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X.A, Eeonomics
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The Few Trade .greement betvieen the United Jtates

and Canad@~=e-ceecccceew--;igned,liovember 17,1938,

The Reoiproeal-Trade-igreemnents Program of the "nited
Jtates,is conceivadbly the cardinal experiment in an endeavor
to revive international trade dy a policy of rcmoving and re-
ducing excessive commerce barriers, The cooperation between the
United states and Canada in this pursuit,afords an excellent
opportunity to anulyse the results of this stratagen,

Dividcd into 7 ehapters,this study devotes the first 2
sections to a brief history of Canadian-.merican trade nolioy;
and an appraisal of the foremost met-ods of conducting conmmerce,
with particular emphusis on "mo3t-favored-nation" proposals,

Chapters 3,4,and 5, present a detalled exnosition of the
actual tariff revisions entailed in thc 1938 agrecment,as come
pared with previous rate schedules,

The cono’uding portion is a statistical surmary of trade
value fluctuations of certain selected commodities,followed by
an eva}uation>or the role of tariif manipulation in evolving

these changes,
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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., Invislble and 1illogical as that boundary is, how=-
ever, 1t has in certain ways acted as a barrier more effective
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" 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 conslderation 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 appralse present day methods of
removing or circumventing "national boundaries", and to pro-
ceed still further with hopes for the future. Therefore, in
the evaluation of the "New Trade Agreement between Canada and
the United States", we must first consider the commercial re-~
lations between these two countries, since the first major

reclprocity treaty 1n 1854, and then proceed to the present

-

~I. Keenleyside, "Canada and the United States™.




proposal.

Prior, however, to a discussion of the reciprocal trade
agreements, it 1s quite essential to enumerate certain baslc
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 1Interests 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, dalry products and fish into serious competi-
tion with the commodities of the American farmer, miner and
fisherman, Fourth, the desire of the Canadlan farmer to gain
unrestricted access to the Amerlcan market, and to purchase
his supplles at the lowest figure regardless of the place of
manufacture. Fifth, the fear of the Canadian industrisal inter-
ests 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,"®
In addition, there is a slixth factor not mentioned by the

author, the American investors in Canada and branch American

2. Ibid.
3. 1Ibid.
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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 essentlal, 1f
an attempt 1s to be made in the understanding of the trade
policy as 1t 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 sald to have been occasiocned
by Canada's loss of preferential treatment in the British
markets. The abolition of the liavigation Laws, which had
glven Canada definlte 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 1llttle wonder that the only apparent
alternatives for the Canadians were annexation or reciprocity.
The Canadlans preferred the latter, for sentimental and
political reasons, the Unlted States was of a simlilar opinion,
due to the pressure of the SouthemStates, who wlshed to pre=
vent the admlission of new territory into the Unlon, new ter-
ritory which would be opposed to the institution of slavery.

Hopes that perhaps England would increase tariffs towards
the Unlted States, and thereby at least partially compensate
for the disadvantage of Canada, were soon shattered. Eng-
land, finding the freer trade with the United States wholly
beneficlal, refused to penalize the Americans, even as a con-

cesslion to her colonles,
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The first formal step iIn the direction of reciprocity
was taken on May, 12, 1846, An address to the Queen was
adopted, suggesting the possibility of Canadian-American
negotiation, which might to a large extent alleviate the
stagnation in Canadian trade. A favorable reply was re-
celved 1In June, and the British lilnister to the United States,
Mr. Pakenham, placed the proposal before the Secretary of the
Treasury, Robert J. lialker.

However, the negotiations were still in their infancy,
and numerous dissentlng 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 unfair,
contended the Senators from Maryland and Virginia, to admit
free of duty into the Northern 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
partles any accession of strength to the one was of vital
concern to the other, The convictlon that reciprocity would
merely hasten annexation was a compelling reason for hostility
from the Southerners."S

Another obstacle in the way of reclprocity 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 situatlon and, partly, no

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

Britain through Canada."® The third deterrent was the "pro-
tectionist" attitude ofﬂthe +shilg Administration from 1849 to
1852.

Little progress was made during the period from :ilarcn,
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 attentlion 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 directlon of reciprocity. At that date the
Derby Government announced its intention of protecting the
North American fisherles. The chief significance of the con=-
troversy rested on the fact that the fear of a collislon be-
tween Brlitish and American interests supplied the stimulus
for a beginning and achievement of negotiations, A further
result of the proposal was to bring more forclbly to the at-
tention of the American people the whole problem of recip-
roclty between the Unilted States and Canada. The possibility
of war wlth Great Britaln awakened the American public from
its lethargy in regard to reciprocity. The Flllmore Admlnis-
tration was extremely desirous of settling this question aud,
in their anxlety, even consented to 1lnclude reciprocity in

their discussion. Agaln, objectlons were raised that a

6. Series F.0.5, vol, 500, Crampton to Palmerston,
July 9, 1849, enclosures. Unlted States Tariff Commission,
"Reciprocity and Commercial Treaties".
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"peciprocity treaty should not be negotiated at the cannon's
mouth."? The Administration was convinced, in February, 1853,
that the nezgotiation 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 qulte evident from the divergence in
the opinions of the representatives from different parts of
the country, that 1little 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 fisherlies 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 reclprocal trade with the British North
American colonies on the principles of liberal commercial
intercourse."® Lord Elgin, then Governor General of Canada,
come to Washington for the purpose of negotlating a treaty
with the Unlted States on these matters. Despite an apparently

discouraging outlook, Lord Elgin went to work conciliating

7. Masters, "The Reciproclty Treaty of 18547,
8. Haynes, "Recliprocity Treaty of 1854".
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the hostlle factlions, and finally succeeded in preparing the
document whlch was signed on June 6, 1854, and received the
Preslident'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 fisnerles was provided.
Fishermen of elther nation could land on the shores of the
other to dry nets and cure fish. Two commissioners were to be
appointedi 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 loéal interest varil=-
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 of "timber. and
lumber of all kinds, round, hewed, and sawed, unmanufactured
in whole or in part,"

American vessels were permitted to navigate the St,.
Lawrence and the Canadlan canals, on terms similar to those
of Britlsh shlips. In return,British ships were granted the

right to freely navigate Lake Michlgan, as long as the afore=-

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

The treaty was to remain in force fa &a period of ten
years and further untll twelve months after elther High Con-
tracting Party had given notice of its intention to terminate
the arrangement.

The result of thlis treaty was an immense 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 avallable to American manu-
facturers. "In 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
$57,000,000,"11

Early hopes for the contlinued success of the treaty
proved unjustified, for, a few years after its birth, circum-
stances arose which were to bring about the termlination of the
treaty on March 17, 1866, by the United States. "In 1864 the
cumulative effect of anger at British and Canadlian sympathy
with the South; rising protectionist sentlment, pressure of
internal taxation, aggrieved sectional interests, and the
absence from Congress of the low tarlff southerners led the
United States to give notlce 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 Annuel Keview for 191l. Harvey, "The
Reciprocity Treaty of 1854-Tts Advantages to the United
States and Canada”.

~11. Haynes, "Reclprocity Treaty of 1854"
12, Skelton, "General Economic History, 1867-1912".
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feeling than of any commercial consideration.” Perhaps the
most popular defense of the "termination" was the argument
that the Canadlans were violating thelr pledge and that they
were raising thelr tariffs on manufactured goods. In part
this criticism was true, because the "infant industries" in
Canada were afraild that competition from well established
American plants would hinder thelr growth. However, similar
incidents had also occurred in the United States. "Indeed,
during thls same war period the American tariff rates had
also undergone a process of elevation."13 Two more facts
which evoked criticism of Canada's policy were, firstly,
Canada's action in making American vessels 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 annexation,l9

"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 thls in splte of the tremendous economic expansion
then going on throughout the continent."l6

In the years following the abrogaﬁion of the Treaty of
1854, negotiations were continued. In 1869, Sir John Rose
proposed a treaty which would have practically unified the two
countries and which embodled discrimination against England

1tself. In 1874 another attempt to enact & mutually beneficial

13, Taussig, "Tariff History of the United States.

14, Congressional Globe, 36th Con§., lst Sess., 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, "con-
trolled by industrial and commercial interests which felt that
the concessions made by Canada were not sufficlent, at first
postponed a decision, and finally refused to act favorably."17
The period between the termination of the Elgin-inarcy
Treaty of 1854 and the Taft-Fielding Agreement of 1911, may
be characterized as a transition, on the part of the United
States, from a feeling of superiorlty and indifference toward
Canada, to an appreciation of & progressive nation to whilch
they must look for markets and imports. The Canadian lndustries
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."18
Oon the American side, certain factors arose which made
the 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 that due to the unusual industrial
development in the United States, there had resulted a large
supply of capital. Naturally, American investors saw untold
possibilitlies 1In the development of the Canadlan resources,
for which the Canadians themselves had little capltal. And,

furthermore, along this 1line of thought, the manufacturing

17. Keenleyside, "Canada and the United States™.
18, 1Ibid.
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interests had increased thelir control over the govermment.
It is then self-evident that these industrial leaders of the
country should strongly advocate a reclprocity agreement with
Canada, "on the basis of American manufactures for Canadian
raw materials."19

The time had come for the United States to seek freer
trade relations with Canada. 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 1its 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 actlon was advocated 1f 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-
mends and continued tariff trouble seemed inevitable, However,
as a result of the election of numerous "reciprocity minded"
Democrats in the American elections, the Adminlistration re-
vised 1ts 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.<O0

As a result of the conference, an agreement was formula-
ted on January 26, 1911l. The free 1list 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.€l 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 fisherles feared Canadian competition, and the
lumbermen fought the entrance of non-dutiable forest products,
However, a split in the Republican party, coupled with the
low tariff Democratic ideals ailded the ambitions of the East-
ern manufacturers of findiﬁg a new market for theilr products.
The combination of these forces led to a victory for this
latter group in the passage of the bill on July 22, 1911.

Apparehtly 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.<3

Thls radical change in the Canadlian attitude toward
reciprocity was occasioned by two things; firstly, the op-
positlon of Ontario and Quebec 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, 1Ibid.

23. Keenleyside, "Canada and the United States."
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Canada, and without which the first of these factors would
have been ineffective. It was very definitely this prejudice
toward the States which was the cause of the defeat of the
Taft-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 profitgble trading,
the failure of the negotiations could not be considered as
gserious. Perhaps the real significance of a discussion of
this defeat, lles in the disclosure of the fact that here at
last, was a definite turning point in the attitude of Canadian
dependence on the Unlited States. The Dominion no longer
needed the ald of Ausrlcear merlets 2nd was at last in a
position to bargain for every concession it was to give.

The reversal, experienced by the Taft=-Flelding 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 1 will indicate. Exports and
Imports were ever increasing desplite 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 Civil
War."24 Concessions were granted the Canadians in the re-
duction of tariffs on agricultural products and implements,
placing them on the "free list". PFurther 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,?9

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 supplled by the
European countries were manufactured on this "side" and were
exchanged between Canada and the United States.

The years following the war contlnued 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.<8

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,"
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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 "vote hungry" political representatives, no better in-
formed than their constituents, turned to the tariff.

"In the spring of 1921, an 'Emer-ency' tariff act (May
27th),rimposed 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. "Hardly
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 of the act of 1922 was the fact
that the agrlcultural states had committed themselves to a
policy of high and ruthless tariff protection. "The outcome
was a tariff with rates higher than any in the 1dng series of
protective measures of the whole period."350

This increase 1n the rates had the additional effect
of greatly hindering international commerce. C€Canadians were
encouraged to buy within the Empire.3l 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. Keenleyside, "Canada and the United States."
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TABLE A

CARADIAN IMPORTS FROM GREAT BRITAIN AND THE UNITED STATES

From From
Year United States Great Britaln
1918 82.3 8.4
1919 8l.6 8.0
1920 75.3 11.9
1921 69.0 17.3
1922 69.0 15.7
1923 67.4 17.6
1924 673 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 indlcations 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 Tarlff Commlisslion was not more successful
in its attempt on this occasion was largely due to the re-
strictions which Congress placed upon them. The Commlssion

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

32. canada Year Book, 1926,

32
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was still iIn 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 different from those which had
resulted in previous revisions.®3 Each of the former regula-
tions had been necessitated by a particular event or circum-
stance, but not so with the tarlff of 1930. Neither political
nor economic pressue was in evidence. The tariff question
played no part in the presidential election of 1928, nor did
the crisis of 1929 occur until the character of the revision
had been determined. The only justificatlon offered on the
part of Iindustrial 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, 1929, by
President Hoover to dlscuss the agricultural problem., His
only suggestlon was that duties on foreign agricultural
products should be ralsed by way of helping the farmers, and
that any manufacturing industries that were sutfering should
likewise be given aild. The program came to nothing at that
time and the tariff 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, "lariff History of the United States."
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"Hawley-Smoot" Tariff and its disastrous effects on Canadian-
American trade. The tariff was practically prohibitive as
regards farm products.®® oOn 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 1934.5% In dealing with figures
and statistics relating to this period it must be noted that
the "depression" 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 Unlted States and in Canada, interest was
again awakened in negotiations which might relieve the situation.

The main purpose of these negotiations was to "increase
forelgn markets for products of the United States. Thils pur-
pose was sought through the reciprocal adjustment of excessive
trade barriers."96 It was deemed expedient that this attempt
should be realized, owlng to the fact that normally the United
States can and does produce more than it can consume of certain
farm and nonfarm products. These surpluses must elther (1) be
sold abroad, (2) remain in thils country as carry-overs, or (3)
be dumped on the market at rulnously low prices. The reduc-
tlon of exports, then, forces down prices, reduces employment
and the income of American producers,9?

Trade had sharply declined after 1929, mainly because

nations, including the Unlted States, had set up excessive

54. Canada Year Book, 193¢,

55. Ibid.

36. Trade Agreement Program of the United States. Depart-
ment of State. Publication 1265,

37. Ibid.
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and almost 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 & minimum, unemployment and low
incomes followed and brought world-wide economic depression,58
Trade revival was an gbsolute necessity and the method which
the Trade Agreements Act authorized for bringing about this
trade recovery was by a program of removing or reducing ex-
cessive barriers to foreign trade, through direct and separate
negotiations wilth other countries.

"In 1934 the United States officially abandoned its
traditional single autonomous tariff system."®® Bilateralism,
the basis of recent international commercial'relations, ﬁas
adopted 1n its stead. The success or failure of this program
may be expected to exert a declsive 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 XNovember
15, 1935. Under the Act, the United States concluded agree=-
ments wlth nineteen foreign countries, including Canada. In=-
cluded among the ¢oncessionsgranted to Canada were those per-
taining to agricultural products, filsheries products, forest
products, minerals and manufactures. Canada recelved reduced
dutles for some sixty commodities representative of the main

industries in the land.

38. Ibld.
39. Tasca, "Reciprocal Trade Policy of the United States."
40, 1bid. 2
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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-
elght tariff items, - this revision of Canadian duties being
especially designed to aid the Canadlan user of machinery and
other implements of production,4l

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,

Theoretlcally, 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, 1Ibid.
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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 lines of production.

In 1936 and 1937 marked expeansions 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,
Canadlan imports rose from an annual average value of
$303,000,000 during 1934 and 1935, to 430,000,000 in 1936
and 1937, or an increase of 42% over the pre-agreement period.43

Likewlse, Unlted 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, Imports from the United States
to Canada increased in volume,

The experlence of the two countrles has been considered

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

45. The New Trade Agreement with Canada, Department of
State. Publlcation 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 thelr 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 Canadlan-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 necessary to explain certain baslc concepts
inherent to the individual plans of international co=-operation
and to compare them as to purposes, alms and practicability. With
this motive in mind, we now proceed to a dlscussion 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 preferential 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 B's
tariff barriers are extremely high, A will reduce its own tariff
rates on B!'s exports in hopes of a reciprocal reduction which will
facilitate the exchange of goods. It 1s qulte evident from this
conception, that such a "rate barter" procecure, although perhaps
in theory quite workable, has, in préctical experience, certailn
very real defects.,

The outstanding error in the reasoning of adherents to this
school, 1s the violation of one of the fundamental laws of foreign
trade, namely, "all trade 1s essentially an exchange of goods

and services, gdods 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 pollicy under examinatlon 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 benefilt
mutually from trade and, over a perlod of time, exports and im=
ports must approach a balance, Under such conditlions smaller

"exchange volume", would

nations again, because c¢f their lack of
be handicapped. The United States and Brazil, if they were trad-
ing exclusively, would soon reach the point where exports from
the United States so greatly exceeded imports from Brazil that
trade would come to a stand-still.

As a further thought along the same line, there is the
realization that foreign trade should be conductec 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 1t 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 themsélves 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.

T. Griffin, "Principles of Foreign 'rade”,
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 similar agreements will appear, each suffering from the
defects of the systeri 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 simllar goods pro-
duced in other lands., It is of rrimary importance then, 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 situatlon would be one in which they re-
ceived a special concesslion for their commodity, but in lieu of
this benefit it 1s necessary that they at least attain equality
of treatment. The former objective would be sought under the two-
sided preferential system; the latter 1s the motive of the "most-
favored-nation" agreement.® Under this type of cooperation, two
countries agree to extend eacih 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 possiblllty of any one
country's gaining special concessions would be minimized, and,
rather than searching for further particular benefits, the quest
would be for further reductions in import rates and an expansion

of trade,

3. 1bid.
4, Ibid.,



- 26 -

This situation 1s precdominantly the one which is today
in operation among the important commercial countries of the
world, with few exceptions. <SEpecial treaties are as yet in
evidence, bﬁt, 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 wnich have been gziven to the clause. The one
is, that, "a concession given, shall freely and automatically
be extended to others with whom the most-favored-nation agree-
ment exlists. The other is that the country with whom the agree-
ment exists shall have the right to avail itself of the conces-
slon 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. The ‘mited States may grant con-
cessions to Brazil and Chile, with whom most-favored-nation
agreements exlst, only i1f Brazll and Chile are willing to grant
in return, the concession granted by Canada. The former of these
two interpretations is called the "unconditional form", and it
tends to equalize, at once, all concessions among the countries
with which such agreements exist. To call this concept a "most-
favored-natlon" principle is paradoxical, since under this form,
no nation is shown more consideration than any other., The second

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

6. Ibid.
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in numerous different rates, being applied to the wvarious countries
as a result of the special bargains which 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
agreements, a segrezation of countries naving common interest to
the exclusion of certain others thereby again causing a definite
discrimination. It would still be an improvement on the conven=
tlonal highly protective attitude though, and as such it would
represent a step in the "right" directilon.

Possibilities for obtaining favorable concessions in eva=-
sion of the most favored 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 applled to one
schedule of rates, irrespective of thelr origin, to one of
multiple tariffs. "The general and conventional systems include,
first, a general tarlff enacted by the legislature of that country

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

certaln rates which have been set by conventions or treaties with

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

7. Lbid,
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to certain countries, these special rates apply, and supersede
the general treaty rates for that particular country.

Maximum 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 barzains certaln 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 thls chapter, since in effect
they are based essentially on the two-power trade and the remainder
of theilr commerce 1is secondary.

Upon an investigation of the tariff agreements of the
United States at the present date, certain basic principles ars
immediately in evicerce. The first 1is the most-favored-nation
principle.8 The implication tendered here under thils clause 1is,
"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 natlons who operate under thils
principle and ultimately there will be in evidence a lowering of
trade restrictions throughout the world. The lowering of the
rates to a particular country would dlvert 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, "Reclprocal Trade Agreements",
9. Ibld.
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structions in each of the lands.l0 Prior to the Trades Agreement
Act of 1934, the United States was the only important country
which fixed its tariff without bargaining with other countries,
As a result, we were losing the opportunity 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 tne United States has already opera=-
ted in our favor as is exemplified 1In our experience with France,
Recently France negotlated with several nsations to the end that
considzrable reductions were granted. Immediately, as a consequence
of our most-favored-nation agreement with France, we were like-
wlse benefitted by this move and received 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-favored-nation poliey,
is the "triangularity" of trade. Due to the dlfferences 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
or bl-laterally with each ¢ountry, we (theUnited 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 wlth greater sales
to Asia to pay for our heavy purchases there. It 1s this triangul-

arity in our trade that 1s the basis of our desire to enlarge all

~ 10, Ibid.

11, "Readjustments 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 ver;y purpose of international trade 1is
to enable countries possessing unusual advantages for the produc-
tion of certain commodities to specialize in those commodities."l@

A lowering of tariffs in an agreement with one country may
have the effect of holding certaln other countries back from enter-
ing into negotiations with us. The reason for this is that they
will receive the benefits 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. Thls situa-
tion has been met by a second policy. The first country grants
concession for concession on trade items which they import in
"ma jor amount from the specific country with which the agreement
has been made., This is known as the principle of "chief supplier.”

To i1llustrate trnis i1dea, take the case of Canada and the
United States, where there 1s 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 1s certainly worth her while
to make concessions upon these items in return for a reduction of
tariff on goods whlich she suppllies to the United States in a major
amount. "But observe that, while on the surface this policy
appears to result in a preferential agreement between Canada and
the Unlted states, (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."l3

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=-

17, Upgren, "Reclprocal Trade Agreements."
13. Ibid.
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clate the advantages and possibilities of a most-favored-nation
policy, the results would be mutually beneficial, both economilcally
and pclitically. A policy of this type is somewhat of an attempt
to approach a condition of Utopian free competition. International
trade would, under this type of system, be released from unnatural
channels throuzh which it has been diverted for political or "non-
economically" sound reasons, and vernitted to flow along those
lines in which 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
commodities in each of the various sections of the world in which
it has the greatest i.atural advantage? This extersive prolect
could then be brought into 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 1ts energy into the production of certain com-
modities which itvneeded and yet in which 1t produced at a great
disadvantage. Certainly this entire 1dea or "dream" as it might
well be termed, 1s entirely impractical and impossible in the

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



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 1ln-
herent hatreds of certain other lands, all contribute to forcing
the uations of the world into the more impractical methods of
production, until now, to even imagine International trade coopera-
tion, is cheer folly.

