced to 2~~ 

percent. Under the terms of the new asreement, the item of wood 

pu~p is placed on the free-entry list, which is the treatment given 

to the same item, when imported by the United states from canada, 

under Schedule II of the 1938 agreement. 



- 99 -

Certain other mdacellaneous paper products may be listed,on 

whiCh duty reductions were made in the new agreement, and these in­

clude: books and masazines in languat:_es other than English, juvenile 

and toy books, tarred paper, sandpaper, emery paper, emery cloth, 

glass or flint paper, electrical insulating pressboard, and waxed 

stencil paper. 

Bindings of Items Duty-Free in 193.0. -The 2!1ost important item 

which falls into this category is, of course, newspapers on which 

the free status had been bound by the 1936 agreement and which has 

now been rebound. Other paper products which have had similar duty 

treatment, include: rralliners' and mantle-makers' fashion plates; 

and tourist literature issued by national or stat~ governments or 

departments thereof. 

Duty veductions under I,~ost-Favored-Nation Policy.-The most­

favored-nation provision of the 1936 a~;reement resulted in a large 

number of important concessions on certain commo~ities in the paper 

products broup, many of which are not in(~icated in the new Schedule 

I. Amo% the ~·~ore notable of these i terns are sheet llD.lSic and player 

piano rolls,having a rate reduction of from 10 to 7~ percent(im­

ports $179,000); certain types of pulpboard for wrapping newsprint, 

having the same rates (imports ~~70,000); paper bags from 35 to 30 

percent (imports $79,000); and a specific type of advertising matter 

(of a class other than that whj_ch receives free entry under the 

new agreement) which was reduced from 15 cents per pound, but not 

le•s than 35 percent, to 12~ cents per pound, but not less than 27~ 

percent; total imports in 1937 (part of which will now enter Canada 

duty-free under the new agreement) were valued at approxi1.ataly 

$1,449,000. 
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Chemicals, Drugs, Oils and Paints. 

Items o~ the Canadian tariff schedule which may be in­

cluded under this heading, and which had a trade value in 1937 

of $16~000,000, received duty reductions,or bindings of 1935 

tariff treatment of either duty rates or free-entry, under 

the terms of the 1938 agreement. 1\otincluded in this figure 

are those chemicals which are dutiable under the "basket" 

paragraph 711, or fertilizers and certain other products which 

are assigned to the miscellaneous items section of the schedule. 

Duty Reductions by Schedule I. -- Chemicals and drugs, 

not specially provided for, fall into one of two classifica­

tions. If the product is of a kind not produced in Canada, they 

are included under classification 208 (t). However, if they are 

of a type whlch is produced in Canada, they are part of the 

general 11basket 11 item 711 of the new schedule. Both of these 

rate groups were benefitted by more favorable treatment under 

the new agreement. The rate on chemicals of a type not pro-

duced in Canada, (item 208 (t)), is now 17~ percent, under the 1936 

agreement and prior to that, the import charge had been 25 per­

cent. For item 711 (which includes a large number of articles 

besideschemicals), the new duty is 20 percent, in 1935 the fee 

had been 25 percent and under the most-favored-nation provision 

of the 1936 agreement this rate had been lowered to 22~ percent. 

There are two exceptions to this aforementioned statement 

with regard to item 208 (t). Th~ rate for bicarbonate of soda 

has been reduced to 12~ percent; secondly, in the case of metl1yl 

ethyl ketone, isopropyl acetate, and butyl alcohol, the former 

25 percent rate is now bound against an increase. 
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Canadian statistics of chemical imports do not segregate 

the chemicals which are dutiable under item 711 from those duti­

able under paragraph 208 (t). The total import value for these 

groups, including certain acids n.o.p., amounted to 92,800,000 

in 1937. Estimates have been made to show that almost half of 

this value consisted of chemicals of the group not made in Canada. 

Acids, n.o.p., have merited the same treatment which has 

been given to other chemicals of the n.o.p. classification, ex­

cept for the kinds of acids not produced in Canada on which the 

reduct~on is only to 20 percent. 

On item 210, certaln specified soda compounds, the 1935 

rate of 20 percent, beca~e 15 percent plus the 3 percent excise 

tax in 1936. The new agreement granted a lower rate of 12~ per­

cent to bichromate, sulphite and chlorate of soda (imports -

$162,000}; while on the remainder of the item the 15 percent 

charge is repeated minus the 3 percent excise tax (imports -

$164,000). 

The import charge on nonalcoholic disinfectants, when in 

packages not exceeding three pounds each, has been lowered from 

25 percent to 22~ percent, (imports in 1937- $47,000); the 

rate for the same item when the package exceeds three pounds 

in weight, has been revised downwardly from 15 percent to 7~ 

percent, (estimated value of imports not shown separately -

$225,000). The rates on neither of these items had been changed 

by the 1936 agreement. All medicinal, chemical and pha~naceu­

tical preparations, compounded of more than one substance, when 

in dry form, now bear a rate of 20 percent. This charge had 
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been 25 percent in 1935 and 22~ percent under the 1936 agreement 

(imports in 1937 - ;;j905,000). The similar item, when sold in 

liquid ~orm (containing not more than 2~ percent of alcohol) 

had a 40 percent duty charge in 1935, this was lowered to 32 

percent in 1936, and the new schedule I rate is 27~ percent 

(imports - $208,000). 

The import charge on non~lcoholic perfu~ery and toilet 

preparations, which received no alteration by the 1936 agree­

ment, had its 1935 rate or 40 percent lowered to 30 percent 

( im_ports - :~;209, 000) • As a result of mos t-favored-na tion treat­

ment under the 1936 agreement, refined petroleum jellies and 

medicinal oils had their dut~.-r revised from 25 percent to 22~ 

percent in 1936. The new rate is now 20 percent (imports -

4177,000). 

Cellulose nitrate or pyroxylin plastics rnanufactures, 

were formerly dutiable at 40 percent, then, in 1936, this rate 

was lowered to 32i percent and the present charge is 27~ per­

cent (impo~ts- $363,000). 

Paints and pigments were provided with important con­

cessions as a consequence of the 1938 trade agreement. The 

1935 rate on miscellaneous oxices, fireproofs, rough stuff, fil­

lers and colors, (imports - ~j559, 000), of 22~ percent was modified 

to 20 percent in 1936 and this figure has been bound in the new 

agreement. On liquid fillers, ground and liquid paints (imports -

$259,000) the import charges came down from 30 to 27~,and are 

now 25 percent under schedule I. The duty on paints and colors, 

ground in _spirits, has been lowered from ~pl.25 to 85 cents per 
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imperial gallon. The rate reductions on varnishes, lacquers, 

etc., as they were effected from 1935 to the present, are; 20 

cents per imperial gallon plus 30 percent ad valorem; 20 cents 

plus 25 percent; and 15 cents plus 20 percent. 

Shoe blacking, harness and leather dressing and polishing 

compositions (imports- $292,000), which in 1935 were given a 

charge of 27~ percent, now retain under the new agreement the 

22~ percent rate whiCh they obtained as a consequence of the most­

favored-nation provision of the 1936 arrangement. Printing ink 

(imports - :;~151,000) likewise continued its 1936 import duty of 

17i percent which represents a mar~ed downward revision from 

the former 25 percent charge. 

Some other miscellaneous items in the chemical field on 

which there have been duty reductions in th·e 1938 agreement in­

clude sulphuric ether; chloroform, and other anaesthetics; soap 

powders, mineral soap, not including toilet soap; surgical dress­

ings, trusses, abdominal supports; dextrose solutions for thera­

peutic treatments; and certain chemicals for the manufacture of 

synthetic·· resins. 

Binding of Rates Existing in 1935. - Certain articles of 

the chemical·group are bound by the new agreement at the rate 

of duty existant in 1935. Methyl ethyl ketone, isopropyl ace­

tate, and butyl alcohol still have a 25 percent charge. Alum 

cake and alum in bulk (imports- $644,000), retain their 15 

percent import fee, as do dry red lead, lithopone, and certain 

other specific pigments (~ports- $1,030,000}. 

Bindings of Items Free in 1935. - Several commodities of 

the chemical class have had their duty-free status re-bound under 
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the 1938 agreement, and the removal of the 3 percent excise tax 

has made this concession even more valuable. Included in this 

list are biological products, animal and vegetable (imports -

$275~000); sulphur and brimstone; xanthates and sulpho-thio­

phosphoric compounds for use in concentrating ores, metals and 

minerals {imports- $587,000); cubic nitre, for fertilizer or 

certain oth~r uses ($660,000); certain chemicals for use in manu­

facturing synthetic resins; synthetic resins in a semi-manufac­

tured state {~391,000); semi-manufactur~d cellulose nitrate or 

pyroxylin plastics {$724,000); lamp black, carbon black, ivory 

black and bone black ( $769, 000); spirits of turpentine ( $488, 000); 

and petroleum coke ($850,000). 

Duty Reductions under I.:ost-Favored-Nation Policy. - In 

addition to the concessions on chemicals, drugs, oils, and paints, 

enumerated in schedule I of the new agreement, certain other 

benefits will continue to be extended to the United States in 

the form of reduced rates (not bound against increase by Canadian 

legislationh as the result of the most-favored-nation provision 

of the 1936 agreement. The major items receiving such treat­

ment include calcium molybdate for the manufacture of steel, 

from 5 percent to free (imports- $70,000); vegetable and mineral 

wax, from 10 to 7~ percent ($289,000); licorice paste, from 17~ 

to 12i percent ($120,000); regenerated cellulose and cellulose 

acetate, from 35 to 30 percent {$167,000); specified gums, from 

·15 to 10 percent {$421,000); compounds of tetraethyl lead, from 

10 to 5 percent ($2,015,000); and cod-liver oil, from 22~ to 20 

percent ($84,000). 
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Included in the Canadian tariff group of chemicals are 

numerous petroleum products which Canada imports from the United 

States in large quantities. Some of the duty reductions on 

petroleum products which resulted from the most-favored-nation 

provision are as follows: crude petroleum lighter than .8155 

specific gravity, from various rates to one-half cent per gallon, 

(always the imperial gallon), (imports- $363,000); petroleum 

products lighter than .8236 gravity, from 2~~cents to 1 cent 

per gallon eti;2,779,000); heavy engine distillate oil, from 2~ 

cents to one-half cent ($106,000); lubricating oils valued at less 

than 25 cents per gallon, from 2~ to 2! cents (~1,663,000); other 

lubricating oils, from 20 to 17~ percent ad valorem ($1,702,000); 

petroleum and other greases for lubricating, from 20 to 17~ per­

cent ( $332,000) ; and paraffin wax, from 25 to 22 ~ percent ( ~~395, 000) • 

Nonmetallic Minerals. 

The new agreement, through duty reductions, or bindings 

of the 1935 tariff status as regards duty rates or duty-free 

entry, granted concessions on nonmetallic mineral products which 

were imported from the United States in 1937 to the value of 

approximately $7,000,000. Still other important benefits re­

sulted from the most-favored-nation provision of the 1936 agreement. 

Duty Rec:uct1ons by Schedule I. -- Specified types of 

f1rebr1ck enter Canada duty~free as a continued binding of the 

1935 status. Firebrick of a kind not made in Canada, for use in 

furnaces, kilns, etc., exclusive of those types which enter duty­

tree (imports in 1937- $421,000), obtained a reduction in duty 

tram 15 to 12t percent under schedule I of the 1936 agreement, 
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this import charge is now continued. The rate for miscellaneous 

firebrick, formerly 22~ percent, becarae 20 perc-ent in 1936, due 

to the most-favored-nation provision of the 1936 agreement, and 

this rate is bound in the new schedule I (imports - ~;816,000). 

Schedule I of the 1936,agreement reduced the duty charge on 

building and paving brick from ~;1 per ton plus 22~ percent to 

20 percent, the new rate is 15 percent (imports - $32,000)_. Miscel­

laneous manufactures of clay and cement, which in 1935 had a rate 

of 22~ percent, had this reduced to 20 percent by most-favored­

nation action in 1936, and this fee is still cor-tinued (imports -

$174,000). Bathtubs, basins, lavatories, etc., (imports - ~66,000) 

and acid-resisting chemical stoneware (~11,000) maintained their 

1935 charge of 35 percent until the present trade agreement. The 

new duties are 27i percent and 20 percent respectively. 

The rate on rough flagstone, sandstone, building stone, 

and rough marble and granite (imports in 1937 - $71,000) was 

reduced from 20 to 12~ percent, and th~t on semi-finished build­

ing stone and stone paving blocks (imports - $42,000), from 35 

to 20 percent, as the result of schedule I of the 1936 agree­

ment and both of these rates have been retained by the new trade 

treaty. 

Asbestos in any form other than crude, and all manufac­

tures thereof, now enjoy a rate of 20 percent as compared with 

the former charges of 25, and then 22~ percent. 

Canadian duties were reduced on a large group of American 

glass manufactures in Which the latter country was exporting to 

the tor.mer in large quantities. Plate glass, not beveled, in 



- 107 -

sheets not exceeding seven square feet each, keep the 20 percent 

rate which they obtalned in 1936 as a result of the most-favored­

nation provisions. The charge on this item had formerly been 25 

percent (imports - $512,000). 

Bottles and related products, together with tableware and 

similar glassware, had an import rate of 32! percent in 1935. Most­

f'avored-nation treatment b~: the 1936 agreement altered this to 30 

percent on bottles and related products, and either 27 percent o~ 

30 percent on the other types of Glassware. The present charges 

on these groups, respectively, are 27~ percent and 25 percent. The 

combined imports :.ncreased in value from ~;;1,115,000 in 1935 to 

$1,638,000 in 1937. 

!~iscellaneous manufactures of glass, the rate of which was 

lowered in 1936 from 22i percent to 18 percent, now has a still 

lower rate bound at 17! percent (impo~ts - ~599,000). High thermal 

shock resisting 6lassware, similarly, had its duty reduced from 32~ 

percent to 25 percent, and this charge is now fixed at 15 percent 

(imports - $185, 000') • Articles of glass, not plate or sheet, to 

be further manufactured by Canadian industry, dutiable at 22~ per-

cent in 1955!.b~came dutiable at either 10 percent or 9 percent in 

the 1936 agreement; these items are now included on the free-entry 

list (imports - $115 1 000). 

~her duty reductions on allied products under the new 

schedule I, include such items as drain pipes, sewer pipes, and 

earthenware fittings theref'or; hand forms of porcelain to be used in 

glove manufacture; magnesium carbonate to be used in rubber products 

manufacture; and feldspar, ground, but not further manufactured. 

Bindings of Items Free in 1935. - Specific types of fire-
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brick to be used exclusively in furnaces and kilns, were on the 

free-entry list into Canada in 1935. The 1936 agreement bound 

the continued free status of this product, and the present agree­

ment rebinds t~·is action (imports - ,~~1,424,000). Carbons and 

carbon electrodes for use in the manufacture of dry cells (im­

ports - t.;:440, 000) , were on the duty-free list in 1936 and this 

treat11:ent has beer.. repeated and bound in 1938. 

Duty Reductions under Most-~,,P,vorec-Fation Policy. - Certain 

rate reductions which resulted from the most-favored-nation pro­

vision of the 1936 agreement are not i~cluded in schedule I of 

the new agreement; however, these rates will not be increased 

unless it is deemed necessary b~t theCanadiun government. Of 

major importance amonc these items are; magnesite and magnesium 

carbonate, reduceci from 30 to 27-?z percent, (imports - ~~)48,000); 

grinds tones, 36 inches and over, from 15 to 12~ percent ( {}148,000); 

plumbago, ground, and manufactures thereof, from 25 to 22~ percent 

($97 ,000); lamp bulbs and .;lass tubing for the manufacture of' 

electric lamps, etc., from 10 to 6 3/4 percent (~530,000); plate 

glass, 7 to 25 square feet, from 25 to 20 percent (~40,000); 

silvered glass, from 35 to 30 percent ($81,000); glass shapes 

for the manufacture of electric light fixtures, from 32~ to 15 

percent, a rate made by Canadian legislation after January 1 1 

1936 (imports - $182,000). 

Primary Metal Products. 

This group of products includes manufactures of a less 

highly elaborated nature, of iron, steel and of the nonferrous 

metals, such as bars, rods, plates, sheets, castings, and forgings. 
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Schedule I of the 1936 agreement included only four of these 

items,the import of which in 1937 had a value of $2,919,000. 

The new schedule concessions on some 40 odd items, the 

imports of whlch in 1937 amounted to approximately ~;23,000,000. 

Although Canada itself manufactures a large number of the items 

included on this list, the duty reduct~ons will give the Ameri-

can manufacturer a still more improved position in competition 

with Canadian manufacturers. 

Duty Reductions by Schedule I. - The import charge on 

blooms, cogged ingots, slabs, billets, sheet bars, etc., of 

iron or steel has been lowered from $4.50 to $4.00 per ton (im­

ports in 1937- ~:301,000). The Canadian term "ton11 means 2000 

pounds. 

Bars and rods of iron or steel and billets weighing less 

than 60 pounds per lineal yard, if cold rolled, had a rate of 

30 percent in 1935; in 1936, after the most-favored-nation pro-

vision, this charge was diminished to 25 percent, and at present 

the figure is 20 percent (imports - ~324,000). For the similar 

products, when hot rolled and with a value of not less than 4 

cents per pound (imports - ~652,000), the duty was revised down­

wardly from 15 to 12~ percent by the most-favored-nation pro­

vision of the 1936 agreement, and at present the new agreement 

binds this against further increase. 

Sheets of iron and steel, mare than .080 inch in thick-

ness, hot or cold rolled, which had a rate reduction from $7 to 

$6 per ton as a result of the most-favored-nation provision of 

the 1936 agreement, has been awarded this same rate again. The 
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imports on this particular item increased from $.565,000 in 1935 

to ~1,749,000 in 1937. 

The 1936 agreement made no alterations on the duty charges 

on hoop, band, or strip iron or steel. un tile hot rolled mater­

ial .080 inch i0 thickness or less, the new reduction is from 

15 percent to 12~ percent. The heavier material which exceeds 

.080 in thickness is also the recipient of a new concession with 

that rate being lowered from ~8 to $7 per ton (imports on the 

two items co::nbined, ~,. 605,000) • 

The United States formerly supplied Canada with the 

largest portion of her tinplate imports, but with the increased 

duties and preferences given to the same product coming from 

the United Kingdom, a large part of t~1is trade was lost. Tin­

plate of a kind uot made in Canada was given a 15 percent rate 

in 1935 and this charge continued until 1936 when it was bound 

against an increase, and in 1938 the same status was re­

bound. Tinplate of a kind manufactured in Canada, (imports -

~2,716,000), received no lowering of the 20 percent rate then 

existant through the 1936 schedule I. However, the new agreement 

has favorably revised this duty and the present rate is 17~ per­

cent. The action taken on these two items should greatly in­

crease Canadian imports of these products and American manu­

facturers will therefore benefit from this liberal concession 

given by the Canadian tariff authorities. Galvanized sheets 

(imports - $539,000) were granted a concession identical with that 

on the latter class of tinplate. Sheets coated wit~ metals other 

than tin or zinc, especially terneplate, had their rates reduced 
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from 15 to 12~ percent as a result of most-favored-nation treat­

ment by the 1936 agreement and the new agreement lowers this to 

10 percent (imports- .;;;519,000). 

Castings of iron or steel (items 390, 390a, 390b) were 

formerly subject, i~ 1935, to a duty of 27~ percent, which duty 

was lowered through the most-favorec.-nation provision of the 1936 

agreement to 2r percent, and today the rate has been still fur-

ther lessened by the most recent agreement to 22t percent (imports -

~E38,000). Fittings and couplin;s of iron or steel, for iron or 

steel pipes, as a result of schedule I of the 1936 agreement had 

a rate reduction of from 30 to 27} percent and now the new rate 

is 25 percent (imports - $482,000). The duty on wrought iron 

or steel pipes, formerly 30 percent and reduced to 27~ percent 

by the 1936 agreement, now has a div:lsion of this classification 

in the new agreement. The rate on these pipes if not more than 

lot inches in diameter, is 25 percent; if the diameter exceeds 

this limit, the charge is 20 percent (combined imports - $.301,000). 

The major concession included among the nonferrous metal 

group is that on aluminum in its cruder form, on which the rate 

was lowered from 30 to 27! percent (imports - $187,000). Other 

items in this group and their 1935, 1936 and 1938 rates are as 

follows: Britannia metal, nickel silver, 40, 29 3/4 and 25 

percent; and articles of partial or wholly sterling or silver­

ware, 45, 33 3/4 and 32~ percent. 

Bindings of Rates Existing ~n 1935. - The $7 per ton rate on 

bars and rods of iron or steel, weighing less than 60 pounds, hot 

rolled (~ports - $1,273,000) which was first set in 1935, has been 
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rebound in the 1938 agreement, and in addition the 3 percent tax 

has been removed. The rates of $8 per ton on plates not wider 

than 66 inches (imports - ~417 ,000) and ~?6 per ton on the wider 

plates (~1,099,000) are bound, as is the rate of 20 percent 

on iron or steel sheets, 0.080 inch or less in thickness (imports -

~3,297,000). 

Skelp of iron or steel, when used for pipe manufacture 

(imports- $3,861,000), has its ad valorem rate of 5 percent 

bound against an increase by the new agreement. Heavy structural 

steel (imports - 02,127,000), now has a ,~:3 per ton import charge 

wllich represents a rebindir.:.g of the 1936 duty. 

Bindings of Items Free 1~ 1935. - The new schedule I 

grants free entry to certain iron or steel manufactures under 

regulations prescribed by the I.1inister. Sheets, bands, hoops, 

or strips, of iron or steel for use in the production of agricul­

tural implements (imports - ~~264, 000), has been guaranteed this 

treatment •. Another important group of nonferrous metallic pro­

ducts which receives similar free-entry binding includes zinc 

dust, strip and sheets; zinc plates for marine boilers; sal 

ammoniac skimm~~_n~Zs and seamless drawn tubing of zinc ( intports -
'-' 

$517 ~000). 

Duty Reductions under Most-Favored-J:~ation Policy. - As a 

result of the most-favored-nation provision of the 1936 agreement, 

certain iron and steel, and nonferrous products will receive 

concessions of rates lower than those in effect in 1935. A large 

number of these items are not mentioned specifically in the new 

agreement, however. Among these reductions are ingots 



- 113 -

for the manufacture of steel, from 5 percent to free (imports -

$121,000); sheets coated with paint, etc., from 15 to 12~ per­

cent (8178,000); sheet for manufacture of hollow ware from 12~ 

to 10 percent ($431,000); railway rs_ils, from $7 to $6 per ton 

($105,000); railway ties, from $8 to $7 per ton ($95,000); forg­

ings, from 30 to 27i percent ($265,000); certain pipes and tubes, 

from 20 to 15 percent (~143,000); certain steel wire for manu­

facturing wire rope, from 7~ to 5 perceLt ($294,000); phosphor 

tin and bronze, in blocks, etc., from 10 to 7~ percent ($100,000); 

brass bars, strips, etc., from 15 to 10 percent ($74,000). 

Iron, Steel, and Non-Ferrous ll1etals in Advanced Stases of Manufacture. 

As a supplementary concession to the products which have 

just been considered, important benefits were granted to the United 

States on the more advanced metal manufactures. These manufac­

tures may be grouped for the convenience of discussion, into 

three distinct classes; (a) advanced manufactures of iron and 

steel exclusive of machinery or vehicles (imports - ~~14,000,000); 

(b) advanced manufactures of non-ferrous metals other than elec­

trical apparatus (imports- ~~4,500,000); and (c) miscellaneous 

manufactures of metal not distinguished as to the nature of the 

basic metal used (imports - $4,000,000). The figures shown for 

these classifications represent the 1937 import value on those 

portions of these groups which are affected by duty reductions 

under the new schedule I. The total figure for the entire three 

groups. is approximately $22,000,000. 

Duty Reductions by Schedule I. - "Basket" item 446 (a) 

covering manufactures of iron or steel not provided.for elsewhere, 

11 one of the foremost concessions of the new schedule I. For 
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many years the rate on this item had been 30 percent, in 1931 

this was increased to 35 percent. Schedule I of the 1936 agree­

ment lowered t~--1 s charge to 25 percent; the 1938 agreement re­

peats this 25 percent duty but grants as an additional concession 

the removal of the 3 percent ey~cise tax. Furthermore, certain 

of the products formerly included in this group are now taken out 

of item 446 (a) and beneflt from still lower rates; some of these 

are: miscellaneous tools, for use in machines, of a type not 

manufactured in Canada; stainless steel welding rods; and metal 

shells and hinges for the manufacture of jewelry boxes. Steel 

frames and 0Pstin,;_;s for railway rolling stock, which were included 

in 1936 in item 446 (a) at a 20 percent rate, now are charged 7~ 

percent (imports - $789,000). 

The import value of "basket" item 446 (a) in the fiscal 

year 1929-1930 was over $20,000,000. In 1933-34 this figure 

dropped to less than ~~4,000,000, and then, with the upward trend 

of business and the 1936 schedule I reductions, the value rose 

1n 1937 to $10,000,000. 

Other import duty reductions on miscellaneous iron or 

steel manufactures include the following items; 

On nuts and bolts with or without threads, washers, rivets, 

and nut and bolt blanks (imports - $318,000), the rate prior to 

1936 was 75 cents plus 25 percent per lOO pounds; now, under the 

new agreement this charge has been reduced to 50 cents plus 17~ 

percent. 

On adzes, anvils, visas, cleavers, etc., (imports - $878,000) 

the rate was not lowered in the 1936 agreement, but now the for.mer 

36 percent ad valorem charge has been revised to 27~ percent. 
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On certain types of precision tools, items 431 (c) and (d) 

(~ports - $236,000), the rate was 30, 35 or 45 percent in 1935. 

Most-favored-nation treatment after ~l936 agreement brought 

this duty down to 10 percent, and the new agreement binds this 

rate against an increase. 