Since :t is apparent that under the prevailing circumstances,
it i1s impossible to hope for world-wide eccnomic coordination, some
atterivt should at least be made to approximate this end, based on
the conditions w~ich at present surround us. As we have seen
earlier in this chapter, two-sided preferential agreements, al-
though they do, to & certain extent, permit the operation of
"comparative 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. loreover the
granting of concessions again leads to interdependence 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 for a "favor for favor"
programs,

The final consider=tion then, is the one w:ich has been inw-
corporated by the United States into the 1936 and 1938 trade
agreements, the most-favored-nation policy under which two countries
agree to extend to each other the benefits of any concession made
to any other nation. Tiiis type of cooperation has two interpreta-
tions wnich must be considered separately, namely the "conditional"
and the "unconditional' forms.

The "conditional" concept of most-favored-nation implles
that the country with whom the sgreement exists shall have the
right to avall itself of the corncession upon terms identical
with or similar to those given to the original country. The ef-
fect of this interpretation is to cre=te a number of different
rates, applicable to different countries, as a consequence of
speclal bargains which have been made,

The "unconditional most-favored-nation" idea is one which
holds that a concession given, shall freely and automatically be
extended to others with whom the most-favored-nation agreement
exlsts. This would result, it is believed, in the creatlion 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" barrlers are removed, more stress will be placed on
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lower costs, more efficiency, and better products; rather than to
a 1arge extent having inefficiency, over-production and inferior
quality protected from legitimate foreign competition. It may be,
and it has been arguea that high tariffs are set up to protect
"infant industries", but in the majority of cases, it has been
further shown that these products of protection continue to be
weak and inefficlent 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 inferior com-
modities; it 1is unjust to domestic producers of other items, be-
cause due to the high ;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 willl be minimized with the result
that imports from foreign lands will have to be sacrifieed, or
high-priced substitutes will be inefficiently produced domestically.
It is difficult to decide which of the previously mentioned
systems of Iinternational 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 of these
methods, both because of the self-evident difficulty which would
arise in the allocétion of those results which could be attributed
to a certaln tariff scheme, and also because no country has
strictly adhered to any one of these suggestions for a sufficient
lengthh of time to make a valid estimate or appraisal of the effec-

tiveness of the plan, either for protectlon or for trade stimulation,
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loreover, the "workability" 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 appralsal must then be made upon the
basis of practicability, ease of adminlstration, 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 1is then, not an attempt to attack or
defend the attitude taken by the United States in her trade
agreement program. The reciprocal trade agreerients program which
is based upon the Trades Agreements Act approved June 12, 1934,
1s that ideal which 1s being at present employed as a foundatlon
for American traZe policy, and as such it will be treated as a
valid attempt to increase world-wlde exchanges of goods. lhether
or not this will prove to be the case 1is a matter for more distant
observation, since the whole concept 1is as yet too young for an
acpual 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-
ficlally, 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 detalled manner, how the United



- 36 -

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 1, 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 concesslions granted under thils agreement would be
applied to both countries and would become effective January 1,
1939, The initlal term 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 thls first
treaty has been noted in both countries and its wlde scope has
resulted in a marked increase in the trade between the two nations,
The latest negotiations have resulted in & 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 agreement."?

The commodities covered by the new agreement comprise those
items which make up the bulk of the Unlted States-Canada trade
in either direction. "The trade outranks the trade between any

other two countries of the world. Canada, 1n recent years, has

l. 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 imports."d

The new rate schedulé not only continued many of the
numerous concessions of the 1936 agreement, but in additlion, it
lowered the tariffs on certain of these items and added to the
list, a number of new products which had not been cgvered under
the original agreement. "A major concession to the United States
results from the provision that hereafter the Canadlan special im-
port tax of three percent will be removed from all ltems, dutiable
a’ free, specifically listed under schedule I which names con-
cessions to Canada."4

The term '"concessiond' shall mean in this discussion not only
such revisions in the schedules as will improve the tariff status
of any commodlty, such as duty reductions, but in addition, those
which insure the exlsting tariff treatment from an unfavorable
change. In a period of increasing trade restrictions, these
assurances have the same effect as a reduction in the tariff
schedule,

Crude or seml-manufactured forest and mlne products have
in the past comprised approximately three-fifths of Canada's ex-
ports to the United States. These items 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 ime
port tax.r United States exports to Canada consist in the bulk of
dutiable commodities; as a result, the products on which Canada

has reduced her dutles 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 domestlic market, even though the re-
duced dutlies opened to Canadian producers the opportunity to add
to their sales in the United States."® However, each group of
American producers will recelive certain benefits as a consequence
of increased exports in other lines, and in many cases, those who
have encountered an increase in Canadlan competitlion in the domestic
market, have or will obtain advantages for thelr products in various
foreign markets.

As has been noted, the mutually satisfactory results of the
agreement of 1936 lead Canada and the Unlted States to contlnua-
tion and amplification of the concessions granted under that arrange-
ment. The effects of a reduction 1n restrictions, after the highly
protective attltudes of Canada and the United States, especially
in the early "thirties", were definite indications that a suit-
able plan of procedure had been dlscovered and the present day
agreement 1s the more developed and refined product of this earlier
experiment. "Higher barriers, combined with the general business
depresslon, 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. Canadlan Imports from this country had falien even

5. Ibid.
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more, from $894,000,000 to $294,000,000, & drop of 67 percent.
These 1934 figures had already shown appreclable recovery over
1932 and 1933. 1In 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, ralsed 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 busliness recovery in both countrles contributed
to this increase, and drought condltions in the United States
also influenced imports from Canada well into 1937, The duty
reductions which went into effect at the beginnlng of 1936 were,
however, a major factor in trade revival."S

The speclal factors, busliness recovery and the drought,
influenced the figures for trade between the nations during this
period, and perhaps the best analysls of the effects of the 1936
agreement can be garnered from a comparlson of the experlence of
the two full years following the program with the two years im-
mediately prior to it. "Canadlan 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 perliod. The rate of increase in our exports (the United

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

6. 1bid.
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ports to the world as a whole."7 Similar, though of course not
identical, results were experienced in United States imports from
Canada, so that the trade expansion rose simultaneously during
thls latter of the two periods, l1n each of the countries.

Of prime importance is the fact that in both directions,
the substantlial 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 goéds 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 decldedly greater than that experlenced in
products wnich had recelved 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 1n the value of the imports of articles on which the dut-
1es had been reduced, as compared with an increase of 34 percent
for dutlable articles not specified in the agreement and of 35
percent for goods free of duty."® 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. 1pbid,
8' Ibid.
9. Ibla.
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resulted in a lowering of dutles, "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, 1s 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
Canadlan legislation). The amount mentioned is in addition to
commodities, 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."1lO

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 included 1n the 1936 schedule and whlich 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,OOO,OOO."11
The remalning two-thirds comprise those ltems on which, either
through special commltments or most-favored-nation treatment in
the 1936 agreement, retalned their advantage and remained as such
in the new agreement.

The variety of products in which the two countries traded
1s so diversified 1n 1ts nature that concessions, especially those
effecting Canada's imports, were spread throughout all groups
of the Canadian tariff. The most important groups in which favore
able tariff arrangements were made, were agricultural products

(fruits and vegetables), various manufactures of woods, paper

10, 1bid.
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
finlshed products such as wearlng apparel; in addition to manu-
factures of rayon, cotton, and silk.12 The duty on automobiles,
one of the major imports 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 reductlons 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-
dlcated in schedule I of the agreement, many of whlch were con-
tinuations of the 1936 negotlations; 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" wnhich,prior to the agreement, had been
granted to imports from other British Emplire countries.

"The new agreement also brings advantage to many American
producefs and exporters by blnding against increase the rates of
duty already in effect in 1935 on articles covering $48,000,000
of Canadian lmports from the Unlted States in 1937, Continued free
entry has been assured for articles with a trade value in 1937 of

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

12, 1bid.
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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 that the special
import tax appllicable to imports from the United States and other
non=-British countrles will be removed from all commodities,
dutiable or free, specified in schedule I of the agreement. This
tax 1s 3 percent ad valorem, and for dutiable goods it 1s computed
on the basis of duty-paid value, thus averaging about 33 percent
on the dutiable value,"13

In total them, the concessions made by Canada, comprlsing
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 iIn 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 flgures, it is
possible to reaiize 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 Unilted States.

The concesslons granted by the United States under the
1938 provisions, like those extended by Canada, were fargreach-
ing in scope and in effect. Approximately two-fifths of the
American imports from Canada are dutlable, and yet, the rate

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

~ 13, 1bid.
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,"1l5

Further reductions or new reductions were made on articles,
which in 1937 had amounted in "value to about $73,000,000,"16: 1y
many 1nstances the quotas were increased to permit the importation
of larger quantities from Canada. "On dutliable trade valued at
$47,000,000 the concessions in the new agreement are the same as
in that of 1936."17

The most important revisions of the rate schedules of the
United States in respect to lmproving the tariff positlon, as
compared to that immediately prior to the new agreement, are the
following, "those on live cattle, hogs and pork products, cheese,
eggs, grains other than wheat, graln by-products, maple sugar,
potatoes, various fishery products, acetlc acld, certaln black
pigments, brick, nickel, aluminum, zinc, cadmium, certain cast-
iron products, book paper, the cheaper grades of tissue and
crepe paper, silver fox furs, and Christmas trees."}8  Whisky,
the imports of which from Canada in 1937 amounted to %21,000,000,19
was the most important single commodity whilch recelved 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 asgreement included ferromanganese, live
and dressec¢ poultry, several classes of fish, various grass &and

clover seeds, turnips and pulpboard.<O

~7T18, 1Ibid.
16. 1Ibid.
17. 1Ibid.
18, 1Ibid.
19. 1Ibid.

20. Ibid.
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Seven items which are subject to quota received rate re-
ductlions, that is, these reductlons are extended only to limlted
quantities of these goods. "The value of the imports of these
seven items from Canada in 1937 was $14,000,000."21 It was
deemed necessary to retaln these quota restrictions so as to
"protect" certain American producers, but, it was felt that the
imposition of thlis type of restriction would not exclude Canadian
products from the #£merican market and would give them very sub-
stantial beneflts. Quota restrictions on the quantity of Douglsas
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
of $3,000,000,22

"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 dutlable imports. Together, duty re-
ductions and guarantees of the contlnuance of previous customs
treatments thus affect 1tems which made up 83 percent of all our
imports from Canada in 1937,"25

Of the sum total of commodities on which the United States
elther reduced the tarliff schedule or bound the existling rates
as set forth 1n the 1935 rates, 37 percent of the reductions as

measured by value of lmports from Canada 1ln 1937, were on agri-

21. 1bid.
22, Ibid.

g3. 1Ibid.
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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=

modities of which the other country was not the princlipal 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-fevored-nation treatment in all matters con-
cerning customs duties and subsidiary charges of every kind."25
This provisions implies that each of the countries will extend to
the other, immediately and wlthout compensation, the most favor-
able treatment, including the lowest rates on customs dutles,
which it grants to any other nation, elither in the form of trade
agreements or otherwlse, subject however to speclal trade ad-
vantages between the United States and Cuba, and Canada and the
British Empire. The policy of most-favored-nation treatment 1s
to apply not only as respects to customs dutles, but also on
such matters as restrictions and prohibitions on imports and ex=
ports, the allocation of ilmport quotas, forelign purchaeses by
Government controlled monopolies, and eilther countries awarding
of public works contracts and in purchasling suppllies from abroad,.<6

Each country states that quantitative restrictions or pro-

24, 1Ibid.
25, Trade Agreement Between the United States and Canada.
Dept. of State No. 1255.

26. 1Ibid.
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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."@? 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 1ts 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 1s determined in each
of the importing countries on the day of the signature of this
agreement shall not be altered so as to impalr the value of any
of the concessions provided for in this agreement."<8
The agreement further contains the provision that either
Government shall be permitted to enforce such measures as it
sees fit under the following circumstences, (a) in relation to
the import or export of gold or silver, (b) the import or export
of military supplies, (c) to maintain neutrality or public safety,
or, (d4) if that country ls engaged 1ln war or hostlllities; further-

more, there 1s to be no dlscrimination by elther country against

27. 1bid.
28, Ibid.
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articles the growth, productlon or manufacture o 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 prejudlce 1ts
industries and commerce, that country may propose a modification
in the agreement so as to allevliate the situation, or l1n lleu of a
successful settlement, to terminate thls agreement on thirty days'
written notice.

Bach country has the right to wlthdraw or modify any of the
concessions it has granted, if, as the consequence of this con-
cession, a third country proves to be the beneficlary, 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 glven the other Government as to its proposed actilon,
and the other Government shall have the opportunity within thirty
days of the recelpt of the notice, to confer wlith it in respect

to the proposed change.30

General Analysls of the Concessions Made by Canada.

The effects of the wlde scope of the concessions made to

the United States by Canada will result in beneflts to every

29. 1bid.
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 1listed in schedule I.

(2) Duty reductions resulting from the provision that
all United States goods shall enjoy the lowest rates
now or hereafter pald 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 dutles 1In the case of certain items.,

(4) Removal of the 3 percent special import tax on all
items specifically listed in schedule I, including
ltems 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 Unlted
States as the result of the most-favored-nation pro-
vision,"3l

Approximately one-half of the duty reductions listed in
schedule I, in terms of 1937 imports from the United States, rep=
resent new or lncreased concesslions. There were comparatively few
new bindings of free entry. Most of the negotliations pertaining

to arbltrary valuations had been obtalned under the 1936 agreement,

31. The New Trade Agreement with Cenada, 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 concesslions listed above, are exclusively

results of the new agreement,3¢

Canadian Reductions in Duty Under Schedule 1.

Schedule I of the 1936 agreement embodles those dutlable
i1tems, 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 galned by the removal of the 3 percent import tax
for a great volume of duty-free commodities, "the reductions in
dutles themselves, under schedule I of the 1938 agreement, as
compared with 1935 rates, cover trade valued in 1937 at nearly
$163,000,000, " 54

As a further clarification of theexpansion in the scope
of schedule I, 1t is well to reallze that in the case of many
of the new ltems in schedule I, the rates had been lowered as
a result of most-favored-nation treatment after the 1936 agreement,
others received definlite cuts in thelr rates; and in numerous
other cases the rates remalned unchanged. However, even thils
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. "The

total 1937 value of the imports into Canada from the United

32. 1bid,
33, Ibid.
34, Ibid.
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States of articles listed in schedule I on which the dutles had
been reduced by the most-favored-nation clause of the 1936 agree-
ment, the seame rates now being bound against lncrease, was over
$36,000,000. 38  The most important single item receiving such
treatment 1s automobiles. TUnder the 1935 status the rates had
ranged from 20 to 40 percent; under the most-favored-nation
provision the rates were reduced to & uniform rate of 174 percent,
and under the new agreement this was bound against an increase.

Another factor in the wildening 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.o¢ 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 1in the agree-
ment in 1937 removed the trade preferences in over half of the
jtems and Canada could extend to the Unlted States terms as
advantageous as those she extended to the United Kingdom., Many
of these "bound margins of preference" stlll exlst; however,
in many cases the United Klngdom has relinquished a portion of
the margin, permitting Canada to reduce duties which she formerly
was unable to do.

This narrowing of the "preference margin" as a result of
the reductions 1n the rates of duty as descrlbed in schedule I,
greatly strengthens the position of American producers and ex-
porters in competition with the United Kingdom in the Canadian

market.

35, Ibid.
36. Ibld.
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Not only has the new schedule I wldened the scope of the
1936 agreement, but, in addition, it provides for still further
reductions of certaln 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 $63,500,000,37
The entirely new reductions, on products not incorporated in the
1936 agreement had accounted for a trade ln that year of QBlS,SOO,OOO.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 82,000,000 in 1937,%°

The remalning group of commoditles, those which received
new or further reductions on ilmports from the Unlted States were
numerous and distributed throughout the Canadlan tariff. A few

of the most important may be mentioned in passing..

Further or New Tariff Reductlons on Agricultural Products.40

The basic rate on fresnh fruits which had been reduced from
20 to 18 percent, was further cut to 10 percent. Fresh vege=
tables, previously benefi;ing by a reduction from 30 to 15 per-
cent under the 1936 agreement, likewlse recelved a cut to 10
percent. These two groups were subject to lncreases in the
actual charges during the competitive season by "arbitrary valua-
ations or dumping dutiles;" by the 1936 agreementAthese had be=

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

37. 1bid.
38, 1Ibid.
39. Ibld.

40. Note. All figures mentloned in this sectlion, unless
otherwlse indlcated, are taken from the Canadian Government Publi-
cation showing a Tabular Statement of Tarlff Changes. No., 71153=1.
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fications are made.

The 1936 agreement had provided free entry for oranges
during the 4 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 julices, an important item, were reduced
from 25 percent to 15 percent, dried frults simllarly received
new concessions. The duty on corn, not otherwlse provided for,
formerly cut from 25 to 20 cents per bushel, now is set at 10
cents. Gralns and seeds received new or substantial reductions,
as dld 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 100 pounds. Meat products have benefitted by lower duties,
or have malntained their benefits over the pre-1936 agreement per-
lod. Reductions were made in the rates on sea food items,
especlally canned shrimp, which had received a 40 to 273 percent
cut and now gained a 15 percent rate. Eggs recelved a duéy 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 Reductlions on Non-Agricultural Products.

Books and printed matter 1ln most classes, were given re=-

41. 1Ipbid.
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ductions in excess of those obtalned under the 1936 agreement,
Paper and paper manufactures were llkewise given added conces-
sions. Wood pulp under the new agreement was bound free of duty.

On the large group of chemlicals, not produced in Canada,
the rate was cut from 25 percent to 173 percent; the group of
chemicals made in Canada, previously benefitting from a 25 to a
22% percent reduction, were now given a 20 percent duty rate.
Bilologlcal products retained thelr free status, as of the 1936
agreement. Medlcal preparations, soaps and perfumes, and sure
gical dressings, obtalned 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 324 to a 27% mercent rate,

Paints, inks, and thelr ingredients obtained increased con=
cessions, a very important ltem, palints 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 flttings,
chemlical stoneware,hand forms of porcelaln, baths, bathtubs, manue-
factures of glass, high thermal shock resisting glassware, and
bottles, flasks, phials, jars and balls,

Turning to the field of metalllc products, new or ine
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 sllver, gold or sllver, or items which were to be used in

clock manufacture.
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With respect to the heavy products, iron and steel, agailn
there were numerous concessions granted. Particularly in the
classes of tinplate, bars and rodd, 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 & rate of
10 percent, showlng a 10 percent cut from the previous agreement,
This latter group accounts for a trade of, roughly, $10,000,000
annually.4?

Office equipment, including typewriters and parts, dictating,
transcribing and cylinder shaving machines, bookkeeping, calculating,
and involcing machines, are beneficlaries under the new schedule,
the latter group having a reduction 60 almost one-half of the
1936 rate,

Refrigerators, clothes wringers, and certain other house=
hold applliances 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 reductlons and new concessions were made in the

various ltems 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 tall lights,
electric dynamos and generators, electric motors, and electrical
apparatus and precision instruments.

Transportation equipment was included in the new concesslions,
as may be witnessed in the case of aircraft. Prior to 1936 they
bore a 274 percent charge, then under the 1936 act thls was lowered
to 22% percent, now the rate is 20, 173 and 15 percent. Motor-
cycles, locomotives and motor cars for rallroads, were likewlse
reciplents 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, 1s now 10 percent. Hardwood flooring and
plywood obtained cuts of 23 and 7% percent respectively in their
import schedules. The rate for shingles was lowered from 20 per=-
cent, to make the l1tem one of the many on the free list.

Textile products had benefltted slightly from the most-
favored-nation treatment under the 1936 agreement, but, as a further
stimulation to trade in these items, still further reductions in
schedule I were made., These were most evlident 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 imitatlon Orilental rugs
and carpets, linoleum, floor oilcloth and cork mattings,

Many duty reductlions were made on the different classes of
leather goods, which had not been affected by the 1936 agreement.

These supplementary reductlons were made on belting leather and



sheepskin or lambskin leather (further finished than tanned), sole
leather, genuine plg leathers, boots, shoes, slippers, leather
garments, harness and saddlery, and other manufactures of leather.,

Rubber goods, including tires, hose, clothing, and packings
obtalned attractive considerations.

Sclentiflic, musical, and technical instruments, encompassing
cameras, dental instruments, phonogrsphs, records, brass band
instruments, and numerous other products may be added to the list
of reciplents of conceséions under schedule I,

The final miscellaneous group of imports which will find
their positions lmproved 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
“catch all" 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 223 percent and now
to 20 percent on the general item, with a 10 percent rate on
several commodities excerpted from it. Thls 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 lmportant 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, 1bid.
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Of particular importance are those major articles such as agricul-
tural machlnery, 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-
wlse provided for, paper not otherwlse provided for, miscellaneous
wood manufactures, apparatus designed for cooking,or heating build-
Ings (all types of fuel), and machinists', mechanics', engineers',
precision 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 1s no such restriction on the Canadian
Government, and, In certain instances the rates under schedule I
show rates havling 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 & very large number of American products. The provision
provided that American exports should pay duty rates no higher
then the lowest rates pald by any other country not in the British
Empire.

Bafore the 1936 agreement, Canada had a set of rate

schedules which i¥ extended to nations 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. Iin addition,
through special agreements, certain non=British countries merited
lower rates than those of the intermedliate schedule. The 1936
agreement gave to the United States the benefits of 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 of the most-favored-nation
clause and the United States will continue to recelve any re-
ductions of rate by Canada, exclusive of Britlsh preferential rates.