On hollow-ware, coated or not, (imports - $106,000}, the 

1935 rate of 30 percent was changed to 27~ percent in 1936, and 

now this ~igure becomes 25 percent. Vitreous-coated ware (im­

ports - ~123,000}, had its rate lowered ~rom 35 to 30 percent by 

the 1936 schedule I, and this rate is now bound by the 1938 agree­

ment. 

On miscellaneous tin and tinplate manufactures (imports -

$767,000}, the rate was lowered from 30 percent to 27~ percent 

by the 1936 agreement. The new agreement rate for this item is 

25 percent. Item 443, which is the large group of products 

designed for cooking, or heating buildings, had its 1935 rate 

of 30 percent reduced to 25 percent by sche.dule I of the 1936 

agreement; under the terms of the 1938 agreement this 1936 rate 

is bound against an increase. 

The major concession in the field of nonferrous metals is 

that in reference to miscellaneous manufactures of copper and 

brass. The tmport charge prior to 1936 had been 30 percent, when 

as a result of the most-favored-nation provision of that agree­

ment this rate was downwardly revised to 24 3ft percent. The 

import figures for Canada increased from $1,941,000 in 1935 to 

t3,02o,ooo in 1937. The 1938 agreement states that if the Cana­

dian concession to France is terminated, the rate with reference 

to the United States cannot be raised above 25 percent. 
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Miscellaneous zinc manufactures (imports - $236,000), 

now have an import duty of 20 percent as compared with the 1935 

and 1936 charges of 25 and 22~ percent. Wire of all metals and 

kinds (imports - $221,000), received a reduction in duty from 

35 to 30 percent under schedule I of the 1936 agreement~ and 

now this reduction has been bound as of 1938. The rate on covered 

wire, including cable, was reduced under the 1936 agreement to 

27~ percent, and this charge likewlse has been bound against in­

crease (imports - ~139,000). The 1935 tariff had been 30 percent. 

Aluminum, aluminum alloys and manufactures, which did not 

receive duty reductions under the 1936 schedule I, now have this 

former 30 percent fee lowered to 27! percent (imports - $8~8,000). 

Britannia metal, German silver, and nickel silver manufactures 

(imports- ~124,000), subject in 1935 to a 40 percent rate, had 

this decreased to 29 3/4 percent by the most-favored-nation pro­

vision of the 1936 agreement and now this charge is bound at 25 

percent. 

The most important concession in the group of miscellaneous 

manufactures of unspecified metals, is that on nickel-plated, 

gilt or electro-plated ware. The 1935 charge on this item was 

45 percent, a downward revision in 1936 brought the duty to 30 

percent, Where it is now bound by the 1938 agreement. The import 

value of these products increased from $721,000 in 1935 to 

11,727,000 in 1937. 

The duty on optical and mathematical instruments, etc. 

(imports, including cameras, $650,000), was reduced from 30 to 

221 percent by the most-favored-nation treatment under the 1936 

agreement. The new schedule I charge is 17t percent except 
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for cameras and parts where it is 20 percent. The 1936 agree-

ment duty on motion picture projectors and equipment, which was 

15 percent as compared with the former 35 percent charge, has 

been bound in 1938. 

Other miscellaneous metal manufactures which received duty 

reduction under the 1938 schedule I, include articles of silver 

or gold; watch cases and parts thereof; hand fire extinguishers; 

safety razor blades; sportsmen's fishing tackle; buckles, clasps 

and fasteners; and steel belt pulleys. The gross value of these 

imports in 1937 amounted to over $800,000. 

Duty Reductions under I.iost-Favored-Nation Policy. - As a 

supplement to the 1938 schedule I concessions on iron, steel or 

nonferrous metal manufactures, certain·other benefits were re­

tained which had resulted from the most-favored-nation provision 

of the 1936 agreement. (These rates are not bound against an in­

crease by Canadian legislation). The more important of these 

products are steel containers for gas; safes; scales, etc.; 

signs; guns, rifles, and revolvers; printing plates, stereo­

types, electrotypes, etc. 

Machinery. 

The United States is by far the chief supplier to Canada 

of large imports of machinery {imports - $50,000,000, this does 

not include motor vehicles, aircraf~, or electrical apparatus). 

A large number of these machinery items received concessions 

in the for.m of reductions in duty under the new schedule l, 

especially when compared to the 1935 import charges. Of this 

large import value on machinery, the most important items were 
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42? and 427 (a), the miscellaneous machinery groups which ac­

counted for $20,000,000 worth of this figure. The rates de­

pend on whether a similar product is manufactured in Canada or 

not. 

Duty Reductions by Schedule I on Agricultural Implements 

and Farm Machinery. - Prior to the 1936 agreement, the general 

rate for products included in the above heading was 25 percent, 

with the exception of tractors. Schedule I of the 1936 agree­

ment lowered this charge to 12t percent, and later on in the 

same year, the Canadian Parliament further reduced this to 7! 
percent. The 1938 arrangement binds that rate, and, as an 

added concession, it removes the 3 percent excise tax {imports -

$2,491,000). 

Added to this concession on agricultural machinery is the 

closely allied reduction. on articles which enter into the manu­

facture of these machines; this took the form of downwardly re­

vising the 6 percent-plus-tax duty to a net rate of 5 percent. 

The imports on these items had a value in 1937 of $2,234,000. 

Pig iron to be used in the manufacture of certain specified agri­

cultural machinery had a duty reduction fram $1.25 to $1.00 per 

ton, and bars and rods for the same purposes had their rate low­

ered from $3.50 to $2.75 per ton (imports - $156,000). The 10 

percent charge on malleable sprocket chains and link belting for 

use on these machines is also cut to 5 percent (imports- $136,000). 

Prior to the 1936 agreement, tract~rs, if not valued, at 

more than $1400 each, were included on the free entry list, others 

being subject to a 25 percent duty. The terms of the 1936 agree-
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continued the free entry of the previously free group and in 

addition gr~1ted the same status to all other tractors; the new 

agreement binds the provisions of the 1936 schedule I. Canada 

imported more than one-forth of the total exports of tractors from 

the United States in 1937, these imports having a value of 

$13,159,000. 

Two other concessions in this group which are less im­

portant., are the reduction ln the duty on cream separators from 

25 to 12~ percent, and on spraying and dusting machines from 25 

to 5 percent. 

Duty Reductions on Office and Household Machines. - The 

new schedule I provides ~ignificant benefits to nearly all items 

included in the office and household machines group. 

Adding, bookkeeping, calculating and invoicing machines 

which formerly bore a rate of 25 percent, became dutiable at 20 

percent under the_ 1936 agreement. The 1938 schedule I rebinds 

the rate on adding machines to 20 percent, while the remainder 

of the items now enter at a 12! percent fee. Imports in 1935 

were $834,000 as compared to the 1937 figure of $1,238,000. 

The. United States is practically the sole supplier to 

Canada of this type of machinery. 

The 25 percent charge on typewriters and parts thereof 

was not altered by the 1936 agreement., but now this fee has been 

reduced to 20 percent. The 1937 import value of typewriters from 

the United States was $220,000, while that for ·typewriter parts 

was $994,000. This can be explained by the fact that Canada manu­

factures a large number of typewriters herself, mostly in branch 

plants ot "1\merican t1rms. The bulk of the trade will be in type-
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writer parts then, rather than in the finished product. Dictating, 

transcribing and cylinder shaving machines have been the recip­

ients of duty treatment identical with that given to bookkeeping 

machines, etc., in the same agreements. 

In 1935 the duty on time recorders, clocks, clock move­

ments, etc., was 35 percent with a minimum charge of 50 cents 

each. The most-favored-nation provision of the 1936 agreement 

lowered this duty to 30 percent and a 50 cent minimum. The new 

agreement binds the ad valorem fee and further reduced the 

specific minimum duty to 40 cents (imports - ~270,000). 

Electric vacuum cleaners and attachments therefore, duti­

able in 1935 at 25 percent,obtained a 5 percent reduction from 

this charge through the provisions of the 1936 agreement, and 

this 20 percent rate is still maintained at the present da~e. 

On refrigerators, the new schedule I provides for impor­

tant reductions in their rates. The most-favored-nation pro­

vision of the 1936 agreement lowered the 40 percent rate o~ elec­

tric refrigerators to 30 percent, and the 30 percent rate on non­

electric refrigerators was changed to 27~ percent. Both classes 

are now dutiable at a still lower charge of 25 percent. Canadian 

imports of these latter two items increased from 1935 to 1937; 

on electric refrigerators the increase was from $184,000 to 

$893,000; and on nonelectric refrigerators the increase was from 

$72~000 to $420,000. 

Washi~g maChines, with or without motive power incorporated 

therein, likewise had a 1935 rate of 35 percent reduced in 1936 

to 25 percent and now this rate is bound agains~ an increase {~­

porta - $726 1 000). The import duty on clothes wringers and parts 



- 121-

thereof, was progressively altered from 35 to 30 to 25 percent. 

Through the most-favored-nation provision of the 1936 

agreement, the schedule I charge on sewing machines and parts 

was revised from 25 to 15 percent, and at present this rate 

has~been retained and bound. Imports on this item increased 

from $417,000 in 1935 to $754,000 in 1937. 

The low cost of hydroelectric power in Canada should greatly 

increase the volume of imports of these labor saving devices ~or 

households and offices. 

Duty Reductions on Miscellaneous Machinery. - The largest 

groups or machinery on which the Canadian tariff has provided 

new concessions are those included in items 427 or 427 (a), the 

11basket11 items. The value of ti1is trade in 1937 was $20,500,000, 

making it the third ranking Canadian import from the United 

States in that year. 

The Canadian import rate on miscellaneous machinery in 

1935 was 35 percent plus the 3 percent excise tax. Schedule I 

of the 1936 agreement divided this grouping into two sections, 

differentiating between machinery of a type made in Canada and 

the type not made in the Dominion. For the former of these 

types the rate became 25 percent whereas for the latter it was 

20 percent. The 1938 agreement continues the 25 percent charge 

on machinery of a type made in Canada, but this fee is enhanced 

by the removal of the 3 percent excise tax. The duty on machinery 

of a type not made in Canada has been cut to a mere 10 percent. 

~ effect of the 1936 reductions of the import rate may be appre­

•tated by the comparison or the import value of' these products 
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in 1935 when they were worth $7,403,000 and in 1937 when this 

figure increased to $20,429,000. 

Duty Reductions on Specific Types of Machinery. - The 1938 

schedule I grants numerous concessions of reduced duty rates on 

machinery to be used for specific purposes, including manufac­

ture of textiles, mining and metal working, printing, road­

building and construction, logging, and othersof secondary ~­

portance. On the whole, the rates on these machines are con­

siderably lower than those for the aforementioned miscellaneous 

machinery included in the 11basket" tariff item. The following 

are the major duty reductions in the special machinery group. 

Textile mac1:!1nery of a kind not manufactured in Canada, 

dutiable in 1935 at 10 percent, received· a 50 percent reduction 

in that rate by the 1936 schedule I, and this 5 percent duty is 

bound at that level by the new agreement (imports - $3,489,000). 

Machinery for use in mining and metal working (imports -

11,416,000) now has a 17~ percent import duty as compared with 

the former charges of 25 and then 20 percent. 

Logging mach~nery {imports - $821,000), which in 1935 

had a rate 20 percent, had this charge lowered by 5 percent in 

the 1936 schedule I and this 15 percent rate is now bound against 

an increase by the 1938 treaty. 

The rates on items 412(b)-and 412(d), various types of 

printing machinery, was formerly 15 percent. The new agreement 

binds the 10 percent rate of the 1936 BQhedule I (imports -

11,017,000). Item 412(a) which also deals with printing machinery 

(imports - $1,041,000), received a duty reduction f:cmn 10 to 5 
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percent under schedule I of the 1936 agreement and subsequent 

Canadian legislation placed it on the free-entry list. The 1938 

schedule I continues this free-entry concession. 

Roadbuilding and construction machinery of a kind not made 

in Canada, dutiable in 1935 at a rate of 12~ percent had its 

import charge reduced by the terms of the 1936 schedule I to 

10 percent. The 1936 agreement also included certain machinery 

which had formerly been dutiable at 30 to 35 percent. The new 

agreement still further broadens the item and binds the 10 per­

cent charge (imports - $356,000~ not including additional equip­

ment which was formerly dutiable at higher ~ates and which is 

now included in the 1938 item). 

Other types of machinery which are used for special opera-

tions and on which the 1938 schedule I granted duty charges 

lower than those 1n effect in 1935 are: Cellophane converting 

machinery (from 35 to 5 percent); veneer drying machines, from 

35 to 5 percent (~ports - $77,000); wire stitchers and staplers 

(fram 35 to 5 percent); machinery for dairying purposes, from 

35 to 15 percent (imports - $104,000); and machines for making 

and packaging cigars and cigarettes (from 35 to 10 percent). 

Two other important concessions related to machinery items, 

which were not included in the "basket" machinery tariff item 

or in the special machinery groups, are made on roller and ball 

bearings and Diesel engines. The 1935 rate on ball and roller 

bearings which was 35 percent, was lowered in schedule I of the 

~ 1936 agreement and the new rate is 17~ percent. The import value 

of this item rose fram 0343,000 in 1935 to $709,000 in 1937. It 

1• eat~ated that .the United States supply Canada with approx~atel7 
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two-thirds of her imports of this item. 

Schedule I of the 1936 agreement showed Diesel ·engines 

to be dutiable at 25 percent as compared with the 1935 import 

charge of 30 percent. If the Diesel engines were of a class 

not manufactured in Canada, and were to be used in the construc­

tion or equipment of ships, they were given free entry. All Diesel 

engines imported from the United Kingdom were to have free entry, 

and a 25 percent preference margin for that country was guaranteed. 

The 1938 agreement continues to extend free entry to Diesel 

engines of a kind not made in Canada for use on ships. The new 

duty for dutiable Diesel engines is now 20 percent. This latter 

concession necessitated the partial relinquishment by the United 

Kingdom of their former preference margin. The import figures 

on this item are not subdivided into free, dutiable or parts 

values. The total import value of Diesel engines for the year 

ending MarCh 1937 was $543,000, dutiable Diesels and parts thereof 

were valued at $136,000 and the remainder, $407,000 was given 

duty-free entry. 

Bindings of 1935 Tariff Status.·- Certain classes of 

farm tractors which were free of duty in 1935, were granted con­

tinued free entry by the 1938 agreement. Typecasting and type­

setting machines also retained their 1935 free-list status (im­

ports - $430,000). As previously mentioned, Diesel engines of 

a type not manufactured 1n Canada for use exclusively in ships 

had been dutr-exempt in 1935 and are now the third recipient of 

continued tree-entry binding under the new Schedule I. 

Duty Reductions under Most-Favored-Natioh Policy. - Not 
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specified in the new schedule I are a number of important 

concessions on special purpose machinery which resulted from the 

most-favored-nation provision of the 1936 agreement. These 

lower rates are continued at the present date, but they are 

not bound against increases. The major items effected are 

pasteurizers for dairy purposes, from 25 percent in 1935 to 15 

percent ($76,000); special loading machinery for mining, from 

12~ to 10 percent ( :)141, 000); machinery for the production of 

coke and related purposes, (from 12~ to 10 percent ($98,000); 

machinery for the separation and concentration of ores and metals, 

from 20 to 17! percent (~102,000); leather tanning equipment, 

from 10 to .7t percent ($128,000); railway locomotives, from 

35 to 30 percent ($378,000); and railway ·cars and parts, from 

30 to 27i percent ($948,000). 

Motor Powered Vehicles and Aircraft. 

Duty Beductions under Schedule I. - Whereas Canada had 

at one time been one of the leading markets for American exports 

of motor vehicles, increased duties greatly hampered this trade 

and, as a consequence, important American manufacturers set up 

branch plants in Canada to circumvent the high import charges 

and to meet United Kingdom competition in Canadian and British 

Fmpire markets. 

When rate concessions did begin to occur in 1936, they 

were the result of most-favored-nation provisions rather than 

ot schedule I revisions. The rate on trucks and passenger cars, 

valued at not more than $1,200 each, was reduced from.20 to l?i 

percent~ that on passenger cars valued from $1,200 to $2,100, from 

IO to 22i percent; and that on higher priced passenger cars and 
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buses, from 40 to 30 percent. In that same year the Canadian. 

Parliament promulgated a 17~ percent rate.nn all motor v~hicles 

imported from most-favored-nations. Imports from the United 

States increased from :;;>2,535,000 in 1935 to $15,218,000 in 193? 

Which gives some indication as to the results of this action. The· 

present agreement binds the 17~ percent rate ag.ainst an increase 

and also removes the 3 percent special excise tax. 

Motorcycles, sidecars, and parts were dutiable in 1935 

at 30 percent. Schedule I of the 1936 agreement brought this 

duty down to 29 percent and this is now further reduced to 17~ 

percent. The latter reduction required the consent of the 

United Kingdom, which had been guaranteed a bound preference 

of 20 percent. Imports from the United States increased from 

$106,000 in 1935 to $211,000 in 1937. 

Aircraft and parts, including engines and parts, bore a 

rate of 27! percent in 1935. In 1936, the new trade agreement 

cut this figure to 22i pe~cent. The terms of the 1938 schedule 

I are even more liberal, the rate on completed aircraft being 

20 percent, that for aircraft engines and parts becoming 17~ 

percent, and that on other parts being 15 percent. This latter 

rate required the relinquishment by the United Kingdom of its 

17! percent bound preference margin. Imports increased from 

t360,000 in 1935 to $1,703,000 in 1937. 

Duty Reductions under Most-Favored-Nation Policy.- Due 

to the most-tavored-nation provision of the 1936 agreement, lower 

rates were granted on a group of products which had an import 

value in 1937 of $450,000. Included in this group are bicycles 
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and tricycles; cars not otherwise provided for; wheelbarrows; 

buggies and carriages; and children's carriages and sleds, etc. 

Schedule I of the 1938 agreement, as of the 1936 agree-

ment, does not list a large number of Canadian motor vehicle 

industry imports -of parts, especially from parent concems in 

the United States. Certain of these items obtained a more 

favorable tariff position as a result of the most-favored-nation 

provisions of the latter agreement,some became duty-free. The 

import value of these commodities which received duty reductions 

was approximately $40,000,000 in 1937. 

Electrical Appliances and Machinery. 

Duty Reductions by Schedule I. - Schedule I of the 1938 

agreement reduces the duties on an importa~t group of, items oi'·the 

electrical group, the imports of which 'ln 1937 had a value of 

nearly $7,000,000. Five of the important items which make up 

the. bulk of the total imports, had a uniform rate of 25 per-

cent established. Two of these, electrical telegraph apparatus 

and electrical telephone apparatus, were dutiable in 1935 at 30 

percent and under schedule I of the 1936 agreement this charge 

became 25 percent. Electrical apparatus and parts not other-

wise provided for, a major item, similarly bore a 30 percent 

charge in 1935 and in 1936 received the 25 percent rate which 

is now bound against an increase. The .last two items, electric 

dynamos, transformers, generators, etc., and electric motors 

had a rate of 37i p~rcent in 1935; schedule I of the 1936 agree­

ment downwardly revised this to 30 percent and the new agreement 

turther cuts it to 25 perqent. The imports of these five pro­

ducts, taken as a unit, increased from $4,334,0001n 1935, to 
. 

t7,425,000 in 1937. 
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Two other major electrical items - electric-light ~istures 

and appliances, and electric head, side and tail lights and 

flash lights, received no favorable tariff revision in Schedule 

I of the 1936 agreement, however, their 30 percent rate has now 

been lowered to 27~ percent (imports - $1,131,000). 

The reductions granted to household appliances which are 

electrically operated have already been discussed under the sec­

tion dealing with household machinery. The 1937 import value on 

this group of products was $458,000. 

Duty Reductions under Most-Favored-Nation Policy. - Many 

classes of electrical apparatus dutiable under tariff items not 

included in Schedule I of the 1938 agreement, retained the duty 

reductions which they had obtained under .the most-favored-nation 

provisions of the 1936 agreement. The most important of these 

~ports is wireless and radio apparatus, the reduction being 

from 30 to 25 percent. These imports in 1937 had a value .. _of 

t2,923,000 (this figure does not include the radios brought into 

Canada free of duty under the $100 exemption privilege). 

Some of the other duty ·reductions which resulted from this 

provision of the 1936 agreement are as follows: electric bat­

teries, electric insulators, and electric irons (from 27~ to 25 

percent); electric shaving machines and parts (from 10 percent 

to free); electric steam-turbo generator sets (from 25 to 20 

percent). The combined import value of all of these items which 

received tariff revisions as a result of the most-favored-nation 

provision was $1,119,000 in 1937. 

Jood and Wood Products. 

Schedule I of the new agreement continued free entry or 
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gave rate reductions, on wood and wood products which had an 

import value in 1937 of more than $8,000,000. 

Duty Reductions by Schedule I. - Dressed lumber,- exclusive 

of hardwood flooring, was dutiable in_:_l935 at 25 percent. The 

most-favored-nation provision o~ the 1936 agreement lowered this 

to 20 percent and the present charge is 10 percent. The import 

duty on hardwood flooring is now 17~ percent, a reduction from 

25 and then 20 percent under previous arrangements. Single-ply 

veneers had their 20 percent rate bound against an increase, the 

charge on two or more layer plywoods was cut from 35 to 30 per­

cent and now the new agreement fixes the rate at 22~ percent. 

Import values in 1937 for these products were: dressed lumber, 

$50,000; hardwood flooring, $35,000; veneers of wood, $318,000; 

and·plywood, $144,000. 

Item 506, manufactures of wood, n.o.p., was dutiable at 

25 percent prior to the 1936 agreement, which amended this charge 

to be 20 percent •. This rate is retained under the terms of 

the present program, but the removal of the 3 percent special 

excise enhances this concession (imports - $1,154,000). 

Vulcanized fibre, kartavert, indurated ~ibre and products 

thereof, (imports - $229,000), have a bound rate of 17~ percent 

as compared with previous charges of 25 and then 22~ percent. 

Fishing rods have been recipients of favorable tariff treat­

ment, having their rate revised from 35 to 30 and now to 25 

percent (~ports - $53,000). Similarly the rate on game tables 

or boards has been cut from 35 percent in 1935 to 30 percent 

under the 1936 agreement. The 1938 schedule I charge is 27t 

percent (imports - $283,000). 
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The most important single concession granted by schedule 

I on wood products concerned furniture, including-metal furniture. 

The rate on this item was almost 50 percent in 1935. Under the 

most-favored-nation provision of the 1936 agreement, large re­

ductions were made on this charge but the Canadian Parliament 

raised this duty to 33 3/4 percent in 1937. Due to the favorable 

tariff treatment in 1936, domestic production supplied about 95 

percent of the Canadian demands. The United States exports to. 

Canada were important, because they supplied special types of 

furniture for which the limited demand did not justify Canadian 

domestic production. The 1938 agreement divides the item into 

two classes. That group which includes wood furniture now bears 

a rate of 32~ percent; furniture other than wood, including 

metal furniture, has a charge of 27~ percent. 

Bindings of Items Free in 1935. - Continued free entry 

was granted to two major groups of wood products which had been 

previously placed on the tree-list in 1936. Included in these 

groups a~e logs and round unmanufactured timber, ties, shingles, 

spokes, blocks, etc.; and lumber dressed on, one side only, in­

cluding clapboards, laths, pickets, etc; and planks, boards and 

other lumber (imports - $5,850,000). 

Reductions in Duty under Most-Favored-Nation Policy. - The 

most-tavored-nation provisions of the 1936 agreement Which have 

been renewed by the present program, granted to a large number 

of wood products duties lower than those applicable in 1935. 

Although these rates are not bound against an increase, no in­

creases have been effected since the 1936 agreement. The major 
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items so benefitted are: Cork manufactures, duty lowered from 

20 to 15 3/4 percent (imports - $269,000); golf-clubs, canes, 

racquets, etc., from 35 to 30 percent ($64,000); picture frames, 

from 30 to 27~ percent ($113,000); coffins and caskets, from 25 

to 22~ percent ($73,000); wire doors, cash registers, and mat­

tresses (all of these being grouped under wood products), from 

30 to 27~ percent (~116 1 000). 

Textiles and Textile Manufactures. 

Schedule I of the 1936 agreement gave but few concessions 

to textiles and textile manufactures, the major ones being the 

binding of the exist1ng free-list status of raw cotton and .re­

lated manufactures, and duty reductions on oilcloth and linoleum; 

and regalia, badges, and belts of all kinds. Numerous favorable 

revisions of the tariff schedule have,however, resulted from 

the most-favored-nation provis1.on of that agreement and conse­

quently imports of the items affected have increased. The full 

benefits of such a concession could not be realized because these 

reductions were accompanied by the lowering by Canada of the 

British preferential rates on the same items. The revision of 

the Ottawa agreement of-1932 which took place in 1937 brought about 

a relaxation of the Canadian obligations to the United Kingdom 

on most of the textile manufactures and the new agreement pro­

vides substantial rate reductions on these items. 

Duty Reductions by Schedule I. - T.he value in 1937 ofthe 

textile items which received duty reductions under schedule I 

amounted to app~oximately $6,000,000. In 1929, when duty 

charges were lower, and prior to the expansion of Canadian 
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textile production, t1.:.is figure was considerably larger. This 

rise of domestic manufacture would lead one to expect that even 

if import rates continue to be lowered, the former import figures 

will never again be approached. 

Woven fabrics, wholly of cotton, not bleache~which sup­

plied the bull{ of the total imports in 1929, had a rate of 20 or 

22~ percent (imports - )4,500,000). In 1935 the duty had been 

raised to 25 percent ad valorem plus 4 cents per pound. Imports 

decreased to ~ .... 512 ,000. The most-fe.vored-nation provision of 1he 

1936 agreement reduced the rate to 20 percent in addition to the 

3~ cent per pound specific duty, and imports increased to ;)1,341,000 

in 1937. The aew agreement fixes the duty at 17~ percent plus 3 

cents per pound, minus the 3 percent special excise tax. 

Of the manufactured textiles, cotton fabrics, printed, 

dyed, or colored are the major item. The import value of this 

co~odity in 1929 was $4,500,000, the rates at this time being 

27! and 30 percent. As ir. the previously mentioned instance, 

the higher rates in 1935 resulted in a decrease of imports to 

$889,000. The 1936 most-favored-nation provision set the duty 

at 27~ percent and 3 cents per pound, as compared with the 1935 

charge of 32~ percent and 4 cents per pound. Imports in 1937 
. 

showed the results of favorable tariff treatment and rose to 

$1,438,000. The new agreement classifies the cotton fabrics ac­

cording to their value arid for each there is. a different rate. 

Fabrics worth less than 50 cents per pound have their 1936 duty 

o~ 27i percent plus 3-i cents per pound renewed but the 3 }ct·ent 

excise tax is removed; on denims for garment manufacture 1 the 
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rate is 20 percent and 3 cents per pound. Those fabrics worth 

50 to 80 cents per pound have a new rate of 25 percent plus 3 

cents per pound, and the fabrics valued at more than 80 cents 

per pound are now dutiable at 20 percent plus 3 cents per pound. 

A considerable benefit was given on woven fabrics of cot­

ton, bleached or mercerized, not colored (imports- $86,000). 

The 1935 rate was 2?~ percent plus 4 cents per pound, in 1936 it 

was 22~ percent plus 3~ cents per pound, and the present 

schedule I charges 20 percent plus 3 cents per pound~ 

Coated and impregnated fabrics were dutiable in 1935 at 

35 percent and 4 cents per pound. In 1936 the new agreement 

brought about a marked cut in rate to 30 percent plus 1~ cents 

per pound (certain parts of the item were ·charged 30 or 32~ per­

cent without a specific rate), imports increased from $520,000 

in 1935 to $922,000 in 1937. Parliamentary action in 1937, 

again revised the rate and made it 30 percent without a specific 

duty, and schedule I of the new agreement binds this ·rate. 

Besides the duty reductions on cotton, silk and artificial 

fabrics, the new schedule I provided a large number of important 

benefits to clothing manufactured from these products. 

The duty in 1935 on clothing and wearing apparel made of 

woven cotton fabrics was 35 percent in addition to 4 cents per 

pound. The 1936 agree.ment revised this to 30 percent and 3~ 

cents per pound and subsequent Canadian legislation removed the 

specific part of the rate. The present program calls for a bind­

iag of this 30 percent rate against a' further increase. Imports 

roee tra.m $589,000 in 1935 to $920,000 1n 1937, largely due to 

more tavorable tariff terms. 
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Clothing and wearing apparel made from fabrics of vege­

table fiber other than cotton or mixed with cotton (not contain­

ing wool or silk) suffered a loss in import value from over 

$1,000,000 in 1929 to 8254,000 in 1935, largely because of the 

excessive increases in tariff. The 1936 agreement lowered the 

1935 rate of 35 percent plus 4 cents per pound to 30 percent 

and 3~ cents per pound. Parliamentary action in 1937, retained 

the same ad valorem charge but Changed the specific duty to 1~ 

cents per pound. The present rate is 30 percent by schedule I. 

Clothing and wearing apparel made from fabric of which 

silk is the chief component of value, had a rate in 1935 of 45 

percent plus 7 cents per ounce. Most-favored-nation provisions 

of. the 1936 agreement cut this to 30 percent with the same 

specific duty, and the present import charge is a straight 30 

percent. ~he 1937 imports were valued at $378,000. Fabrics for 

the same use of whiCh artificial silk is the component of chief 

value, were dutiable in 1935 at 50 percent plus 7 cents per ounce, 

in 1936 at 3li percent plus 4i cents per ounce, and now at 32~ 

percent and no specific duty. rmports in 1935 were $123,000 

and in 1937 they were $373,000. 

Socks and stockings (except wool), were dutiable in 1935 

at the prohibitive rate of 35 percent plus $1.50 per dozen pairs. 

This ~igh specific duty had a drastic effect on the imports of 

lower priced grades. The 1936 most-favored-nation provision re­

duced the charge to 32i percent and $1.35 per dozen pairs but 

th1s still had little effect on the volume of trade. Under 

the new agreement a 20 percent plus $1.00 per dozen 
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pairafee is in effect and American manufacturers should be bene­

fitted by increased sales, specially on higher-priced goods. 

Schedule I of the 1936 agreement provided tariff conces­

sions on two large groups of textile manufactures. L1noleum1 

floor oilcloth and cork matting (imports - ~~172,000), under this 

schedule had their import charge reduced from 35 percent plus 

4 cents per pound to 32~ percent without a specific duty. The 

new rate is 30 percent. The duty on regalia, badges and belts 

of' all kinds, was lowered in 1936 from 45 to 30 percent and 

this latter figure has been renewed in the present program. 

Soma of the other schedule I duty revisions on textile 

products of less importance include cotton rovings, yarns and 

wapps (from 22i percent plus 4 cents in 1935 to 15 percent plus 

3i cents in 1937; mercerized cotton yarns and warps (fram 25 to 

22i percent); cotton sewing thread, yarn, crochet, knitting, 

darning and embroidery ~yarn (from 20 to 12~ percent); cotton 

bags (fram 25 or 35 percent plus 4 cents per pound to 27~ per­

cent); handkerchiefs wholly of cotton (from 35 percent plus 

4 cents per pound to 30 percent); household blankets of cotton 

(from 35 percent plus 30 cents per pound to 20 percent plus 5 

cents per pound); women's and children's outer ~ar.ments who~ly 
-

or in part of wool or similar animal fibre (from 40 percent plus 

35 cents per pound to 32~ percent); knitted garments, n.o.p. 

(tram 45 percent plus 30 cents per pound to 35 percent); 

Oriental and imitation Oriental rugs (from 40 percent plus 20 

cents per square foot to 30 percent and ?i .9enta- · per square 

toot); and other miscellaneous items in which the volume of 

trade was extremely small. 
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Reductions in Duty under Most-Favored-Nation Policy. - As 

a result of the most-favored-nation provision of the 1936 agree­

ment, certain benefits were granted to the United States which 

are not listed in the new schedule I. The total import value 

of textile manufactures which received such treatment was almost 

$3,500,000. These rates are not bound against increases but in 

most cases no upward revision has been exp·erienced. 

The following list of commodities of the textile group 

Which were given the above-mentioned treatment includes articles 

which in 1937 had a total import value of over $100,000. These 

items are: woven fabrics of wool or hair (a reduction from 40 

percent plus 35 cents per pound in 1935, to 35 percent plus 30 

cents); woven silk fabrics (from 45 percent plus 10 cents per 

linear yard to 36 percent plus 10 cents per linear yard); vel­

vets and plushes with silk or artificial silk pile (from 35 to 

29i percent); artificial silk woven fabrics (from 45 percent 

plus 40 cents per pound to 36 percent plus 40 cents per pound); 

ribbons of silk or artificial silk (from 35 to 27 5/8 percent); 

woven fabrics of silk or artificial silk of a type not made in 

Canada, for the manufacture of neckties, etc., (from 20 to 18 per­

cent); fringes, lace, embroideries, etc., (from 35 to 32~ or 

27 5/8 percent); hats, hoods, and shapes of fur felt or weol 

and fur telt (from 35 to 30 percent); and hats, n •. o.p., (from 

15 percent plus $1.50 per dozen to 30 pe~cent plus $1.50 per dozen). 

£oal, Coke, Charcoal, Pitch and Tar. 

In 1937, Canadian ~ports of coal ~nd coke from the United 

States had a value of almost $33,000,000 (this figure includes .. 
certain coke which enters Canada on the tree list). 
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Anthracite coal was at one time on the Canadian free list 

from all lands. American anthracite was dutiable, in 1931, at 

40 cents per short ton and this was increased to 50 cents in 

1932. Moreover, British anthracite was bound free in 1932 and 

the United Kingdom was guaranteed that a 50 cent per ton preference 

over imports from other countries would be maintained. The re­

vision of the Ottawa agreement in 1937 permitted the Canadian 

govermment to alter this guarantee and under the new tariff 

schedule the 50 cent rate is bound against an increase and the 

3 percent excise tax is removed. The effects of these changes 

in trade restriction can be seen by a comparison of the trade 

values in 1929 of $23,600,000, to $9,800,000 in 1935. 

Bituminous coal had a trade value ·in 1937 larger than 

that of anthracite coal (imports - ~;:.19 ,800,000). The United 

States supply Canada with more than 90 percent of her imports of 

b1tum1naa coal, regardless of the fact that the American coal 

has a duty of 75 cents per ton as compared with the British coal 

duty of only 35 cents. Bituminous coal destined for use in 

certain processes is subject to drawback of 50 or 99 percent of 

the duty. The new agreement provides the binding of the previous 

rate and the:removal of the 3 percent excise tax. 

Large quantities of coke enter Canada duty-free when used 

tor special purposes (imports - $1,173,000). Those imports of 

coke Which are ~utiable ·(imports - $1,700,000), had a rate or 

$1 per short ton in 1935, this was renewed in the 1936 agree­

ment and has been rebound by the present trade treaty. 

Coal and pine, pitch.and tar, continue to have free entry 

under.the 1938 arrangement (imports- $232,000). 
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Gas for heating and cooking now bears a 3 cent per one 

thousand cubic feet rate as compared with the previous duty of 

6 cents. 

Charcoal made from wood, dutiable formerly at $7.50 per 

ton now has. this rate lowered to $4 per ton. 

Hides, Skins, Furs, and Manufactures Thereof. 

The concessions granted by the new schedule I on items 

included in this group, had an import value in 1937 of more 

than $7 ,ooo,ooo. 

Duty Reductions by Schedule I. - Belting leather and 

sheepskin or lambskin leather, both had a rate of 27~ percent 

in 1935 and this charge was not altered by the 1936 agreement. 

The new program reduced the duty on the former item to 20 per­

cent and the latter to 25 percent (imports of the two items -

$933,000). 

Sole leather, and genuine pig leathers, and genuine Morocco 

leathers for.merly had the same tariff status as the previously 

mentioned products and under the new agreement they ha~a rate 

of 25 percent. 

The 10 percent charge on leather imported for the manu-

facture of gloves or leather clothing, was lowered by the most­

tavored-nation provision of the 1936 agreement from 10 percent 

to 7i percent and this action has been rebound by the new agree-

ment (imports·- $389,000). 

Boots, shoes, slippers and insoles of any material re­

ceived a valuable concession in the 1938 agreement. The 1935 

rate ot 40 percent was reduced to 35 percent by the 1936 most-
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favored-nation provision and now it becomes 30 percent. Imports 

have increased from ~)343,000 in 1935, to $515,000 .in 193'7. It 

is a significant fact that a large number of these products are 

being brought into Canada by residents of that country who 

travel in the United States and who exercise their $100 ex~mp­

tion rights. 

Manufactures of leather and rawhide, n.o.p., are now 

dutiable at 25 percent as compared with the 1935 rate of 35 
1 

percent and the 1936 rate of 28 percent (imports- $l99,000). 

Other reductions in this group which are of lesser im­

portance, include leather belting (from 35 to 25 percent); 

leather garments (from 35 to 30 percent); and harness and sad­

dlery (from 30 to 22i percent). 

Bindings of Items Free in 1935. - Raw hides and skins 

and undressed fur skins of all kinds, have been on the free­

entry list for a considerable length of time. The 1936 agree­

ment bound this status and the new agreement rebinds it. The 

1937 import value of hides and skins was ~~;1,800,000, and that 

of furs was $3,100,000. 

Reductions in Duty under Most-Favored-Nation Policy. -

Although they are now shown in the new Schedule I, certain re­

ductions-in tariffs which resulted from the 1936 most-favored-

nation provision still prevail. The duty on dressed furs was 

reduced from 15 percent but not less than 72 cents per dozen, 

to lat percent (imports - $795,000); on fur hats, garments and 

miscellaneous manufactures, from 35 to 30 percent; on leather 

of certain types for the manufacture of gloves and clothing, 
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from 20 to 15 percent; on belting, not of leather, from 27~ 

to 25 percent; on feathers, from 15 to 12~ percent; on manu-

factures of feathers n~-~d artificial fea the~ leaves, and flowers, 

from 27~ to 23 3/8 percent. 

Rubber and Rubber Goods. 

The concessions granted on rubber and rubber products 

effect goods which had an import value in 1937 of over $2,500,000. 

Duty Reductions by Schedule I. - The ma~or concession in 

this field concerned miscellaneous manufactures of rubber. This 

item was dutiable in 1935 at 27~ percent and this was cut to 22~ 

percent by the 1936 most-favored-nation provision. This rate 

is now rebound. Imports rose from ~:718,000 in 1935 to f~l,454,000 

in 1937. The 1935 duty on rubber tires for vehicles was 35 per­

cent. This Charge was recuced to 30 percent by the most-favored­

nation treatment of the 1936 agreement and the new schedule I 

makes this fee 25 percent. The imports on this item were 

$240,000 in 1937, as compared with ~160,000 in 1935. 

Rubber or gutta percha hose, matting and packing which 

had a duty of 35 percent and then 30 percent in 1935 arid 1936 

respectively, now are charged 22~ percent (imports- ;;~229,000). 

Other rubber products' rate reductions were on chlorine 

derivatives of India-rubber, India-rubber clothing and rubberized 

clothing. 

Binding of Items Free in 1935. - The 1938 agreement binds 

the free entry of recovered rubber into Canada, as provided prior 

to the 1936 agreement in which this article was not included 

(imports - $712,000). 

Reductions in Duty under Most-Favored-Nation Policy. - The 
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most-favored-nation provision of the 1936 agreement reduced the 

duty on rubber boots and shoes from 25 to 22~ percent. 

Miscellaneous Items. 

The concessions granted to the large volume of trade 

which we shall term "miscellaneous items", consist, for the 

most part, in duty reductions as compared with 1935, and in 

many cases the charges are lower than those in effect irmnediately 

prior to the new agreement. The miscellaneous items may, for 

conveniencifis sake, be divided. into three groups~ (a) a large num­

ber of articles, specifically named which cannot be included in 

any other class, {b) certain 1tems which, when imported for 

special purposes, receive special rates or free entry as excep­

tions from their main classification charge, and (c) the "basket" 

tariff 1 tem which 5_ncludes all 1 tems not otherwise provided for. 

Duty Reductions by Schedule I. - One of the most im­

portant of the 1938 schedule I rate reductions was granted to 

the group of fancy articles of leather or other materials, in­

cluding cases, boxes, purses, etc., which, in 1935, had been 

dutiable at 40 percent. In 1936, as a result of the Canadian-­

French agreement, this rate was cut to 36 percent and the present 

charge is 30 percent (imports - $875,000). 

Another important item which received a favorable con­

cession is compounded or manufactured fertilizers. The 1935 

rate was 10 percent, this was lowered to 7~ percent in the 1936 

agreement and the new charge is 5 percent. Canada may with­

draw this concession if the United States alter certain export 

restrictions on phosphate rock. Imports on fertilizers in 1937 

were valued at $702,000. 
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Of equal prominence was the benefit extended to the duty 

on toys (imports - ~~702,000). The 1936 -schedule I cut the 40 

percent rate to 30 percent and tl::.is is repeated, with the re­

moval of the 3 percent excise tax. 

~~Iiscellaneous musical instrmnents, includ2-ng records and 

phonographs were duti[~blc ir ... 1935 at 30 percent. The most­

favored-nat~on provision of the 1936 83reement gave the "Jnited 

States the benefit of the 24 3/4 percent rate in the Canadian­

?rench trade treaty. The new agreement provides that the duty 

will not exceed 25 percent even if the French agreement should 

be aru1ulled. Imports increased from ·.;:196,000 in 1935 to 

~467,000 in 1937. 

The 1935 rate of 45 percent on jewelry was downwardly re­

vised to 37~ percent as ~ result of the most-favored-nation pro­

vision of the 1936 ai:~recnent; the 1938 schedule I further re­

duces t:C:i s charge to 35 percent and removes the 3 percent excise 

tax. Imports rose :':-tom :>109,000 in 1935 to ~~523,000 in 1937. 

Positive :~lotion-picture films received no rate revision 

in the 1936 agreement and the reduction from the 1935 duty is 

from 3 to 2! cents per linear foot (imports - <;254,000). 

Certain abrasl ve products (imports - ;, 178,000) now have 

a rate of 22-ta percent as compared 'td. th the 1935 charge of 30 

percent and that of 1936 when it was 25 percent. 

The 1935 chnr6e on pianos and organs was 30 percent with 

a minimum of ~;fl5 each. The most-favored-nation provision of the 

1936 agreement gave the United States the benefit of the Canadian­

l~rench agreement, the rate being lowered to 24 3/4 percent with 



- 143 -

the same minimum. The new agreement binds the rate at 25 per-

cent even in the event of a break in the French trade treaty. 

The lar~e minimum has been prohibitive on imports of less ex-

pensive organs and pianos. Imports in 1935 were ~~45,000, in 

1936 they were $7? ,000, and ir .. 1937 they were ~1 115,000. 

The duty on w~'.iskey of the strength of proof, was ~;ao 

in 1935 and tl;.e 1936 arrangement did not a1 ter this fee. The 

present tariff is .,-·6 per Imperial gallon. It is quite obvious 

that prior to 1937 the imports were practically nil, and in that 

year they were valued at y63,000. 

Trunks, valises and similar prod-.;.cts r·.ad a 40 percent 

rate in 1935. As a result of the most-favored-nation provision 

of the 1936 agreement which extended to the United States the 

favorab1e terms of the Canadian-Polish trade treaty, this charge 

became 35 percent and the new agreement still further reduces 

it to 30 percent, (imports- .. ~61,000). 

The 1935 rate of ~4.10 per pound and 25 percent ad valorem 

on cigarettes was not effected by the 1936 agreement, but the 

new arrangement sets the fee at ~3 per pound and 15 percent ad 

valorem. 

The largest tariff item in this group is "Item 711 rt, .the 

"catch-all" paragraph which relates to all commodities not other­

wise described in the new schedule I. The products included in 

this item are of all types and classes. One of the most important 

goods fallingintothis categovy, are chemicals of a kind made in 

Canada, which has been mentioned earlier in this chapter. Another 

important group within this item are certain manufactured food 
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products. In 1935, the rate on item 711 was 25 percent; as a 

result of rrlost-favored-nation treatment in the 1936 agreement 

t:cis was lowered to 22~ percent; and the present figure :i.s 20 

percent with the removal of the 3 percent excise tax. E~clusive 

of chemical products, the import value of this item in 1937 was 

nearly y3,000,000. The import value of the chemicals ~l:hic}:-l_ were 

dutiable under this item was approxi:·,~ately ~1,400,000, making 

the total value of tnis item as a whole aro~l'l.d ;_~4,500,000. 

Other duty red~ctions of less importance under the new 

schedule I include chalk crayons (from 35 percent in 1935 to 

20 percent); oyster shells for feeding poultry (from 25 to 10 

percent); activated clay for use in o~l ref1nlng (from 25 to 10 

percent); coal-tar benzol for blending with gasoline (from 25 

to 10 percent); vermi.cullte (from 25 to 10 percent-); unfinished 

parts for themanufacture of cameras {from 7~ to 5 percent); brass 

band instruments of a kind not manufactured in Canada (from 35 

to 25 percent); and certain types of'buttona and button blanks 

which have a compound rate, the ad valorem part of which had 

been successively reduced from 35 to 31~ to 30 percent. 

Bindings of Items Free in 1935. - The most valuable of the 

concessions which refer to miscellaneous items which were on 

the free list in 1935 relates to bone pitch and resin (imports -

~1,248,000). Other commodities receiving similar treatment~ in­

clude bristles, broom corn, and hair brush pads (imports- $671 1 000}; 

soya beans and cakes snd oil thereof (imports- ~218,000); arti­

ficial teeth {imports- ~372,000); artificial abrasive grains for 

use in Canadian manufactures (imports- $685,000); and ethylene 
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glycol, for use in the m2uu~acture of anti-freezing compounds of 

explosives (imports - .~,753, 000) • 

Reductions in Duty undEJr J.IIost-Favored-Nation Policy. - On 

a large number of commodities, the most-favored-nation provision 

of the 1936 agreement set rates lower than those prevailing prior 

to that arra;.-<semPnt, and although they arP not included in the 

new schedule I, they continue to apply. These rates are not, of 

course, bound against j_~creases. Included in this group are 

parts of cash resisters, from 25 to 20 percent (imports- ~561,000); 

~-:;iant powder and hi :.i-1 explosives, from 2~ to 2-.2- cents per pound 

{imports - )::321,000); ~unpowder, from 3 to 2 3/4 cents per pound; 

adhesive materials for :1eking laminated :_;lass, from 25 percent 

to free; brass band instrume~ts of a kind manufactured in Canada, 

from 25 to 22~ percent; dolls a~d childrens construction sets of 

metal, from 40 to 30 percent; fancy articles includinz bead 

ornaments, fans and statuettes, from 30 to 24 3/4 or23 3/8 per­

cent; brushes, from 40 to 30 or 27 percent; cigarette holders 

and pipes, fram 35 to 29~ percent; certain goods to be used in 

the manufacture of canes and umbrellas, from 20 percent to free; 

and coated paper to be used in the manufacture of ·photographically 

sensitive paper, from 15 percent to free. 

Summary. 

Having now completed a rather detailed presentation of the 

concessions granted by Canada to the United States on imports 

from that country, a fair picture can be seen of the extent and 

value of these benefits. Where import value figures have been 

shown for 1935 and 1937, it is not always correct to assume that 
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the increases are solely a consequence of more favorable tariff 

treatment; such elements as a steady busj_ness recovery, the 

growth of American branch plants in Canada, increased domestic 

production and many other factors contribute, to a large extent, 

in determining the amount of trade which will be carried out 

between these two countries. However, it is, I think, quite 

evident that in some cases the rate reductions have stimulated 

trade and such results will continue to be evidenced if other 

deterrent factors do not become too prom~nent. A discussion 

of the effects of rate manipulation and other components in the 

determination of trade volume will be attempted in a later 

chapter, but for the present, we must now proceed to an examina­

t~on of those concessio~which the United States granted to 

Canada. 
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CHAPTER V 

ANALYSIS OF TrlE PRINCIPAL CONCESSIONS RECEIVED BY CANADA.l 

This chapter will be an attempt to analyze in a more de­

tailed manner the concessions which the United States granted to 

Canada in the 1938 trade agreement. These benefits include rate 

reductions under schedule II of this treaty, bindings of con­

tinued free entry, bindings of previously lowered duty charges~ 

revisions in the length and time of' 11 in season11 periods, and 

changes in the quota provisions. The discussion will be divided 

into the main groups of products, namely, agricultural, forest, 

mineral, fishery and manufactured. \~erever it is deemed neces-

sary, these larger groupings will be sub-divided into the most 

important items contained in that category. Every group, whether 

a main section or a sub-division will then be examined and classi-

fied as to the type of concession it has received and to what 

extent these benefits have been granted. 

Agricultural Products. 

Before the new schedule II was drawn up, certain important 

considerations, particularly with reference to agricultural 

products, were weighed and discussed. These factors which con­

tributed to make this new schedule both unique and far-reaching 

have been ably enumerated in the Department of State Report2 on 

the new agreement, from which the following points have been de-

veloped: 

1. Note. All figures on trade values shown in this section 
are taken from "The New Trade Agreement with Canada", Department 
of State No. 1253, and the tariff rates are taken from "Tabular 
Statement of Tariff Changes Resulting from the Canada-United States 
Trade Agreement," Canadian Government Publication No. 71153-1. 

2. "The New Trade Agreement with Canada," Dl!tpartment of 
State No. 1253. 
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{1) Canada being to such a large extent an agricultural 

country, it is quite obvious that the major portion of the con­

cessions granted must be on Canadian farm products. 

(2) Normally the United States is by far a larger producer of 

agricultural products than is Canada. Therefore, American imports 

from Canada, although they may be a large portion of that country's 

exports, will in most years be small when compared with American 

domestic production. 

(3) Certain circumstances have arisen in the past few 

years which have had an abnormal effect on American domestic pro­

duction. Extreme and repeated droughts in recent years have led 

to a shortage in the home production of grains and meats, and 

therefore imports from Canada rose at those times. This situa­

tion no longer remains and the United States, which are normally 

exporters of agricultural products, have once more resumed that 

position. 

(4) American agriculture is benefitted by many concessions 

made in the trade treaty with the United Kingdom, which was made 

at the same time as that with Canada. Several of these concessions 

involve the entire or partial relinquishment of tariff preferences 

which Canada had formerly held in the British market. 

(5) Many concessions which were of importance to certain 

branches of American agriculture had been obtained from Canada 

in the 1936 agreement. Further concessions in this field appear 

in the new agreement. 

(6) The 1936 agreement provided for considerable reduc­

tions in duty on American exports to Canada of manufactured and 
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factory products. These rate lowerings have resulted in increased 

exports in these products and the increased exports have led to 

increased purchasing power for the wage earners in American fac­

tories. Enlarged purchasing power will permit a more extensive 

expenditure on American farm products and also on imports from 

Canada. 

In devising a schedule of concessions, great care must be 

taken not to place unnecessary hardship on domestic producers of 

s~ilar commodities. As regards agricultural items~ in certain 

cases, rate lowerings were necessitated to supplement an inade­

quate domestic supply. On other products, even if imports should 

increase to a very great extent as a consequence of a more liberal 

tariff program, they could never become more than a minor por­

tion of American consumption. The remaining commodities enter 

the American market at lower rates with restrictions as to quantity, 

full duty being charged for imports in excess of the fixed quota. 

Livestock and Meats 

The major tariff concessions in the field of livestock, 

are still protected by the use of the quota device. Of singular 

importance is the rate reduction on cattle weighing over ?00 

pounds. The 1936 agreement lowered the existing charge of 3 

cents per pound to 2 cents, and the new rate is l~ cents. Formerly 

this item was limited by an annual quota of 156,000 head, under 

the 1938 a~rangement, this has been increased to 225,000 head and 

no more than 60,000 head are permitted to enter in any one quarter. 