"As a result of the most-favored-natlon provision of the
1936 agreement, the Unlited States obtalned, 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 few of them have been ralsed. 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 of a very definite discrimination against American
products in favor of other non-British countries, but of greater
importance was the fact that the poslition of American producers
was improved in competition with Canadlan manufacturers of like
products., Thus e definite step ln the directlion of anti-protec-
tionism was taken by the Canadlan Government,

The contlnuation of most-favored-natlion treatment under

the 1938 agreement could not, of course, result in reductions



- 8] =
equal to those under the 1936 agreement., The new schedule 1
included many items which had received benefits from most-favored -
natlion treatment under the 1936 agreement. There remaln however,
hundreds of items 1in the Ganadian duty schedule with respect to
which the United States benefits directly by the most-favored-
nation clause,-items on whlch the rates now being palid are lower
than before 1936 solely by virtue of this provision. "The im=-
ports of this group from the Unlted States in 1937 amounted to
$79,000,000, in addition to the imports at reducecd rates specifiled
in schedule I."4%

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, zenerally speaking, of minor importance
in the immense volume of trade between the two countries. Certain
individual commodities,however, are of major magnltude 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 1list 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 Canadian free list,

were bound against increase by that treaty, and were again insured

45, 1bid,
46. 1Ibid.
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under the new agreement against advanced duties. All of these
duty free items jncluded 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 $69,000,000. 48 Not included in this
figure are certain items which had become free as the result of
the 1936 agreement, and are now bound free ln the new agreement.

The free entry bindings into Canada qulte 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 lmportant in
Canada's imports.

Dutiable Items., -- With reference to 21 tariff items, of
which only 2 had been covered 1n the 1936 agreement, the Canadian

duty rates existing in 1935, in most cases moderate, are bound

47, 1bid.
48, Ibid.
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against an increase under the new agreement., Imports of these
commoditles into Canada from the United States in 1937 totaled
about $48,000,000,%°

Of maximum importance among these bindings of rates of
duty as they had existed in 1935, were those pertaining to coal
and coke, the imports of which from the Unlted States into
Canada in 1937 were valued at over $30,000,000.°°0 oOther 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 wilth
it the exemption of the product from the 3 percent exclse tax,
which, on i1tems of 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.°1l

Three Percent Speclal Exclse Tax Removed From Imports,

The 1938 agreement provides that the three percent special
excise tax wlll be removed on all imports into Canada under
schedule 1, whether dutiable or free., Schedule I covers 57
percent of the total 1937 imports of Canada from the United
States; thus, a provision of thils kind represents a drastic re-
duction in the tariffs previously collected.5?

This speclal exclise tax had been designed primarily for

49, 1Ibild.
50. Ibid.
51. 1Ibld.

52, 1Ibid.
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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 13 per-
cent, and in March 1935, it was removed entlrely. Such action
Increased the preference margin which the Britlish countrles en-
joyed over Unlted 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, 1f the rate of duty 1s 20 percent, the 3 percent tax
amounts to 3.6 on the dutlable value, making a total charge of
23.6 percent."®® The combination of & reduction in duty plus
the- exemption from the speclal exclse tax has substantial benefilts.
"For example, if a 20 percent ad valorem duty 1is reduced to 15
percent, the actual effect is to lessen the charges not by one-

fourth but by well over one-third (from 23.6 percent to 15 per-

cent.)."®% oy goods which were on the free 1list, the exemption

from this speclal tax, which had formerly represented a real
trade barrier, should prove to be & stimulant to trade In those

items.

Interpretation of Arbltrary Valuatiohs,

Prior to the 1936 agreement, a large proportion of the
Canadlian imports from the Unlted 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 dlfference between the
arbitrary value and the lnvolce value was added to the import

charges, and termed, "dumping duty."55

330 Ibid.
64, Ibid.
656. 1Ibid.
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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 exlstent conditions. The arbltrary 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 arbltrary 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 slternative that Canada
may, after consultation with the United States, substitute a

system of specific duties for the present arrangement.°®

Additional Retentions from the 1936 Agreement.

It has in the past been customary for the United States
to permit its resldents 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, Canadlian legislators introduced a
practice essentlally similar to that in effect in the United
States, with the result that Amerlcan merchants have gained an
Increased amount of trade which in 1937 exceeded $6,OOO,000.57

Another lnteresting result of the most-favored-nation

status resulting from the 1936 agreement was that American come

56. New Trade Agreement between Canada and the United
States., Dept. of State. No. 1255,

S7. The New Trade Agreement with Canada, Dept. of State.
No. 12563,
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merclal travelers were permitted to take samples into Canada under
bond or deposit, assuring theilr 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 1f 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 agrlculture and industry from Canada, may be divided
Into four classes, the latter two meaning no change in the
American tariff scheduls;
"(1) Reductions in duties limited by quota provisions.
(2) Reductions in duties not limited by quota provisions.
(3) Bindings of certain existing dutles against increase.

(4) Bindings of exlsting 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 ime

68, 1bid,
59. 1Ibid.
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ports in excess of this limlt 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 14 cents per pound; in addition, the
quota was ralsed 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 limltations,
on three articles not previously covered in the 1936 agreement.
Table potatoe rates were cut to the maximum permlitted 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 Unlted States, in which case the quota is ine
creased by the amount of the shortage. A 50 percent per gallon

reduction was made in the case of mllk, with the quota limit set

60. Ibid.
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at 3,000,000 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 appllies 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,5l

In certaln 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 lmportant beneflts which American lumber producers had ob-
talned in certain markets of the United Kingdom and British
colonies were, of course, additional stimuli for the increased
concesslons 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 {y14,000,000 or 9 percent of the
total dutiable imports from Canada, 52

The 1936 agreement had bound the continuecd 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 liuitation, subject to lmport charges,

Nepheline syenite, a substitute for feldspar, receives similar

treatment.

61. Ibid.
62, 1Ibid.
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A total of nline tarlff quotas are fixed in the new agree-
ment, inclu@ing free and dutiable items. The limitation on six
of these items 1s at a figure representing a small fraction of
Unlted States imports. The quotas for shingles, filleted fish,
and nepheline syenite are a good deal higher, but stlill are not
high enough to effect domestlic producers, even if the tariff
quota 1s filled. All nine of the import restrictions
have been sufficiently reduced so as to grant Canadian pro-
ducers added advantages in the American market.

In addition to the more specific regulaticns of the new
agreement, there is the general clause, Article X, Section 2 (a)
and (b) which would permit further restrictions on the volume of
imports, should elther country be desirous of undertaking to
regulate production, supply, quallty or price of a domestic article,
or of adopting measures operating to lncrease the labor costs of

a domestic article.

Reductions in Duty without Quota Provision.

On articles not subject to quota restriction, the new sgree-
ment, in keeping with its general policy, exhibits a further widen-
ing of 1its scope in duty reductions. As wes wltnessed in the
paragraphs preceedling the present ones, the majority of Unlted
States imports from Canada, whether subject to quota restriction
or not, will receive lower rates than those 1n 1935,

The duty reductions In that group of itmes which are not
subject to quota limltations, may be segregated into four distinct
groups which are shown below wlth thelr value of Imports to the

United States from Canada in 1937:
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"Rates already reduced by the 1936 agreement repeated
wlthout change in the new agreement (imports, $47,000,000).
This group includes two 1tems, dairy cows and certa n
lumber (value of imports, $3,000,000), the concessions
on which have been liberallzed by drépping the former
quota limitations.

"Rates 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, 4;44,000,000)."63

The latter three groups represent concessionsin excess of
those of the 1936 agreement. From thelr total we wltness a figure
of $59,000,000 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 receiving rate reductions, we arrive at & 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

1936,

A study of the tariff changes resulting from the new agree=-

ment as compared with those of 1935, results in the observation

630 Ibid‘
64, 1Ibid.
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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 1s comparatively small, A large number of
ltems, including agricultural, sea and mine products which are of
ma jor importance, received concessions of from 16 2/3 to 25 per-

cent of thelr 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 by 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, 1s now 3 cents per pound. Maple syrup 1s now
subject to a 2 cent rate as compared with the former 4 cent
charge. Swilne receive a 50 percent concesslon in thelr tariff
treatment. Cattle 1n the different weight classes beneflt by
continued low rates or, in the n.s.p. class, they merlt a tariff
cut. Bacons, hams, animal livers, kidneys, tongues, etc., re=-
ceive, in addition, beneficlal treatment under the new agreement.

Whole milk obtained a 50 percent reduction, as did dried butter-

65. Note. All rigures mentioned In this section, unless
otherwise indicated, are taken from the same source as indicated
in footnotes 40 and 41.
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milke Fresh or sour cream and Cheddar cheese in like fashion
recelved 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 beneflts by the 1938 agreement. Further
cuts may be seen in the rates on barley, buckwheat, oats, oat=-
meal, rye, ryemalt, wheat, brén, hulls of grain, mlxed feeds,
cereals, berries, cider, cut flowers, some classes of grass
seeds, beets, certaln 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.

Flshery Products.

On 1ltems pertalning 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 evlscerated or both, but not further advanced) included
rate cuts of 33 1/3 percent on salmon, 50 percent on fresh mackersl,
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 slzeable rate re-
duction is granted 1in addition to provisions under which the quota
limits may be increased. Fish, plckled or salted, received tariff
charge cuts on every item wilth the exception of mackerel, which
retained lts former staetus. The remaining group of fishery

products, fish, smoked or kippered, obtained the most noticesable



concessions on salmon; 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,)
nickel and its alloys (from 3 to 2% cents per pound), cadmium
(from 15 to 75 cents per pound), aluminum (from 4 to 3 cents per
pound), and zinc ores (from 14 to 1 1/5 cents per pound of zinc
content). Other appreciable beneflts 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 ltems 1ln 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 calclum acetate, shark oil and shark liver
oil, tax, black pigments (all types) and salt (various types of
packing). Similar concessions were made on 1ltems such as fire

brick 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.

Uncoatec book or printing paper receilved a reduction from
1/4 cent per pound plus 10 percent to 1/5 cent per pound plus 5
percent. Tilssue 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 75 percent, respectively. Crepe paper, valued
at not more than 12% cents per pound also benefitted by a 50 per-
cent rate reductlon. Hanging paper, not printed, had its rate
lowered from 10 percent to 73 percent. Tourlist literature of
all types, including drawings, engravings, etchlings, timetables,
historical or geographical information, etc., had their rates
marked down from 25 to 124 percent or from 15 to 75 percent.,

Miscellaneous Productse.

The most important individual concession among the miscel-
laneous items 1s that on silver or black fox furs, n.s.p., in
which the rate was lowered from 50 to 374 percent ad valorem,
Other important reductions include, patent leather (from 10 per-
cent to 74 percent), leather skating boots and shoes (from 30
to 15 percent), leather gloves (from 25 to 15 percent), specilal
rubber hose or tubing (from 25 to 12§ 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 ltems 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 1tself was a 50 per-
cent reductlion from the charge which existed prior to that arrange-
ment., Among the other 1tems 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 oll, crude limestone), 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 1iron pipe), wooden products -- (Douglas fir and Western hem-
lock, Northern plne, Norway plne, Western whlite spruce, certain
species of hard and soft woods n.s.p., and nmaple 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, certaln 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 or

saddlery leather, bovine).

66. The New Trade Agreement wlth Canada, Department of
State, No., 1253.
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Binding Against Increase of Duties As They Existed Prior to the
1936 Agreement.

Schedule 1II of the 1938 agreement binds against increases
certaln duties as they existed prior to the 1936 schedules. In-
cluded in this 1list are the items of spiegeleisen containing more
than 1 percent carbon, skimmed milk, barley malt, pickled or
salted mackerel, (and cod, haddock, hake, pollock, or cusk) with
fins removed. The rates on spiegelelsen and pickled and salted
mackerel wasalready quite low. Canada 1s not the principal source
of malt imports by the United States, the blnding having been
related to a reduction of the Canadian rate on malt to the same
level. 67

Binding of Free Entry into the Unlted 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 1s 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 suppller, 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 concesslons on certaln other less important commodities.

Among the most ilmportant of these items may be mentloned,
firstly, those articles bound on the free list in the agreement
effective January 1, 1936, which are continued bound in the new

agreement. This 1list includes, sulphuric acid, agricultural

67. 1bld.



- 77 =

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, tles, plckets, 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 Swedlsh agreement, effectlive August 5,
1935), certain minerals and gases, radlum and radium salts,
selenlum and selenlium 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.®8 That the continuation of this
most liberal policy 1s of considerable value to Canada has been
evlidenced by the reciprocally generous treatment given to the

United States in Scheule I of the agreement,

Effects of the Concessions on the Trade with Other Countries.

Canada was the princlpal source of products on which the
United States reduced tariff 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

88, 1bid.
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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 1t should likewlse be the
outstanding recipient of trade benefits. The exception to this
statement was in the case of whiskey, in which 1t was felt that
the United Kingdom would share the American market with Canada,
A trade agreement has now been concluded wita the United Kingdom,
which provides a direct concession 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
countrles in that year amounted to $23,000,000. For whiskey the
corresponding values of trade were $21,000,000 and $54,OOO,OOO.7O
The effects of the liberal attitude taken by Canada in
constructing her tariff schedule with respect to the Unlited States,
wlll be reflected In all lines of endeavor iIn that country, whether
agricultural or industrial, and the whole economic system of the

United States wlll bebenefitted.

69. 1bid.
70. Ibid.
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CHAPTER IV

ANALYSIS OF THE PRINCIPAL CONCESSIONGS
RECEIVED BY THE UNITED STATESL

Trade benefits were extended under the new agreement to many of
the most important farm products of the United Staztes, including
cotton; fruits and vegetables, meats, and grains and srain products.
Numerous industrial articles, which are important American manufact-
ures, received the advantages of increased markets as a result of
this arrangement. In acdition, almost all types of machinery, chem-
icals, textiles, paper and printed matter, mineral products, and
metal products, either maintained their former status or were fur-
ther aided in the Canadian market by new duty reductions.

An attempt will be made in this section to analyze more specif-
ically the concessions gained 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-
cording 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 is based upon mater-

i1al as stated in that section of the text.

Agricultural Products

The new agreement zrants concessions, including bindings and
reductions of former rates, by Canada,on agsricultural products from

the United States wiiich were imported from that country in 1937

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 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 $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 thelr 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 effect in 1935, and in
other cases a lowering of the rates in effect in 1938.

The agricultural concessions covered in Schedule I had an im-
port value in 1937 of x43,000,000. About 4Zpercent of that figsure
represents concessions more favorable than those in effect in 1935.
56 percent of the dutlable 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 {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 {4,000,000. The
removel of the 3 percent speclal exclse tax is an added concession
on both of these types of Ilmports.

The Canadlan agricultural imports from the United States in
1935 had an approximate value of {;32,000,000. When the 1937 figures
for the same 1tems 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 largest single agricultural item produced
by the United States, which 1s imported by Canada, and 1t 1is the

largest item in the 1list of agricultural concessions given by
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Canada, Canada iiports nearly all of her cotton from the TUnited
States and Canada ranks high as a market for American cotton. The
free 1list binding and the removal of the special 3 percent tax,
represents a major concessZon on thls commodlty.

W1th reference to dutiable products, vegetables and fresh
frulits as a group comprise the chief recipients of concesslons
under Schedule 1 of the new 2sreement., The tarlff schedule has
been favorably modified on these articles, and on meats and poultry,
eggs, grains and grain products, seeds, flowers, nut trees, canned
or prepared vezetables, dried frults, canned fruits, nuts and honey.

A large number of American agricultural products benefit fav-
orably by the continuation of the most-favored-natlon rates se-
cured under the 1936 agreement. As&a res:lt of this type of treat-
ment, rates lower than those prevailing in 1935 were assured on
products having an import value in 1937 of arproximately 4,000,000,
Among the most important of these commocities, with their 1937
import values, are wheat (:,1,293,000), hay (:;267,000), wheat flour
($215,000) ;3 corn flour and hominy (3219,000), shelled almonds and
walnuts (§$182,000); dried peas ($142,000).

Fresh Fruits and Vegetables.

Canadian imports of fresh frults and Wegetables from the
United States had a value, in 1937, of ©17,000,000. MNew 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 total
value of all agricultural items on which duty reductlons were made
under the new agreement. The Canadian concesslons with reference

to fresh fruits and vegetables may be divided into four’primarya
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groups - (1) duty rate reductions; (<) reductions in the amounts
of the advanced valuations for calculating regular and speclal
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 cduring which advanced
valuations may be applied; and (4) the removal of the 3 percent
special excise tax.

‘Reductions of In-Season Import Charges. - Reductions ot the
in-season import charges represents the major concession on tals
group of commoditlies. 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
arreement, indicate large and varied reductions bhelow 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
18 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 1s of substantial benefit
to american growers and shippers. Newpotal charges on various

other fruits, followed by their 1935 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 wsre valued in 1937 at
$920,000 and £544,000, respectively, both have a total seasonal
charge under the new a:sreement of 1.1 cents per pound as against
1.9 in 1935. Cabbage ($3£4£,000) and carrots ($375,000) had their
charz;es lowered from 3 and .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 (l.4); mushrooms, 4.7 cents (15.2); asparagus,
5 cents (9.4); sreen 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 1O percent was
adopted for nearly all fresh frults and vegetables now subject to
ad valorem duty treatment. Most of thes:z items bore a 15 percent
charge in 1936. Before this date, the fruilt items which now havs
a 10 percent rate were charged 20 percent, while vegétables 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 1s the actual charge on imports in the non-competitive

seasons.
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aApricots, peaches, pears, and plums 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 thoucht 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 frults not subject to advanced valuation,
grapes are the item which received the major concession. Tane 1937
import value on this commodity was almost {1,000,000. As provided
by the new agreement, for the period from July to January, the 1936
rate of l.5 cents per pound is reduced to 1 cent per pound. The
rate prior to 1936 had been 2 cents. It is estimated that 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 walue of which was about ..148,000, the new
agreement rate is 2 cents, the 1936 rate having been .5 cents and
the 1935 rate, 3 cents.

O0f the 1937 Canadian imports of fresh fruits, which had a tot-
al value of approximately 13,000,000, $9,000,000 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 cublic foot, the year around rate on grapefruit (y41,300,000)
at 0.5 cents per pound; and in addition binds lemons (;1,000,000) on
the free list. The period 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.
Tite 1936 acreement permitted free entry of oranges from January

to April, prior to this agreement there was no free period. Again
the removal of the & vercent specigl excise tax looms as a signi-
ficant concession on these freelist 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 mini:mum. Onions (other
than onion sets or shallots) are the other important exccotion
to the new 10 percent duty charge for fresh ve:;etables; this com-
modity still maintains the 30 percent rate which it had prior to
the 1956 agreement. Bindinss on the free list by the new asrse-
ment, include such items as whitloof or endive, eggplant, arti-
chokes, horseradish, and okra,

Seasonal Advanced Valuatlons. - 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 1s the method employed by the ¢ana-
dian government to provide seasonal protection for Canadian pro-
dueers of 10 fruit, and 16 vegdtable products, especlally @daring
the summer season. Seasonal advanced valuation is the basie con-
sideration in the seasonal total charge to which we have refsrred

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-
gquent to this agreement accounted for the additional reductions.

The advanced valuations on apricots and cherries were reduced
from 1.6 and 4 cents per pound as under the 1936 asreement, 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 agreement. Similar treat-
ment was given to brussels.sprouts and tomatoes. Five items in-
cluding watercress, whitloof 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 aureement. Some of the new advanced valuations

on other vegetable 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, le.5 cents (2); cabbage, 0.8 cents (1l); carrots, 0.8 cents
(1.5); beets, 1 cent (1); cauliflower, 1.5 (2); celery, 0.8 cents

(0.8); cucumbers, 2 cents (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
items 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 perilod
of time in advance or subject to certain limitations was an entirely
novel feature embodied in the new agreement. These perlods 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 which the restrictions
will apply, with reference to the seasonal produce developments.
With respect to two fruilt items (applés and apricots) and three vege-
tables (onions, mushrooms, and rhubarb), Canada also reserves the
right of unlimited application during the entire year. All other
items are benefitted by extensions in the time during which the only
import charge on fruits and vegetables of this class is the new 10
percent duty.

On fruit items, the 1list of valuation periods, in number of
weeks, 1s 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);
plums, 10 (11); prunes, fresh, 8 (9); strawberries, raspberries,
and logenberries, 6 (8); cantaloupes, 8 (9).

For vegetable products, on three items (cabbage, carrots, and

beets) a maximum advanced-valuation period of <6 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,
cabbagze, 35 weeks; and 33 weeks for both carrots and beets. Be-
cause oI the brevity of the period which is now in effect, Canada
reserves the ri-nt to divide the application period for any of thgse
three items into two parts, the sum of these parts not to be in éx-
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 perlods, 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 (<2); 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 1lizht of the practical difficulties of this
system, it 1s believed to be the most workable and plausible method
of providing segsonal protection for certain produects. Provisions
have been made to protect American interests. should Canads 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 import 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 precisely 75 cents per 100
pounds. Formerly, when rates were lowsr, Canadian imports of
potatoes from the United States were valued at up to $1,000,000
annually. The 1937 fi_ure was $20Z,000. Sweet potatoes continue
to be on the list of free entry, the 1937 import value for this
item being $ls4,000.

Dried and Canned Fruits and Vegetables.

Important concessions were :sranted in the group of dried and
canned fruits 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 Canada, was 7,000,000, It 1s hoped that action such as
is exemplified in the 1938 agreement will result in a trade re-
covery which will someday again approachh that figure.

Concessions granted on dried fruits and vegetables affect
imports to Canada, which were valued in 1937 at $1,300,000.
$1,200,000 of this figure is represented by the bindinzs 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 a;reements 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 reductions will influence commodities, the
import value of which in 1937 was {123,000. The present rate on

several of these products, with the 1935 rate in parentheses, are;



Peaches, 3% cents per pound (Z); apricots and pears, 3 cents (5);
pineapples, 2 cents (£); 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 lmports from the United States in
this tracde being valued, in 1937, at $80,000. A new rate of 1
cents per pound replaces the 5 cent canar_.e of 1lYuvd, on canned
baked beans, corn and peas. Similarly, a new rate of <0 percent
for canned vegetahles n. o. p. takes the place of the 27% percent
charge of the 1936 a_reement.

Livestock and Livestock Products.

Import cnarges lower than those in effect in 1935 were made
on products of this group, which 1n 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 1s
now 1 cent per pound, whereas, the 1935 rate was & cents. The
charge on fresh pork has been lowered from S cents per pound to <z
cents, and it is now 1% cents. Bacon, hams, shoulders, and other
pork, which were all subject to a 5 cent per pound duty in 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

Canadian duties were comparatively low, imports of cured pork



products by canada were valued at over z,500,000 and of fresh pork
at approximately ¢159,000.