Despite the seemingly liberal attitude taken with respect to this 

item, when we realize that this figure represents but 1 1/8 per-
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cent of the average annual slaughter in the United States, it is 

quite apparent that the domestic market has still been reserved for 

American producers. 

Cattle weighing less than 200 pounds each (calves), retain 

their 1936 rate of 1~ cents per pound but the quota has been en­

larged from 52,000 to 100,000 per year, and in addition, the maoci­

mum weight on this class has been raised from 175 to 200 pounds. 

Even these new concessions will permit the entry of only a small 

portion of the American consumption when compa.red with domestic 

slaughter. 

Dairy cows weighing over 700 pounds, received a reduction 

in duty in the 1936 agreement of from 3 to 1~ cents per pound. 

The imports of this type of cattle did not approach the quota of 

20,000 head per year, and therefore the 1938 agreement,besides 

rebinding the existing charge,removed the quantity restriction. 

Hogs and pork products received no concessions in the 1936 

agreement. Under the terms of the new agreement, swine and fresh 

pork have their rates lowered to 1 cent and lt cents per pound 

respectively. Cured pork products now have an import charge of 

2 cents per pound as compared with the 1936 duty of 3 cents. Under 

normal conditions, the United States is a large exporter of pork and 

pork products but in recent years, continued dry spells have 

seriously impaired domestic production and exports. At that time 

imports from Canada increased until a maximum importation of 1 

percent of the domestic production was reached. Since 1938, there 

has been a return to normal production in the United States, and 

therefore the new concessions will not too greatly enhance the 

volume of Canadian exports to the United States. 
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Dairy and Poultry Products. 

The new agreement did not provide these products with any 

radical changes from the 1936 schedule, and in many cases the 

present rates are repetitions of these 1936 charges. The 1938 

duty on Whole milk has been lowered from 6~ to 3~ cents per gallon 

on a quantity not to exceed 3,000,000 gallons, which is equiva­

lent to less than 1 percent of domestic consumption even in the 

northern states where Canadian competition might be evidenced. The 

new charge on cream, subject to a quota of 1,500,000 gallons is 

28.3 cents per gallon. This rate had formerly been 56.6 and then 

35 cents per gallon. The quota figure represents less than one­

fourth of l percent of domestic consumption. 

The 1936 rate of 3 cents per pound on dried buttermilk 

had been lowered by the present policy to li percent, the import 

value on this item is negligible. 

The 1936 agreement lowered the import charge on Cheddar 

cheese in original loaves from 7 cents per pound plus 35 percent 

ad valorem, to 5 cents and 25 percent. 1936 import figures for 

this product rose to approximately 10,000,000 pounds or about 

2 percent of the total American consumption. The terms of the 

present agreement combine the 1936 ad valorem charge and a re­

duced specific duty of 4 cents per pound. 

The concessions granted in the 1936 agreement to live 

birds and to freshly killed birds are continued, with the excep­

tion of freshly killed ducks and gees~ in which case the duty has 

been reduced from 10 to 6 cents per pound. 

Chicken eggs in the shell had their former 10 cent per 
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dozen fee revised downwardly to 5 cents. Even at this reduced 
~ 

charge it is estimated that imports will comprise only a fraction 

of 1 percent of American consumption. The concession on this item 

has been returned by Canada in the same tradetreaty, and American 

exports, already large, should continue to increase. 

Included in this group of items are horses of different 

·valuations. For those valued at lessnhan$150, a specific rate 

has been charged and this had been lowered from $30 to $20 to 

$15 per head. In the case of horses valued in excess of $150, an 

ad valorem charge is made and this has likewise been reduced from 

20 to 17~ percent. 

Grains and Granary Products. 

The ~port charge on barley has been reduced from 20 to 

15 cents per bushel. Poor crops in recent years, coupled with the 

post-prohibition increases in demand for barley malt, resulted in 

a rise in American ~ports. However, in 1937 a better crop was 

harvested and the United States again regained its normal ex-

porting position. 

The duty on oats has been cut from 16 to 8 cents per bushel. 

Under normal conditions, the United States import practically none 

of this product and Canada is usually the largest market for 

American exports. During the drought years when imports of 

appreciable size were necessary, the largest portion of these came 

tram Argentina. On the whole, however, Canada has been the most 

1mportant source of what little imports of this product are needed. 

The new schedule I has made an identical change for this item. 

Unhulled oats and byproduct animal feeds have experienced a 50 per-

cent duty reduction. 
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Rye, formerly dutiable at 15 cents per bushel, now bears 

a charge of 12 cents. The United States have always been large 

exporters of this product but,as in the case of barley, the re­

cent drought and the sudden increase in demand following the repeal 

of prohibition, resulted inmmporary stimulation to imports. At 

the present date, a normal crop is agaln in evidence and the United 

States is again exporting a part of its domestic production. 

The rate on barley malt, the largest single item in grain 

imports in 1937, experienced no reduction in the new schedule II, 

and the existing 40 cents per lOO pound rate has been bound against 

an increase. 

Although American imports of wheat and wheat flour are 

normally of small importance, imports of noticeable magnitude 

of bran and other mill feeds have been experienced. Mill feeds, 

bran, and wheat unfit for human consumption were all bound by the 

1936 agreement against spincrease in the 10 percent rate. The 

new treaty grants a 50 percent reduction in this charge, thereby 

setting the present fee at 5 percent ad valorem. 

Other less important products which will benefit from more 

liberal tariff treatment, include buckwheat and buckwheat flour; 

hulls of grains; rye malt; dried beet pulp; malt sprouts and 

brewer's grains; mixed feeds; screenings and scalpings of grains; 

and cereal breakfast foods. 

Potatoeso 

The 1936 agreement granted as its sole concession a re­

duction in the rate on white or Irish seed potatoes from 75 to 

45 cents per lOO pounds, except during the period from December to 
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February, when as a result of a Cuban preferential agreement the 

60 cent charge would be maintained. The annual quota in 1936 

was fixed at 750,000 bushels per annum. In 1936 the quota was ex­

ceeded by a small amount,but the following year and since that 

date,the imports were of much smaller quantities. The present 

trade treaty lowers the rates for both periods of the year, that 

for December to February now becomes 60 cents and this is subject 

to a further reduction to 37~ cents,should the Cuban arrangement 

be terminated, and for the remainder of the year the rate is 37~ 

cents. In addition, the quota has been raised to 1,500,000 

bushels per year. 

The concession given to white and Irish potatoes, other 

than certified seed potatoes is first evidenced in the 1938 agree­

ment, when the rate was cut from 75 to 37~ cents per bushel (for 

the period from December to February this is 60 cents because of 

the Cuban agreement). The quota limit has been fixed at 1,000,000 

bushels annually, and to the difference between the domestic crop 

and 350,000,000 bushels in years when the domesticcrop falls be­

low 350,000,000 bushels. 

Superficially, at least, these concessions would appear to 

~peril the position of the American potatoe grower on the domestic 

market, since the combination of these two benefits would permit 

the entry into the United States of about five times the quantity 

of potatoes which had entered that country during the period from 

1930 to 1935. However, the total quantity permitted to enter under 

the present agreement represents less than 1 percent of the 

domestic production of potatoes,and,except for years in which crop 



- 154a-

shortages were experienced, none of the former smaller quota have 

even been approached. 

Canada has in the past given the United States an identical 

tariff treatment with that which She herselr obtains, namely 75 

cents per 100 pounds. Under the new agreemen~however, free entry 

to American potatoes has been provided except for the period from 

June 15 to July 31 during which a charge prevails of half the 

former rate. In view of the large exports of American grown 

potatoes under a former duty of 35 cents per 100 pounds, this new 

concession should result in a significant increase in the volume of 

that commodity on the Canadian market. 

Miscellaneous Agricultural Products. 

Exclusive of the agricultural products previously mentioned, 

the most important concession in this field was granted with regard 

to maple sugar and maple syrup. The former rate of 6 cents per 

pound on the first of these two items was cut to 4 cents in 1936 

and on the latter item the then prevailing 4 cent charge was main­

tained. Due to pressure exerted by American producers who used 

these products, it was decided that the former rate ratio of these 

two items should again be restored and in the terms of the new 

agreement this has been done with the resulting charges of 3 and 

2 cents respectively. Although large imports of these commodities 

are needed to supplement a deficient American production, little 

fear need be felt that this will wrest the domestic market from 

the American producers, because, for the most part, there is no 

domestic production of these items and Canadian imports are used 

only in those lines where they are peculiarly suited for a special 

use. 
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The new rate on frozen blueberries of 17~ percent was 

the result of a new agreement with the United Kingdom on behalf 

of Newfoundland# which supplies the largest quantities of these 

berries. Former charges had been 35,and then 25 percent. On un­

frozen blueberries, of which a far smaller volume is imported 1 

similar tariff treatment was given and the rate was lowered from 

lt to 1 cent per pouhd. Despite recent increases in the produc­

tion of these items in the United States, large lmports are still 

needed to meet the present demand. In return fo~ these conces­

sions, Canada has been very liberal with its tariff treatme.nt ... of 

American strawberries and other berries in which they are lack­

ing and which account for valuable trade. 

Another concession relates to cut flowers, fresh or dried 

on which the prevailing duty of 40 percent was lowered to 25 per­

cent. An identical reduction was made in the new schedule I for 

American exports of the same item to Canada. 

On the most important classes of seeds and grasses, the 

rates which existed in the 1936 agreement are retalnedl and, in 

same of the minor classes, new concessions were granted; similar 

reductions were made in the new Canadian schedule. 

Same of the other agricultural products which received new 

benefits,or which retained their former tarif~ status, include, 

honey, apples, berries, cherries, cider, tree and shrub seeds, 

beets, (other than sugar beets), green peas, turnips and rutabagas, 

carrots, radishes and cauliflowe~ and hay and straw. 

Fishery Products. 

Of the total imports into the United States of fishery 
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products, Canada supplies in the neighborhood of two-fifths of this 

value. A large proportion of this figure is made up of imports 

coming into the United States on the free-list, which includes 

such items as sea herring, lobsters, oysters, crabs, and scallops. 

These ite~ received free-entry as a re-binding of their 1936 

tariff status wit~ the exception of "spiny lobsters" which are 

excluded in the new agreement. Whereas the 1936 agreement had 

been principally concerned with reduction in the charges on fresh 

water fish, the new trade treaty gives a more liberal treatment 

to former items besides covering a number of new items not pre-

viously enumerated. Again it is well to refer to the Department 

of State Report,3 w~ich lists the principal reasons for· the ex-

pansion of concessions on fishery products: 

(1) Even with a large amount of protection, the United 

States fisheries would not be able to supply the large and in-

creasing demand for fish of most species, with the exception of 

canned sa~on and sardines which it exports in large quantities. 

Pacific coast waters and Alaska provide large supplies of these 

two species. Considering the problem as a whole, the imports of 

fishery products are approximately three times as large as exports 

in value, which is a large portion of the total fish consumption. 

This phenomenon is partly due to the comparatively short seacoasts 

when related to the population, and the fact that only a small 

percentage of thepopulation is engaged in fishing. 

{2) To repeat this last statement, even in those parts of 

3. "The New Trade Agreement with Canada," Department of 
State No. 1253. 
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the country wl1ich rank high in the fishing industry, fishing rep­

resents only a very small percent of the business. 

(3) Fishing is much more important to the Canadian national 

economy than it is to that of the United States. In the Mari­

time Provinces and British Columbia it is a very large industry. 

As a consequence of increased exports to Canada from the United 

States in other products, the Canadian authorities realized the 

necessity of obtaining compensating concessions on products in 

which she nad a natural advanta~e. 

(4) Concessions of great value to agriculture and industry 

have been obtained from Canada, and these have beenequally bene­

ficial in those parts of the United States where fishing is a 

large occupation, particularly New England, the industrial States 

along the Great Lakes, and the Pacific Coast States. Many of the 

benefits extended to Canada~e compensatory for these liberal 

tariff treatments. 

Codfish and Related ?ish. 

The terms of the 1936 agreement did not provide any con­

cessions on fish of the cod species (cod, haddock, pollock and 

cusk) commonly called groundfish. However, the 1938 agreement 

provides for duty reductions on almost all classes of this item, 

although on the highly competitive forms less than maximum per­

missible reductions are being granted and a quota restriction has 

been erected. 

When the American fishing fleet was at its peak of develop-

ment, it was able to supply the entire domestic consumption of 

these fish and was, in addition, able to export the surpluses 
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to other lands. The decline of the fleet gave rise to the demand 

for tffiports of these groundfish, most of which were shipped in 

salted form. Approximately 15 years ago, as a consequence of 

the introduction of the filleting industry, this downward trend 

of the American cod industry was stopped, since with this new 

innovation the fish could be marketed, fresh or frozen. Therefore, 

despite the gradual decrease in the demand for salt and smoked 

fish, there has been a significant increase in the American catch 

and a definite trend toward a diminuation of the proportion of 

domestic consumption which is being supplied by Lmports. 

Since salt and smoked groundfish already supply the bulk 

of the market, further duty benefits would not greatly enhance 

this Canadian trade,and hopes for increased trade must be placed 

on a stimulation of exports of filleted groundfish. It is small 

wonder, therefore, that there should be revisions in the rates 

of these products in the new schedule II. The charge on frozen 

and fresh fillets of groundfish has been reduced from 2~ to 

1 7/8 cents per pound, subject to quota restrictions. The reduced 

duty is to apply to a quota of 15,000,000 pounds in any year, but 

this may be increased to 15 percent of United States consumption, 

if consumption in the 3 preceding years averaged over lOO,oeo,eee 

pounds annually, United States domestic production is, therefore, 

still in a dominant position for the control of the supply for the 

home market. 

As has been previously stated, the largest proportion of the 

goundfish exports from Canada to the United States consists of salted 

fish. Dry salt groundfish (not skinned or boned), had its l! cents 
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per pound rate lowered to 5/8 cent, whereas for the wet salt fish 

the lowering has been from 3/4 to 3/8 cents per pound. The im­

port charge on 11boneless" saltfish has been cut from 2 to 1~ cents 

per pound. Fresh or frozen groundfish, whole, beheaded or 

eviscerated or both, but not further advanced~now has a 3/4 cent 

rate as compared with the previous 1 cent charge; if the fins 

have been removed, the existing 1 cent rate is bound against an 

increase. Smoked or kippered fillets, formerly dutiable at 3 

cents now are taxed 2 percent, whereas, the duty on other forms of 

this item have had a reduction from 2~ to li cents. 

hliscellaneous Seafish. 

The 1936 agreement made 50 percent rate reductions on the 

items of fresh halibut, fresh eels, hard dry smoked herring, and 

boned smoked herring. In all cases these lowered rates have been 

retained under the new agreement. Rate reductions of a lesser. 

magnitude were also extended to other species of seafish such as 

frozen mackerel, a specific type of salt herring, and smoked salmon. 

On certain other items the new rates represent 50 percent cuts 

from the duties existant prior to the 1936 agreement, and these 

include fresh salmon, fresh swordfish, salted salmon, and salted 

alewives. New concession involving 50 percent cuts in the 1936 

ratewblch had not been lowered with respect to previous charges 

are made on the following: fresh sturgeon, fresh mackerel and 

fresh shad. 

Lake Fish. 

The 1936 agreement provides eight types of fresh water 

fish w1 th import charge re,_~_uctions of from 1 to 3/4 cents per pound. 
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This trade made up the dominant portion of American imports of 

lake fish. Under the 1938 trade treaty, the same treatment is 

maintained for these eight species, and four other species of lake 

fish are added to the list. Fish, fresh or frozen, not other­

wise provided for, which includes lake fish, also retains its 

former charge of 2~ cents per pound. A large percentage of the 

American consumption of this group is supplied by imports. This 

is, to a certain extent, due to the fact that the supply of fish 

in the Great Lakes has been almost exhausted and the Canadian lakes 

are the only other sources of these fish on the continent. 

Forest Products. 

More tnan 50 percent of the American imports from Canada 

in recent years has consisted of forest products, including news­

print paper. The largest portion of this group of products, 

especially newsprint paper and material for making paper, are in­

cluded on the duty-free list. 

Rough Lumber. 

A duty of $1 per thousand board feet was imposed by the 

Tariff Act of 1930 on lumber of fir, hemlock, pine, spruce and 

larch; other softwood lumber, and practically all hardwood l~~ber 

remaining duty free. The Revenue Act of 1932, Section 601 (c) (6), 

placed an additional tax of ~3 per thousand board feet on all of the 

aforementioned types of lumber and also on all other species of 

softwood or hardwood lumber. The 1936 agreement provided a 50 

percent reduction on both the duty and the additional tax, but in 

addition, in the case of Douglas fir and Western hemlock, a quota 

restriction of 250,000,000 board feet per year was imposed. 
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The 1938 schedule II renews most of the 1936 provisions plus the 

removal of the quota restrictions on fir and hemlock. Moverover~ 

with regard to northern white pine, Norway pine, and western white 

spruce, an act was passed by Congress in 1938 which states that 

the total import charge on these items may not exceed 50 cents per 

thousand board feet so long as the agreement remains in effect, 

and,therefore, tne import tax was removed in these special cases. 

In reference to cab~net woods,of which Canada is not the princi­

pal supplier, the 1930 rate of $3 was reduced to $1.50 in 1936 

and now it has been excluded from the new agreement thereby re­

storing it to the statutory revenue tax of $3 per thousand feet. 

Certain very definite reasons have contributed to the for­

mation of this extremely favorable tariff policy,and among the 

outstanding of these are (1} the $4 charge on many of these types 

of lumber wa~ in effect, prohibitive, and imports of these species 

fell off considerably; (2) the inadequate domestic supply of such 

lumber as white pine and spruce in the United States made imports 

from Canada a necessity; (3) the quota set on Douglas fir and 

Western hemlock was never approached, {in 1937, the year of maxi­

mum imports of these two timbers, the actual shipments were a 

bare 60 percent of the quota); {4) American lumber has obtained 

valuable concessions on British markets at the expense of Canadian 

relinqu1shments of their trade preferences in those markets; and 

the Canadian government has agreed to extend the relinquishment 

of preference to other forest products should the United States 

pursue a more liberal policy and repeal the import tax on Canadian 

lumber; and (5) even when free entry was permitted, the imports were 

always small when compared with American domestic production. 
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Free Entry Bindings on Forest Products. -- The most im­

portant free-entry binding on forest products are those on news­

print paper and paper-making materials, all of which have been 

duty-free for some time. The 1936 agreement bound the free-entry 

status of the three types of wood pulp entering the United States 

from Canada and for which the latter country is the principal 

supplier. The new agreement rebinds this tariff treatment on 

all of theseitems (import value in 1937- $155,000,000). 

Two outstanding reasons can be given for the attitude 

taken by the United States on imports of these free-list commodities; 

firstly, they have always been dependent on imports for a large 

portion of their paper requirements, and in the past ten years 

approximately 50 percent of the total paper consumption has been 

from ~ported materials; and secondly, it is believed that in 

periods of active building construction, the United States has 

been reluctant to deplete their timber supply by using the wood 

for the paper industries. The imports have, for the most part, 

been of materials for the manufacture of white paper since the 

domestic supply of balsam fir and spruce, which are component bases 

for this product, have,to a large extent, been depleted. It will 

be of considerable interest to note the effect of the development 

of new processes, whereby the abundant supplies of Southern pine 

can be utilized for the manufacture of white paper. 

Another extremely valuable import from Canada on which 

free entry is granted, are shingles of wood, principally those of 

red cedar. The 1936 trade agreement had limited imports of any 

one-half year to 25 percent of the consumption of the previous 
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half year, and whenever this quota was reached further,imports 

were not permitted to enter the country at any price. Such a 

stipulation lead to an unstable volume of imports and the new 

agreement modified this clause by setting a quota of a quantity 

equal to 30 percent of the average annual consumption during the 

three preceding years with a maximum duty of 25 cents per square 

or about 10 percent ad valorem. 

Among the other items which received the same free entry 

treatment as of the 1936 agreement may be included, numerous un­

manufactured or simply manufactured wood products, such as logs, 

laths, posts, poles, railway ties, palings and pickets. 

Miscellaneous Dutiable Wood Products. 

American imports of dutiable wood products are relatively 

small as compared with the trade in lumber. The trade agreement 

in 1936 gave concessions to only a few articles in this group and 

for the most part these benefits are continued plus a few new 

reductions in the 1938 schedule II. Certain of these articles 

were recipients of 50 percent duty reductions and this list in­

cludes flooring of maple (except Japanese maple), birch, and 

beech; veneers of maple and birch; hubs for wheels, heading and 

stave bolts, and other rough shaped blocks; casks, barrels and 

hogsheads (not including beer barrels or kegs). Another group 

of items received a cut in import charge from 33 1/3 to 20 per­

cent ad valorem, and this assemblage is comprised of such imports 

as paint brush handles, broom and mop handles, tennis racket frames 

(valued at $1.?5 or more each), toboggans, baby carriages, wheel­

barrows, canoes and canoe paddles, horse-drawn vehicles, and ice-
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hockey sticks. The import value of these products is relatively 

insignificant when compared with American domestic production of 

these same wood manufactures. 

One import of singularly large import value, whichms re­

ceived a 50 percent reduction in its rate of from 10 to 5 per­

cent ad valorem, is Christmas trees. Canada has always been a 

large supplier of this item to the United states. 

Mineral Products. 

For a large number of important mineral products, Canada 

is the pr~ncipal supplier to the United States. In many of the 

cases in which the product ls either not mined in the latter 

country or in wllich a sl,:ortage exists, free entry is provided. 

These concessions on items receiving a free-list status are for 

the most part rebindings of similar treatment in the 1936 agree­

ment. As is to be expected in keeping with the general tone of 

the new agreement, the scope covered by duty reductions is much 

wider than in previous trade programs. The three leading metallic 

items, that is from the standpoint of value of imports, nickel, 

aluminum, and zinc, have duty reductions of 25 percent or less. 

Some of the less important products have benefitted from cuts of 

up to 50 percent of former charges but of course the imports are 

very small when compared with domestic production. 

Aluminum. 

!he 4 cent per pound duty on aluminum which was set by 

the Tariff Act of 1930 and repreated in the 1936 agreement is now 

cut to 3 cents. This product has a unique problem, in that the 

leading foreign producers of aluminum are affiliated in a cartel 
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arrangement. In the United States there is only one producer of 

primary aluminum and this firm is, at least indirectly, affiliated 

with the dominant producers in Norway and Canada, the leading im­

porters to the United States. Although the United States lead 

the world in the production of aluminum, the largest part of this 

is manufactured from imported bauxite. Therefore, American im­

ports of aluminum have been affected to a considerable extent by 

artifical foreign controls and not wholly by the general market 

considerations. The 1937 domestic production of primary aluminum 

was about 293,000,000 pounds, and that of secondary aluminum (re­

covered from scrap) was8bout 125,000,000 pounds. The 1937 imports 

totaled approximately 45,000,000 pounds or a bit over 10 per-

cent as compared with domestic production. Of this figure, Canada 

supplied about 60 percent and most of the remainder came from Norway. 

Cadmium. 

This by-product of copper manufacturehas a very small im­

port value as compared with that of the product from whose produc­

tion it is derived. Only in recent years, essentially during the 

period of the rise in car manufacturing has this metal become at 

all prominent because of its use for automobile bearings. The 

recent rise in the automobile industry has then accounted for in­

creased demands for cadmium, with consequent price rises. The 

15 cent ·per pound import charge has been lowered to 7~ cents in 

the new agreement. 

Nickel. 

The leading American metal import from Canada is crude 

nickel. Despite the fact that a minimum of this metal is produced 
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in the United States, it has always been subjected to a relatively 

high duty of 3 cents per pound with the resultant effect that the 

nickel industry has imported large supplies of nickel-copper matte 

from Canada and this is used in the manufacture of monel metal. 

The new agreement lowers this charge to 2~ cents and on such a 

large volume of trade (imports in 1937 - ~19,767,939) this re­

duction is a considerable concession. 

Zinc Ore and Zinc 1,1etal. 

The 1936 agreement rates for zinc ore and zinc metal which 

were 1! and 1 3/4 cents per pound respectively, are now cut to 

1 1/5 and 1 2/5 cents. The United States is the largest zinc 

producing country in the world, but the domestic consumption is 

so great, due to the importance of this metal for leading Ameri­

can industries, that in recent years imports, mostly of ore and un­

refined zinc, have exceedai exports. The zinc mining industry is 

of primary importance to certain of the states, but it is thought 

that adequate protection has been left for these industries because 

the ~port excesses are but a very small figure when compared with 

domestic production and consumption. 

Iron Alloys. 

Few concessions were made on products which may be included 

under the above heading. Spiegeleisen continued to be dutiable at 

its former charge of 75 cents per ton. Ferromanganese, ferrochrome, 

ferrotitanium, ferrovanadium and ferrouranium continue to bear the 

rates imposed by the 1936 agreement. Ferrosilicon, dutiable prior 

to the 1936 agreement at 2 cents per pound had this charge lowered 

to li cents in the trade agreement of that year and now this be-
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comes 1 cent. Boron carbide has a new duty of 12~ percent wnich 

is a 50 percent reduction from its 1936 rate. 

Mineral Products on the Free List. 

Cobalt and cobalt ore, and nickel ore, matte and oxide, 

continue to have the free-entry status granted to them in the 

1936 agreement. These are commodities in which the United States 

has little production and on which the imports have been of con­

siderable volume. 

Nonmetallic 1.1inerals and Products. 

As in the case of metallic minerals and products, a very lib­

eral new schedule of tariffs has been established. In the cases 

where American production is small, low rates or free entry has been 

promulgatec', and in a few cases protective duties are still maintained 

to encourage the production of these commodities in the United States. 

Nepheline syenite. -- Crude nepheline syenite is on the 

free list, and the ground material is dutiable at 15 percent ad 

valorem as compared with the former 30 percent charge. This 

product is used as a substitute for feldspar in certain manufac­

tures and as yet the bulk of its production is confined to Canada. 

As a safeguard to the domestic feldspar industry, the following 

provision w~s made which states that in event of imports of crude 

and ground nepneline syenite together exceed 50,000 tons per annum, 

the two Governments shall consult regarding action to be taken. 

If consultation results in no agreement, the United States Govern­

ment shall be free to increase the duty on imports in excess of 

50,000 tons in any calendar year. This concession will permit an 

increase in Canadian imports to the United States without seriously 

endangering domestic manufactures. 
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Nonmetallic Minerals on the Free List. 

Due to the extensive use and the comparatively small domestic 

supply, one of the largest items on the free entry list from Canada 

is crude asbestos and crude artificial abrasives. 

Miscellaneous Dutiable l•1ineral Products. 

Among the miscellaneous and comparatively insignificant im­

ports from Canada may be included fire brick, brick n.o.p., lime­

stone, li.ne, crude feldspar, low priced talc, and dead-burned basic 

refractory material. Lost of these items had received rate re­

ductions in the 1936 schedule II, and now, with the exception of 

limestone and talc, further benefits were granted. Other con­

cessions which are solely the result of the new agreement were 

given to building and paving brick, cement bentonite, three types 

of mica, ground feldspar, and crushed or ground stone. None of 

these items has an import value of large enough proportion to be 

considered detrimental to American domestic production. 

Manufactured Products. 

Outside of the agricultural, fishing, forestry and mining 

products, there remained but a few comn1odities which Canada ex­

ported to the United States in sufficient volume to merit chief 

supplier concessions. Among the most important of these may be 

mentioned whiskey, certain chemicals and oils, metal products, 

paper and printed matter, silver fox furs and miscellaneous manu­

factured products. These items will now be described more fully. 

Whiskey. 

The outstanding item in this list is whiskey, the 193? import 

value of which was $21,000,000. Prior to the 1936 agreement and 
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during the prohibition period, the duty was fixed at ~)5 per proof 

gallon. The 1936 trade program reduced this figure to $2.50 with 

the result that the United Kingdom which supplied Scotch and 

Irish whiskey benefitted greatly. The new agreement renews this 

concession on all whiskey aged not less than 4 years, in wooden 

containers, with the same conditions being set forth in the trade 

treaty with the United !~ingdom. American domestic production has 

increased to a large extent in recent years but as yet an adequate 

supply of sufficiently aged whiskey is still unavailable, and 

large imports must be relied on to meet the increased demand. 

Chemicals and Oils. 

Of the concessions coming under this group heading, the 

most valuable is that with regard to acetic acid containing by 

weight more than 65 percent of acetic acid (imports in 1937 

1. 
$1,692,000). The rate of 2 cents per pound was lowered to 1 4 

cents in the 1936 agreement and now this becomes 1 cent. Similarly, 

acetic acid with a lower acetic acid content received a rate-cut 

concession. No incr·eases in imports have been experienced since 

the f1rst tariff reduction, and increases up to that date were 

due mainly to a large demand for this product in the manufacture 

of rayon. Domestic manufacture is now supplying this new demand 

to a much larger extent. 

Continuations of the maximum reductions granted by the 

1936 agreement were extended on vinyl acetate, and synthetic resin 

therefrom~ cobalt oxide and crude sperm oil. Gas black pigment 

and acetylene black pigment had their 1936 rates of 20 and 15 per­

cent respectively cut to 10 percent. 
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The remaining large concession in this group is that on 

salt. The rate on salt in bags, sacks, barrels or other pack­

ages is lowered from 11 to 7 cents per lOO pounds. The rate 

on bulk salt is cut from 7 to 4 cents per lOO pounds. Other 

less important concessions include those on fir or Canada balsam, 

crude calcium acetate, specific fish oils, and cedar leaf oil. 

Continued free-entry bindings were given on sulphuric 

acid, calcium cyanamid, and sodium cyanide. New bindings affected 

such products as certain crude or semi-manufactured coal-tar 

products, drugs from animals, radium and selenium and their re­

spective salts. 

Metal Manufactures. 

A few valuable concessions were made on metal manufactures 

in the advanced stages of production. The rate on electric 

cooking stoves and ran~es already lowered by the 1936 agreement, 

was still further reduced. On many other items, which were un­

affected by this treaty, new concessions have now been made, 

and these products include hollow bars and hollow drill steel; 

woven wire cloth of certain mesh sizes; axles and parts thereof; 

cast-iron fittings for cast-iron pipe; miscellaneous cast-iron 

manufactures; molder's patterns; iron or steel chains of cer-

tain sizes; electric washing machines; and motor and pleasure 

boats valued at not more th~n $15,000 each. Imports on all of 

these items are negligible when compared w.tth American production. 

Paper and Printed Matter. 

The sum total import value of all dutiable trade of this 

type by the United States is but a small fraction of the import 

value of newsprint which is permitted free entry into that country. 
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In most lines of production the American industry is quite 

capable of supplying domestic demands and those types of paper 

in wr1ich imports are sought are classes in which home produc­

tion would not be profitable. 

The 1936 agreement granted maximum tariff reductions on 

pulpboard in rolls for wallboard, either processed or unprocessed 

and the new agreement continues this status. Uncoated book and 

printing paper received the most important new concession, when 

the 1936 rate of i cent per pound plus 10 percent ad valorem 

was reduced to 1/5 cent per pound plus 5 percent. Despite sub­

stantial increases in the import volume of this article, the 

figure for this trade is less than 1~ percent of domestic pro­

duction. Hanging paper, not printed, which was dutisble in 1936 

at 10 percent now becomes taxable at 7~ percent. 

Tissue paper with a 1936 agreement duty of 6 cents per 

pound plus 20 percent and 5 cents per pound plus 15 percent for 

the two weight classes of this product, has received further 

downward revision to 3 cents per pound plus 10 percent and 2~ 

cents per pound and 7! percent respectively. The specific part 

of this duty prior to the new agreement was prohibitive on the 

cheaper grades oftissue and therefore most of the imports con­

sisted of high grade papers entering from Europe or Japan. The 

present 50 percent reductions granted to Canada apply only to 

tissue paper valued at not over 15 cents per poill1d. Most of 

the American domestic produce of tissue is of a much cheaper 

variety. A 50 percent reduction was also made by the 1938 trade 

treaty with regard to crepe paper valued at not more than 12~ 
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cents per pound. Maximum reductions were given on tourist 

literature. 

Silver-Fox Furs. 

The duty on these furs has been cut from 50 to 37~ per­

cent ad valorem by the 1938 agreement. The United States pro­

duction has increased considerably in the last few years, but 

the even greater increase in demand for these furs has necessi­

tated imports of as much as 10 percent of domestic production. 

Most of the American exports of silver-fox furs are of lower 

class skins. The 37! percent duty should provide adequate pro­

tection for the domestic industry without too greatly reducing 

imports from Canada. 

Miscellaneous Manufactured Products. 

Patent leather received a 50 percent rate reduction in 

the new agreement thereby making this article dutiable at 7~ 

percent. The 1936 charge of 10 percent on harness and saddlery 

leather has been renewed. 

Other concessions of which perhaps the most important 

are those on ice skates and lacrosse sticks, include, in addition, 

leather skating boots, leather gloves, rubber hose and tubing, 

pipe organs and parts, and hose suitable for conducting liquids 

and gases. wholly or in chief value of vegetable fiber. Only 

ice skates and lacrosse sticks have exports which are of more 

than incidental importance. 

swnmarz. 
The statements made at the conclusion of Chapter IV, may 

again be repeated with regard to the effects and value of the 
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American concession to Canada. This new schedule II,although 

considerably shorter than the new schedule I, should have a 

beneficial effect on the stimulation of Canadian industry for 

the production of larger supplies of export materials. The 

numerous reductions in tariffs and the manyitems on the free 

list present attractive opportunities for Canadian producers 

despite the quota restrictions on certain of these products. 

And yet, even at the price of a more liberal trade policy, it 

is quite evident that little or no hardship has been ~posed on 

American manufacturers. Those :ndustries in which the United 

States has been a large producer, and those in which she is 

attempting to develop "infant industries",have been given ample 

protection until such a time as tl1ey are able to meet foreign 

competition. 

More favorable tariff treatment will, no doubt, result 

in increased Canadian exports to the United States and in a 

similar manner American manufacturers and consumers should be 

benefi tted by the increased i.nports. As has been previously 

stated, it is difficult to determine from a superficial study 

just what portion of import or export value is to be attributed 

to rate manipulation and what portion may be the result of 

factors external to this form of stimulus. 

The following chapter will deal with the actual trade 

values of the leading exports and imports from the United States 

and Canada. This is to be followed by a final chapter dealing 

with factors instrumental in causing trade volume fluctuations, 

and how they act to combine or to conflict with rate manipulation 

1n the control of international trade. 
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CHAPTER VI 

STATISTICAL SURVEY OF RECENT CANADIAN-M~ffiRICAN TRADE VOLUME. 

The past chapters have dealt in a somewhat detailed man­

ner with the actual Changes and modificationsof tariff schedules 

which took place in the 1936 and 1938 trade agreements. There­

fore, they have been, for the most part, a description of What 

has been set forth in the schedules of these two agreements 

without reference to changes in the volume of trade between 

the United States and Canada which accompanied, or perhaps re­

sulted from, these trade programs. True, it is difficult to 

ascertain the causal relationship in a complicated problem such 

as a consideration of hoVI much any one factor affec1a import and 

export values, and yet without such an attempt, it would be 

difficult to evaluate or to determine whether or not the policy 

which is being subjected to trial is a good one. It is well 

then, one should think, to place one-self in the position of 

the formulators of international trade policy and attempt such 

an analysis on the basis of past and present experience. This 

is the purpose of the concluding Chapters. 

Realizing the complexity of this problem, it is dif­

ficult to determine what procedure would lead to the most con­

clusive and useful results, without becoming too deeply lost 

in a maze of figures and facts. The plan which seems the most 

suitable and profitable is the following. 

There will be presented in this chapter the actual 

statistical values for exports and imports of certain com­

modities covering a period of five years, so that a realistic 
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basis of comparison may be established. To represent Canadian 

imports from the United States, and American exports to Canada, 

a list of 20 commodities was selected, 10 to represent the flow 

of goods in each of the two directions. These 20 trade items 

were chosen from the hundreds which are component parts of the 

list of Canadian-American commercial exchanges, with certain 

definite purposes in m~nd. Firstly, the commodities should be 

those in which a comparatively large volume of trade has been 

carr~ed on for a number of years; secondly, only those items 

should be selected in which there have been actual reductions 

in rates due to the agreements. Articles which have maintained 

the same charges throughout or a duty free status for the period 

to be studies would be of little value in the present survey; 

thirdly, in so far as possible, it is well to have a diversified 

list of products, so that the effects of unusual factors effect­

ing one type of export or import will not render the entire 

study valueless; fourthly, products which have declined in trade 

volume should be included as well as those in which increases 

are reported, so that the possibilities of further stimulation 

in trade by rate manipulation can be appraised; and fifthly, 

it is well to exclude from our consideration all commodities in 

which a clearly defined factor, external to the trade program, 

has effected a violent fluctuation in exchange volume. 

To qualify a product in all of these respects is a per-

plexing undertaking. The commodities in Which the largest trade 

is realized are for the most part those which are on the duty­

free list or which have retained the same tariff status through­

out the period under consideration. Therefore, such highly 
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valuable articles of connnerce as wood-pulp, coal, raw cotton 

and silk, etc., were deleted from the list. In the case of 

Canadian exports to the United States, a long list could have 

been compiled of strictly agricultural, or fishery, or forest 

products; and with respect to Canadian imports from the United 

States, similar lists could have been tabulated of purely 

mechanical products; but in an attempt to circumvent the ef­

fects of such a restricted survey, other products of perhaps 

less actual trade value were included, to maintain a balance. 

For the most part then, the group of items represents those 

commodities which more closely conform to the principles set 

forth in the previous paragraphs. 

The period chosen was one of five full years, from January 

1, 1935 to December 31, 1939 inclusive. Since the inception 

dates of the two agreements were January 1, 1936 and January 1, 

1938, this five year period would permit the comparison of 

data. for a full year prlor to the first agreement, three years 

between agreements, and a full year after the 1938 agreement. 

The trade values shown are for the most part direct re­

productions of the figures given in the "Summary of the Trade 

of Canada"l pamphlets for the years 1936, 1937, 1938 and 1939. 

In certain lnstances the grouping as indicated in the schedule 

of the trade agreements and the item in the trade value summary 

were not in strict conformity, in which case the author was 

obliged to calculate as closely as possible these values which 

could not be obtained fram more reliable sources. All of the 

figures shown represent the value tn Canadian dollars. 

1. Summary of the Trade of Canada, 1939,193?, 1938, 1939. 



- 177 -

The rates indicated were obtained from the "Statement 

of Tariff Changes Resulting from the Canada-United State Agree­

ment".2 The figure which will be indicated as the 1935 rate 

is that which was in effect prior to the 1936 agreement, the 

other two tariff charges will be self-explanatory. 

Having now set up a plan for an investigation of recent 

fluctuations in Canadian-American trade during the period of 

the reciprocal trade programs, the ne~·=t object is to tabulate 

the changes in the exchange volume of the commodities to be 

examined for the period which has been chosen. The purpose of 

t:_:_is chapter is, the:Q., to indicate these values as compiled 

from authoritative sources, quite irrespective of the reason 

why changes and certain trends in these figures are exhibited. 

The following cr1apter will attempt to take and correlate the 

figures set forth in this discussion with reality, in an attempt 

to ascertain if possible to what extent trade was increased by 

a more liberal tariff program, and to what extent this attempt 

was modified by external factors. 

Principal Commodities Imported By Canada From the United States. 

The commodities chosen to represent American exports to 

Canada for the five year period are automobiles, oranges, mining 

machinery, textile machinery, aluminum and products, threshing 

machines, electric motors, unbleached cotton fabric, printing 

presses, and adding machines. These products appear to conform 

in most respects to the pattern which will provide the most 

conclusive results. 

2. Tabular Statement of Tariff Changes Resulting from the 
Canada-Un1ted States Trade Agreement. House of Commons Committee 
on Ways and Means. 
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Oranges. 

TABLE B 

CANAD:l:A2·~ ~~.IPORTS OF ORANGES FROM THE UNITED STATES. 

Year 

1935-1936 
1936-1937 

1937-1938 

1938-1939 

1939-1940 

Tariff Treatment 

35~ per cu. ft. 
Free Jan. - Apr. 
35~ l.:ay - Dec. 
Free Jan. - Apr. 
35i l·,Iay - Dec. 
Free Jan. - Apr. 
35~ I' lay - Dec. 
Free Jan. - July 
35~ Aut;. - Dec. 

Trade Value 

$5,041,103 
$5,949,725 

$.6,823,885 

~S5, 320, 342 

~~5, 842,272 

The trade value of oranges increased steadily throughout 

the period under observation until the 1938-1939 returns, which 

showed a decline almost to the 1935-1936 level. The import value 

for 1939-1940 indicates a return to the normal trend and the 

figure is wl t~1ln •p-108,000 bf the 1936-1937 level. 

The tariff reductlons have been in the form of a maintenance 

of the 35 cents per bushel charge or 1935, but in the two sue-

cessive agreements, there have been increases in the period for 

free entry. 

Automobiles. 

TABLE C 

CAUADIAl-l IMPORTS OF AUTOMOBILES FROM TEE UNITED STATES. 

Year Tariff Treatment Trade Value 

-----------------------------------------~-------------------
1935-1936 
1936-1937 
lg37-1938 
1938-1939 
1939-1940 

-----------------

20, 30 or 40 per cent 
17~ per cent 
172 per cent 
17J per cent 
172 per cent 

~ 1,780,041 
~ 5,683,880 
$12,445,969 
~10,352,682 
~~13,281, 627 

-------- ---
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Canadian imports of automobiles have shown a remarkable 

increase from 1935 to 1940. The year 1938-1939 brought with 

it a slight downward deviation from the steadily increasing 

trend line, but the 1939-1940 figures show imports in excess of 

any previously attained yearly total. 

The tariff scheme during this period was a revision of 

the 20, 30 or 40 percent ad valorem rates by the 1936 agreement, 

which set a new import charge ofl7~ percent. Substantial trade 

increases have been evidenced and the new agreement binds the 

1936 rate at 17~ percent. 

Mining Machinery. 

TABLE D 

CANADIAE IJ,'IPORTS OF l.'IINING MACHINERY FROM THE PNITED STATES. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

25 percent 
20 percent 
20 percent 
20 percent 
17~ percent 

Trade Value 

~ 
~2,739,262 
~~5, 750,008 
~~4, 696,582 
$5,160,441 

Again, with the exception of the year 1938-1939 there 

has been a steady growth in the Canadian import voltune of the 

items included under the heading, mining machinery. The value 

of 1939-1940 trade has not as yet reached the 1937-1938 level, 

but it far surpasses the value in any of the other previous 

years. 

The accompanying rate revisions are in a steady downward 

trend tram 25 percent ad valorem in 1935, to 20 percent under the 

1936 agreement, and a 1938 import charge of 17i percent. 
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Textile Machinery. 

TABLE E 

CALADIAN IMPORTS OF TEXTILE MACHINERY FROM TIIE UNITED STATES. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

10 percent 
5 percent 
5 percent 
5 percent 
5 percent 

Trade Value 

~2,083,787 
;p2,811,314 
:;;3, 488, 666 
~2,665,821 
~3,438,548 

The annual import value figures for this very important 

item have risen from 1935 until 1938. The 1938-1939 figures 

show a value which is lower than the 1936-1937 level but the 

following year of 1939-1940 indicates a recovery to within 

~50,000 of the peak value in 1937-1938. 

The 1936 agreement showed a reduction of 50 percent from 

the previous 10 percent ad valoren charge. The new agreement con-

tinues this 5 percent charge and binds it against an increase. 

Aluminum and Aluminum Products. 

TABLE F 

CAhADIAN iMPORTS OF ALUIVLINUM AED ALUMINUM PRODUCTS 
FROM THE UNITED STATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

30 percent 
30 percent 
30 percent 
30 percent 
87! percent 

Trade Value 

~p2, 589,341 
~2,791,753 

1
3,971,085 
1,966,767 
2,590,378 
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A slight rise in imports was experienced in the first 

three years of the period with which we are concerned. The 

last two years show a serious decrease in this trade value and 

the 1939-1940 ~port value has barely risen over the 1935-1936 

total. 

Ho chan;es in the rates on these items were effected until 

the 1938 agreement When the then existant charge of 30 percent 

ad valore~ was cut to 27~ percent. 

Threshing Machinerr. 

TABLE G. 

CA:~ADifiL Ti.~OR~1_1S OF TERESni~H.T 1-~~CHINERY 
FROM THE UNITED STATES 

Year Tariff Treatment Trade Value 

1935-1936 25 percent ~ 10,218 
1936-1937 7J:.. percent 

. 

316,221 (. 

7~ ~7 
1937-1938 percent 4.' 347,940 

7~ 
•:r 

1938-1939 percent ;~1, 279, 606 
1939-1940 7~ percent ~1,710,517 

Almost phenomenal increases have been the experience with 

regard to the import figures on threshing machinery. The figures 

for 1936-1937 show an a~ost 3000 percent increase over the pre­

vious year total and in the succeeding years s~ilar, although 

not quite as large, gains have been reported. There have been 

no deviations from the ascending trend at any time within this 

period. 

Threshing machinery was dutiable at 25 percent ad valorem 

in 1935. The 1936 agreement lowered this to 7~ percent, where it 

is now bound against an increase in the terms of the new agreement. 
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Electric Motors. 

TABLE H. 

CANADIAN IMPORTS OF ELECTRIC lviOTORS FROIVI THE UNITED STATES. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

37~ percent 
30 percent 
30 percent 
30 percent 
25' . percent 

Trade Value 

$ 885,699 
~1,240,136 
~1~891;223 
~1,498,789 
~1,514,013 

A steady rise in Canadian imports of electric motors was re-

ported until the 1938-1939 annual total, at which time the ~igure 

fell below the 1937-1938 high. The 1939-1940 trade value is again 

a step in the upward direction but as yet the 1937-1938 figure 

has not been approached. 

The tariff treatment on electric motors has been a steady 

downward revision of the rates. The 1935-1936 charge was 37~ 

percent ad valorem, then the 1936 agreement reduced this to 30 per­

cent and the present arrangement cuts the duty still further to 

27t percent. 

Unbleached Cotton Fabrics. 

TABLE I 

CANADIAN IMPORTS OF UNBLEACHED COTTON.FABRICS 
FROM TEE illliTED STATES 

Year Tariff Treatment Trade Value 

1935-1936 25 percent, 4~ per lb. I 512,248 
1936-1937 20 percent, 3l~ per lb. 683,207 
1937-1938 20 percent, 3~!i per lb. 1,341,080 
1938-1939 20 percent, 3M per lb. t 546,327 
1939-1940 17! percent, 3rf, per lb. 1,498,077 
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After a gradual increase in imports during the first two 

years of the period of observation, the trade value of unbleached 

cotton imports rose sharply in 1937-1938 to more than twice the 

value of the previous year. 1938-1939 produced a slump to al­

most the level of the opening year, and the 1939-1940 figure 

again exhibits a marked sharp expansion in this trade to a new 

high total for the entire periai. 

Unbleached cotton fabrics are subject to both a specific 

and an ad valorem import charge. In 1935 these figures were 25 

percent ad valorem and 4 cents per pound as an added specific 

fee. This was lowered in 1936 to 20 per~ent and ~ cents, and 

at present the duty is 17~ percent and 3 cents. 

Printing Presses. 

TABLE J 

CA:i·:ADIAN I!·flPORTS OF PRINTING PRESSES FROM THE UNITED STATES. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

15 percent 
10 percent 
10 percent 
10 percent 
10 percent 

Trade Value 

$ 662,811 
wl,o52,434 
~1,644,610 
~ 955,378 
~1,498,077 

The usual rise in imports whichbas been witnessed in most 

of the aforementioned items for the first three years of the 

period was similarly experienced in the case of printing presses. 

This was followed in 1938-1939 ·by a marked decline of 42 percent 

of the 1937-1938 annual total. The 1939-1940 trade value shows 

a favorable recovery from the one-year slump. 

Only one tariff reduction has been made on this item in 
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recent years, that coming in 1936 as a result of the agreement 

of that year whereby the existing 15 percent ad valorem charge 

became 10 percent. The new agreement has merely provided this 

product with a binding against increase of the 1936 duty. 

Adding ~achines. 

TABLE K 

C.AlTADIAJ.: II,Il)ORTS OF A:SD~iTCI l.iliC:_IN2S ?I~Oivi THE UNITED STATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

25 percent 
20 percent 
20 percent 
20 percent 
20 percent 

Trade Value 

$ 833,577 
~1,064,858 
$1,237,755 
i:fl, 050, 468 
~1,241,366 

A decline in the trade value during the year 1938-1939 

follows a three year steady trade expansion in Canadian imports 

of adding machines. T· ... ~is drop is immediately followed by a year 

which surpasses all previous similar periods as a high mark in 

this type of trade. Throughout the entire five years there has 

been a comparatively stable trade volume for this import, and 

the fluctuations were only minor ones. 

As in the case of the previously mentioned item, printing 

presses, the rates for addi.ng machines have not been subjected 

to more than a single change during this period. That revision 

was included in the 1936 schedule I and cut the 25 percent ad 

valorem charge to 20 percent where it is now bound against in­

crease by the new schedule I. 

Total Canadian Imports from the United States. 

To provide somewhat of a guide as to the general trend of 
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Canadian imports from the United States, regardless of whether 

or not a tariff concession has been made, the following table 

has been included. The figures shown are the trade totals ex­

cluding gold. The column on the right indicates the excess o~ 

Canadian imports over Canadian exports with regard to the United 

States, or what misht be termed the "unfavorable balance". 

TABLE L 

TOTAL CAJ.,ADIAr: l1i1PORTS FROM THE UNITED STATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Import Value 

$312,416,604 
~369,141,513 
~p490, 504,978 
~424,730,567 
~496,898,466 

Import Excess 

~ 39,297,000 
9. 24,354,970 
~118,284,211 
~145,972,641 
$107,144,868 

Canadian imports rose steadily from 1935 to 1938. The 

next year produced a temporary fall in trade value, but the fol­

lowing year, 1939-1940 resulted in the highest import value in 

the entire period studied. The new agreement as analyzed by the 

Department of Commerce, shows that, both through concessions on 

specific products and the extention in the most-favored-nation 

treatment, it has res11lted in a lowering of duties "on an amount 

of approximately ·:ii24l,OOO,OOO worth of United States exports to 

Canada in 1937. This figure, necessarily based in part on esti­

mates, is 74 percent of the total imports into Canada from the 

United States in 1937, which were dutiable in 1935, (some duti-

able in 1935 were free in 1937 as a result of the agreement of 

1936 or of subsequent Canadian legislation). The amount mentioned 
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is in addition to commodities, the 1935 rates of duty on which 

are bound against increase, or which are Hound duty-free, but 

from which the 3 percent tax is removed. 11 3 

Approximately one-third of the aforementioned sum was made 

up of commodities on which the rates, although reduced in the 

1936 agreement, had been lowered still further, or items which 

had not been ir.Lcluded in the 1936 schedule and which were hav-

ing duty reductions for the first time. "The imports of these 

items from the United States into Canada in 1937 were valued at 

$8o,ooo,ooo."4 The remaining two-thirds comprised such items 

which, either through special co~;ani tments or most-favored-nation 

treatment in the 1936 agreement, retained their advantage and 

remained as such in the new ~greement. 

The import excesses or the "unfavorable balancesn through-

out this five year period have been subjects of varied fluctua-

tions. The second year of this period showed a decided import 

value increase over the first year, and the import excess de-

creased considerably. Howeve~ in the third year, the import 

value still increased, but the "unfavorably balance" also in­

creased by almost 400 percent. The fourth year showed a slight 

reduction in lmport value but the "import excess" still increased 

above any previous figures. The final year brought about a re­

vival in import value figures and also a very much more"favorable 

balance" than had been existant in the preceding two years. 