Poultry and E;gs. - 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 2O percent and the 1936 figure of 173 percent.
Begs in the shell received a 50 percent cut in their duty charge,
with the new rate reing 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 definlite effect 1n 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 $2,200,000. Almost
all of the products in this 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 granted to oats, barley
and indian corn, especlially the latter two.

Tndian 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 bringling
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 1s a fairly
steady amount.

The reductions on oats and barley were less drastic, but the



- 92 -

effect should be similarly stimulating 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
ffom <o cents oer bushel to ©2%= 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 ;835,000 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
175 percent to 15 percent; dried lima beans from lz cents to 1 cent
per pound; and milk foods, n.o.p. and prepared cereal foods from 7=
percent to 25 percent. Oatmeal and rolled oats retained their 50
cent per one hundred pounds charge, and soya beans remained on the
free 1list.

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 gquantities of less than one pound per packaye.
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The rates as set forth by the new agreement, followed by the
1935 rates in parentheses, are as follows; parsley and parsnip, <
cents per pound (5); beet, not includin:. sugcar beet, 3 cents per
pound (5); mangel and turnip, < cents ver pound (5); radish, leek,
lettuce, carrot, borecole, or kale, 3 cents per round (10); cabbage
and cucumber, 5 cents per pound (10); tomato and pepper, 10 cents

per pound («5); cauliflower, 1Z cents per pound (25); onions, 20

cents per pound (25); timothy, 1 cent per pound (2); root, garden
and other seeds, n.o.p., 5 cents per pound (10); and field, root,
~arden 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 jranted on certain items which
are not included in any of the aforementioned groups. The new rate
on cut flowers 1s 25 percent as compared with the 1955 rate ol 40
percent. Salt, in bulk, n.o.p. now has a rate of 4 cents per one
hundred pounds, whereas the 1935 char.;e was 5 cents. (Canada lower-
ed the import charges on fruit and ve;etable juices, sauces and
syrups, and homey (a reciprocal concession), existing rate bindings
were made on nut trees (free),avocados or alligator pears (fres;

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
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part, nonagricultural rather than agricultural, therefore it is
not surprising that the concessions pertaining to this former

group should occupy such a large portion of the new schedule I.

The total Canadian imports from the United states in 1937 had a
value of $491,000,000; of this fizure, 237,000,000 represented
imports in nonagricultural commodities. 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
agreewent. Of this figure, the products on which duty reductions

have been made as compared with the 1935 canadian import duty

charges, account for 3144,000,000; the items on which rates are

bound in the new agreement at the rates effective in 1935 account
for $45,000,000 and these commodities which wers 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
Canadg from the United States, of nonagricultural products which

are not embodied In Schedule I of tne new agreement, but wiich re-

celved Canadian import duty reductions as a result of most-favored
nation treatment as provided for 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;
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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 3Ichedule 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 duties provided in
Schedule I as compared with the rates of 1555 (incluain. those rates
which were l.wered in the 1936 a . reeinent and wuich are now retained);
secondly, Schedule I bindin s of 1935 rates; thirdly, Schedule I
bindings of items duty-free in 1935; and, forrthly, reductions in
the rate schedulzs below 1935 rates, which resulted from most-
favored-nation treatment.

For most of the cormodities to be discussed in this portion
of the treaty, the United States is the principal vrovider of
ranadian 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-
ing paragraphs, unless otherwise indicated, the import flgures
shown represent the value of Canadian imports from the United
States in that particular commodity in 1937.

Paper Products, Pulp, and Printed Mattcr.

Schedule I of the new agreement grants concessions on products
of paper, pulp and printed matter, which in 1937, had an import

value of :14,500,000.
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Duty Reductions by Schedule I.-Magazines and periodical pub-
lications which had obtained & major concession in the 1936 agree-
ment, were again extended the same advanta.es as they naa previously
enjoyed. Prior to 1936 the rates on this type of printed matter
ﬁere 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 applicahle.
The new agreement _oes still further and removes the 3 percent ex-
cise tax in aacition to retainin: the item on the duty-free list.
In the period from 193% 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 1955 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 274 percent. The new Schedule I, although it does not cover
this classification as a whole, places advertisin, and printing
matter, when the individual package 1is valued at not more than
$1.00 each, om 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 1lts con-
sequent stimulation to tourist travel in Canada. Tourist litera-
ture issued by governments or authorized associations, bound on
the free 1list 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. Oe. Ps, Which had a rate of 35 percent in 1935, received a par-

tial reduction in the 1936 agreement, but this was still further

reduced, and the new charge is 273 percent on these items. The

1937 import value of *nris group was ;530,000. Photographs,

paintings, drawin-s, engravings, blueprints, maps, etc., having

an import value in 1937 of ..4E5,000, had their 1¢35 rate of 22%

percent altered slichtly in 1936 and now enjoy a still lower rate

of 20 percent., Pictorial post-cards, greeting cards and similar

cards (imcorts = :.462,000) now have a 3C percent charze, as com-

pared with the 1935 rate of 35 percent plus 5 cents per pound.

Photographic films and papers have a new rate of 20 per-

cent, the 1936 rate having been 25 percent, and the rate prior

to that being 30 percent. “he effect of this duty reduction can

be best illustrated wher we compare the 1935 import figures of
561,000 with the 1937 figures of ;322,000.

The rate on paper board which had its import charge re-

duced from 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 to 32% percent, the present duty

is still lower, at 30 percent. On wrapping paper, the reduc-
tions were from 35 percent to 30 perceint, and now the rate is
25 percent.

Paper of all kinds, n.o.p., which in 1935 had a rate of

percent, had this rate charge reduced in 1936 to 225 percent.

25

Under

tre
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1938 agreement, the sare 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 classiflocation
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, {705,000), have a rate of w74 percent,
whereas in 1935 the charge had been 55 percent. Papeterics, en-
velopes, paper manufactures, n.o.»n., likewise now enjoy an import
duty of 27% percent aé compared with the 35 percent rate in 1935.
Import increases were from 897,000 in 1925 to 1,155,000 in 1937.
Fiberboard or paperboard containers, ~ormerly had an import charge
of 13 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 minirmum of 30 percent. The 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 100 percent, this further downward revision of
the schedule should enhance these figures to an even grsater extent.
Canadian imports of wood pulp ($713,000 in 1937), were
dutiable in 1935 at 25 percent. As a result of most-ravored-nation
provisions in the 1936 agreement, this charge was reduced to 223
percent. Under the terms of the new azreement, the item of wood
pulp 1s placed on the free-entry list, which is the treatment given
to the same item, when imported by the United States from Canada,

under 8chedule II of the 1938 agreement.
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Certain other miscellaneous paper products may he listed,on
which duty reductions were made in the new agreement, and these in-
clude: books and majazines in languages 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 1935.-The riost important item
which fells into this category 1s, of course, newspapers on which
the free stetus had been bound by the 1936 agreement and which has
now been rebound. Other paper products which have had similar duty
treatment, include: milliners! and mantle-makers' fashion plates;
and tourist literature issuea by national or state governments or
departments thereof.

Duty reductions under liost-Favored-Nation Policy.-The most-
favored-nation provision of the 1936 ajreement resulted in a larce
number of important concessions on certain commocities in the paper
products group, many of which are not indicated in the new Schedule
I. Among the :wore notable of these items are sheet mmsic 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 speclfic type of advertising matter
(of a class other than that which recelves free entry under the
new agreement) which was reduced from 15 cents per pound, but not
less than 35 percent, to 125 cents per pound, but not less than 273
percent; total imports in 1937 (part of which will now enter (Canada

duty-free under the new agreement) were valued at approxinately

$1,449,000.
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Chemlcals, Drugs, 0Oils and Paints.

Items of the Canadian tariff schedule which may be in-
cluded under this heading, and which had a trade value 1in 1937
of $16,000,000, received duty reductions, or bindings of 1935
tariff treatment of elther duty rates or free-entry, under
the terms of the 1938 agreement. Notincluded 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 sectlion of the schedule,

Duty Recductions 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). EKowever, if they are
of a type which is prodvced in Canada, they are part of the
general "basket" item 711 of the new schedule. Both of these
rate groﬁps weré benefltted 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 174 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
besides chemicals), 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 223 percent.,

There are two exceptions to this aforementloned statement
with regard to item 208 (t). The rate for bicarbonate of soda
has been reduced to 12% percent; secondly, in the case of methyl
ethyl ketone, isopropyl acetate, and butyl alcohol, the former

25 percent rate 1s 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 2,800,000
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
reduction is only to 20 percent,

On item 210, certain specified soda compounds, the 1935
rate of 20 percent, became 15 percent plus the 3 percent excise
tax in 1936. The new agreement granted a lower rate of 123 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 75
percent, (estimated value of imports not shown separately -
$225,000). The rates on nelther of these items had been changed
by the 1936 agreement. All medicinal, chemical and pharmaceu-
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 - $905,000). The similar item, when sold in
liquid form (containing not more than 24 percent of alcohol)
had a 40 percent duty charge in 1935, thlis was lowered to 32
percent in 1936, and the new schedule I rate is 273 percent
(imports - $208,000).

The import charge on nonalcoholic perfumery and tollet
preparations, which received no alteration by the 1936 agree-~
ment, had its 1935 rate of 40 percent lowered to 30 percent
(imports - $209,000)., As a result of most-favored-nation treat-
ment under the 1936 agreement, refined petroleum jellies and
medicinal oils had their dut: revised from 25 percent to 223
percent in 1936. The new rate is now 20 percent (imports =-
$177,000).

Cellulose nitrate or pyroxylin pnlastics manufactures,
were formerlv dutiable at 40 prercent, then, in 1936, this rate
was lowered to 32% percent and the present charge is 273 per-
cent (imports - $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 - {559,000), of 223 percent was modified
to 20 percent in 1936 and thlis figure has been bound in the new
agreement, On liquid fillers, ground and liguld paints (imports -
$259,000) the import charges came down from 30 to 273, and are
now 25 percent under schedule I. The duty on paints and colors,

ground in spirits, has been lowered from $1.25 to 85 cents per



- 103 =
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 27z percent, now retain under the new agreement the
222 vercent rate which they obtained as a consequence of the most=
favored-nation provision of the 1936 arrangement. Printing ink
(imports - $151,000) likewlse continued its 1936 import duty of
175 percent which represents a marxed downward revision from
the former 25 percent charge.

Some other miscellaneous items in the chemical field on
which there have been duty reductions in the 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 solutlons for thera-
peutlc treatments; and ceftain 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-
taté, 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 (imports - $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 concesslion even more valuable, Included in this
list are biological products, animal and ﬁegetable (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 other uses ($660,000); certain chemicals for use in manu-
facturing synthetic resins; synthetic resins in a semi-manufac=-
tured state ($391,000); seml-manufactured 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 liost-Favored-Natlon Policy. - In
addition to the concessions on chemicals, drugs, olls, 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
legislation), as the reault of the most-favored-nation provision
of the 1936 agreement. The major items receliving such treat-
ment include calcium molybdate for the manufacture of steel,
from 5 percént to free (imports - $70,000); vegetable and mineral
wax, from 10 to 74 percent ($289,000); licorice paste, from 175
to 12% percent ($120,000); regenerated cellulose and cellulose
acetate, from 35 to 30 percent ($167,000); specifled 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 235 cents to 1 cent
per gallon $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 174 percent ad valorem ($1,702,000);
petroleum and other greases for lubricating, from 20 to 173 per-
cent (¥332,000); and péraffin wax, from 25 to 224 percent ($95,000).

Nonmetallic Iliinerals.

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 1In 1937 to the value of
approximately $7,000,000., Still other important beneflts re-
sulted from the most=favored-natlon provision of the 1936 agreement,

Duty Recuctions by Schedule I. -- Speclifled types of
firebrick 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., excluslve of those types which enter duty=-
free (imports in 1937 - $421,000), obtained a reduction in duty

from 15 to 12% percent under schedule I of the 1936 agreement,
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this import charge is now continued. The rate for miscellaneous
firebrick, formerly 223 percent, became 20 percent 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 §l1 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 cortinued (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 273 percent and 20 percent respectively.

The rate on rough flagstone, sandstone, bullding stone,
and rough marble and granite (imports in 1937 - $71,000) was
reduced from 20 to 123 percent, and that 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-
tuyes 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 former in large quantitles. Plate glass, not beveled, in
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sheets not exceeding seven square feet each, keep the 20 percent
rate which they obtained in 1936 as a result of the most-favored=-
nation provisions. The cnarge 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-
favored-nation treatment by the 1936 agreement altered this to 30
percent on bottles and related products, and elther 27 percent o¥
30 percent on the other types of glassware., The present charges
on these groups, respectively, are 273 percent and 25 percent., The
combined imports increased in value from 1,115,000 in 1935 to
$1,638,000 in 1937,

Miscellaneous manufactures of glass, the rate of which was
lowered in 1936 from 224 percent to 18 percent, now has a still
lower rate bound at 173 percent (imports - $599,000). High thermal
shock resisting glassware, simllarly, 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 1in 19857 bécame dutiable ét either 10 percent or 9 percent in
the 1936 agreement; these items are now included on the free-entry
list (imports - $115,000).

Pther duty reductions on allied products under the new
schedule I, include such items as drain pipes, sewer pipes, and
earthenware fittings therefor; hand forms of porcelain to be used in
glove manufacture; magnesium carbonate to be used in rubber products
manufacture; end feldspar, ground, but not further manufactured.

Bindings of Items Free 1In 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 sgree-
ment rebinds t:'is action (imports - .1,424,000). Carbons and
carbon electrodes for use in the manufacture of dry cells (im-
ports - :440,000), were on the duty~-free list in 1936 anhd this
treaticent has beern repeated and bound in 1938,

Duty Reductions under liost-1avorec-lNation Policy. - Certain
rate reductions which resulted from the most-favored-nation pro-
vision of the 1936 agreement are not included in schedule I of
the new agreementj however, these rates wlll not be increased
unless it is deemed necessary b, theCanadien government. Of
major importance among these items are; magnesite and magnesium
carbonate, reduced from 30 to 273 percent, (imports - $48,000);
grindstones, 36 inches and over, from 15 to 123 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 (3530,000); plate
glass, 7 to 25 square feet, from 25 to 20 percent ({40,000);
silvered glass, from 35 to 30 percent (§81,000); giass shapes
for the manufacture of electric light fixtures, from 32+ to 15
percent, a rate made by Canadian legislation éfter January 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 forglngs.
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Schedule I of the 1936 agreement included only four of these
i1tems, the import of which in 1937 had a value of $2,919,000,
The new schedule I :rsnts concessions on some 40 odd items, the
imports of which in 1937 amounted to approximately :23,000,000.
Although Canada itself manufactures a large number of the items
included on this 1list, the duty reductions will give the Ameri-
can manufacturer a stlll more improved position in competition
with Canadian manufacturers,

Duty Reductilons by Schedule I. - The import charge on
blooms, cogged ingots, slabs, billets, sheet bars, etc., of
iror. or steel has been lowered from $4.50 to $4.00 per ton (im-
ports in 1937 - $301,000). The Canadian term "ton" means 2000
pounds.

Bars and rods of iron or steel and blllets welighing less
than 60 pounds per lineal yard, if cold rolled, had a rate of
30 percent in 1935; 1n 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 123 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, more 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 the hot rolled mater-
ial .080 inch in thickness or less, the new reduction is from
15 percent to 123 percent. The heavier material which exceeds
.080 in thickness 1s also the reciplent of a new concession with
that rate being lowered from 8 to 37 per ton (imports on the
two items combined, : 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 tihis trade was lost. Tin-
plate of a kind not 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 fevorably 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 wlth metals other

than tin or zinc, especially terneplate, had their rates reduced
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from 15 to 123 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, irn 1935, to & duty of 275 percent, which duty
was lowered through the most-favored-nation provision of the 1936
agreement to 2 percent, and today the rate has been still fur-
ther lessened by the most recent agreement to 22% percent (imports -
.£38,000), Fittings and couplings 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 275 percent
by the 1936 agreement, now has a division of this classification
in the new agreement. The rate on these plpes if not more than
104 inches in diameter, is 25 percent; if the diameter exceeds
this 1imit, the charge is 20 percent (combined imports - £301,000).

The major concession included among the nonferrous metal
group is thet on aluminum in 1ts 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 in 1935. - The §$7 per ton rate on
bars and rods of iron or steel, weighing less than 60 pounds, hot

rolled (imports - $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 1iron or steel, when used for plpe manufacture
(imports - $3,861,000), has 1its ad valorem rate of 5 percent
bound against an increase by the new agreement. Heavy structural
steel (imports - $2,127,000), now has a .3 per ton import charge
wi:ich represents a rebinding of the 1936 duty.

Bindings of Items Free ir. 1935. - The new schedule I
grants free entry to certain iron or steel manufactures under
regulations prescribed by the iiinister. 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 bollers; sal
ammoniac skirminegs and seamless drawn tubing of zinc (imports -
$517,000) .

Duty Reductions under Most-Favored-iation 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

egreement, however, Among these reductions are ingots
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for the manufacture of steel, from 5 percent to free (imports -
$121,000); sheets coated with paint, etc., from 15 to 12% per=-
cent ($178,000); sheet for manufacture of hollow ware from 12%
to 10 percent (%431,000); railway rsils, from $7 to $6 per ton
($105,000); rallway ties, from $8 to $7 per ton ($95,000); forg-
ings, from 30 to 273 percent ($265,000); certain pipes and tubes,
from 20 to 15 percent ($143,000): certain steel wire for manu=-
facturing wire rope, from 73 to 5 percert ($294,000); phosphor
tin and bronze, in blocks, etc., from 10 to 73 percent ($100,000);
brass bars, strips, etc., from 15 to 10 percent ($74,000).

Iron, Steel, and Non-Ferrous iletals in Advanced Stages 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 vehlicles (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 &ffected by duty reductions
under the new schedulé I. The total figure for the entire three
groups. 1is approximately $22,000,000.

Duty Reductions by Schedule I. - "Basket" item 446 (a)
covering manufactures of iron or steel not provided for elsewhere,

i8 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::is 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 excise tax. Furthermore, certain
of the products formerly included in this group are now taken out
of item 446 (a) and benefit from still lower rates; some of these
are: milscellaneous tools, for use in machines, of a type not
manufactured in Canada; stalnless steel welding rods; and metal
shells and hinges for the manufacture of jewelry boxes., Steel
frames and cmstin: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 filscal
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
in 1937 to $10,000,000.

Other import duty reductions on miscellaneous iron or
steel manufactures include the followling 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 100 pounds; now, under the
new agreement this charge has been reduced to 50 cents plus 17%
percent.

On adzes, anvils, vises, cleavers, etc., (imports - $878,000)
the rate was not lowered in the 1936 agreement, but now the former

36 percent ad valorem charge has been revised to 273 percent.
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On certaln types of precision tools, items 431 (c) and (4)
(1mports - §236,000), the rate was 30, 35 or 45 percent in 1935.
Most-favored-nation treatment after the 1936 agreement brought
thls 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 figure becomes 25 percent. Vitreous-coated ware (im-
ports - {123,000), had its rate lowered from 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 274 percent
by the 1936 agreement. The new agreement rate for this item 1is
26 percent. Item 443, which is the large group of products
designed for cooking, or heating bulldings, had its 1935 rate
of 30 percent reduced to 25 percent bj schedule I of the 1936
agreement; under the terms of the 1938 agreement this 1936 rate
1s bound against an increase.

The major concession in the field of nonferrous metals 1s
that in reference to miscellaneous manufactures of copper and
brass. The import charge prior to 1936 had been 30 percent, when
&8 a result of the most-favored-nation provision of that agree=-
ment this rate was downwardly revised to 24 34 percent. The
import figures for Canada increased from $1,941,000 in 1935 to
$3,020,000 in 1937. The 1938 agreement states that if the Cana-
dlan concession to France ls termlnated, the rate with reference

to the United States cannot be ralsed 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 19356
and 1936 charges of 25 and 223 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 274 percent (imports - §818,000).
Britannia metal, German silver, and nickel silver menufactures |
(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
mamfactures of unspecified metals, is that on nickel-plated,
gllt or electro-plated ware. The 1935 charge on this item was
45 percent, a downward revidion in 1936 brought the duty to 30
percent, where it is now bound by the 1938 agreement. The Ilmport
value of these products increased from $721,000 in 1935 to
$1,727,000 in 1937.

The duty on optical and mathematical instruments, etc.
(imports, including cameras, $650,000), was reduced from 30 to
224 percent by the most-favored-nation treatment under the 1936

sgreement, The new schedule I charge is 174 percent except
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for cameras and parts where it is 20 percent. The 19356 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 liost-Favored-Nation Policy. - As &
supplement to the 1938 schedule I concessions on iron, steel or
nonferrous metal manufactures, certain other beneflts were re-
tained which had resulted from the most-favored-nation provision
of the 1936 agreement. (These rates are not bound sgeinst 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, aircraft, or electrical apparatus).
A large number of these machinery items received concessions

in the form of reductions in duty under the new schedule 1,
especially when compared to the 1935 import charges. Of this

large import value on machinery, the most lmportant items were
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427 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
ahd Farm Machinery. - Prior to the 1936 agreement, the general
rate for products included in the above heading was 25 percent,
wlth the exception of tractors. Schedule I of the 1936 agree-
ment lowered this charge to 124 percent, and later on in the
same year, the Canadlan Parliament further reduced this to 7%
percent, The 1938 arrangement binds that rate, and, as an
added concession, 1t 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 from $1.25 to $1.00 per

ton, and bars and rods for the same purposes had thelr 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, tractors, 1f 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 granted 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 concesslons in this group which are less im-
portant, are the reduction in the duty on cream separators from
25 to 124 percent, and on spraying and dusting machines from 25
to 5 percent.

Duty Reductlons on 0fflice and Household Machines, - The
new schedule I provides significant benefits to nearly all items
included in the office and household machines group.

Adding, bookkeeping, célculating and invoicing machines‘
which formerly bore a rate of 25 percent, became dutiable at 20
percent under the 1936 agreement. The 1938-schédule I rebinds
the rate on adding machines to 20 percent, while the remainder
of the items now enter at a 123 percent fee. Imports in 1935
were $834,000 as compared to the 1937 figure of $l,258,060,

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 of American firma. 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-
lents 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 malntained at the present date.

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 on elec=-
tric refrigerators to 30 percent, and the 30 percent rate on non-
electric refrigerators was changed to 274 percent, Both classes
are now dutiable at a still lower charge of 25 percent. Canadian
lmports of these latter two ltems 1lncreased 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.

Washing 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 1s bound against an increase (im-

ports - $726,000). The import duty on clothes wringers and parts
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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 for
households and offices,

Duty Reductions on iiscellaneous Machinery., - The largest
groups of machinery on which the Canadlan tariff has provided
new concessions are those ihcluded In items 427 or 427 (a), the
"bagket" items. The value of this trade in 1937 was $20,500,000,
making 1t the third ranking Canadian lmport from the United
States in that year,

The Canadian import rate on miscellaneoﬁs machinery in
1935 was 35 percent plus the 3 percent exclse tax. Schedule I
of the 1936 agreement divided thils grouping into two sections,
differentlating between machinery of a type made in Canada and
the type not made in the Dominion. For the former of thesg
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 1is enhanced
by the removal of the 3 percent exclse tax. The duty on machinery
of a type not made in Canada has been cut to a mere 10 percent,
The effect of the 1936 reductions of the import rate may be appre-
¢iated by the comparison of the lmport 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 im-
portance. On the whole, the rates on these machines are con-
siderably lower than those for the aforementioned miscellaneous
machinery included in the "basket" tariff item. The following
are the major duty reductions In the speclal machinery group.

Textile maci:inery 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 -
§1,416,000) now has a 174 percent import duty as compared with
the former'charges of 25 and then 20 percent,

Logging machinery (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(Db)  -and 412(d), various types of
printing machinery, was formerly 15 percent. The new agreement
binds the 10 percent rate of the 1936 schedule I (imports =
$1,017,000). Item 412(a) which also deals with printing machinery
(imports - $1,041,000), received a duty reduction from 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 1 to
10 percent. The 1936 agreement also included certalin machinery
which had formerly been dutiable at 30 to 35 percent. The new
agreement stilll further broadens the item and binds the 10 per-
cent charge (imports - $356,000, not including additional equip-
ment which was formerly dﬁtiable at higher rates and which is
now included in the 1938 item).

Other types of mgchinery which aré used for special opera-
tions and on which the 1938 schedule I granted duty charges
lower than those in effect in 1935 are: Cellophane converting
machinery (from 35 to 5 percent); veneer drying machines, from
35 to 5 percent (imports - $77,000); wire stitchers and staplers
(from 35 to 5 percent); machinery for dalrying purposes, from
35 to 15 percent (imports - $104,000); and machines for making
and packaging cigers 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 groﬁps, 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 1ls 17z percent. The import value

of thisvitem rose from $343,000 in 1935 to $709,000 in 1937. It

is estimated that the Unlted States supply Cenada with approximately



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 lmported from the Unlted Kingdom were to have free entry,
and a 25 percent preference margln 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 Unilted
Kingdom of their former preference margiﬁ. The import figures
on this item are not subdlvided 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. - Certaln classes of
farm tractors which were free of duty in 1935, were granted cone-
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
e type not manufactured in Caneda for use éxclusively in ships
had been duty-exempt in 1935 and are now the third reciplent of
continued free-entry binding under the new Schedule I,

Duty Reductlons under Most-Favored-Nation Policy. - Not
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specified in the new schedule I are a number of important
concesslions on speciael 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 dalry purposes, from 25 percent in 1935 to 15
percent ($76,000); special loading machinery for mining, from
124 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 173 percent ($102,000); leather tanning equipment,
from 10 to .74 percent ($128,000); railway locomotives, from
35 to 30 percent ($378,000); and railway cars and parts, from
30 to 273 percent ($948,000).
Motor Powered Vghicles and Aircraft.

Duty Reductions 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 hligh import charges
and to meet United Kingdom competitlon 1ln Canadlan and British
Empire markets,

When rate concessions did begin to occur in 1936, they
were the result of most-favored-nation provisions rather than
of schedule I revisions. The rate on trucks and passenger cars,
valued at not more than $1,200 each, was reduced from 20 to 173

percent, that on passenger cars valued from $1,200 to $2,100, from

80 to 224 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 173 percent rate on all motor vehicles
imported from most-favored-nations. Imports from the United
States increased from 2,535,000 in 1935 to $15,218,000 in 1937
whlich gives some indlcation as to the results of this action. The
present agreement binds the 175 percent rate against an increase
and also removes the 3 percent speclal excise teaxe.

Motorcycles, sidecars, and parts.were dutiable in 1935
at 30 percent. Schedule I of the 1936 ggreement brought this
duty down to 20 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 223 percent. The terms of the 1938 schedule
I are even more liberal, the rate on completed aircraft beling
20 percent, that for aircraft engines and parts becoming 173
percent, and that on other parts being 15 percent. This latter
rate requireé the relinquishment by the Unlted Kingdom of its
17% percent bound preference margin. Imports increased from
$360,000 in 1935 to $1,703,000 in 1937,

Duty Reductions under Most-Favored-Natlon Policy.- Due
to the most=favored~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 thls group are bicycles
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and tricycles; cars not otherwise provided for; wheelbarrows;
buggles 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 Appllances and Machinery.

Duty Reductions by Schedule I. = Schedule I of the 1938
agreement reduces the duties on an important group of items of the
electrical group, the imports of which “in 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 appgratus, were dutiable in 1935 at 30
percent and under'schedule I of the 1936 agreement thlis charge
ﬁecame 25 percent. Electrical apparatus and parts not other-
wise provided for, a major item, simllarly 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 electrlic motors
had a rate of 374 percent in 1935; schedule I of the 1936 agree-
ment downwardly revised this to 30 percent and the new agreement
further cuts it to 25 percent. The imports of these five pro-
ducts, taken as & unit, increased from $4,334,0001in 1935, to

$7,426,000 in 1937,
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Two other major electrical items - electric-light fixtures
and appllances, 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 2735 percent (imports - $1,131,000).

The reductions granted to household appliances which are
electrically operated have already been discussed under the sec-
tlon 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
Iincluded 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 moét important of these'
Imports is wireless and radlo apparatus, the reduction being
from 30 to 25 percent. These impofts in 1937 had = valuewpf
$2,923,000 (this figure does not include the radios brought into
Cenada 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.

Wood and Wood Products.

Schedule I of the new agreement contlnued 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 1935 at 25 percent. The
most-favored-nation provision of the 1936 agreement lowered this
to 20 percent and the present charge is 10 percent. The import
duty on hardwood flooring 1s now 174 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 221 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 speclal
excise enhances this concession (imports - $1,154,000).

Vulceanized fibre, kartavert, indurated fibre and products
thereof, (imports - $229,000), have a bound rate of 172 percent
as compared with previous charges of 25 and then 221 percent.
Fishing rods have been reciplents of favorable tarlff treat-
ment, having their rate revised from 35 to 30 and now to 25
percent (imports - $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 1is 27%

percent (imports - $283,000).
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The most lmportant 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-natlon 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 Unlted States exports to.
Canada were lmportant, 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 324 percent; furniture other than wood, including
metal furniture, has a charge of 273 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 thé free-113t in 1936, Included in these
groups are 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-favored-nation ﬁrovisions 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 agalnst an increase, no in-

creases have been effected since the 1936 agreement. The major
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items so benefltted 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 fraﬁes,
from 30 to 273 percent ($113,000); coffins and'caskets, from 25
to 224 percent ($73,000); wire doors, cash registers, and mat-
tresses (all of these being grouped under wood products), from
30 to 27% percent (3116,000).

Textlles and Textile Manufactures.

Schedule I of the 1936 agreement gave but few concessions
to textiles and textlle manufactures, the major ones.being the
binding of the existing free-list status of raw cotton and re-
lated manufactures, and duty reductions on oilcloth and linoleum;
and regallia, badges, and belts of all kinds, Numerous favorable
revisions of the tariff schedule have, however, resulted from
the most=favored-nation provision of that agreement and conse-
quently imports of the itemé affected have increased. The full
benefits of such a concesslon could not be realized because these
reductions were accompanied by the lowering by Canada of the
British preferential rates on the same ltems. The revision of
the Ottawa agreement of 1932 which took place in 1937 broughtvabout
a relaxatién of the Canadiah 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. = The value 1n 1937 of the

textlile items which recelved duty reductions under schedule I
amounted to approximately $6,000,000. In 1929, when duty

charges were lower, and prior to the expansion of Canadian
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textile production, ti: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 formerrimport figures
wlll never again be approached,

Woven fabrics, wholly of cotton, not bleached, which sup-
plied the bullz of the total imports in 1929, had a rate of 20 or
22% percent (imports - :34,500,000). In 1935 the duty had been
raised to 25 percent ad valorem plus 4 cents per pound. Imports
decreased to 512,000, The most-favored-nation provision of the
1956 agreement reduced the rate to 20 percent in addition to the
35 cent per pound specific duty, and imports increased to 1,341,000
in 1937. The new agreement fixes the duty at 17 percent plus 3
cents per pound, minus the 3 percent special exclse tax,

Of the manufactured textiles, cotton fabrics, printed,
dyed, or colored are the major item. The import value of this
comnmodity in 1929 was $4,500,000, the rates at this time being
27% and 30 percent. As in the previously mentioned instance,
the higher ratés in 1935 resulted in a decrease of imports to
$889,000, The 1936 ﬁost—favored-nation provision set the duty
at 274 percent and 3 cents per pound, as compared with the 1935
charge of 324 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 and for each there is a different rate,

Fabrics worth less than 50 cents per pound have their 1936 duty

[

of 274 percent plus 35 cents per pound renewed but the 3 icent

excise tax 1s removed; on denims for garment manufacture, the
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rate 1s 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 dutiabie 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 274 percent plus 4 cents per pound; in 1936 it
was 222 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}l955 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'chargedfso or 323 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 1t 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 lmportant
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 agreement 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=-
ing of this 30 percent rate agalinst a further increase., Imports

rose from $589,000 in 1935 to $920,000 in 1937, largely due to

more favoreble 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 254,000 in 1935, largely because of the
excessive lncreases in tariff, The 1936 agreement lowered the
1935 rate of 35 percent plus 4 cents per pound to 30 percent
and 33 cents per pound. Parliamentary action in 1937, retained
the same ad valorem charge but changed the specific duty to 1z
cents per pound. The present rate is 30 percent by schedule I,

Clothing and wearing apparel made from fabric of which
sllk 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 1is a straight 30
percent., The 1937 imports were valued at $378,000. Fabrics for
the same use of which artificial silk 1ls the component of chief
value, were dutiable in 1935 at 50 percent plus 7 cents per ounce,
in 1936 at 31% percent plus 4% cents per ounce, and now at 32%
percent and no specific duty. Imports 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 pius $1.50 per dozen pairs.
This high specific duty had a drastic effect on the imports of
lower priced grades. The 1956 mos t=favored-nation provision re=-
duced the charge to 32% percent and $1.35 per dozen pairs but
this 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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palrsfee 1s 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. Linoleum,
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 325 percent without a specific duty. The
new rate 1s 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,

Some of the other schedule I duty revisions on textile
products of less importance include cotton rovings, yarns and
’wanps (from 224 percent plus 4 cents in 1935 to 15 percent plus
3% cents in 1937; mercerized cotton yarns and warps (from 25 to
224 percent); cotton sewing thread, yarn, crochet, knitting,
darning and embroidery yarn (from 20 to 123 percent); cotton
bags (from 25 or 35 percent plus 4 cents per pound to 275 pere
cent); handkerchiefs wholly of cotton (from 35 pefcent 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 garments wholly
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.
(from 45 percent plus 30 cents per pound to 35 percent);
Oriental and imitation Oriental rugs (from 4O”Percent plus 20
cents per square foot to 30 percent and 7% cents per square
foot); end other miscellaneous items in which the volume of

trade was extremely small,
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Reductlons 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 scheduvle 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 experienced.

The following list of commodities of the textlle group
which were gi&en the above=mentioned treatment includes articlés
which in 1937 had a total import value of over $100,000. These
items are: woven fabrics of wool or halr (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 sllk or artificial silk pille (from 35 to
291 percent); artificial silk woven fabrics (from 45 percent
plﬁs 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 ﬁo 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 felt (from 35 to 30 percent); and hats, n.o.p., (from

36 percent plus $1.50 per dozen to 30 percent plus $1.50 per dozen).

Coal, Coke, Charcoal, Pitch and Tar.

In 1937, Canadian imports of coal and coke from the United
States had a value of almost $33,000,000 (this figure includes

certain coke which enters Canada on the free 1list).
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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 Unlted 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
government to alter this guarantee and under'the new tariff
schedule the 50 cent rate 1s bound against an increase and the
3 percent excise tax is removed. The effects of these changes
in trade restriction caﬁ 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 énthracite coal (imports - $19,800,000). The United
States supply Canade with more than 90 percent of her imports of
bituminass coal, regardless of the fact that the #merican coal
haa a duty of 75 cents per ton as compared with the British coal
duty of only 35 cents. Biltuminous 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 snd the .removal of the 3 percent exclse tax.

Large quantities of coke enter Canada duty-free when used
for special purposes (imports - $1,173,000). Those imports of
coke which are dutlable (imports - $1,700,000), had a rate of
$1 per short ton 1n 1935, this was renewed 1n'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 $7,000,000.

Duty Reductions by Schedule I, - Belting leather and
sheepskin or lambskin leather, both had a rate of 275 percent
in 1935 and fhis charge was not altered by the 1936 agreemént.
The new program reduced tﬁe 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 formerly had the same tariff status as the previously
mentioned products and under the new agreement they héwaa 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-
favored-nation provision of the 1936 agreement from 10 percent
to 73 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 concessibn in the 1938 agreement. The 1935

rate of 40 percent was reduced to 35 percent by the 1936 moste=
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favored-natlon provision and now it becomes 30 percent. Imports
have increased from 343,000 in 1935, to $515,000 in 1937. It
i8 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 théir $100 exemp=-
tion rights.,

Manufactures of leather and rawhide, n.o.p., are now
dutiable at 25 percent as compared with the 1935 rate of 35
percent and the 1936 rate of 28 percent (imports - $&99,000).

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 224 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 not 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 13k percent (imports - $795,000); on fur habs, 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 tco 125 percent; on manu-
factures of feathers and artificial feathers 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 majior concession in
this field concerned miscellaneous manufactures of rubber., This
item was dutiable in 1935 at 274 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 1,454,000
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 énd packing which
had a duty of 35 percent and then 30 percent in 1935 and 1936
respectively, now are charged 224 percent (imports - (229,000).

Other rubber products! rate recuctlons were on chlorine
derivatives of India-rubber, India-rubber clothling 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 1n which thls article was not included
(imports - $712,000).

Reductions in Duty under Most~Favored-Natlon 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 223 percent.

Miscellaneous 1tems.

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 immediately
prior to the new agreement. The miscellaneous items may, for
conveniences sake, be divided into three groups, (a) a lérge num-
ber of articles, specifically named which cannot be included in
any other class, (b) certaln 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 item which includes &ll ltems not otherwise provided for.'

Duty Reductions by Schedule 1. - One of the most im=-
portent 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 i1s 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 73 percent in the 1936
agreement and the new charge 1s 5 percent., Canada may with-
draw this concession if the United States alter certain export
restrictions on phosphate rock. Imports on fertillizers in 1937

were valued at $702,000.
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Cf equal prominence was the benefit extended to the duty
on toys (lmports - $702,000). The 1936 schedule I cut the 40
percent rate to 30 percent and this 1s repeated, with the re-
moval of the 3 percent excise tax.

iilscellaneous musical instruments, including records and
phonogravhs were dutiable in 1935 at 30 percent. The most-
favored=-nation provision of the 1936 axreement gave the United
States the benefit of the 24 3/4 percent rate in the Canadian-
Trench trade treaty. The new agreement provides that the duty
will not exceed 25 percent even if the French sgreement should
be annulled. 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 374 percent as 5 result of the most-favored-netion pro-
vision of the 1936 agsrecment; the 1938 schedule I further re-
duces tris charge to 35 percent and removes the 3 percent exzcise
tax. Imports rose from ;409,000 in 1935 to 523,000 in 1937,

Positive :otion-picture films received no rate revision
in the 1936 agreement and the reduction from the 1935 duty is
from 3 to 2% cents per lirnear foot (imports - .;254,000).

Certéin abrasive products (imports - :178,000) now have
8 rate of 22% percent as compared with the 1935 charge of 30
percent and that of 1936 when it was 25 percent,

The 1935 charze on planos and organs was 30 percent with
a minimum of 375 each. The most-favored-nation provision of the
1936 agreement gave the Unlted States the benefit of the Canadian-

French agreement, the rate being lowered to 24 3/4 percent with
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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 larce minimum has been prohibitive on imports of less ex-
pensive organs end pilaros. Imports in 1935 were {345,000, in
1936 they were 77,000, and in 1937 they were ;115,000,

The duty on w-iskey of the strength of proof, was {10
in 1935 end the 1936 arrangement did rnot alter this fee. The
present tariff ic .6 per Imperial gallon. It is gquite obvious
that prior to 1937 the imports were practically nil, and in that
year they were valued at 63,000,

Trunks, vallses and similar products rad a 40 percent
rate in 1935, As & result of the most-favored-nation provision
of the 1936 agreement wnich extended to the Unlted States the
favorable terms of the Canadian-Poclish 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 cigarettés 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", the
"catch-all" paragraph which relates to al£ commodities not other-
%ise described in the new scnedule I. The products included in

this item are of all types and classes. One of the most important
goods falling intothis category, are chemicals of a kind made in
Canada, which has been mentlioned 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 most-favored=-nation treatment in the 1936 agreement
tris was lowered to 22% percent; and the present figure is 20
percent with the removal of the 3 percent excise tax. ZExclusive
of chemical products, the import value of this item in 1937 was
nearly 5,000,000, The import value of the chemicals which were
dutiable under this item was approximately 51,400,000, making
the total value of t:nis item as a whole around 4,500,000,

Other duty reductions of less importance under the new
schedule I include chalk crayvons (from 35 percent in 1935 to
20 percent); oyster shells for feeding poultry (from 2% to 10
percent); activated clay for use in o:l refining (from 25 to 10
percent); coal-tar benzol for blending with gasoline (from 25
to 10 percent); vermiculite (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'buttoné and button blanks
which have a compound rate, the ad valorem part of which had |
been successively reduced from 35 to 313 to 30 percent,

Bindings of Items Free 1in 1935. - The most valuable of the
concessions which refer to miscellaneous items which were on
the free 1list in 1935 relates to bone pitch and resin (imports -
%1,248,000), Other commodlties recelving similar treatwment, in-
clude bristles, broom corn, and halr brush pads (imports - §671,000);
soya beans and cakes and oll thereof (imports - 218,000); arti-
ficlal teeth (imports - $372,000); artificial abrasive grains for

use in Canadien manufactures (ilmports - $685,000); and ethylene
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glycol, for use in the mernuracture of anti-freezing compounds of
explosives (imports - .753,000).

Reductions in Duty under .ost-iavored-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 arraicement, and although they are not included in the
new schedule I, they continuerto apply. These rates are not, of
course, bound against increases., Included in this group are
parts of cash registers, from 25 to 20 percent (imports - :581,000);
siant powder and hith explosives, from 25 to 27 cents per pound
(Imports - (:321,000); sunpowder, from 3 to 2 5/4 cents per pound;
adhesive materials for mekinc laminated :;lass, from 25 percent
to free; brass band instruments of a kind manufactured in Canada,
from 25 to 22% percent; dolls and childrens construction sets of
metal, from 40 to 30 percent; fancy articles inecluding bead
ornaments, fans and statuettes, from 30 to 24 3/4 or23 3/8 per-
cent; brushes, from 40 to 30 or 27 percent; clgarette holders
snd pipes, from 35 to 297 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 detalled presentation of the
concessions granted by Canada to the United States on imports
from that country, a falr plcture can be seen of the exteht and
value of these beneflts. Where import valuhe figures have been

shown for 1935 and 1937, it 1s 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 business 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, 1t is, I think, quite
evident that in some cases the rate reductions have stimulated
trade and such results will continue to be evidenced iIf other
deterrent factors do not become too prominent., A discussion
of the effects of rate manipulation and other components in the
determination of trade volume will be sttempted in a later
chapter, but for the present, we must now proceed to an examina=-

tion of those concessionswnich the United States granted to

Careda,
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CHAPTER V

ANALYSIS OF THE PRINCIPAL CONCESSIONS RECEIVED BY CANADA.Ll

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 lnclude rate
reductions under schedule II of this treaty, bindings of con=-
tinued free entry, bindlngs of previously lowered duty charges,
revisions in the length and time of "in season" 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. Wherever 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 recelved and to what

extent these benefits have been granted.

Agricultural Products.

Before the new schedule II was drawn up, certain lmportant
considerations, particularly with reference to agricultural
products, were weighed and dlscussed. These factors which con-
tributed to make this new schedule both unigue and far-reaching
have been ably enumerated in the Department of State Report? on

the new agreement, from whlch the following polnts have been de-

veloped:

1. Note. All figures on trade values shown in thls 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," Dppartment of
State No. 1253.
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(1) Canada being to such a large extent an agricultural
country, 1t is qulite obvious that the major portion of the con-
cesslons granted must be on Canadian farm products.