These phenomena wlll not be analyzed in this chapter, and 

the foregone paragraphs are merely statements of facts as recorded 

z. The New Trade Agreement With Canada, Department of 
State. No. 1253. 

4. Ibid. 
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by reliable statistical sources, void of any attempt to explain 

the circumstances v1hich may have occasioned these figures. 

Principal Cownodities Imported by the United States From Canada. 

The commodities selected as representative of Canadian 

exports to the United States which most closely conformed to the 

model product as set forth in the early portion of this chapter 

are cattle, n.o.p.,over 700 lbs., spruce boards and planks, bran 

ar.d bran shorts, barley, pine planks and boards, oats, maple 

sugar, fox furs, rye, and turnips. These items are typical of 

the various product groupings from which they have been chosen, 

both as to tariff treatment and as to trade value changes. 

Cattle, .n.o.p. Over 700 lbs. 

TABLE H 

AMERICAN I~,'lPORTS OF CATTLE, n.o.p. OVER 700 LBS. FROM 
CAl~ADA 

Year 

1935-1936 
1936-1937 (From Apr. 1) 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

3f, per pound 
2~ per pound 
2~ per pound 
2f_ per pound 
~)t' per pound 

Trade Value 

$ 4,845,075 

j
(l··lo, 967,644 

4,331,946 
11,773,979 

American imports from Canada of the heavy-weight class 

of cattle, not specially provided for, may be characterized for 

this period as comparatively steady save for the two peak years 

of 1937-1938 and 1939-1940, at which times the annual figures 

exceeded those of the previous years by more than lOO percent. 

The all time high mark has been recorded in this latter year. 

The rate under the old agreement applied annually to no 
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more than three-fourths of 1 percent of the average annual tot~ 

number of cattle, (including· calves), slaughtered in the United 

States during 1928-32 (155,799 head). The rate under the new 

agreement is to apply annually to no more than 225,000 head, and 

in no quarter-year to more than 60,000 head. The 3 cent per 

pound charge applicable to imports in excess of quantity re­

strictions, is now bound against an increase.5 

The actual specific duty reductions have been subject to 

steady reductions from the 3 cent charge prior to the 1936 agree-

ment, to the 2 cent duty in this agreement and now the present 

rate of 1i cents. 

Spruce Boards and Planks. 

TABLE N 

MIIERICAN IMPORTS OF SPRUCE BOARDS AND PLA~:KS FROM CANADA. 

Year Tariff Treatment Trade Value 

1935-1936 $3.00 Rev. Tax, 41.00 Tariff Rate ~?3, 612,122 
1936-1937 :jpl.50 Rev. Tax, V .50 Tariff Rate ~~5, 722,367 
1937-1938 ;J>l. 50 Rev. Tax, !JP .50 Tariff Rate ~6,679,237 

1938-1939 ,;!,1 50 Rev. Tax, (- .50 Tariff Rate ,4,396,058 'i? • w 
1939-1940 ~;1.50 Rev. Tax, r-t- ~ .50 Tariff Rate 6,676,621 'rt' 

Thetrade value of American imports of spruce boards and 

planks rose each year until the 1938-1939 period at which date 

this figure fell below the standard of the two previous years. 

Following this temporary set-back in trade volume, the 1939-1940 

returns show a marked increase and the value for the year is 

within $3000 of the 1937-1938 high. 

5. Tabular Statement of Tariff Changes Resulting from the 
Canada-United States Trade Agrement. House of Commons Committee 
on 'Nays and Means. 
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This particular item has been, and still is, subject to 

two types of duty, a revenue tax and a specific tariff rate. 

Spruce boards and planks were dutiable in 1935 at 83.00 revenue 

tax and a $1.00 tariff rate. The 1936 agreement reduced this 

by 50 percent to ~1.50 revenue tax and 50 cents for the tariff 

rate. lJo change has been made in the tariff treatment on this 

product by the new agreement and the present charge is bound 

against an increase. 

Bran and Bran Shorts. 

TABLE 0 

~~IERICAli IMPORTS OF BRAN PR01[ CAl\JADA 

Year 

1935-1936 
1936-1937 
193?-1938 
1938-1939 
1939-1940 

Tariff Treatment 

10 percent 
10 percent 
10 percent 
10 percent 

5 percent 

Trade Value 

$3,133,301 
$3,861,961 
~~2, 171,719 
,-;; 318 702 w , 
~54, 647,412 

Bran and bran shorts imports into the United States in­

creased slightly in 1936-1937 as compared with the previous year, 

but the following ye~r saw a sizeable reduction in the trade in 

this commodity. The 1938-1939 total was a still further fall 

in trade volume and then in direct contrast, the 1939-1940 re-

turns indicated the highest value in the entire five year period. 

Prior to 1935, bran and bran shorts were subject to a 

duty of 10 percent ad valorem. The agreement in 1936 bound this 

rate aga1nst an increase and the 1938 agreement has provided 

this item with a 50 percent rate reduction or a new charge of 

5 percent. 
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Agricultural products are, of co~~ subject to numerous 

unpredictable factors and these account, to a large extent, for 

the variations in trade volume. This point should be kept in 

mind with regard to this and the other products of this group 

which are to be considered. 

Barley. 

TABLE P 

AMERIC~.; Ir~:PORTS OF BARLEY PROJ£ CANADA. 

Year Tariff Treatment Trade Value 

1935-1936 20 cents per bushel $ 1 588 185 .. I I 

1936-1937 20 cents ;·er bushel ~11,767,504 
1937-1938 20 cents per bushel q; 2,514,165 
1938-1939 20 cents per bushel ~ 556,287 
1939-1940 15 cents per bushel :;; 3,276,179 

It would be most difflcult to characterize the trend of 

barley imports during t~is five year period due to the wide 

variations experienced in this trade. The second year repre­

sents a 1000 percent increase over the 1935-1936 period, the 

third year total falls to almost 20 percent of the second year 

figure, whereas the fourt:_l year value is approximately 1/3 of 

the opening year total. The figure for the last year indic­

ates th~t more favorable conditions for imports were restored 

with an increase of almost 500 percent over the 1938-1939 re-

turns. 

The rate of duty on barley as in the case of the majority 

of the important agricultural products was kept at the same level 

by the 1936 agreement as that which had existed prior to that 
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arrangement. Then the new agreement brought about 50 percent 

reductions in these charges. In the case of barley, the 1935 

and the post-1936 agreement rates were 20 cents per bushel, and 

the new rate is now 10 cents. 

Pine Planks and Boards. 

TABLE Q, 

Al~IERICAl: IMPORTS OF PINE PLAl'?Z.S AND BOARDS FROM CANADA 

Year Tariff Treatment Trade Value 

--
1935-1936 ~3.00 Rev. Tax, ~1.00 Tariff Rate ~,098,860 
1936-1937 ~~1. 50 Rev. Tax, gi .50 Tariff Rate ,306,326 
1937-1938 ~:~1. 50 Hev. Tax, ~~ .50 Tarif.f Rate $2,315,408 
1938-1939 ~ .5o· Tariff Rate ~;?1, 643, 814 
1939-1940 ~ .50 Tariff Rate ~3,167,306 

------~----~------------~--------------

Pine planks and boards imports show a return to a some­

What normal trend for American imports from Canada during the 

period 1935-1940. The first three years witnessed a gradual 

increase in volume followed by a 1938-1939 recession, which in 

turn was succeeded by a final year in which the imports exceeded 

any previous similar period. 

As in the case of spruce planks and boards, this item is 

subject to a dual char,:~e of both a revenue tax and a tariff rs.te. 

In 1935, pine planks and boards were subject to a duty of $3.00 

as a revenue tax and $.1.00 as the tariff duty. The 1936 agree­

ment reduced this charge by 50 percent thereby establishing the 

fee at $1.50 and 50 cents and this double ch~rge existed until 

1938. The new arrangement renewed this 1936 tariff charge and 

binds the status set by the law in 1938, which repealed the 

rev6nue tax and stated that the total import charge could not ex-
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ceed 50 cents as long as this agreement remained in effect. Thus, 

for the present, the 50 cent rate is the only charge on this item. 

Oats. 
TABLE R 

AMERICAN IMPORTS OF OATS FROM CANADA. 

Year Tariff Treatment Trade Value 

1935-1936 16 cents per bushel $ 423,'746 
1936-1937 16 cents per bushel L• 69,065 ?. 
1937-1938 16 cents per bushel liP 35,282 
1938-1939 16 cents per bushel ~ 4,938 
1939-1940 8 cents per bushel ;1~2, 239,498 

Contrary to the experience reviewed for any of the pre-

viously examined products, the case of oats imports is unique 

in that for the first four years of the five year period under 

observation, there were steady reductions in trade until in 

1938-1939 the total figure represented but little more than 1 

percent of the 1935-1936 volume. Then in 1939-1940, there was 

a phenomenal increase in this trade, and the import volume rose 

to more than five tim~the previous high volume in 1935-1936. 

The tariff treatment received by this item is character-

istic of agricultural commodities as has been previously 

described. The 1935 rate was continued in 1936 by the agree­

ment of that year. The new agreement cuts this charge to 8 

cents per bushel or 50 percent of the former charge. 

Maple Sugar. 
TABLE S 

AMERICAN IMPORTS OF MAPLE SUGAR FHOiil CANADA 

Year Tariff Treatment Trade Value 

1935-1936 6 cents per pound $ 217,976 



- 193 -

1936-1937 4 cents per pound $1,289,776 
1937-1938 4 cents per pound $ 508,408 
1938-1939 4 cents per pound $1,190,766 
1939-1940 5 cents per pound ciP1,193,411 

The trade volume of maple sugar increased greatly in 

1935-1937, and the slump during the five year period cs.me in 

the following year of 1937-1938 when imports dropped considerably 

but were still almost twice as valuable as at the outset of this 

era. The year 1938-1939 showed a rise in trade which exceeded 

any previous similar period, and the final year 1939-1940, 

showed figures even higher than these. 

Maple sugar was dutiable in 1935 at 6 cents per pound. 

As a result of the 1936 schedule II, this rate was lowered to 

4 cents. The 1938 agreement makes a still greater concession 

by cutting this charge to 3 cents or 50 percent of the pre­

reciprocal trade agreement duty. 

Fox Furs. 

TABLE T 

A111ERICAN Ih!POETS OF FOX FURS FROM CANADA 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

50 percent 
50 percent 
50 percent 
50 percent 
3?ipercent 

Trade Value 

itP1,168,047 
;~?1,526,298 
$1,081,064 
crt• 786,628 
$1,810,451 

The trade value on fox furs rose in 1936-1937 as com-

pared with the period 1935-1936. Following the second year, 
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there was a decline in 1937-1938 and a still further cut in 

1938-1939. 
( 

The 1939-1940 figure is higher than any others 

in the period studied, and places this item among the lead­

ing Canadian exports to the United States which are subject to 

some form of duty restriction. 

The 50 percent ad valorem charge set forth in the Tariff 

Act of 1930 was repeated in the 1936 trade agreement. However, 

the present arrangement fixes this charge at 37~ percent which 

should result in a definite stimulationm trade. 

Rye. 

TABLE U 

Jll,~ERICAN IMPORTS OF RYE FROM C~·rADA 

Year Taril'"'f Treatment Trade Value 

1935-1936 15 cents per bushel $ 2,073 
1936-1937 15 cents per bushel $ 1,152,003 
1937-1938 15 cents per bushel C~· 242 ~ 

1938-1939 15 cents per bushel ~:.. 113,025 <!? 
1939-1940 12 cents per bushel ~ 1,479,310 

Of all of the products under observation, the most 

violent fluctuations have been experienced in the case of' rye 

imports. The 1935-1936 figures showed thi's item as one of the 

smaller American imports from Canada; however, the next year 

showed returns which exceeded this first year tot~l by 560 

tL~es. The third year trade value dropped to approximately 

1/10 of the first year value. The fourth year import returns 

again showed signs of an increase and the figure rose to 467 times 

the previous year's value. The final year's total was higher 

than for any similar period with which we are concerned. 



- 195 -

A 15 cent per bushel rate was maintained throughout the 

first 4 years of the period and the only reduction came as a re­

sult of the new schedule II in 1938 which lowered this charge 

to 12 cents. 

Turnips. 

TABLE V 

A~,IEHICAI'i IMF ORTS OF TURNIPS PROM CANADA. 

Year Tariff Treatment Trade Value 

1935-1936 25 cents per 100 pounds ~469,081 
1936-1937 12~ cents. per 100 pOWldS rs5,174 
1937-1938 12t cents per lOO pounds 779,416 
1938-1939 12i cents per lOO pounds $808,843 
1939-1940 122 cents per lOO pounds $859,170 

American turnip imports from Canada have for the most 

part been comparatively stable with regard to their volume and, 

except for the large increase in the first two years of this 

period, the trade value might be considered quite regular. The 

1937-1938 period resulted in a slight decrease in this business, 

but the two years following, showed successive increases until 

the 1939-1940 period when the high-point of this trade was attained. 

The 1936 agreement reduced the then existant charge of 

25 cents per 100 pounds by 50 percent and this 12~ cent rate has 

been maintained by the new agreement. 

Total American Imports from Canada •. 

As was done in the case of Canadian imports from the United 

States, this final section will be devoted to a tabulation and 

superficial discussion of the general trend of American im-
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ports from Canada. These figures are the import totals regard­

less of whether or not a tariff concession was granted; however, 

gold movements are not included. The column on the right re­

veals the excess of American exports to Canada over American im­

ports from Canada, or the American "favorable balance". 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

TABLE W 

TOTAL &.:ERICAN I!,~PORTS FROM CANADA 

Import Value 

~273,119,604 
y:344,786,543 
;-~372, 220,767 
~78,757,926 
·.~.389, 753,598 

American Export Excess 

~? 39,297 ,ooo 
# 24,354,970 
~118,284,211 
~145,972,641 
~;107, 144,868 

American imports of Canadian products increased steadily 

from 1935 to 1938 and during this period the actual increase 

was almost ~100,000,000. rl'he 1938-1939 period saw a drop al­

most to the 1935-1936 level. However, the last year has wit-

nessed a remarkable trade recovery and the figure for this year 

surpasses any previous one year total. 

The concessions granted by the United States under the 

1938 provisions, like those extended by Canada, were far-reach­

ing in scope and in effect. Approximately two-fifths of the 

American imports from Canada are dutiable, and yet the rate re­

ductions as compared to those in effect prior to 1936, "cover 

commodities which this country (the United States) imported in 

1937 to a value of ~~121,000,000. This is 77 percent of the 

value of all dutiable imports from Canada and 31 percent of the 
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combined free and dutiable imports."6 

Further reductlons or new reductions were made on 

articles, which in 1937 had amounted in value to about $73~000,000; 

in many instances the quotas were increased to permit the im­

portation of larger quantities from Canada.7 "On dutiable 

trade valued at $47,000,000 the concessions in the new agree­

ment are the same as in that of 1936."8 

Despite the general tendency toward an increase in the 

volume of Canadian exports to the United States, the "favor­

able balance" of the United States has for the most part been 

more and more "favorable". The second year showed a decline 

in the export excess as compared with the first year but then 

the third and fourth years were successively more "favorable." 

The last year under observation, during which Canadian ex­

ports to the United states rose sharply somewhat lessened the 

Canadian "unfavorable balance." 

Summary of Total Canadian and American Trade. 

To conclude t~~is chapter and to provide a basis for 

comparison between the mutual exports and imports of these 

two countries, the following table is included. 

6. The New Trade Agreement with Canada, Department 
of State, No. 1253. 

7. Ibid. 
8. Ibid. 
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TABLE X 

TOTAL CA1:ADI.Al\-~.1ERICAK MUTUA~ EXPORTS AND IMPORTS 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

American Exports 

;:;;312, 416,604 
$.369,141,513 
t>490,504,978 
~424,730,567 
~496,898,466 

Canadian Exports 

$273,119,604 
:f$344,786,543 
if>372, 220,767. 
~278, 757,926 
~389,753,598 

.American Fav­
orable Balance 

~ .. 29 ,?~7 ,ooo r 24,354,970 
~jpll8,284,211 
$145,972,641 
~107,144,868 

From table X, certain trends may be observed which are 

common to the trades of both of these nations. The two countries 

increased their mut~al trade annually for the first three years 

of this period. The fourth year brought a slight reduction in 

the trade volume of both countries, and the rinal year produced 

the greatest total of trade value in the five year period. 

A study of the trade balance gives a clue to the degree 

to which the exports and imports increased or decreased in each 

of the countries. The opening year of 1935-1936 showed an 

American export excess of roughly $29,297,000. In 1936-1937, 

although the exports of both nations rose, the American imports 

increased a Great deal more as compared with the exports to 

Canada and an approximate American "favorable balance" of only 

$24,350,000 was experienced. The 1937-1938 yearly total again 

revealed a rise in trade volume but in this case a reversal in 

the trend of the trade balance was seen, because with the general 

rise in exports in both nations, the rise in United States ex­

ports far exceeded the rise in American consumption of Canadian 
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produce, with a consequent Amer:.can "favorable balancen of 

almost $118,300,000. The 1938-1939 figures showed a drop in 

the trade between these two nations, a.l t.}}ough as in the pre­

vious year, the change was a bit more advantageous to the United 

States, in that tneir exports declined to a lesser extent than 

did those of Canada, with the result that the most "unf'avorable 

balance" for the Canadians in this whole period was reported. 

The year follow~r ... 6 the new agreement brou;ht with it the high 

point in trade value fo:·· these entire five years, and with the 

greater consumption of Canadian products by the American market, 

a slightly less 11 favoi•able balance" for the "United States. 

It must be remembered that the term "favorable balance" 

does not mean exactly what it may be thought to imply. In the 

strict economic sense, this phrase is used merely to indicate 

that one country exports n:ore to another country, than the lat-

ter country has exported to the former in the sa~e period of 

time, or, as ez~::oessed in terms of imports, the imports of the 

first country from the second are less than the imports of the 

second countrv from the first in the same -oeriod of time. Such 
~ 

. 

balances may be the result of a myriad of causes and therefore 

cannot be attrlbuted to a certain few reasons. It is also of 

considerable importance to note that, although a nation might 

have a "favorable balance" when related to a certain nation, 

it may be in an "unfavorable balance" with regard to others. A 

country which has a "favorable balance" with regard to all of 

the nations of the world will in due time be at a loss for 

foreign markets. A country in such a position must permit the 

other nations to pay for these imports by exports, or a serious 
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crisis in international trade is precipitated. Therefore, when, 

in speaking of Canadian-American trade, the term American "favor­

able balance" is used, this does not suggest that Canadian trade 

is infer~or or undesirable. In many cases Canadian trade is in 

the "favorable position" with regard to other nations, and per­

haps through the operation of the 1938 agreement, the balance 

of trade between the United States and Canada will become less 

marked in favor of one or the other of the nations, which, 

objectively speaking, would be of mutual benefit to both these 

lands. 

However, any analysis of the figures and facts as found 

w1 th regard to Canadian-At'11erican trade are to be le.ft for the 

remaining chapter in which an attempt will be made to provide 

some sort of an explanation for the apparent changes and 

variations in this exchange of goods. 

'.Vi th this purpose in mind, we leave this chapter and 

enter the seventh and final section of this study which pro­

poses to undertake this analysis. 
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CHAPTER VII 

EFFECTS OF THE TRADE AGREEliENT AND 
CONCLUSIONS CONCERNING IT. 

"It is impossible accurately to measure by trade statistics 

the actual effects of trade agreements, for the flow of trade 

is affected by so many factors. For instance, until recently 

the effect of trade agreements upon Amer,ican farm exports and 

imports has been obseured by the farm shortages and high prices 

prevailing in the United States as a result of the unprecedented 

draughts of 1934 and 1936."1 

~ith this statement in mind, it seems apparent that at-

tempts to evaluate increases or decreases in foreign trade by 

a comparison or correlation with any single standard index of 

business would be sheer folly. Therefore, no such effort will 

be made in this final chapter; what ~vill, however, be described 

are the actual fluctuations in trade values,accompanied by a 

brief discussion of all factors which may have been instrumental 

in the determination of these figures. 

To fortify this stand that it is improper to draw con-

clusions from as inadequate a source as a trade value and a 

business index correlation, there is the statement by Ray.mond 

Moley in which he says, "In amassing statistical arguments, both 

sides have juggled the years selected to show increases and de­

creases of imports or exports. After wading through realms of 

o:r this stu:rf and trying to strike a balance, I seem to make 

out that the net lncrease in foreign trade that can be ascribed 

1. Francis Bowes Sayre, "Trade By Treatiestt Current 
History, January, 1939. 
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to the agreements is in an economy such as ours is,small. It 

is small in proportion to what we once had. But it is something.n2 

Having now dismissed the purely statistical approach to 

the analysis of trade asreements, a brief study of each of the 

commodities mentioned in Chapter VI will now follow, after which 

certain general statements and considerations will be expounded. 

Canadian Imports of American Products. 

Before entering upon a more detailed study of Canadian 

imports from the United States, certain basic considerations 

must be understood which had a marked effect on this type of 

trade. 

Firstly, the largest portion of these Canadian imports 

is in the form of manufactured 60ods, that is, machinery of all 

types. Throughout the period with which this study is concerned, 

there has been a steadv increase in the demand for such manu-
" 

factured goods, with perhaps the exception of the 1938-1939 

period at which time a "recession" in business activity was ex-

perienced in Canada. Therefore, it would be only natural to 

expect the trade volume for articles of this type to expand 

during this period as a whole. 

Secondly, throughout these five years, Canada has been 

fortunate in having comparatively large and abundant crops, 

which resulted in increased purchasing power for farmers and 

larger imports of farm machinery. 

Thirdly, and this of course relates most directly to the 

1939-1940 figures, there has been the effect of the war scare 

2. Raymond I.Toley, "Mr. Hull's Trade Policiestt, Newsweek, 
,January 22, 1940. 
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which resulted in an increase in Canadian domestic production 

necessitating in many cases large imports of machinery, and 

where this domestic production seemed inadequate, the purchase 

of finished products of all types from the United States. The 

figures for t11.is year would represent, then, an attempted pro-

gram of stocking-up and preparation for the needs of a war economy. 

Fourthly, again in reference to this past year, there 

has been in the latter part of this year the trade deterring 

phenomenon of an "unfavorable" exchange rate which placed an un-

due hardship on the Canadian importers, and would have the ef-

f'ect of sharply reducing imports on "luxury" commodities which 

could be foregone at t~es of such a marked purchasing disadvantage. 

Fifthly, for tne entire period examined, there has been 

a steady flow of American capital and investment to Canada in 

the form of branches of American plants and funds for the ex­

pansion of already existing establishments. These industries 

were first developed to circumvent the excessive trade barriers, 

but they are still ;)eing fostered despite recent tariff reduc­

tions. These branch plants, if equipped to complete the product, 

rely on the United States merely for capital, machinery and re­

placements for machinery; however, in many cases these units are 

simply assembly plants and in this case they look to the home­

plant for parts and semi-manufactured materit:ll in addition to 

the previously mentioned factors of production. 

Sixthly~ the~e must always be considered the effects of 

the ~ritish Preferential Rates which permit England and the other 

Empire countries to compete for the Canadian market on terms more 
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favorable than those which the United States now receives. 

Lastly, and as a seventh consideration or group or con­

siderations, there are the numerous less obvious and apparent 

factors whicn contribute to a country's desire to purchase abroad, 

such as tne attitude of domestic producers, changes in price 

levels in the two countries, and political or non-economic forces 

which divert international trade from its normal course. This 

latter group does not by any means exhaust the list of elements 

which act as forces for the variation of trade volume, bu~ com-

bined witi.1 the six previous factors, they seem to be the ones 

which should be given the closest attention in the further in-

vestir,_;a tion of the trade probleu. 

~o show the actual variations in the trade volume of 

certain commodities to whici1 previous reference was made, the 

following tables were devised to illustrate more clearly the 

actual degree of chan~e which was experienced. Based on the 

figures and sources indicated in Chapter VI, these tables 

take the form of index numbers, with reference to 1935-1936 

as 100 or the normal year. The remaining ~our years are shown 

a related to t:nis normal period. 

Oranges. 
TABLE Y 

Year Tariff Treatment Index Number 

1935-1936 35)L per cu. ft. lOO 
1936-1937 35i May- Dec. Pree Jan.-Apr. 118 
1937-1938 35)L :.iay-:Oec. Free Jan.-Apr. 135 
1938-1939 35~ May-Dec. i;lree Jan.-Apr. 105 
1939-1940 35~ Aug,-Dec. ~.~ree Jan.-July 107 
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As indicated by the index numbers, the steady rise of 

imports is similar to the general rise in national prosperity 

in Canada which displayed this upward trend until 1938-1939, 

when, as in the case of the business slu~p, there was a decline 

in orange imports. 

Oranges L.1i.3ht well be included in the group of luxury 

connnodities. .Although this is not entirely the case, certainly 

it is a product whic~~ could be sacrificed for others which are 

more vi tally a part of .:.lan 1 s needs, and as a consequence, this 

type of product is most likely to suffer and be cut from a 

country's purchases in times of business depression. 

The extension of the i'ree-e~·ltry period indicates that 

atte~pts are being made to stimulate trade in this and other 

citrus fruits, but such action will be of little value without 

substantial increases in purchasing power to buy these lu~ury 

commodities. 

Automobiles. 

TABLE Z 

ILDEX OF Ci>.l:ADIAl. l.~.1fORTS OF AUTOMOBILES FROM 
THE ·c1:IS::ED STATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

20, 

Tariff Treatment 

30 or 40 percent 
17~ percent 17i percent 
172 percent 
17~ percent 

Index Number 

100 
319 
699 
581 
746 

-------------------· -------------------------------------------
Automobiles are another import which might be classed as 

a luxury item, but the close adherence to the normal trend of 
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business would indicate that this is perhaps not entirely true. 