(2) Normally the United States is by far a larger producer of
agricultufal 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 productlon 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 1ls 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 Americaen agriculture had been obtained from Canada
in the 1936 agreement. Further concessions in thls 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-
torles. Enlarged purchasing power will permit a more extensive
expenditure on American farm products and also on imports from
Canada,

In devising a schedule of concesslions, great care must be
taken not to place unnecessary hardship on domestic producers of
similar 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 remalning 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 leats

The major tarlff concessions in the field of livestock,
are still protected by the use of the quota device. Of singular
importance 1s the rate reduction on cattle welghing over 700
pounds. The 1936 agreement lowered the existing charge of 3
cents per pound to 2 cents, and the new rate 1is 15 cents, Formerly
this item was limited by an annual quota of 156,000 head, under
the 1938 arrangement, this has been increased to 225,000 head and
no more than 60,000 head are permltted to enter in any one gquarter.
Desplte the seemingly liberal attitude taken with respect to this

item, when we reallze 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 1z cents per pound but the quote has been en-
larged from 52,000 to 100,000 per year, and in addition, the maxi=-
munm welght on this class has been ralsed from 175 to 200 pounds.
Even these new concesslions will permlt the entry of only a small
portion of the Amerlcan consumption when compered with domestic
slaughter.

Dairy cows weighing over 700 pounds, received a reduction
in duty in the 1936 agreement of from 3 to 13 cents per pound.

The imports of thls type of cattle did not approach the quota of
20,000 head per year, and therefore the 1938 agreeﬁent,besides
rebinding the existing charge, removed the quantlty restrlction.

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 1} 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 1s 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 Unlted States, and
therefore the new concessions will not too greatly enhance the

volume of Canadian exports to the United States.
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Dalry and Poultry Products.

The new agreement did not provlide these products with any
radical changes from the 1936 schedule, and in many cases the
present rates are repetitlions of these 1936 charges. The 1938
duty on whole milk has been lowered from 65 to 3% cents per gallon
on a quantlity not to exceed 3,000,000 gallons, which 1s equilva-
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 1 percent of domestlic consumption.

The 1936 rate of 3 cents per pound on dried buttermilk
had been lowered by the present policy to 14 percent, the import
value on this item 1s negligible.

The 1936 agreement lowered the import charge on Cheddar
cheese 1n 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 &r 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 geese, in which case the duty has
been reducsd from 10 to 6 cents per pound,

Chicken eggs in the shell had their former 10 cent per
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dozg&lfee 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
‘yaluations. For those valued at less than $150, a specific rate
nas been charged and this hed 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 likewlse been reduced from
20 to 173 percent.

Grains and Granary Products.

The import 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
a8 rise in American imports. 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 Unlted States import practically none
of this product and Canada 1s usually the largest market for
American exports. During the drought years when imports of
appreciable size were necessary, the largest portion of these came
from Argentina. On the whole, however, Canada has been the most
important source of what 1ittle imports of this product are needed.
The new schedule 1 has made an identical change for thils item.
Unhulled oats and byproduct animal feeds have experienced a 50 per-

cent duty reductlon.
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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 demend following the repeal
of prohibition, resulted in temporary stimulation to imports. At
the present date, a normal crop is again in evidence and the United
States 1s 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 100 pound rate has been bound against
an incresase,

Although American imports of wheat and wheat flour are
normally of small importance, imports of noticeable magnltude
of bran and other mill feeds have been experienced. Mill feeds,
bran, and wheat unfit for human consumptlion were all bound by the
1936 agreement against anincrease in the 10 percent rate. The
new treaty grants a 50 percent reduction in thils charge, thereby
setting the present fee at 5 percent ad valorem.

Other less important products which will benefit from more
libteral tariff treatment, include buckwheat and buckwheat flour;
hulls of grains; rye malt; dried beet pulp; malt sprouts and
brewer's grains; mixed feeds; screenlngs and scalpings of grains;
and cereal breakfast foods.

Potatoes.

The 1936 agreement granted as 1its sole concession a re-

duction in the rate on white or Irlsh seed potatoes from 75 to

45 cents per 100 pounds, except durling the perlod from December to
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February, when as a result of a Cuban preferential agreement the
60 cent charge would be maintalned. 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 end this is subject
to a further reduction to 375 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 375 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 domestliccrop falls be-
low 350,000,000 bushels.

Superficially, at least, these concessions would appear to
imperil 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
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shortages were experienced, none of the former smaller quota have
even been approached.

Canada has in the past given the United States an identical
tarlff treatment with that which she herself obtains, namely 75
cents per 100 pounds. TUnder the new agreement, 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
concesslion should result in a significant increase in the volume of
that commodity on the Canadlan market.

Miscellaneous Agricultural Products,

Exclusive of the agricultural products previously mentioned,
the most important concession in this field was granted wlth 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 prevaliling 4 cent charge was main-
talned. Due to pressure exerted by American producers who used
these products, it was declded that the former rate ratio of these
two items should agaln be restored and in the terms of the new
agreement this has been done wlth 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 ltems and Canadlan imports are used

only in those llnes where they are pecullarly sulted for a special

use.
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The new rate on frozen blueberries of 1745 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 une
frozen blueberries, of which a far smaller volume is imported,
similar tariff treatment was gilven and the rate was lowered from
1+ to 1 cent per pouhd. Despite recent increases in the produc-
tion of these items In the United States, large Imports are still
needed to meet the present demand. In return for these conces-
sions, Canada has been very liberal with 1ts tariff treatment. of
American strewberries and other berries in which they are lack-
ing and which account for valuable treade.

Another concession relates to cut flowers, fresh or dried
on which the prevailing duty of 40 percent was lowered to 25 per=-
cent. An 1dentical 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 retained, and, 1in
some of the minor classes, new concessions were granted; similar
reductions were made in the new Canadian schedule,

Some of the other agricultural products which recelved new
benefits, or which retained their former tariff status, include,
honey, apples, berries, cherries, clder, tree and shrub seeds,
beets, (other than suger beets), green peas, turnips and rutabagas,

carrots, radishes and cauliflower, and hay and straw,

Fishery Products,

0f 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 Unlted States on the free-list, which includes
such items as sea herring, lobsters, oysters, crabs, and scallops.
These 1tems received free-entry as a re-binding of their 1936
tariff status witn the exception of "spiny lobsters" which are
excluded in the new agreement. Whereas the 1936 agreement had
been principally concerned witnh reductlion in the charges on fresh
water fish, the new trade treaty glves a more liberal treatment
to former items besldes covering a number of new items not pre-
viously enumerated. Again it i1s well to refer to the Department
of State Report,3 wnich 1ists the orincipal 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 specles, with the exception of
canned salmon and sardines which i1t 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 1s a large portion of the total fish consumption,
This phenomenon 1is partly due to the comparatively short seacoasts
when related to the population, and the fact that only a small
percentage of the population is engaged in fishing.

(2) To repeat this last statement, even 1n those parts of

. "The New Trade Agreement with Canada," Department of
State No. 1253,
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the country which 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 1t 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 Canadlan authorities realized the
necesslity of obtaining compensating concessions on products in
which she had 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 industrlal States
along the Great Lakes, and the Pacific Coast States. Many of the
beneflts extended to Canada are compensatory for these liberal
tariff treatments.

Codfish and Related =i1sh,

The terms of the 1936 agreement dld 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 iten,
although on the highly competitive forms less than maximum per-
missible reductions are being granted and a gquota restriction has
been erected.

When the American fishing fleet was at its peak of develop-
ment, 1t was able to supply the entire domestic consumption of

these fish and was, 1n addition, able to export the surpluses
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to other lands. The decline of the fleet gave rise to the demand
for lmports 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 1n the demand for salt and smoked
fish, there has been a significant increase in the American catech
and & definite trend toward a diminuation of the proportion of
domestic consumption which 1s being supplled by imports.

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. 1t is small
vonder, 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 100,000,600
pounds annually, United States domestlic 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 Unlted States consists of salted

fish, Dry salt groundfish (not skinned or boned), had its 1} 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 "boneless" 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 1% cents.

mMlscellaneous 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
retalned under the new agreement. Rate reductions of a lesser
magnlitude were also extended to other species of seafish such as
frozen mackerel, a specific type of salt herring, and smokedsalmon,
On certain other items the new rates represent 50 percent cuts
from the dutles 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
ratewhich 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 with 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 specles, 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 1s supplied by imports. This
i1s, to a certain extent, due to the fact that the supply of fish
in the Great Lakes has been almost exhausted and the Canadian lake s

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 meking paper, are in-
cluded on the duty-free llst,

Rough Lumber.,

A duty of §1 per thousand board feet was imposed by the
Tariff Act of 1930 on lumber of flr, hemlock, plne, spruce and
larch; other softwood lumber, and practlcally all hardwood lumber
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, & 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,
wlth regard to northern whlte 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 cabinet woods, of which Canada is not the princi-
pal supplier, the 1930 rate of $3 was reduced to $1.,50 in 1936
and now 1t 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 thls extremely favorable tariff policy, and among the
outstanding of these are (1) the $4 charge on many of these types
of lumber was, in effect, prohibitive, and imports of these species
fell off considerably; (2) the inadequate domestic supply of such
lumber as white plne 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 tilmbers, 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
relinquishments of their trade preferences in those markets; and
the Canadlan government has agreed to extend the relinquishment
of preference to other forest products should the United States
pursue a more liberal pollcy 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 domestlic production,
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Free Entry Bindings on Forest Products. == The most im=-
portant free-entry binding on forest products are those on newse
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 these items (import value in 1937 - $155,000,000).

Two outstanding reasons can be glven for the attitude
taken by the United States on lmports 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 imported materials; and secondly, it is believed that in
periods of active bullding construction, the United States has
been reluctant to deplete thelr 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 wlll
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 whlte paper,

Another extremely valuable import from Canada on which
free entry 1s 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 consumptlon of the previous
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half year, and whenever thls quota was reached further, imports
were not permitted to enter the country at any price. Such a
stipulation lead to an unstable volume of lmports and the new
agreement modified thls 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 thils group and
for the most part these benefits are continued plus a few new
reductions in the 1938 schedule II. Certain of these artlicles
were reciplients 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 thils assemblage 1s comprised of such imports
as paint brush handles, broom and mop handles, tennis racket frames
(valued at $1.75 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 ilmport of singularly large lmport value, whichhas re-
celved a 50 percent reduction in its rate of from 10 to 5 per-
cent ad valorem, l1s 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
1s the principal supplier to the United States. In many of the
cases in which the product 1s elther not mined in the latter
country or in which a shortage exlists, free entry 1s provided.
These concessions on items recelving 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 ilmports, nilckel,
aluminum, and zine, have duty reductlons 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 iﬁports are
very small when compared with domestlc production.

Aluminum.

Phe 4 cent per pound duty on aluminum whlch was set by
the Tariff Act of 1930 and repreated in the 1936 agreement 1is 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 1s 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 1In the production of aluminum, the largest part of this
is manufactured from imported bauxite. Therefore, American im=-
ports of aluminum have been affected to & considerable extent by
artifical foreign controls and not wholly by the general market
conslderations. The 1937 domestlic production of primary aluminum
was about 293,000,000 pounds, and that of secondary aluminum (re-
covered from scrap) wasabout 125,000,000 pounds. The 1937 im@orts
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 manufacture has a very small im-
port value as compared with that of the product from whose produc-
tion it is derived. Only in recent years, essentlally during the
period of the rise in car manufacturing has thls metal become at
all prominent because of its use for automoblle bearings. The
recent rise in the asutomobile industry has then accounted for in-
creased demands for cadmium, wilth consequent price rises. The
15 cent per pound import charge has been lowered to 74 cents in
the new agreement.

Nickel,
The leading Amerlcan metal lmport from Canada is crude

nickel, Desplite the fact that a minimum of this metal 1s 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 metsal.
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 1s a considerable concession.

Zinc Ore and Zinc lMetal.

The 1936 agreement rates for zinc ore and zinc metal which
were 13 and 1 3/4 cents per pound respectively, are now cut to
11/5 and 1 2/5 cents. The United States 1s 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 lmports, mostly of ore and un-
refined zinc, have exceeded exports. The zinc mining industry is
of primary importance to certain of the states, but it 1is thought
that adequate protection has been left for these industries because
the import 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. Splegelelsen continued to be dutlable 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 1% 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 122 percent which
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 iiinerals and Products.

As in the case of metallic minerals and products, a very lib-
eral new schedule of tariffs has been established. 1In the cases
where American production is small, low rates or free entry has been
promulgatecd, and in a few cases protective duties are stlll maintained
to encourage the production of these commodities in the United States.

Nepheline syenite. =- Crude nephellne syenlte 1s on the
free list, and the ground material i1s dutlable at 15 percent ad
valorem as compared with the former 30 percent charge, This
product 1is used as a substlitute for feldspar in certaln manufac-
tures and as yet the bulk of 1ts production 1is confined to Canada,

As a safeguard to the domestic feldspar industry, the followlng
provision was made which states that in event of imports of crude
and ground nepheline 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 concesslon will permit an
increase in Canadlen imports to the Unlted States wlthout seriously

endangering domestic manufactures,
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Nonmetalllc 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
i1s crude asbestos and crude artificlal abrasives,

Miscellaneous Dutiable liineral Products.

Among the miscellaneous and comparatively insignificant im-
ports from Canada may be included fire brick, brick n.o.p., lime-
stone, line, crude feldspar, low priced talc, and dead-burned basic
refractory material, Il.ost of these ltems had received rate re-
ductions in the 1936 schedule II, and now, with the exception of
limestone and talc, further beneflts 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

consldered detrimental to American domestic productlon.

Manufactured Productse.

Outside of the agricultural, fishing, forestry and mining
products, there remained but a few commodities which Canada ex=
ported to the Unlted States in sufficient volume to merit chief
supplier concessions. Among the most important of these may be
mentioned whiskey, certain chemicals and olls, metal products,
paper and printed matter, silver fox furs and miscellaneous menu-
factured products., These items wlll now be described more fully.
Whiskey.

The outstanding item in thils list is whilskey, the 1937 ilmport

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 :lingdom. American domestic production has
increased to a large extent in recent years but as yet an adequate
supply of sufficiently aged whiskey is stlll unavailable, and
large imports must be relied on to meet the increased demand.

Chemicals and 0Olls.

0f the concessions coming under this group heading, the
most valuable 1is that with regard to acetic acid containing py
welght more than 65 percent of acetic acid (imports in 1937 ==~
$1,692,000). The rate of 2 cents per pound was lowered to 1z
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 increases in imports have been experlenced since
the first tariff reduction, and increases up to that date were
due malinly to a large demand for thls product in the manufacture
of rayon. Domestic manufacture 1s now supplying thls 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 thelr 1936 rates of 20 and 15 per-

cent respectively cut to 10 percent,
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The remaining large concession in thils group is that on
salt. The rate on salt in bags, sacks, barrels or other pack=
ages 1s lowered from 11 to 7 cents per 100 pounds. The rate
on bulk salt is cut from 7 to 4 cents per 100 pounds. Other
less important concessions include those on fir or Canada balsam,
crude calclum acetate, specific fish oils, and cedar leaf oil,

Continued free-centry 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 selenlium 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 ranzes already lowered by the 1936 agreement,
was still further reduced., On many other ltems, which were un=-
affected by thls 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 than §15,000 each, Imports on all of

these items are negligible when compared with American production,

Paper and Printed Matter.

The sum total import value of all dutiable trade of thils
type by the United States 1s but a small fraction of the import

value of newsprint which is permltted 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 which 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 %+ cent per pound plus 10 percent ad valorem
was reduced to 1/5 cent per pound plus 5 percent. Despite sub=-
stantlial increases in the import volume of this article, the
figure for this trade is less than 13 percent of domestic pro-
duction. Hanging paper, not printed, which was dutiable in 1936
at 10 percent now becomes taxable at 75 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 thils product, has received further
downward revision to 3 cents per pound plus 10 percent and 2%
cents per pound and 73 percent respectively. The specific part
of this duty prior to the new agreement was prohibltive on the
cheaper grades of tissue 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 pound. Most of
the American domestic produce of tissue is of a much cheaper
variety. A 50 percent reductlon was also made by the 1938 trade

treaty with regerd to crepe paper valued at not more than 12%
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cents per pound. Maxlmum reductions were given on tourist
literature,

Silver-rox Furs.

The duty on these furs has been cut from 50 to 374 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 iIn demand for these furs has necessi-
tated lmports of as much as 10 percent of domestic production.
Most of the American exports of silver-fox furs are of lower
class skins. The 373 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

jce skates and lacrosse sticks have exports which are of more

than incidental importance.

S ry.

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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Amerlcan concession to Canada. This new schedule 11, although
considerably shorter than the new schedule I, should have a
beneficlal effect on the stimulation of Canadian industry for
the production of larger supplies of export materials. The
numerous reductlons in tariffs and the manyitems on the free
list present attractive opportunities for Canadian producers
desplte 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 1little or no hardship has been imposed on
American manufacturers. Those Industries 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 & time as they 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 Amerlcan manufacturers and consumers should be
benefitted by the increased iaports. As has been previously
stated, 1t 1s 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 1n causing trade volume fluctuations,
and how they act to comblne or to conflict with rate manipulation

in the control of international tradee.
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CHAPTER VI
STATISTICAL SURVEY OF RECENT CANADIAN-AMERICAN TRADE VOLUME.

The past chapters have dealt in a somewhat detailed mane
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 1in the volume of trade between
the United States and Canada which accompanled, 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 how much any one factor affectsimport and
export values, and yet without such an attempt, 1t 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 pollcy 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 1s dif-
ficult to determine what procedure would lead to the most con=-
clusive and useful results, without becomlng too deeply lost
in a maze of figures and facts. The plan which seems the most
sultable and profitable 1s the followlig.

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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basls of comparison may be established. To represent Canadian
imports from the Unlted 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 mind. Firstly, the commodities should be
those in which a comparatively large volume of trade has been
carried 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 1little value in the present survey;
thirdly, in so far as possible, it 1s well to have a diversified
1ist 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 appralsed; and fifthly,
it 1is 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 1s a per-
plexing undertaking. The commoditles in which the largest trade
18 realized are for the most part those which are on the dutye
free 1ist or which have retained the same tariff status throughe

out the period under consideration. Therefore, such highly
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valuable articles of commerce as wod=-pulp, coal, raw cotton
and silk, etc., were deleted from the list. In the case of
Canadlan 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 1llsts 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 incluslve. 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 prior 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 glven in the "Summary of the Trade
of Canada"l pamphlets for the years 1936, 1937, 1938 and 1939,
In certain instances 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 from more reliable sources. All of the

figures shown represent the value in Canadlan dollars.

1. Summary of the Trade of Canada, 1936,1937, 1938, 1939.
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The rates indicated were obtained from the "Statement
of Tariff Changes Resulting from the Canada-United State Agree-
ment".® The figure which will be indicated as the 1935 rate
1s 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 1s 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:1s chapter is, them, to indicate these values as compiled
from autroritative sources, quite irrespective of the reason
why changes and certain trends in these figures are exhibited.
The following cnapter will attempt to take and correlate the
flgures set forth in thils discussion with reality, in an attempt
to ascertain if possible to what extent trade was increased by
a more llberal tariff program, and to what extent this attempt

was modified by external factors.

Principal Commodlities Imported By Canada From the United States.

The commodities chosen to represent American exports to
Canada for the five year perliod are automoblles, 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-United States Trade Agreement. House of Commons Committee
on Ways and Means.
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Oranges.
TABLE B

CANADIAL Ii[PORTS OF ORANGES FROM THE UNITED STATES.

—— - - r—

Year Tariff Treatment Trade Value
1935=1936 35¢ per cu. ft. 5,041,103
1936-1937 Free Jan, = Apr. 5,949,725
35¢ liay - Dec.

1937-1938 Free Jan., - Apr. $6,823,885
35¢ .lay - Dec.

1938-1939 Free Jan. - Apr. 35,320,342
35¢ ilay - Dec.

1939-1940 Free Jan. - July $5,842,272

354 Auz. - Dec.

The trade value of oranges increased steadily throughout
the period under observation untlil 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 1s wlthin 108,000 of tahe 1936-1937 level.

The tariff reductions have been in the form of a maintenance
of the 35 cents per bushel charge of 1935, but in the two suc-
cessive agreements, there have been increases 1n the period for
free entry.

Automobiles.

TABLE C
CANADIAlL IMPORTS OF AUTOMOBILES FROM THE UNITED STATES.

Year Tariff Treatment Trade Value
1935=-1936 20, 30 or 40 per cent $ 1,780,041
1936-1937 17% per cent ¢ 5,683,880
1637-1938 175 per cent $12,445,969
1938-1939 175 per cent ¥10, 352,682

1939-1940 174 per cent $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 tarlff 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 of 173 percent. Substantial trade
Increases have been evidenced and the new agreement binds the
1936 rate at 174 percent.

Mining Machinery.

TABLE D

CANADIAY IMFPORTS OF LINING MACHINERY FROM THE UNITED STATES.

Year Tarlff Treatment Trade Value
1935-1936 25 percent $
1936-1937 20 percent e 739,262
1937-1938 20 percent $9,750,008
1938-1939 20 percent 4,696,582
1939-1940 173 percent $5,160,441

Again, with the exception of the year 1938-1839 there
has been a steady growth in the Canadian import volume 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 from 25 percent ad valorem in 1935, to 20 percent under the

1936 agreement, and a 1938 import charge of 173 percent.
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Textlle Machinery.

TABLE E

CALADIAN ILPORTS OF TEXTILE MACHINERY FROM THE UNITED STATES.

Year Tariff Treatment Trade Value
1935-1936 10 percent $2,083,787
1936~1937 5 percent $2,811,314
1937-1938 5 percent 3,488,666
1938-1939 S5 percent 32,665,821
1939-1940 5 percent $3,438,548

The annual import value flgures for this very important
1tem 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 valorem charge. The new agreement con-
tinues this 5 percent charge and binds it against an increase.

Aluminum and Aluminum Products.

TABLE F

CALADIAN iMPORTS OF ALUMINUM AKND ALUMINUM PRODUCTS
FROM THE UNITED STATES

Year Tariff Treatment Trade Value
1935-1936 30 percent $2 , 589,341
1936-1937 30 percent $2,791,753
1937-1938 30 percent 3,971,085
1938-1939 30 percent $1,966,767
1939-1940 37% percent §2,590,578
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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 import value has barely risen over the 1935-1936
total.

No changzes in the rates on these items were effected until
the 1938 agreement when the then existant charge of 30 percent
ad valoren was cut to 273 percent.

Threshing Machinery.

TABLE G.

CANADIAL ILFORTS OF TERESnaING ACHINERY
FROM THE UNITED STATES

Year Tariff Treatment Trade Value
1935-1936 25 percent $ 10,218
1936=-1937 '7% percent $ 316,221
1937-1938 7? percent & 347,940
1938-1939 7? percent $1,279,606
1939-1940 7z percent $l,710,517

Almost phenomenal increases have been the experlence with
regard to the import figures on threshing machinery. The flgures
for 1936-1937 show an almost 3000 percent increase over the pre=-
vious year total and in the succeeding years similar, although
not quite as large, gains have been reported. There have been
no deviations from the ascending trend at any time within this
perlod.

Threshing machinery was dutlable at 25 percent ad valorem
in 1935, The 1936 agreement lowered this to 7% percent, where 1t

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 MOTORS FROM THE UNITED STATES.

Year Tariff Treatment Trade Value
1935=1936 375 percent % 885,699
1936-1937 30 percent $1,240,136
1937-1938 30 percent $13;8913223
1938-1939 30 percent $1,498,789
1939-1940 25 percent $1,514,013

A steady rise in Canadlan imports of electric motors was re=-
ported until the 1938-1939 annual total, at which time the figure
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 375
percent ad valorem, then the 1936 agreement reduced this to 30 per=-
cent and the present arrangement cuts the duty st1ll further to
27% percent.

Unbleached Cotton Fabrics.

TABLE I

CANADIAN IMPORTS OF UNBLEACHED CQTTON. FABRICS
FROM THE UNITED STATES

Year Tariff Treatment Trade Value
1935-1936 25 percent, 4¢ per 1b. 512,248
1936-1937 20 percent, 3§¢ per 1b, 5 683,207
1937-1938 20 percent, 3§¢ per 1lb. 1,341,080
1938-~1939 20 percent, 3z¢ per 1b. 546,327

1939~1940 17% percent, 3¢ per 1lb, 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 perid.

Unbleached cotton fabrics are subject to both a specific
and an ad valorem Iimport charge. In 1935 these figures were 25
percent ad valorem and 4 cents per pound as an added specific
fee. Thls was lowered in 1936 to 20 percent and 35 cents, and
at present the duty is 175 percent and 3 cents.

Printing Presses.

TABLE J
CAIXADIAN TIMPORTS OF PRINTING PRESSES FROM THE UNITED STATES.

Year © Tarlff Treatment Trade Value
1935-1936 15 percent 662,811
1936-1937 10 percent $1,052,434
1937-1938 10 percent $l,644,610
1938-1939 10 percent % 955,378
1939-1940 10 percent 31,498,077

The usual rise in imports whichlms 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 thils ltem 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 liachines.

TABLE K

CANADIAL THPORTS OF ATUING LACLINZS FT0M THE UNITED STATES

Year Tariff Treatment Trade Value
1935=1936 25 percent $ 833,577
1936=-1937 20 percent »l,064,858
19037-1938 20 percent 1,237,755
1938=1939 20 percent $1,050,468
1939-1940 20 percent $l,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 1n
this type of trade. Throughout the entlre five years there has
been a comparatively stable trade volume for this lmport, and
the fluctuations were only minor ones.

As in the case of the previously mentioned item, printing
presses, the rates for adding machlines 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 1s now bound agalinst in-
crease by the new schedule 1.

Total Canadian Imports from the United States.

To provide somewhat of a gulde 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 golde The column on the right indicates the excess of
Canadian imports over Canadlan exports with regard to the United

States, or what might be termed the "unfavorable balance".

TABLE L

TOTAL CALLADLAl 1MPORTS FROM THE UNITED STATES

Year Import Value Import Excess
1935-1936 3312,416, 604 $ 39,297,000
1936-1937 369,141,513 S 24,354,970
1937-1938 $490, 504,978 $118,284,211
1938-1939 424,730,567 $145,972,641
1939-1940 £496,898,466 $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 lmport 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 resulted in a lowering of dutles "on an amount
of approximately 241,000,000 worth of United States exports to
Canada in 1937. This figure, necessarlly based in part on esti=-
metes, 1s 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 Canadien legislation). The amount mentloned
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is in addition to commodities, the 1935 rates of duty on which
are bound against increase, or which are Bound dutv-free, but
from which the 3 percent tax is removed."®

Approximately one-third of the aforementioned sum was made
up of commoditles on which the rates, although reduced in the
1936 agreement, had been lowered still further, or items which
had not been included 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
$80,000,000."4 The remaining two-thirds comprised such items
which, either through special cosmitments or most-favored-nation
treatment in the 1936 agreement, retained their advantage and
remained as such in the new agreement,

The import excesses or the "unfavorable balances" through-
out this five year period have been subjects of varied fluctua=-
tions. The second year of this period showed & decided import
value increase over the first year, and the import excess de-
creased considerably. However, 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 exlistant in the preceding two yeérs.

These phenomena wlll not be analyzed in thls chapter, and

the foregone paragraphs are merely statements of facts as recorded

—

%. 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 winich may have occasioned these figures.

Principal Commoditles Imported by the United States From Canada.

The commodities selected as representative of Canadian
exports to the Unlted 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 1lbs., spruce boards and planks, bran
ard 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 M
ANERICAN IMPORTS OF CATTLE, n.o.p. OVER 700 LBS. FROM
CANADA
Year Tariff Treatment Trade Value
1935-1636 3¢ per pound
1936-1937 (From Apr. 1) 2¢ per pound $ 4,845,075
1937-1938 2¢ per pound ©10,967,644
1938-1939 of per pound i 4,331,946
1939-194C 1Z¢ per pound 11,773,979

American imports from Canada of the heavy-weight class
of cattle, rot specially provided for, may be characterlzed 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 100 percent.
The all time high mark has been recorded in thils latter year.

The rate under the old agreement applled annually to no
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more than three-fourths of 1 percent of the average annual totd
number of cattle, (including calves), slaughtered in the United
States during 1928-32 (155,799 head). The rate under the new
agreement 1s 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, 1is now bound against an increase.®

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 thls agreement and now the present
rate of 1% cents,

Spruce Boards and Planks.

TABLE N

AMERICAN IMPORTS OF SPRUCE RBUARDS AND PLANKS FROM CANADA.

Year Tariff Treatment Trade Value
19356=1936 $3.00 Rev, Tax, ¢1.00 Tariff Rate $3,612,122
1936=-1937 71«50 Rev., Tax, .50 Tariff Rate $5,722,367
1937-1938 31.50 Rev., Tax, % .50 Tariff Rate $6,679,237
1938-1939 %1.50 Rev. Tax, & .50 Tariff Rate 4,396,058
1939-1940 1,50 Rev. Tax, & .50 Tariff Rate 6,676,621

The trade 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 tnils 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.

et ———

5. Tabular Statement of Tariff Changes Resulting from the

Canada-Unlted States Trade Agrement. House of Commons Committee
on Nays and lieans.
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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 53,00 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. 1o change has been made in the tariff treatment on this
product by the new agreement and the present charge i1s bound
agalnst an increase.

Bran and Bran Shorts.

TABLE O

ALIERICAL IMPORTS Or BRAN FROi: CANADA

Year Tariff Treatment Trade Value
1935-1936 10 percent 83,133,301
1936=1937 10 percent 3,861,961
1937-1938 10 percent $2,171,719
1938-1939 10 percent $ 318,702
1639-1940 5 percent v4,647,412

Bran and bran shorts imports into the United States in-
creased slightly in 1936-1937 as compared with the previous year,
but the following yesr saw a slzeable reduction in the trade in
this commodity. The 1938-1¢39 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 against an increase and the 1938 agreement has provided

this item with a 50 percent rate reduction or a new charge of

S percent.
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Agricpltural products are, of course, 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
AMERICAL. INMPORTS OF BARLEY RO CANADA.

Year Tariff Treatment Trade Value
1935-1936 20 cents per bushel $ 1,588,185
1936=1937 20 cents rer bushel $11,767,504
1937-1238 20 cents per bushel i 2,514,165
1638-1939 20 cents per bushel £ 556,287
1939=1940 15 cents per bushel 2 3,276,179

It would be most difficult to characterize the trend of
barley lmports during this five year period dus 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 fourts year value is approximately 1/3 of
the opening year total. The figure for the last year indilc-
ates that more favorable conditions for lmports 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 1in 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

AWERICAl. IMPORTS OF PINE PLAIZS AND BCARDS FROM CANADA

— pthny

Year Tariff Treatment Trade Value

1935-1936 $3.00 Rev. Tax, $1,00 Tariff Rate ?,098,860
2

1936-1937 31.50 Rev., Tax, § .50 Tariff Rate s 906,326
1937-1938 :1,50 Rev, Tax, 3 .50 Tariff Rate $2,315,408
1938-1939 $ 50 Tariff Rate 31,643,814
1939-1940 % «50 Tariff Rate 53,167,306

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 wltnessed 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 rate.
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 charge existed until
1938, The new arrangement renewed thls 1936 tariff charge and

binds the status set by the law in 1938, which repealed the

revenue tax and stated that the total import charge could not exe
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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
AITERICAN IMPORTS OF OATS FROM CANADA.

Year Tariff Treatment Trade Value
1935-1936 16 cents per bushel $ 423,746
1936=-1937 16 cents per bushel $ 69,0656
1937-1938 16 cents per bushel P 35,282
1938-1939 16 cents per bushel & 4,938
1939-1940 8 cents per bushel 32,239,498

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 times the previous high volume in 1935-1936.

The tariff treatment recelved by this item is character-
i1stic of agricultural commodities as has been previously
described. Tne 1935 rate was continued in 1936 by the agree-
ment of that year. The new agreement cuts this charge to 8
cents per businel or 50 percent of the former charge.

Maple oSugar.

TABLE S
AMERICAN IMPORTS OF MAPLE SUGAR FROil CANADA

e, >
e—

Year Tariff Treatment Trade Value

1935-19236 | 6 cents per pound $ 217,976
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1936-1937 4 cents per pound $1,289,776
1937-1938 4 cents per pound $ 508,408
1938-1939 4 cents per pound 31,190,766
1939-1940 3 cents per pound $1,193,411

The trade volume of maple sugarvincreased greatly in
1935-1937, and the slump during the five year period casme 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 flgures even higher than these.

Maple sugar was dutiable in 1935 at 6 cents per pound.
As a result of the 1936 schedule I1II, 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
AMERICAN IiiPORTS OF FOX FURS FROM CANADA

————— peerv—
——————— i ———p——

Year Tariff Treatment Trade Value
1935-1936 50 percent $1,168,047
1936-1937 50 percent @1,526,298
1937-1938 50 percent $1,081,064
1938-1939 50 percent § 786,628
1939-1940 375 percent 31,810,451

The trade value on fox furs rose in 1936-1937 as com-

pared with the perlod 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 ahy others
in the period studied, and places this item among tpe lead~
ing Caradian 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 3735 percent which

should result in a definite stimulation ® trade.

Rye.
TABLE U
Al'ERICAN IMPORTS Or RYE FROM CANNADA
Year Tarlsf Treatment Tradé Value
1935-1936 15 cents per bushel ¥ 2,073
1936-1937 15 cents per bushel $ 1,152,003
1937-1938 15 cents per bushel ¥ 242
1538=1939 15 cents per bushel o 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 this ltem as one of the
smaller American imports from Canada; however, the next year
showed returns which exceeded this first year total by 560
tines. The third year trade value dropped to approximately
1/10 of the first year value, The fourth year import returns
agaln showed signs of an increése and the figure rose to 467 times

the previous year's value. The final year's total was higher

than for any simllar perlod with which we are concerned.
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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
AVERICAN IMIORTS OF TURNIPS FROM CANADA.

Year Tariff Treatment Trade Value
1935=1936 25 cents per 100 pounds  $469,081
1936-1937 12% cents per 100 pounds {785,174
1937-1938 125 cents per 100 pounds $779,416
1938-1939 125 cents per 100 pounds $808,843
1939-1940 125 cents per 100 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 qulte regular. The
1937-1938 period resulted in a slight decrease in this business,
but the two years following, showed successlive lncreases until
the 1939-1940 period when the high-point of thils trade was attalned.
The 1936 agreement reduced the then existant charge of
25 cents per 100 pounds by 50 percent and this 123 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 Unlted
States, this final section will be devoted to a tabulatlon and

superficial discusslon of the general trend of American lm-
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ports from Canada. These figures are the import totals regarde
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".
TABLE W
TOTAL AERICAN IMPORTS FROM CANADA

Year Import Value American Export Excess
1935-1936 $273,119,604 & 39,297,000
1936-1937 w344,786,543 L 24,354,970
1937-1938 5372 ,220,767 118,284,211
1938-1939 3278,757,926 $145,972,641
1939-1940 389,753,598 +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, ‘lhe 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 lmports from Canada and 31 percent of the
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combined free and dutiable imports."6

Further reductions or new reductions were made on
articles, which in 1937 had amounted in value toc about $73,000,000;
in many Instances the quotas were increased to pernit the 1lme
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 Canadlan and American Trade.

To conclude tils 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. Ibild.

8. Ibid.
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TABLE X

TOTAL CANADIAN=ALERICAN MUTUAL EXPORTS AND IMPORTS

American Fave

Year American Exports Canadian Exports  opable Balance
1935-1936 312,416,604 $273,119, 604 ﬁ 29,297,000
1936-1937 369,141,513 $344,786,543 & 24,354,970
1937-1938 $490,504,978 $372,220,767  $118,284,211
1938-1939 ©424,730,567 $2178,757,926  $145,972,641
1939-1940 $496,898,466 $389,753,598  $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 mutual trade annually for the flrst three years
of this period. The fourth year brought a slight reduction in
the trade volume of both countries, and the final year produced
the greatest total of trade velue in the five year perilod.

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 ;reat deal more as compared with the exports to
Canada and an approximate American "favorable balance" of only
424,350,000 was experienced. The 1937-1938 yeerly 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 mnations, the rise in United States ex-

ports far exceeded the rise in American consumptlon of Canadian
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produce, with a consequent American "favorable balance" of
almost $118,300,000. The 1938-1939 figures showed & drop in
the trade betweer these two nations, although 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 "unfavorable
belence" for the Canadians in this whole period was reported.
The year follow'rnz the new agreement brousht with it the high
point in trade value for these entire five years, and with the
greater consumption of Canadian products by the American market,
a slightly less "favorable balance" for the United States.

It must be remembered that the term "favorable balance"
does not mean exactly what it may be thought %o imply. In the
strict econormic sense, this phrase 1s used merely to indilcate
that one country exports nore to another country, than the lat-
ter country has exported to the former in the sane period of
time, or, as expressed in terms of imports, the imports of the
first country from the second are less than the imports of the
second country from the first in the same veriod of time. Such
balances may be the result of & myriad of causes and therefore
cannot be attributed to a certain few reasons. It is also of
considerable importance to note that, although a nation might
nave 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 natlons 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 jmports 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 inferior or undesirable. 1In 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 balsance

of trade between the United States and Canada will become less
marked in favor of one or the other of the nations, which,
objectivély speaking, would be of mutual benefit to both these
lands.

Fowever, any analysls of the figures and facts as found
with regard to Canadian-American trade are to be left for the
remaining chapter in which an attempt will be made to provide
some sort of an explenation for the apparent changes and
variations in this exchange of goods.

With 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 AGREEIIENT AND
CONCLUSIONS CONCERNING IT.

"It 1s 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 American 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

With this statement in mind, it seems apparent that at-
temmpts 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 will, however, be described
are the actual fluctuations in trade wvalues, accompanlied 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 Dy Raymond
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
of this stuff and trying to strike a balance, I seem to make

out that the net increase in forelgn trade that can be ascribed

1. Francis Bowes Sayre, Trade By Treaties” Current
History, January, 1939.
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to the agreements is in an economy such as ours is,small. It
1s small in proportion to what we once had. But it is something.”
Having now dismissed the purely statistical approach to
the analysis of trade agzreements, a brief study of each of the
cormodities mentioned in Chapter VI will now follow, after which

certailn 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 zoods, that is, machinery of all
types. Throughout the perlod with which this study 1s concerned,
there has been a steady 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 actlvity 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 flve 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

5. Reymond lLloley, "Mr. fjull's Trade Policles", Newsweek,
January 22, 1940.
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which resulted in an increase in Canadian domestic producﬁion,
necessitating in many cases large imports of machinery, and
where this domestic rroduction seemed inadequate, the purchase
of finished products of all types from the United States. The
figures for thls 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-
fect of sharply reducing imports on "luxury" commodities which
could be foregone at times of such a marked purchasing disadvantage,

Fifthly, for the 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 desplite recent tariff reduc-
tions. These branch plants, if equipped to complete the product,
rely on the United States merely for ceapital, machinery and re-
placements for machinery; however, in many cases these unlts are
simply assembly plants and in this case they ook to the home-
plant for parts and semi-manufactured materigl in addition to
the previously mentioned factors of production.

Sixthly, there must always be considered the effects of
the “ritish Prefercntial Rates which permit England and the other

Empire countrles to compete for the Canadlan market on terms more
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favorable than those winich the United States now receives.

Lastly, and as a seventh consideration or group of con-
siderations, there are the numerous less obvious and apparent
factors whica 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 zroup does not by any means exhaust the list of elements
which act as forces for the variation of trade volume, but, com-
bined witu the six previous factors, they seem to be the ones
which should be given the closesf attention in the further in-
vestisation of trne trade probleii

To show the actual variations in the trade volume of
certain commodities to wihicn previous reference was made, the
following tables were devised to illustrate more clearly the
actual degree of chanie 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 four years are shown

e related to tniis normal period,

Oranges.
TABLE Y

TLDEX OF Cal ADIAYN ILPORTS OF ORALGES FrOli THE UNITED STATES

Year Tariff Treatment Index Number
1935-1936 35¢ per cu. ft,. 100
1936-1937 35¢ May-Dec. Free Jan.-Apr. 118
1937-1938 35¢ llay-vec. I'ree Jan.-Apr. 135
1938-1939 35¢ May-Dec. ir'ree Jan.-Apr. 105

1939-1940 35¢ AugeDec., '‘ree Jan.-July 107
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As indicated by the index numbers, the steady rise of
ilmports 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 slump, there was a decline
in orange imports.

Oranges mi:ht well be included in the group of luxury
commodities. although this is not entirely the case, certainly
1t is a product whic: could be sacrificed for others which are
more vitally a part of .ian'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 Iree-entry period indicates that
attempts 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 vower to buy these luxury
commodities,

Automobiles.

TABLE Z

ILDEX OF CalLADIAL :1..FPORTS OF AUTOMOBILES FROM
THE Tii%ED STATES

Year Tariff Treatment Index Number
1935-1936 20, 30 or 40 percent 100
1936=1937 17% percent 319
1937-1938 17? percent 699
1938-1939 175 percent 581
1939-1940 174 percent 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.
With increasing prosperity in the 1935-1938 period, the im-
port figures rose almost seven-fold. The 1938 slump showed
somewnat of a reduction in purchases abroad but the "car
habit" had already been sufficiently implanted in the Canadian
business world so that the automobile was at that date already
almost in a "necessity status", and it would seem reasonable
to believe that the largest percentaze of surcnase decreases
was experienced amonz buyers wno used cars merely for strictly
pleasure purposes or who had formerly owned several cars and
now got alongz with only one.

The past year besan rather favorably for the American
automooile exporter but the comparatively high tariff, coupled
witn tie more recent burden of an adverse exchange rate, ef-
fected a reduction in tnis trade in the later months of this
year. Pernaps some compensation will be realized in a stimula=-
tion of purchases by the Canadian Covernment of cars suited
for war purioses and this should aid automobile trade to a
large extent. However, to meet this latter demand, 1t would
seem higznly probable that the Canadian branch plants of
American automotive manufacturers will expand enormously
and imports of parts will assume larger proportions when com-
pared with trade in the finished products.

io change in the tariff has been made since the 1936
agreement and the present charge seems quite satisfactory in
view of the fact that there were steady increases in this trade

despite trade depressing influences.,
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wining iiachlnery.

TABLE AA

INDEX 0¥ CAUADIAN IwmPCRTS OF MIWING .LACAIHERY
FrOid TrE UNITED STATES

Year Tariff Treatment Index Number
1935-1936 25 percent 100
1936-1937 20 percent 136
1937-1938 20 percent 287
1938-1939 20 percent 234
1939-1940 175 percent 258

lotes Fizures for the rear 1935-1936 were not available
and taherefore ar. estimate of 2,000,000 was made for the
value of trade in trat year. Despite the arbitrary na-
ture of this 1v3c figure, tie other yearly numbers have
been related to tnls figure and are therefore significant.

The period under observation was one of record production
in the niining industries. Significant _ncreases in mining during
the first three years of tu.is era necessitated, of course,
larger purchases of mining machinery from the Unlted States
since such macninery is not produced in sufficient quantities
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 reducin; purchases of new equipment until a more
favorable outlook was in order and this way have been the rea-
son for reduced importation of mining machinery. In 1939, min-
eral industries established a new production record in excess of

:,1,4.-'70,000,000,"5 and such a volume of production, to a large extent,

accounts for the increase of mining machinery nurchases since more

prosperous days seemed 1n view,

3., Avery r. Peterson, 1939 Review, Annual Economic Report
of Canada.
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The tariff revisions on mining machinery hawe been most
liberal and the 1938 agreement brought about the second down-
ward revisions of the 1935 rate. The main factor affecting the
trade Increases s most certainly the growth of mining in Canada
but more liberal tariff concession cannot but help this trade
and bring about a more e:itensive use in Canada of newer and more
efficient machinery in tne place of out-moded equipment.

Textlle liachinery.

TAZLE BB

I7DEX OF CAUADIA. I1LPORTS OF TELTILE .ACHINERY
FROMA ToE UTITED STATES

Year Tariff Treatment Index Number
1935-1936 10 vcercent 100
1936=1937 5 percent 134
1937-1938 5 percent 167
193c-1939 5 percent 127
1939-1940 5 percent 165

The textile industry in Canada has been one in which large
strides have beer. taken in the past few years. The easy acess
to Americen raw cotton, tue favorable terms on whicii wool may be
obtained from other Empire nations and the jrowth of artificial
silk mills has made ti:i1s one of the leading industries to be
develope< 1in recent years.