~ith increasing prosperity in the 1935-1938 period, the im­

port figures rose almost seven-fold. The 1938 slrunp showed 

som.ewhat of a reductJ.on in purchases abroad but the near 

habit n had already been sufficiently implanted in the Canadian 

business world so that t:le automobile was at that date already 

al1nost in a nneces sit;; status", and it would seem reasonable 

to believe that the largest percenta;e of purchase decreases 

was experienced a::1on~~ buyers \IDO used cars merely for strictly 

pleasure purposes or who had formerly owned several cars and 

now got along with only one. 

The past year be;an rather favorably for the American 

automobile exporter out the comparatively high tariff, coupled 

wit~ t . ._-le more recent burden of an adverse exch~nge rate, ef­

fected a reduction in tnis trade in the later months of this 

year. Perhaps some comvensation will be realized in a stimula­

tion of purchases by the Canadian Govermnent of cars suited 

for war purl~·oses and this should aid automobile trade to a 

large extent. However, to meet this latter d~nand, it would 

seem highly probable that the Canadian branch plants of 

Arnerican autornotive m.anufacturers will expand enor-mously 

and imports of parts will assume larger proportions when cam­

pared with trade in the finished products. 

Ho chans::re in the tariff has been made since the 1936 
0 

agreement and the present charge seems quite satisfactory in 

view of the fact that there were steady increases in this trade 

despite trade depressin~ influences. 
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Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 
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TABLE AA 

Tariff Treatment 

25 percent 
20 percent 
:20 percent 
20 percent 
17! percent 

Index Number 

100 
136 
287 
234 
258 

Kote: Figures for the ;ear 1935-1936 were not available 
and t~'lerefore aE estimate of ~~;2,000,000 was made for the 
value of trade in tLat year. ~espite the arbitrary na­
ture of this l03o figure, u~e other yearly numbers have 
been related to this figure and are therefore significant. 

The period under observation was one of record production 

in the r.1ining industries. Significant ~ncreases in mining during 

the first three years of h~is era necessitated, of course, 

larger purchases of mining machinery from the United States 

since such mac:rJ.inery is not p1-aoduced in sufficient quanti ties 

in Canada. Although the 1938 mine production was in excess of 

the 1937 figure, the slight depression in Canada might have had 

the effect of reducing purchases of new equipment until a more 

favorable outlook was in order and this l11ay have been the rea-

son for reduced importation of mining machinery. In 1939, min­

eral industries established a new production record in excess of 

~;1)470,000,000,3 and such a volume of production, to a large extent, 

accounts for the increase of mining machinery )Urchases since more 

prosperous days seemed in view. 

3. Avery ?. Peterson, 1939 Review, Annual Economic Report 
of Canada. 
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The tariff revisions on mining machinery ha~e been most 

liberal and the 1938 agreement brought about the second down-

ward revisions of the 1935 rate. The main factor affecting the 

trade ~-ncreases 5_s most certainly the growth of mining in Canada 

but more liberal tariff concess~on cannot but help this trade 

and bring about a more e::tensive use in Canada of newer and more 

efficient machinery in tile place of out-moded equipment. 

Textile Machinery. 

'ltA~LE BB 

I~~DEX OF Ci: .. ~~AD::Lii~: Il.~PO~(TS OP TE:,~TILE _.iliCriEERY 
l:J"lRO~il TnE "U~:ITED S~ATES 

Year Tariff Treatment Index Number 

1935-1936 10 ~Jercent lOO 
1936-1937 5 percent 134 
1937-1938 5 percent 167 
193u-l939 5 percent 127 
1939-1940 5 percent 165 

The textile industry in Canada has been one in which large 

strides have beer_ tal{en in the past few years. The eas~r acess 

to .Arnerican raw cotton, t11e favorable terms on whic.L1 wool may be 

obtaineu from. other Empire na tl ons and the ;;rowth of artificial 

silk mills has made tl.1is one of the leading industries to be 

developed in recent years. 

The index numbers reveal that despite the 1938-1939 slump, 

m1en all Canadian industry suffered from a period of business 

stagnation, imports of 1nachinery to carry on this manufacturing 

increased steadily and the 1939 figures are again in the close 

proximity of the 1937 high. The war developments in September 
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of 1939 created an immediate and widespread demand for all types 

of textiles,4 and this resulted in an increased demand for 

machinery on which to ~roduce these textiles. 

For the most }_;art the1;1, the trade increases are cons is tent 

wit~ the needs of a ra)~dly expand~n~ industry and the 1939 figures 

are raade a bit abnor-~:J.al l)erhaps by the increased demands of a 

country at nar. It 1a.ust al-v':ays be remembered, however, that with 

tne larger demands there also came the adverse exchange and these 

two would in many cases counteract each other so as to nullify 

the favorable or unfavorable effects of either of t;~Lem, and this 

is true of all imports of Canada from the United 0tates. However, 

when the demand is abnor-mal as would be the case in a war economy, 

the unfavorable exchange !•light only act as a restralning force 

and there would still be inc:;.'eased i~nports from abroad. 

Tariff treatment, altLou::;h favorable,does not seem to have 

been particularly effective in increasing ~nports but they cer-

tainly did not restrict this trade. 

Aluminum and .H.lumint.un Products. 

TABLE CC 

IhDEX 0}:1' C.Al·~ADIAlT Il.~PORTS OF ALU~.T:LI;UJ.•l AND 
ALUl:iilJU.t PR(>DUCTS ~'G01.~ ThE Ulflr:l.1ED STATES. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

4. Ibid. 

Tariff '11reatment 

30 percent 
30 percent 
30 percent 
30 percent 
27i percent 

Index Number 

lOO 
107 
153 

75 
100.04 
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With the exceptions of 1937-1938 when aluminura imports 

rose to 153 percent,and the following year when they dropped to 

75 percent, this trade has been subject to but little change 

throughout this five-year period. 

No single factor can be given credit for the sharp 

rise in these imports in 1937, save for perhaps the feeling 

of opti1nism which encouraged an increase in plant expansion 

and the use of numerous new aluminum manufactures plus the ex­

pansion of industries which use aluminum as a raw material 

for further ~uanufactures. The equally Inarked decline in im­

ports in the following year is more easily understandable 

in the light of general tusiness trends and possibly a panicky 

attitude followin0 the slisnt business decline. 

The stable volume of aluminum imports may be interrupted 

by another decisive rise, when mo1~e Canadian war materials 

contracts are given out. To meet the abnormal demands for 

this emercency, American exports will have to increase to a 

very large extent and this should be extremely beneficial to 

the producers of this material. Although it is quite im­

possible to estimate, one would be lead to believe that the 

recovery of tr:_is trade to slightly more than the 1935 level is 

largely a result of war purchases. 

Since the tariff revisions have been only slight, it 

is no wonder that vv11atever changes have taken place cannot be 

attributed to this cause. The rate is still rather high and 

it would appear that in order to stimulate this ~rade, a re­

duction larger than that of the 1938 agreement will have to be 

made. 
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!hreshin; Es..chinery. 

TABLE DD 

INDEX OF CAl~.AD~U:.l~ I:1IPORT.S OF THRESi"'_~_Tl,~G - , c-~r--- Y ~,..A t.t. l~ER 

Year 

1935-1936 
1936-1~37 
1937-1938 
1938-1939 
1939-1940 

Tariff rJ.~reatment 

25 percent 
7~ percent 
7.1... percent 
7~ t 
7

! percen 
z percent 

Index Number 

lOO 
3009 
3040 

12,523 
16,740 

Car:.adian i:::-.1ports o.:· threshing machinery, and in fact, all 

types of a;ricul tura1 i:.lplf-:n.ents would indicate that the astound-

ing trade increases in this line are a consequence of a~nost a 

purely a£_~ricultural stimulus. To a large e.;--:tent t~1is is true. 

The drou,:;ht of 1936 in the United 0tates necessitated the pur-

chase of srain from abroad and Canada needed more machinery to 

harvest its abundant crop. .:;::.nee then Canada has !Jeen enjoying 

even larger ~nd better years of ;rain production and this pros-

peri ty permits the Cane.di8.n f'ar1ner to purchase modern machinery 

to aid him in his work. 

Threshing machinery is an example of an import which did 

not suffer a single reverse in trade during the five-year period 

and the index numbers reveal a steady and amazing rise in trade 

volume. Even in 1938-1939 when most other imports were subject 

to a setback of some degree, this commodity experienced its most 

marked increase for the entire period. 

The 1939-1940 figures show the effect of increased wheat 

production for -vvar needs and the consequent boom in threshing 
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machinery purchases to reap that harvest. Although it is doubt­

ful as to whether or not the C&nadian farmer anticipated this 

possible rise in demand, there see:as to be no other satisfactory 

explanation for this phenomenon of intensified efforts to raise 

a plentiful crop. 

T_lis commodity exhibits another si;_;nificant feature. The 

duty reduction given in the 1936 agreement seems to indicate that 

a large downward revision of the tariff schedule will result in 

increased trade, and this more liberal policy must have had a 

marked effect in stimulating Canadian purchases of these products. 

Ti.1erefore, along -.-iith the major effect of large harvests, the 

rate reductions have aided this trade remarkably. 

Electric Motors. 

TABLE EE 

IliDllX 01? CA~TAD~A~~ ~:.:PORTS OF ELECTRIC LJTORS 
1?l~O:'il THE U~'IITED S?.ATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff r_:_,reatment 

37~ 
30 
30 
30 
25 

percent 
percent 
percent 
percent 
percent 

Index Number 

100 
140 
213 
169 
170 

Electric motors are imported by Canada for the most part 

for use :Ln industrial enterprise and therefore the volume of 

these purchases have closely followed the trend of industrial 

development during the past five years. Canada increased its 

imports more than lOO percent during the 1935-1938 period and 

this is directly in line with general business activity, although 
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in this particular case, the increase is a bit above normal. 

The 1938 business slump was also felt bv imnorters of electric -... . 
motors and the last year under observation has not indicated 

any tendency for ar.other rise in these trade I .... isures. 

The 1939 totals were, of course, greatly enhanced by the 

war demands, but, even with this added stimulus, the rise as shown 

by the above table reveals an increase of only 1. In view 

of the compara ti vel:~ cheap and abundant supply of hydro-elec-

tric power lE Canada, it 1night be believed that a more 

~;eneral use of t~l.i s form of power would be made and as a 

conse~uence a w:dEr use of electrical apparatus. Tnis does 

not, however, appear to be the case, and t:i:lis failure may be 

attributed to increased purcnases from other countries, in­

creased domestic production, or perhaps to the fact that the 

saturation ~oint in demeud nas been reached for the present 

stage of Canadian industrial development. 

The tariff concession grante:.:. by the 1936 agreement must 

have aided w.1erican sales of electric motors and the additional 

reduction made by the new agreement is another step in the direc­

tion of trade stimul&tion. S..'he rate of 25 percent as it now 

exists is still quite ~1igh when compared wi tL the British pre­

ferential rate of free-entry. 
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Unbleached Cotton Fabrics. 

TA3LE FF 

IKD:3X OF CA~~ADIAl! IlflPORTS OF UNI:.:SE.i-iCF.lED COTTON FROM 
TEE Ul,:ITE:J STATES 

Year 

1935-1936 
193o-1937 
1937-1938 
1938-1S39 
1939-1940 

25 
20 
20 
20 
1 ?-~· 

""' 

Tariff Treatment 

percent, 4( per 
percent, 3"f-~ per 
percent, ~~per 
percent, 3-z~ per 
percent, 3rj per 

Index Number 

lb. lOO 
lb. 133 
lb. 262 
lb. 108 
lb. 292 

The first two years of the period found cotton imports 

closely in line witJ.1 business activity. The decided rise in 

this figure in 1937-1S38 ls difficult to explain, since,at 

least superficially, there does llot seem to be any reason for 

this trade boom. The 1938-1939 trade reverses are again closely 

adherent to the business recession. The tariff cannot be 

cre(l.i ted with a fe.vorable influence on these imports since the 

1936 reductions were of minor importance. 

The 1939-1940 Canadian purchases of unbleached cotton 

may be directly attributed to the war demands for this material. 

Although Canadian production has increased, it is unable to cope 

with the present needs both for themselves and for Great britain. 

There is good reason for believing that if the war had 

not been started, the Canadian imports of this connnodity might 

have fallen off considerably or at least remained but a few 

points above the 108 index of 1938-1939. This decision is 

based upon the figures for textile machinery imports which has 
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been discussed earlier in this chapter. It would seem that 

Canada is attempting to expand its domestic production in all 

types of textiles, and cotton, because of its extensive use 

would certainly be one of the first to be influenced by this aim. 

Therefore, despite attempts b;r the trade agreements to increase 

ti1is trade, it would seem that Canada is more desirous of pro-

ducing textiles at home than taking advantage of the American 

low-cost production and the benefits of lower import charges. 

Unless much greater rate 1owerings are effected it is doubtful 

if imports of this commodity will again attain great heights 

under normal conditions. 

Printing Presses. 

TABLE GG 

INDEX OF C.h .. ADiai. II.l~ 01l1\::) O:B, Pfui:·:l'l.hG PRESSES 
:PHul.·~ 'l-DE UNI'l'ED STATES 

Years 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff ~reatment 

15 percent 
10 percent 
10 percent 
10 percent 
10 percent 

Index Number 

100 
158 
248 
144 
226 

Closely adhering to the general business level of the 

past five years are Canadian imports of printing presses. The 

rise in the first three years has been most gratifying to ~neri-

can manufacturers; the 1938-1939 business recession was accompanied 

by a trade setback, but now there has again been a return to the 

normal. 

The 1937-1938 boom in purchases from the United States 
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was occasioned by large increases in the circulation of news-

papers and periodicals as a result of more prosperous times, 

and this lead to a demand for newer and .--~lore efficient printing 

presses. The relative slump i~ the following year may then be 

attributed to the lacj~ of the purchases of printed matter, and 

the fact that publisners end printers had found their equipment 

at that time quite adequ&te to handle these demands. 

The past year which ,,vas headlined by the crisis and the 

war has again affected the wider circul~tion of all types of 

printed matter, and again there is evidenced this increased de-

mand for additional eq·~'..ipment to meet these needs. 

Although a tariff reduction was granted on this cormnodity 

by the 1936 a.grf;e~.1ent, since that arrangement there have been no 

further concessions made. The rate as it exists seems to permit 

a free operation of trade in this product, and even if it does not 

perLaps act as a direct trade stimulant, it can certainly not be 

described os prohibitive or detrimental to this commodity's 

intercourse. 

Adding J .• act:_ine s. 

TABLE hH 

INDEX OF CAl\.ADIA~T L _l:;ORTS C.21 ADDING I\lAC~~INES 
~'RO~·:! THE UNITED STATES 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 

Tariff Treatment 

25 percent 
20 percent 
20 percent 
20 percent 
20 percent 

Index ?~umber 

100 
127 
148 
124 
149 
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Because of the direct association between this import and 

business operations, it is only natural that a close correlation 

should be found between purchases of these machines and the pros­

perity of Canadian business. This has been the case. Adding 

machines and similar office equipment will, of course, be treated 

much as a luxury item by the business man, especially in times of 

depression, and this was the condition during the year 1938-1939. 

Business people were contented to struggle along with what mach­

inery they possessed until the return of more favorable times 

for these purchases. 

The 1939-1940 fi~)-.lres are a l1igh for importation of adding 

wac~1lnes but, perhaps, these present only a distorted pict~re of 

what the actual picture ~sould be if conditions were closer to a 

normal. That is, the exchange rate has certainly played havoc 

on ~)urchases on any items which are not absolutely essential to 

the continuation of bus:.ness. In addition to this, there has 

been an expansion in Canadian domestic. production of this type 

of equipment, both in the form of branch plants and home enter­

prise, so that the American producer is finding a strong com­

petitor on the Canadian market. 1:1inally, there is the considera­

tion, inherent with war conditions, which is that, perhaps, under 

these conditions, foreign purchases will be restricted to more 

essential products for a war economy, although this might be, 

partially at least, compensated for by a diversion of a portion 

of the domestic productive power from the manufacture of tnis 

type of machinery, to create a concentration in the war industries 

manufactures. Therefore, this complex situation makes it diffi­

cult to estimate what the future will be for imports of the type 
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just examined. 

The tariff treatment of adding macl:1ines has taken the form 

of a siLgle reduction b~/ the 1936 agreement. Due to the afore­

mentioned reasons, it is difficult to atte:.--~pt an evaluation of 

the effects of the trade policy, but it would appear that, vdth­

out a more drastic revision of tDis rate, domestic production 

m._~_ght soon replace a large portion of annual purchases wnich 

have been made, up to the present, mostly in the United States. 

American Imports of Canadian Products. 

As was done in the case of trade in the direction opposite 

to that to which t~is section is devoted, before entering upon 

a detailed description of specific commodities and the factors 

which resulted in their eJ-.change, it is well to make a preli:ninary 

survey of underlying considerations which may have been instru­

mental in regulatinJ or st~aulatin3 American imports from Canada 

as a whole. 

l1lirstly, T.;De bulk of .t--a.lnerican imports from Canada on 

which duty charges are made, are a -ricultural products. 'rhese, 

altnough representing sucn a large portion of this trade, are in 

most cases but a small fraction of American domestic production 

and are purchased mostly to supplement,rather than to act as 

principal sources of supply for the domestic market. Only in 

tirnes of severe drou2,;ht, such as in 1934 and 1936, have these 

imports reached any considerable pro~ortion, and the following 

years showed a rapid return to normal. Based on these premises, 

it seems the evident conclusion that for the most part, varia­

tions in this trade will be the result of domestic shortage al-
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though drastic reductions in tariff charges may be partly re­

sponsible for purchases fro~1 Canada of certain of these agricul­

tural products ~n vcicL domestic production would only be carried 

on at a comparative disadvantage. 

Secondly, the large purchases by Canada of &~erican 

machinery have givent~1e LJnited Statesthe ability to buy more 

extensively of these asricultural co~mnodities without the loss 

of its favorable trade balance. 

Thirdly, the repeal of prohibition had a decided effect 

on American purchases of malt and rye and similar products which 

are esse~tial in brewins, and in the distillin; of alcoholic 

spirits. s:'his demand was met largel-:;r through purchases from 

Canada. 

Fourthly, the present war has so affected the exchange 

rate as to give Alnerican purchasers a sin~ular advantage when 

buying from Canada. This should ~reatly enhance Canadian ex­

portation unless tLeir supplies of raw mate:eials become so 

costly or scarce as to force prices up beyo~d the point of favor­

able co1.1petition wi tn other nations for the American market. 

Fifthly, in an attempt to aid the business recovery in 

the United States, t:~2-ere has been inaugurated an extensive build­

ing pro,:~~rarJ, and purchases of lumber fro1n Canada should be 

greatly increased as a consequence, especially in those types of 

wood in w~1ich the domestic production is more costly or more 

profitably used for other purposes. 

Sixthly, and lastly, there are the numerous ever present 

forces which lead to international trade, includ~Ll1S changes in 
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the price levels in the countries involved, depletion of do-

mestic supplies of certain raw materials, changes in tastes 

and desires, and non-economic tendencies whicli direct trade 

along channels Wl-.cic!l might not otherwise be used. 

The position of the United States in recent vears has 
\i 

been quite definitely that of a creditor nation but in spite of 

tDis it has been concerned prilnarily Yli th newer and more exten-

sive markets for the yroducts of its nw~erous export industries. 

All efforts have beeL concentrated upon this endeavor ar:d as a 

result the American nation has developed a one-sided economy 

which seeks to export and refuses to import. Therefore, any 

forei.;u produceC. cormnodi ties which have entered the United States 

in recent years have done so only because of very real and often 

abnormal conditions, rather t:1an as a normal exchange of gocxls. 

Amer~can imports from Canada have increased during the past 

five years but,until the end of the 1938-1939 period, the 

American favorable balance had also risen at the expense of 

Canadian exports to the United States. now long such an economic­

ally unsound policy can continue, is a matter of conjecture, but 

it would seem plausible that sometiling will :1ave to be done to 

s ti:rnul~ te imports if e.Zj)Orts are not to be seriously curtailed. 

Although the situation is not as grave as would be the 

case under a purely bi-lateral policy, a survey of kaerican ex­

ports and imports with regard to all nations reveals the same 

excess of the former and the general reduction of the latter. 

A policy such as the reciprocal trade pro0ram can go far to en­

courage a freer flow of trade, but without the cooperation 
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of such nations as the United States and many others, which 

proceed on a policy of economic nationalism, it will have little 

effect. 

We sh~ll now investi6~te the fluctuations in trade value 

index fi2:ures for tt .. e commodities chosen previously, in Chapter 

VI, as representative for the five-year per~_od from 1935 until 

1940. 

Cattle, n.o.n., over 700 lbs. 

TABLE II 

~UDE( Oi'·l ~.~~~~~ CAl~ r:.1?0RTS OF C.A1I1TLE, n. o.p., OVER 
700 LES. :C'rlO~:I ·=A~1ADA 

Year Tariff Treatment Index l>umber 

1935-1936 3f/ per pound 100 
1936-1937 (after Apr.l)2fi' per pound 161 
1937--~938 2fi' per pound 365 
1938-1939 i!i per pound 144 
1939-1940 per pound 392 

Note: Because of changes in the classifications 
of cattle and incomplete figures for the first 
two years of this period, an arbitrary estimate 
of 3,000,000 head was set for 1935. ~rhe figure 
for 1936 used in this calculation is that indica­
ted in Table M which is for imports after April 1. 
The figures for the remaining three years are 
shown as related to the arbitrary 1935 total. 

Despite the apparent inadequacy of statistical substantia­

tion for the above tabulated figures, it is quite obvious that a 

fairly constant demand in 1935, 1936, and 1938 was interrupted, 

or followed, by one year each of abnormal imports in 1937 and 

1939, respectively. 

Recurrent droughts and impoverished pastures in the United 
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States in the years 1934 to 1937 would explain tt1e rise o~ these 

imports in the earl·~- portion of the ~ive year period. ri'he 1938-

1939 year was one of business recession, and in all types of Ln­

ports a marked reduction was experienced. Although imports of 

foodstuffs would not be as readily the object of trade curtail­

ments in time of bus:ness stagnation, this must have accounted for 

a good deal of the drop in cattle trade. In addition, however, 

there was the effect of more favorable grazing conditions and 

tne purchase of younger cattle to be fattened in the United 

States, and t::is s irid.larly lead to the low import returns in 

1938-1939. 

Domestic shortage and the }1i8h prices of meat have once 

more swelled the figures of Canadian exports of these animals, 

and the 1939-1940 returns show a new high for tL.is trade. How­

ever, Canadian beef cattle nrnnbers have decline~while Canadian 

per-capita consumption of beef has increased so that export 

marketings of cattle are likely to be curtailed.5 Since high 

transportation costs and American quarantine restrictions pre­

vent imports of dutiable live cattle from countries other than 

Canada and Mexico, trade with ti1is latter country should increase. 

The duty rates on this item have been reduced but slightly, 

but the quota permitted to enter under the new ra.te has been 

increased. Under normal conditions, the tariff would have little 

effect on imports of this cormnodi ty, although l;urchases from 

Argentina, a non-agreement country, would be somewhat affected. 

However, one is lead to believe that a more liberal tariff policy 

5. Ibid. 
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would have little effect in increasing this trade~ but the com­

bination of close proximity, the less strict quarantine regula­

tions and the low rate would cause any purchases to be made from 

Canada in preference to other countries. 

Spruce Boards and Planks. 

TABLE JJ 

Il1DEX OF Al,ilii\lCAI·~ I~il.PORTS OF SPHUCE BCAl{DS . ..i1.~~D PJ.JAHKS 
F3. OH C .Al·; ADA 

Year Tariff Treatment Index liUL"'rlber 

1935-1936 ~;3. 00 Rev.Tax, -~~1. 00 ~ariff Rate lOO 
1936-1937 1.50 Rev.Ta.x, <Lt.. 

'h) .50 Tariff nate 158 
1937-1938 ,,;1. 50 Rev.Tax, ;f .bO Tariff .i{ate 185 
1938-1939 ';:·1.50 Hev.Tax~ ~? .50 Tariff Rate 121 
1939-1940 ~,_.1. bO Rev.Tax, c' .50 Tariff Rate 184 'il 

The business recession of 1938-1939 was partly responsible 

for the only deviation from a steady increase in the imports of 

spruce boards and planks from Canada during the past five years. 

T:~~is setback in industrial progress had numerous repercussions 

throughout the nation and it would follow that foreign purchases 

would be reduced. 

As explained in the section of this chapter which deals 

with general considerations concerning American imports, there 

has been a tendency toward a more extensive housing program in 

the Uni te(i States and this occasioned an increased demand for 

lumber of all types. Largely as a result of this building 

development, a steady rise in trade volume of these materials 

has been experienced. As would be expected, any slight instability 
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in the industrial world acts immediately as a deterrent to the 

small man 1 s plans of a new or lr;lproved home. 

n large ~ount of credit should be given to the trade agree-

ment of 1936, and the continuation of that action by the 1938 

arran,~ernent must have had a considerable effect in facilitating 

the purchase of the newly demanded supply of lwaber. A reduc-

tion of 50 percent in both the specific tariff rate and the 

revenue tax cannot nelp but encoura3e trade and the complementary 

effect of increased demand and lower import charges should make 

tc.is trade -~1os t profitable to both countries. 

:.1uch of the Scandinavian supply of timber to the United 

States has been cut off as a result of the war and the continua-

tion of this conflict will be reflected in larger sales by Canada. 

Bran and Bran Shorts. 

Ti~3LE KK 

r::D X OF, A~d.Lrl:.LCAI'~ 11.'-PORTS OF BRA1~ Al·~D BRAN. SHORTS 

Year 

1935-1936 
1930-1937 
1937-1938 
1938-1939 
1939-1940 

PROM CA~.ADA 

Tariff 'l1rea tment 

10 percent 
10 percent 
10 percent 
10 percent 

5 percent 

Index Number 

lOO 
123 

69 
10 

158 

Araerican imports of bran and bran shorts may well be con-

sidered as typical of the virtual aBricultural independence of 

the United ~tates with respect to most products in this croup. 

Under normal conditions, there is little demand in the United 

States for imports of most agricultural products and only in tbnes 



- 225 -

of domestic drought or crop failure are there any noticeable in-

creases in these foreign purchases. 

The slight expansion in this trade which took place in 

1936-1937 was the result of an unusually bad crop, and the de­

cided decrease in the following two years shows how more favor­

able conditions at home make domestic production adequate for 

American consumption. 

The sharp rise in imports in 1939-1940 must be partially 

attributed to the duty reduction on this item which makes it 

more suitable to compete with domestic produce on a strict price 

basis. As an added stimulus, there is the fact that another 

year of unfavorable home production was witnessed, and large im­

ports were needed to supplement this supply. As a ~inal con­

sideration there is the effect of the favorable exchange rate 

wh1~h makes the already low priced bran sales more attractive to 

the American buyer. 

The imports of tl1is crnmnodity seem to fluctuate irrespec­

tive of tariff manipulation, since, when a constant rate was be­

ing used, there were both high and very low points, which fact 

see~ to indicate that other factors are of more importance. 

However, as has been inttmated, the present reduction in duty 

may make it more profitable, in the future, for the United 

States to make these purchases from Canada, but under the pre­

sent conditions this does not seem to have been the major 

motivating factor in the present import increases. 
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Barley. 

TABLE LL 

Year Tariff Treatment Index :Number 

1935-1936 20 cents per bushel lOO 
1936-1937 20 cents per bushel 740 
1937-1938 20 cents per bushel 158 
1938-1939 20 cents per bushel 35 
1939-1940 15 cents per bushel 206 

The statements which have just been made concerning bran 

imports may be as well applied to imports of barley from Canada. 

The phenomenal rise in t.;.:..is figure for 1936-1937 was merely the 

result of an unusual s~_ortage in the United States and can not 

be looked upon as indicative of a general tendency for more 

volume for this trade. 

The years l~:i3'7-ltJ39 repeat the experience of bran, in 

that imports were immediately reduced when norraal domestic pro-

duction was realized. The low mark for this period of 35 in 

1938-1939 should serve to indicate the self-sufficiency of 

American barley production in most years. 

One large and vital facto~however, cannot be overlooked, 

and that is the sudden and huge increase in the dz- mand for barley 

which was occasioned by the repeal of prohibition in the ear~ 

part of this period and for Which the domestic farmer was not 

prepared. lJow that this new market for malting barley has been 

uncovered the farmers have increased their plantings and once 

again, given normal conditions, the United States will become an 

exporter of this commodity. 
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Unfavora()le growing conditions in the past year have 

again necessitated the importation of considerable quantities 

of barley from Canada, but this increase may as well be due to 

the favorable exchange, lower prices in Canada, and to a lesser 

extent, the 1938 tariff recuction. 

Again in reference to this item, tariff treatment seems 

to have little effect on the volume of imports, except that 

should a shortage occur, it would be rnost advantageous to make 

the purchase from Canada. 

Pine Eoards and Planks. 

~l':DEX OF ~.ilihl C.A:; I:,J.PORTS OF P::i:ib BOARDS AND PLF..l~KS 

F .. Cl,~ ::A.:. . .nDA 

Year Tariff Treatment Index Number 

1935-1936 ~j3. 00 Rev. Tax, .·:1.00 Tariff Rate 100 
.1 

1936-1937 ~.;1. 50 Rev. Tax, (1: .. .50 T[;riff Rate 109 
~· 

1937-1938 \;-1. 50 Rev. Tax, 'ti' .50 Tariff Rate 110 
1938-1939 (tl • 50 Tariff Rate 78 tJ) 

\' 

Tariff Rate 150 1939-1940 ~ .50 

Following closely the trend line of American imports of 

spruce lmmber, similar purchases of pine have been governed for 

' the major part b~r the combined effects of the housing expansion 

program and the general prosperity of business. 

The gradual rise of imports of pine in the first three 

years of the period reflects the recovery of business and the in­

creased demand for building materials occasioned by a feeling 

of rising optimism. The recession of 1938-1939 discouraged the 

prospectivebuilder, and permitted home production to catch-up 



- 228 -

with the demand which now took the form of fewer new contracts 

and some unfilled orders~ for which this supply was sufficient. 

The sharp increase in imports of 1939-1940 is again 

largely a product of a new feeling ofoptimism, and with it the 

exchange advantage vr~-lich made the Canadian timber a much better 

buy. 

The tariff reductions must certainly be Given due credit 

for their effect on this trade despite the fact that the abnor-

mal conditions of t~is past period have in many ways tended to 

nullify the a tte~u.pts of this legislation. Two distinct and gen-

erous concess~ons have been made on this item~ but only when the 

present charge is com1_~ared wit~1 that which prevailed in 1935, 

can a true picture of this reduction be observed. A downward 

revision of such proportions cannot help but aid the timber 

trade,and coupled with the poss;_ble plant expansions which may 

result from increased war demands, this iten1 should be ore of 

great value to Canada =:.n the near future. 

oats. 

TABLE NN 

IJ:fDEX OF ALJiHICAH IMPORTS OF OATS FROM CAr~ADA. 

Year 'l1ariff Treatment Index Number 

1935-1936 16 cents per bushel lOO 
1936-1937 16 cents per bushel 16 
1937-1938 16 cents per bushel 8 
1938-1939 16 cents per bushel 1 
1939-1940 8 cents per bushel 528 

Contrary to tpe experience of anyaf the commodities here-

to:t'ore examined, the i.mports of oats from Canada have declined 
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steadily since the inception date of the five year period and 

only in the past year was a change noticeable and then this 

figure soared to five times any p~evious year's total. 

During the 1936 drought there was a shortage o~ this com­

modity in the United States, but this need was satisfied by 

larger imports from Argentina rather than Canada, since in most 

years this latter country is the largest purchaser of oats from 

the Lnited States. 

Tpe 1938-1939 returns s:C.tow an all-time low for these irn­

ports and illustrate to what extent the American market is in­

dependent of Canadian supply. The phenomenal rise in imports 

in 1939-1940 can most accurately be ascribed to the domestic 

shortage and the advantag~ of securing a supply from a country 

which is operating on a depreciated currency. 

Tariff reductions suc.i:·~ as that granted in the 1938 agree­

ment do much to enhance trade with countries which are recmpients 

of such concessions and therefore the past year's revision of the 

import dl ty must be credited vn th belng an important factor in 

orientating this trade to Canada. The maintenance of this low 

rate may make it more advantageous for American producers to 

specialize ip other grains, and permit the Canadian farmer to 

maintain his strong position in the American market. 
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Maple Sugar. 

TA£LE 00 

Il\~DEX OF AMERICAN IMPORIJ.1S OF l.1APLE SUGAR FH.OI.= CANADA 

Year Tariff Treatm.ent Index Number 

1935-1936 6 cents per pound lOO 
1936-1937 4 cents per pound 590 
1937-1938 4 cents per pound 233 
1938-1939 4 cents per pound 546 
1939-1940 3 cents per pound 547 

Due largely to the duty recuction on maple sugar in the 

1936 agreement, while the rate on maple syrup remained the same, 

a heavy- shift of imports from the latter to the former product 

was realized in 1937-1938, when this annual figure was almost 

six times the previous total. This is certainly an excellent 

example of how the tariff can and does caus~, whenever possible~ 

a sl.:.ift to the use of a more economical or less dutiable sub-

stitute. Although the reduction would appear to be a minor one, 

a close study of the trade increase reveals how great an effect 

this reduction has made on a shift from the purchase of the 

syrup to the sugar. 

Both the sugar and the syrup imported are of a type which 

is not produced in the United States and therefore do not com­

pete with domestic production, but only supplement it for special 

purposes. The decided slump in imports in 1937-1938 may have been 

the result of a particularly good year in domestic production or 

perhaps a consequence of large carry-over inventories from ex­

tensive purchases in the previous year. 
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Imports in 1938-1939 again showed a rise over the pre­

vious year and closely approached the 1936-1937 high mark, which 

would appear to be the new average level. The reduction by the 

1938 agreement of the existing charge to 3 cents restores the 

former relationship between the rates of maple sugar and syrup, 

a move which was desired by domestic users of these products. 

T.bel939-1940 figure shows a slight increase over the 1938-1939 

total despite such factors as Canada's depreciated currency which 

might have incited larger purchases of this product. Increased 

buying of maple syrup may have replaced much of this trade. 

Fox Furs. 

TABLE PP 

INDEX OF 1\I.-.ERICA!': IEPORTS OF FOX F'URS FROM CANADA 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939~1940 

Tariff Treatment 

50 percent 
50 percent 
50 percent 
50 percent 
37~ percent 

Index Number 

100 
130 

92 
67 

154 

In the production of black or silver fox furs, the United 

States is the second largest country in importance, surpassed 

only by Norway. Since these furs are obtained from nfox-farms", 

the domestic market is well supplied, especially in the lower 

grades. The imports from Canada are mostly comp~sed of high-grade 

furs or special colors and varieties, and therefore do not compete 

with the domestic product. 

The trend of purchases of these furs has followed the course 

ot business prosperity and, fur being a luxury commodity, imports 
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are, of course, prone to sharp reductions in times of stress. 

Therefore, the business s·lump in 1937 to 1939 must be largely 

credited as being the factor which reduced this trade during 

that two year period. 

Better business, a tariff reduction, and the favorable 

exchange have all contributed to restoring fox-fur imports to 

a position ~~ong the leading Canadian exports to the United 

States, but c.. variation of ar:..y one of these component forces 

may have a very drastic effect on this trade. 

The present duty of 37~ _:_)ercent still provides the Ameri-

can fox-farmer with ample protection and, in case the exchange 

disparity is lessened, this barrier will become even more effec-

tive. Certainly it could not'be argued that this is· an item which 

must, of necessity, be granted further concessions since it is 

primarily a luxury, an~ as such, must be given secondary considera-

tion. It is very ~-:robable that in a few years domestic pro-

duction of even the rarer types of pelts will increase and the 

present rate will become prohibitive. 

Rye. 

TAB.LE QQ, 
.. 

IJJDEX OF Al•.ffiRICAN I1IPDRTS OF RYE FROM CANADA 

Year Tariff Treatment Index Number 

1935-1936 15 cents per bushel lOO 
1936-1937 15 cents per bushel 55,571 
1937-1938 lb cents per bushel 11 
1938-1939 15 cents per bushel 5,452 
1939-1940 12 cents per bushel 71,360 
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Rye imports, as was the case in barley purchases, were 

greatly stimulated b~T the repeal of prohibition in the United 

States which effected an increased demand for which the Ameri-

can farmer was unprepared. Essentially, as a consequence of 

this new demand, the Canadian exports increased from a 1936 

normal of lOO to the fabulous figure of 55,571 in the following 

year. However, the extensive drought in the United States made 

for an unusually small domestic production and this necessitated 

still further purchases from abroad. 

American production returned to its normal status in 

1937, and immediately the imports fell off to a mere 11 as com-

pared with the.previous year's high. As the United States nor-

mally is a large producer and exporter of this crop, this occurence 

is not as unusual as the figures might suggest. 

Again in 1938-1939, with a season of poor crops, the 

American market was in need of imports to supplement an irn-

poverished domestic supply and Canadian exports made up fo:C the 

shortage. Continued poor crops have raised these imports in 
to 

1939-1940/a figure higher than for any similar period. 

A tariff reduction was not granted in the 1936 agreement 

but the new arrangement has provided for a lower rate on this 

commodity. Since in earlier years the trade volume seemed to 

fluctuate irrespective of any tariff barrier, it would seem im­

probable that the newooncession will do much to encourage these 

purchases from Canada, although, if purchases are necessary, the 

low rate would make buying in that land less costly. 



Turnips. 

Year 

1935-1936 
1936-1937 
1937-1938 
1938-1939 
1939-1940 
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TABLE RR 

Tariff Treatment 

25 cents per 100 pounds 
12J cents per 100 pounds 
12~ cents per 100 pounds 
12~ cents per 100 pounds 
122 cents per 100 pounds 

Index Number 

lOO 
167 
166 
172 
183 

A commodity such as turnips would in all probability be 

less subject to the effects of abnormal demands than any pro-

duct w~1ich has as yet been studied. That is, no significant 

developments in recent years have contributed to violent in-

creases or decreases in tGis trade and tl1erefore the trend of 

the se imports si:.:.ould be somev;hat indicative of the tendency which 

~ost imports from Canada would display were they stripped-of 

non-tariff changes. 

The duty reduction which was made in the 1936 agreement, 

whereby the then existent rate was lowered by 50 percent, re-

sulted in a decided increase in Canadian exports and the steady 

but slightly increasing expansion of this trade in the following 

years would seem to reveal that, except for such rate revisions 

as may be made, the turnip trade will increase but slightly. The 

increases following the establishment of the new charge being 

but minor ones as compared with that following the change would 

uear out this statement. 

The United States has a large domestic production of 
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turnips and rutabagas but with the present tariff regulations 

Canada should continue to supply the same portion of the Ameri-

can market wlJich she has been in the habit of doing. Canada 

continues to be the pr~ncipal supplier of turnip imports to 

the "Jnited States, and the reduced tariff should insure this 

position for the future. 

Conclusions Concerning the 1938 Trade Agreement. 

In ter1~1inating this study o.f trade agreements and trade 

policy, it is only fitting and proper to devote this conclud-

ing section to a general appraisal of the effectiveness of this 

program both as a stimulant to trade and as a means of bringing 

about a more complete revival in international commerce. 

Of the sincerity and diligence of the formulators of this 

policy, there can be but little doubt. The American Secretary 

of State, l,:.r. Hull said of it, "I invite any person to show a 

sin.sle instance of general tariff readjustment either upward on 

downward in the entire fiscal history of the nation wherein 

there has been exercised as much unpartiality, care and accuracy 

as to facts as has uniformly characterized the negotiation of 

our twenty-two agreements, - or any more solicitude for the wel­

fare of a8riculture, labor, business and the population of the 

country in its entirety. rr 6 To which l!.i:r. H.aymond l·Joley adds, 

"':Jith this statement no one who has made a fair appraisal of the 

situation will dissent. There has been science, sincerity and 

infinite pains in the effort to increase foreign trade through 

6. Raymond 1/Ioley: l\~r. Hull's Trade Policies. Newsweek, 
January 22, 1940. 
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the reciprocal-trade agreements. One might almost say that, 

if science and sincerity and infinite pains could achieve the 

purpose through this instrurnent, it would be done. tt'7 From these 

statements, one would be lead to believe then, that in so far as 

possible every effort has been made to design a schedule of rates 

which would be fair to all interests, whether American or Canadian. 

The farmers have long complained that reduced tariffs 

would deprive them of their livelihood, in answer to which com-

plaints Ii1r. Hull adduced statistics which revealed that, 11 be­

tween 1934 and 1938, United States exports to trade-agreement. 

countries had increased 61 percent; that United States farm cash 

income had risen fro1n ~~4,700,000,000 in 1932 to $.7,600,000,000 

in 1938, exclusive of benefit payments."8 

The charge most often preferred against the reciprocal­

trade program, is, that for the fiscal year ending June 30, 1937, 

United States agricultural imports increased whereas exports de­

creased. Analyzed by trade experts, this was found to be the 

case. "Total increase in imports between July 1934 and July 1937 

was $699,000,000. Of this, ~p252, 000,000 was in tea, coffee, rub­

ber, silk, bananas and other items, non-competitive with United 

States t products; ~:~141, 000,000 was in imports to supplement 

items affected by the 1935-1936 drought, - as corn, wheat, bar­

ley, fodder, butter, etc. But these imports, Mr •. Hull can show 

conclusively, did not displace United States farm products; they 

supplemented the United States' supply and prevented a shortage. 

7. Ibid. 
8. Hull Upholds Trade Act before House Committee: Life, 

January 22, 1940. 
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Further, they came in because farm prices were high, and their 

only effect on domestic prices was to check a rise to f~!ine 

levels, thus benefitting all consumers, - including farmers who 

bought livestock feed.n9 

n,ln-,....,t .,_-
IJJ..I..Ca. .;.,,~.r • Hull points out is this: Vlhen farm income is 

high, farm imports are high, and vice versa, - simply because, 

when United States production is low, and prices are high, it 

is profitable for foreign nations to send their farm products 

here, - no matter how high the tariff barriers.nlO 

'.'ii t:n re 2~ard to exports, which to the majority of American 

producers is the sole benefit derived from the trade agreements, 

many instances of increases can be shown. "The figures show 

that in nearly every case the United States exports have immediately 

zoomed, imports from those countries have moderately increased."ll 

"Since inauguration of the program, American exports have 

approximately doubled. ~.~anii'est1y it would not do to ascribe 

this increase to trade agreements alone. But that they substan-

tially stimulated foreign trade is indicated by the fact that dur­

the two-year period of 1936-1937, in comparison with the preceding 

two-year period (1934-1935), the increase in United States ex-

ports to all trade agreements countries was 41.9 per cent, where­

as during the same period the increase of our exports to non­

agreement countries was about 25.9 percent.nl2 

To supplement these defenses of the trade program, it is 

well to note the view of a lifelong Republican, Mr. Thomas w. 

9. Saint in Serge: Time, January 8, 19.40 
10. Ibid. 
11. Ibid. 
12. Francis Bowes Sayre, Trade by Treaties: Current History, 

January, 1939. 
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Lament, who says, rrHaturally, our trade with all of the twenty 

countries now bound by agreements with the United States has not 

yielded spectacular results. But which one of the critics has 

stopped to figure to what low point our trade might have dropped 

if the agreements had not beenin existence? I doubt whether the 

public at large has any realization of the extent to which in the 

last few years normal trade relations over the world have been 

dislocated and international trade cut down. Indeed, it was a 

lucky thing that, before the world began to turn completely 

topsy-turvy, we made a vigorous start on this trade-agreement plan 

for maintainins and increasing America's foreign commerce.u13 

In these appraisals of the reciprocal-trade policy, great 

stress has been laid on the rise in American exports with little 

regard to the effects of this on foreign markets. However, an 

understanding of the principles of foreign trade will reveal that 

the importi~g country is as much a beneficiary from these imports 

at low prices as is the exporter in the form of increased national 

income. 

"Each sale of surplus products abroad created a chain of 

economic transactions within the country, the total effect of 

which is to increase purchasing power beyond the volume repre­

sented by the original sale; and increased purchasing power is 

what makes prosperity. Trade increases employment, creates pro-

fits, and raises the general level of well-being. 

"If the domestic consumption of some commodity thus in-

13. Thomas Lamont: Trade is a Two-Way Street, Collier's 
March 9 . .J 1940. 
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creases by, say, 100,000 units, we can well afford an increased 

importation of say 10,000 units, for our domestic ~reducers will 

be selling 90,000 more units than before.nl4 

Particularly with regard to the United States, since its 

economy has been exp2.nded to a point where l·r::!.llions of workers are 

engaged in ir:dustries v:h1ch ~1ave become wholly dependent upon 

foreign markets, some effective way had to be found to increase 

rna.rkets abroad and under present-day conditions, nthe most 

practical way to acD.ieve this is b-- a series of agreements with 

individual countries to barsain down excessive trade barriers and 

reciprocally to guarantee each other's trade agaifist discrimina-

tion. 'I·he real oojecti ve of the pro;ra:m is to benefit all pro-

ducers alike by restorin; prosperity through increased trade. 

Increased domestic :::1arkets co:Gsti tute our objective quite as 

much as inc:reased foreign ~:w.rkets. nl5 

Time and time again, in the formulation of a trade policy, 

the a&ninistrators have run up asa~nst narrow sectional attitudes 

which feel t0at their particular interests should have primary 

consideration in national trade policy. "But the menace of 

economic breakdown on a world scale is too real today for us to 

tolerate selfish sectional mea.sures.nl6 nAnd I have no doubt 

that the six 1~ew England governors and others in oppos~ tion are 

entirelv sincere in their conviction of the temporar~:- disadvan-
" 

tage of these trade pacts to some of their local industries. It 

is always true that somebody has got to have his toes trod on a 

bit. But in the long run, under expanding international trade, 

14. F'rancis Bowes Sayre, Trade by Treaties: Current 
... 1is tory, January, 1939. 

15. Ibid. 
lti. Ibid. 
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those very industries that now complain will benefit from their 

share of the greater purchases that will eventually come from 

abroad and from a more prosperous people here at home."17 

In conclusion then, a survey of the facts has revealed 

that in practically every attempt by this program, a satisfactory 

degree o.f achievement has been realized. nBy means of the trade-

agreements pro3ram, important foreign markets have been secured 

for American products and American exports have been protected 

from foreign discrimination. American exports have increased 

despite a period of business recession. 11 18 

The agreements with Great Britain and Canada are by a 

large margin the most important of all of the arrangements, since 

about one third of the entire foreign trade of the United States 

is carried on under these two agreements. nit is of particular 

interest that just as the United Kingdom wants to buy those of 

our goods which are primarily a6ricultural, so Canada wants to 

buy those of our goods which are primarily industrial. By these 

two agreements, boththe American farmer and the American mill 

worker reap the profit through the gain of foreign markets; and 

the opportunity thus given to each for increased economic 

activity naturally reacts to the enormous benefit of the other 

in increased purchasing power and hence increased domestic mar­

kets."l9 

The next step to be taken, now that the Hull program has 

so conclusively proven itself to be a remedy for trade stagnation, 

17. Thomas Lament, Trade is a Two-Way Street, Collier's 
March 9, 1940. 

18. Francis Bowes 8ayre, Trade by Treaties, Current History, 
January, 1939. 

19. Ibid. 
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is to continue and amplify these beneficial results by a still 

greater reduction in tariff charges. By proving, first of all, 

to the countries involved in reciprocal agreements that this is 

the most effective stimulant to trade recovery, and then by dis­

seminating this. information to the world at large, more and more 

nations, it is noped, will recognize the benefits of suCh an arrange­

ment, with the possible result that the reciprocally-trading 

countries will become the dominant forces in international trade, 

thus bringin~ the remaining countries in line or leaving them 

to suffer the alternative of a virtual trade starvation. 

Although there are numerous other factors hindering the 

restoration of world trade, such as political ambition and 

rising nationalisiu, it is not too fond a dream to image that 

through a revival in this form of exchange many of these evils 

may be reduced and a feeling of security and international co­

operation might result. The reciprocal-trade policy is certainly 

one of the most important and effective steps toward the attain­

ment of that goal. 
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TABLE 1 

Slf.i.tiiiARY OF ·ri~L: I·~.::~ADE OF CAJ.-.ADA ~~71TH 'Ef-IE Ui~ITED STATES, 
1868-1940. 

Year Canadian Imports Canadian ~~.xports 

1868 22,660,132 25' 349' 568?} 
1869 21,497,380 26,717,656* 
18'70 21.,697,237 30,361,328* 

1871 2'7,185,586 29,164, 358·:} 
1872 33,741,995 32,871, 496~· 
1873 45,189,110 38,232,015 
18~4 51,706,906 34,378,999 
1875 48,930,358 28,923,055 
1876 44,099,880 30,734,439 
1877 49,376,008 25,084,845 
1378 48,002,875 25,100,105 
1879 42,170,306 26,498,574 
1880 28,193,783 31,610,090 

1881 36,388,701 35,902,420 
1882 '47, 052,935 47,570,149 
1883 55,147,243 41,171,160 
1884 49,785,888 36,656,838 
1885 45,576,510 37,731,468 
1386 42,818,651 36,528,669 
1887 44,795,908 37,655,164 
1888 46,440,296 42,554,531 
1889 50,029,419 41,561,223 
1890 51,365,661 38,083,028 

1891 52,033,477 40,194,566 
1892 51,742,132 37,17ffi,909 
1893 52,399,796 39,789,312 
1894 50,746,091 33,970,560 
1895 50,179,004 37,464,657 
1896 53,529,390 39,750,221 
1897 57,023,342 45,880,922 
1898 74,824,923 41,082,237 
1899 88,506,881 41,122,370 

1900 102,224,917 59,962,905 

1901 107,377,906 79,406,841 
1902 115,001,533 69,562,232 
1903 129,071,197 71,209,969 
1904 143,329,697 70,713,053 
1905 152,778,576 75,563,015 

* The figures for these years are for exports of Canadian 
duce alone, for the remaining years they represent this 
plus foreign produce sent through Canada. 

pro-
total 

Note: These figures do not include gold movements, and the 
totals are for the fiscal year. 
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Year Canadian Imports Cans.dian Exports 

1906 169,256,452 88,001,309 
1907 149,085,577 65,838,636 
1908 205,309,803 96,920,138 
1909 170,432,360 91,022,387 
1910 218,004,556 110,614,327 

1911 275,824,265 112,208,676 
1912 331,384,657 112,956,295 
1913 436,887,315 150,961,675 
191~ 396,302,138 176,948,299 
1915 297,142,059 186,5~2,856 

1916 370,880,549 216,669,262 
1917 665,312,759 290,578,773 
1918 792,894,957 440,811,400 
1919/ 750,203,024 477,695,659 
1920 801,097,318 501,130,117 

1921 856,176,820 560,701,936 
1922 515,958,196 304,104,177 
1923 540,989,738 380,347,721 
1924 601,256,447 441,642,909 
1925 509,780,009 427,184,643 
1926 608,618,542 491,164,591 
1927 687,022,521 481,346,621 
1928 718,896,270 502,340,907 
1929 868,012,229 52p,816,546 
1930 847,442,037 536,688,181 

1931 584,407,018 363,923,024 
1932 351,686,775 266,934,350 
1933 232,548,055 202,794,154 
1934 238,187,681 224,980,603 
1935 303,639,972 310,905,541 
1936 319,479,594 372,127,774 
1937 393,720,662 446,089,317 
1938 487,279,507 435,085,647 

1 1939 412,476,817 386,596,715 

1. Trade of Canada: Department of Trade and Commerce. 
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