The index numbers reveal that despite the 1938-1939 slump,
when all Canadian industry suffered from a perilod of buslness
stagnation, imports of machinery to carry on this manufacturing
increased steadlly and the 1939 flgures are again ln the close

proximity of the 1937 high. The war developments 1ln September
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of 1939 created an immediate and widespread demand for all types
of textiles,4 and this resultéd in an increased demand for
machinery on which to produce these textiles.

For the most part thenm, the trade increases are consistent
with the needs of a rajidly expanding industry and the 1939 figures
are made a bit abnorzal verhaps by the increased demands of a
country at war. It must always be remembered, however, that with
tne larger demands there also came the adverse exchange and these
two would 1n many cases counteract each other so as to nullify
the favorable or unfavorable effects of either of tiem, and this
1s true of all imports of Canada from the United otates. However,
when the demand is abnormal as would be the case in a war econony,
the unfavorable exchange might only act as a restraining force
and there would still be incireased imports from abroad.

Tarlff treatment, altrou:h favorable, does not seem to have
been particularly effective in increasing imports but they cer-
tainly did not restrict this trade.

Aluminum and aAluminum Products.

TAPLE CC

IWDEX Or CAnADIAL I.L.PORTS OF aLU:ILLUM AND
ALULINU,: PRODUCTS =00 Tul UNLITED STATES.

Year Tariff Treatment Index Number
1935=1936 30 percent 100
1936-1937 30 percent 107
19037-1938 30 percent 153
1938-1939 30 percent 75
1939-1940 27% percent 100.04

4, Ibid.
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With the exceptions of 1937-1938 when aluminum imports
rose to 153 percent, and the following year when they dropped to
75 percent, this trade has been subject to but little change
taroughout 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 optimism 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 menufactures. The equally marked decline in im=-
ports in the following year is more easily understandable
in the 1light of general business trends and possibly a panicky
attitude following the slignt business decline.

The stable volume of aluminum imports may be interrupted
by another declsive rise, when more Canadian war materials
contracts are given out. To meet the abnormal demands for
this emergency, American exports will have to increase to a
very large extent and thils should be extremely beneficial to
the producers of this material. Although it 1s gquite im=-
possible to estimate, one would be lead to believe that the
recovery of tihis trade to slightly more than the 1935 level is
largely a result of war purchases.

Since the tariff revisions have been only slight, it
18 no wonder that wi.atever changes have taken place cannot be
attributed to this cause. The rate 1s still rather high and
it would appear that in order to stimulate this d€rade, a re-

duction larger than that of the 1938 agreement will have to be

made.



Threshing iachinery.

TABLE DD

IN¥DEX OF CALADLAL IHPORTS OF THRESAING .ACHINERY
FaOl, THE UNITED STATES

Year Tariff “reatment Index Number
1935-19036 25 percent 100
1036-1937 7% percent 3009
1937-1938 vf%- percent 3040
1938-1939 7§ percent 12,523
1939-1240 75 percent 16,740

Car:adian inwvorts of threshing machinery, and in fact, all
types of azricultural inplements would indicate that the astound-
ing trade increases in this line are a consequence of almost a
purely agricultural stimulus. To a large extent thls is true.
The drou:ht of 1936 in the United -tates necessitated the pur-
chase of zrain from abroad and Canada needed more machinery to
harvest its =zbundant crop. oSince then Canada has been enjoying
even larger znd better years of .rain production and this pros-
perity permits the Canadizn farmer 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-vear perlod
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 experlenced 1its most

marked increase for the entire period.

The 1939-1940 figures show the effect of increased wheat

production for war 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 Csnadian farmer anticipated this
possible rise in demand, there seeaus to be no other satisfactory
explanation for this phenomenon of intensified efforts to raise
a plentiful crop.

Tals 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 tnils more liberal policy must have had a
marked effect in stimulating Canadian purchases of these products.
Tnerefore, along iith the major effect of large harvests, the
rate reductions have alded this trade remarkably.

Electric liotors.

TABLE EE

1IiDuX Or CAMADIAL LNPORTS OF ELECTRIC [.0TORS
F0i1 THE UNITED STATES

Year Tariff "“'reatment Index Number
1935-1936 37% percent 100
1936-1937 30 percent 140
1937-1938 30 percent 213
1938-1939 30 percent 169
1939-1940 25 percent 170

Electric motors are imported by Canada for the most part
for use in 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 100 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 by importers of electric
motors and the last year under observation has not indicated
any tendency for arother rise in these trade Ticures.

The 1939 totals were, of course, greatly enhanced by the
war demands, but, even with thls added stimulus, the rise as shown
by the above table reveals an increase of only 1. In view
of the comparatively chesp and abundant supply of hydro-elec-
tric power in Canada, 1t might be believed that a more
zeneral use of talis form of power would be made and as a
conseyuence a wider use of electrical apparatus. This does
not, however, appear to be the case, and tils fallure may be
attributed to increased purcnases from other countries, in-
creased domestic production, or perhaps to the fact that the
saturation voint in demend nas been reached for the present
stage of Canadian industrial development.

The tariff concession granteo by the 1936 agreement must
have aided arlerican sales of electric motors and the additional
reduction made by the new agreement is another step 1in the direc-
tion of trade stimulztion. 7“he rate of 25 percent as it now
exists 1s still quite high when compared wit:l the British pre=-

ferential rate of free-entry.
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Unbleached Cotton Fabrics.

TAZLE FF

IiDaX OF CAILADIANl IMPORTS OF UNCZLEACHED COTTON FROM
TEE UNITED STATES

Year Tariff Treatment Index Number
1935-1936 25 percent, 4% per 1b. 100
19356-1237 20 percent, 3§¢ per 1lb. 133
1937-1938 20 percent, 3?¢ per 1b. 262
1938-1¢39 20 percent, 33¢ per 1b. 108
1939-1940 174 percent, 3¢ per 1lb. 292

The first two jears of the period found cotton imports
closely in line with business activity. The decided rise in
this figure in 1937-1¢38 is difficult to explain, since,at
least superficially, there does uot 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
creiited with a fevorable 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 bEritein,

There is good reason for believing that if the war had

not been started, the Canadian imports of this commodity might

have fallen off considerably or at least remalned but a few

points above the 108 index of 1938-1939., This decision is

based upon the filgures 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 by the trade agreements to increase
tiis trade, it would seem that Canada is more desirous of pro-
ducing textlles at home than taking advantage of the American
low-cost production and the benefits of lower import charges.
Unless much creater rate lowerings are effected it 1Is doubtful
if imports of this commodity will again attain great heights
under normal conditions.

Printing Presses.

TABLE GG

INDEX OF Ca..aDiai TIiii GLTs OF PRLLLLING PRESSES
FRrui: ©1nE UNITED STATES

Years Tariff Treatment Index Number
1935-1936 15 percent 100
1936-193"7 10 percent 158
1937-1938 10 percent 248

- 1938-1939 10 percent 144
1939-1940 10 percent 226

Closely adhering to the general busimess level of the
past five years are Canadian imports of printing presses. The
rise in the first three years has been most gratifying to Ameri-
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 perilodicals as a result of more prosperous times,
and this lead to a demand for newer and :siore efficient printing
presses. The relative slump in the following year may then be
attributed to the laci- of the purchases of printed matter, and
the fact that publisiners &nd printers had found their equipment
at that time quite adequate to handle these demands.

The past year which was headlined by the crisis and the
war has again affected the wider circulastion of all types of
printed matter, and again there is evidenced thils increased de-
mand for additional equipment to meet these needs.

Although a tariff reduction was granted on this commodity
by the 1936 agreeiient, 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 1f it does not
perravs act as a direct trade stimulant, it can certainly not be
described ss prohibitive or detrimental to this commodity's
intercourse.,

Adding ..acrines,.

TablLE =H

INDEX OF CANADLAN L .PORTS Cr ADDING iACIZINES
FRO:: THE UNITED STATES

Year Tariff Treatment Index humber
1935-1836 25 percent 100
1936-1937 20 percent 127
1937-1938 20 percent 148
1938=1939 20 percent 124

1939-1940 20 percent 149
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Because of the direct association between this import and
business operations, it 1s 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 strusgle along with what mach-
inery they possessed until the return of more favorable times
for these purchases,

The 1939-1940 fiures are a iiigh for importation of adding
mac.:ines but, perhaps, tnese present only a distorted picture of
what the actual picture would 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 1is finding a strong comn-
petitor on the Canadian market. tinally, there is the consldera-
tion, inherent with war conditlions, which is that, perhaps, under
these condltions, 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 productlve power from the manufacture of tais
type of machinery, to create a concentration in the war Iindustries
menufactures. Therefore, this complex situation mekes 1t 4iffi-

cult to estimate what the future will be for imports of the type



- 218 =
just examined.

The tarlff treatment of adding maciiines has ftaken the form
of a sirgle reduction by the 1936 agreement. Due to the afore=-
nentioned reasons, it is difficult to atte:rpt an evaluation of
the effects of the trade policy, but it would appear that, wi the
out a more drastic revision of tnis rate, domestic production
mnight soon replace a large portion of annual purchases which

have been made, up to the present, mostly in the Unlted States,

American Imports of Canadian Products.

As was done in the case of trade in the direction opposite
to that to whicin tals section 1s devoted, before entering upon
a detailed description of specific commodlities and the factors
which resulted in their e..change, it is well to make a preliminary
survey of underlying considerations which may have been instru-
mental in regulating or stimulating American imports from Canada
as & whole,

Pirstly, ctne bulk of waerican imports from Canada on
which duty charges are made, are a ‘ricultural products. These,
altnough representing sucn a large portion of this trade, are in
most cases but 2 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
times of severe drousht, such as in 1934 and 1936, have these
imports reached any considerable proportion, and the following
years showed a rapid return to normal. Based on these premises,
1t 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 frow Canada of certain of these agricul-
tural products in wiich domestic production would only be carried
on at a comparative disadvantage.

Secondly, the large purchases by Canada of American
machinery have given tlie United Statesthe ablility to buy more
extensively of these agricultural coimodities wilthout the loss
of its favorable trade balance.

Thirdly, the repeal of prohlbition had a decided effect
on American purchases of malt and rye and similar products which
are essential in brewing, and in the distilling of alcoholic
spirits. Tnls demand was met largely through purchases from
Canada.

Fourtnly, the present war has so affected the exchange
rate as to sive American purchasers a sin_ular advantage when
buying from Canada. This should _reatly enhance Canadlan ex=-
portation unless t.eir supplies of raw materials become so
costly or scarce as to force prices up beyond the point of favor-
able coupetition wita other nations for the American market.

Fifthly, in an attempt to aid the business recovery in
the United States, there has been inaugurated an extensive bulld=-
ing pro:sram, and purchases of lumber from Canada should be
greatly increased as a consequence, especlally in those types of
wood in whiich the domestic production 1s more costly or more
profitably used for other purposes.

Sixthly, and lastly, there are the numerous ever nresent

forces which lead to international trade, including changes in
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the price levels in the countries involved, depletion of do=-
mestic supplies of certalin raw materials, changes in tastes
and desires, and non-economic tendencies whicl direct trade
along channels wilcn might not otherwise be used.

The position of the United States in recent years has
been quite definitely that of a creditor nation but in spite of
tinis it has been concerned primsrily with newer and more exten-
sive markets for the vroducts of 1lts nuierous export industries.
All efforts have been concentrated upon this endeavor and as a
result the American nation has developed a one-sided economy
which seeks to export and refuses to import. Therefore, any
foreisn produced commodities which have entered the Unlited States
in recent years have done so only because of very real and often
abnormal conditions, rather t.an as a normal exchange of goods.
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. How long such an economic-
2lly unsound policy can continue, 1s a matter of conjecture, but
1t would seem plausible that sometninz will have to be done to
stimulete imports if ezports are not to be seriously curtalled.

Although the situation is not as grave as would be the
case under a purely bi-lateral policy, a survey of American 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 prosram can zo 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 wlll have little
effect.

We shall now investigate the fluctuations in trade value
index fizsures for the commodities chosen previously, in Chapter
Vi, as representative for the five-year period from 1935 until
1940.

Cattle, n.o.n., over 700 lbs.

TABLE II

LUDEX 01 AT CALD INIPORTS OF CATTLE, n.o.p., OVER
700 LES. RO CALADA

Year Tar:iff Treatment Index lL.umber
1935~1936 3¢ per pound 100
1936-1937 (after Rprln2¢ per pound 161
1037~ :.938 per pound 365
1938-1939 ? per pound 144
1939-1940 15¢ per pound 392

Note: Because of changes In the classifications
of cattle and incomplete figures for the first
two years of this period, an arbltrary estimate
of 3,000,000 head was set for 1935. The figure
for 1956 used in this calculation is that indica=-
ted in Table i which is for imports after April 1.
The figures for the remaining three years are
shown as related to the arbltrary 1935 total.

Despite the apparent inadequacy of statistical substantia-
tion for the above tabulated flgures, 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, respectlvely.

Recurrent droughts and impoverished pastures in the United
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States 1n the years 1934 to 1937 would explain the rise of these
imports in the earl: portion of the five year period. The 1938=-
1939 year was one of business recession, and in all types of im-
ports a marked reduction was experienced. Although imports of
foodstuffs would not be as readily the object of trade curtail-
ments in time of business 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 grazinz conditions and
tne purchase of younger cattle to be fattened in the United
States, and tiis simllarly lead to the low import returns in
1933-1939.

Domestic shortage and the nhign prices of meat have once
more swelled the figures of Canadian exports of these animals,
and the 1939-1940 returns show a new hign for ti:ls trade. How=-
ever, Canadian beef cattle numbers have declined, while Canadian
per-capita consumption of beef has increased so that export
marketings of cattle are likely to be curtailed.® Since high
transportation costs and American quarantine restrictlions pre-
vent imports of dutiable live cattle from countries other than
Canada and Mexico, trade with thls latter country should increase.

The duty rates on this item have been reduced but slightly,
but the quota permitted to enter under the new rate has been
increased. Under normal conditions, the tariff would have little
effect on imports of thils commodity, although vurchases from
Argentina, a non-agreement country, would be somewhat affected.

However, one 1s 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

IIDEX OF AlERLCAI IMPORTS OF SPHRUCE SCARDS AID PLANKS
FROH CANADA

Year Tapriff Treatment Index Iiumber

1935-1936 {;3.00 Rev,Tax, .1.00 “ariff Rate 100
1936=-1937 1.50 Rev.Tax, & .50 Tariff Rate 158
1937-1938 +1+50 Rev.Tax, ¢ o0 Tarlff Hfate 185
1938-1939 .1.50 Rev.Tax, & .50 Tariff Rate 121
1939-1940 1,50 Rev.Tax, % .50 Tariff Rate 184

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.
m-ig getback in industrial progress had numerous repercussions
throughout the nation and 1t 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 United 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

nas 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's plans of a new or improved home.

4 large amount of credlt should be given to the trade agree-
ment of 1936, and the continuation of that action by the 1938
arran-ement must have had a considersble effect in facilitating
the purchase of the newly demanded supply of lumber. A reduc-
tion of 50 percent in both the specific tariff rate and the
revenue tax cannot nelp but encouraze trade and the complementary
effect of increased demand and lower import charges should make
tuls trade nost profitable to both countries.

Juch 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.

TASLE KK

I7D X OF ALERICAN 1LwPORTS OF BRAIL Al:D BRAN SHORTS
FROM CA: ADA

Year Tariff Treatment Index Number
1935-1936 10 percent 100
1939-1937 10 percent 123
1937-1938 10 percent 69
1938=1939 10 percent 10
1939-1940 5 percent 158

American imports of bran and bran shorts may well be con-
sidered as typical of the virtual agricultural independence of
the United otates with respect to most products in this group.
Under normal conditions, there 1is little demand in the United

States for imports of most agricultural products and only in times
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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=-
clded 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 sultable 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 final con-
sideration there 1s the effect of the favorable exchange rate
which makes the already low priced bran sales more attractive to
thé American buyer.

The imports of this commodity seem to fluctuate lirrespec-
tive of tariff manipulation, since, when a constant rate was be-
ing used, there were both high and very low points, which fact
seems to indicate that other factors are of more importance.
However, as has been intimated, 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 1L

INDaX OF A.nrICAL THPORTS OF bBAILEY FhOi CALADA

Year Tariff Treatment Index Number
1935-1936 20 cents per bushel 100
1936-1937 20 cents per bushel 740
1937-1938 20 cents per busnel 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 Unlted States and can not
be looked upon as indicative of a general tendency for more
volume for tizis trade.

The years 1937-1939 repeat the experience of bran, in
that imports were immediately reduced when normal domestic pro-
duction was realized. The low mark for this period of 35 in
1938~1939 should serve to indicate the self-sufficlency of
american barley production in most years.

One large and vital factor, however, cannot be overlooked,
and that is the sudden and huge increase in the d:mand for barley
which was occasioned by the repeal of prohibition in the earyy
part of this period and for which the domestif farmer was not
prepared. uLow that this new market for malting barley has been
uncovered the farmers have increased thelr plantings and once

again, given normal conditions, the United States will become an

exporter of this commodity.
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Unfavoranle 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, tarlff treatment seems
to have little effect on the volume of imports, except that
should a snortage occur, i1t would be most advantageous to meke
the purchase from Canada.

Pine Zoards and Planks.

TAELE kil

TNDEX OF AMikiCAli ILPORTS OF Pili. BCARDS AND PLaihKS

F..Cii CA.nDA

Year Tariff Treatment Index Number

1935-1936 43,00 Rev. Tax, ,1.00 Tariff Rate 100
1936-1937 ;1,50 Rev. Tax, .50 Teriff Rate 109
1937-1938 .1.50 Rev. Tax, i .50 Tariff Rate 110
1938-1939 ; +50 Tariff Rate 78
1939-1940 .50 Tarlff Rate 150
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Following closely the trend line of American imports of

spruce lumber, similar purchases of pine have been governed for
AN
the major part by 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

prospective tullder, and permitted home production to catch-up
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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 wilch made the Canadian timber a much better
buy.

The tariff reductions must certainly be ziven due credit
for their effect on this trade despite the fact that the abnor-
mal conditions of thrls nast period have in many ways tended to
nulllify the atteupts of this legislation., Two distinct and gen-
erous concessions have been made on this item, but only when the
present cnarge 1s comgared witn 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
tradesand coupled with the possible plant expansions which may
result from increased war demands, this item should be ore of

great value to Canada ‘n the near future.

Oats.
TABLE NN
IFMDEX OF AL.RICAI IMPORTS QF OATS FROM CANADA.

Year Tariff Treatment Index Number
1935-1936 16 cents per bushel 100
19036=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 the experience of anydaf the commodities here-

tofore examined, the imports of oats from Canada have declined
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steadlily 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 peevious year's total.

During the 1936 drought there'was a shortage of 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 United States.

The 1938-1939 returns siow an all-time low for these im-
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 advantage of securing a supply from a country
which 1s operating on a depreciated currency.

Tariff reductions suci as that granted in the 1938 agree-
ment do much to enhance trade with countries which are recipients
of such concessions and therefore the past year's revision of the
import dity must be credited with being an lmportant factor in
orientating this trade to Canada. The maintenance of this low
rate may make it more advantageous for American producers to
specialize in other grains, and permit the Canadlan farmer to

maintain his strong position in the American market.
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Maple Sugar.

TAELE 00

INDEX OF AHMERICAN IMPORTS OF 1.APLE SUGAR FRCiI CANADA

Year Tariff Treatment Index Number
1935-1936 6 cents per pound 100
1936-1237 4 cents per pound 500
1937-1938 4 cents per pound 233
1938-1239 4 cents per pound 546
1939-1240 S 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 thls annual figure was almost
six times the previous total. This is certainly an excellent
example of how the tariff can and does cause, whenever possible,

a siift to the use of a more economical or less dutiable sub=-
stitute. Although the reduction would appear to be a minor one,
a clogse 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 speclal
purposes. The decided slump in imports in 1937-1938 may have been
the result of a particularly good year 1in 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 shiowed 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.
The 1939-1940 figure shows a slight increase over the 1938-1939
total despite such factors as Canada's dspreciated currency which
might have incited larger purchases of this product. Increased
buying of maple syrup may have replaced much of this trade.
Fox Iurs.

TABLE PP

INDEX OF ALERICAI IKPORTS OF FOX FURS FROM CANADA

Year Tariff Treatment Index Number
1935-1936 50 percent 100
1936=-1937 50 percent 130
1937=1938 50 percent o2
1038-1939 50 percent 67
1939-1940 37% percent 154

In the production of black or silver fox furs, the United
States 1s the second largest country in importance, surpassed
only by Norway. Since these furs are obtained from "fox-farms",
the domestic market is well supplied, especially in the lower
grades., The imports from Canada are mostly compbsed of high-grade

furs or special colors and varieties, and therefore do nbbt compete

-

with the domestic product.

The trend of purchases of these furs has followed the course

of business prosperity and, fur being & luxury commodity, imports
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are, of course, prone to sharp reductions in times of stress.
Therefore, the business slump 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 reduttion, and the favorable
exchange have all contributed to restoring fox-fur imports to
a position among the leading Canadian exports to the United
States, but ¢« variation of aiy one of these component forces
may have a very drastic effect on this tréde.

The present duty of 375 oercent still provides the Ameri-
can fox-farmer with émple 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, and, 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.
TABLE QQ
INDEX OF AMERICAN IMPDRTS OF RYE FROM CANADA
Year Tariff Treatment Index Number

1935=1936 15 cents per bushel - 100
1936-1937 15 cents per bushel 55,571
1937-1938 15 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 by 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 100 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 Unlted 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 im-
poverished domestic supply and Canadian exports made up fopr tThe
shortage. Continued poor crops have raised these imports 1n
1939-1940/§ofigure 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 earller yéars the trade volume seemed to
fluctuate irrespective of any tariff barrier, it would seem im-
probable that the newconcession will do much to encourage these
purchases from Canada, although, 1f purchases are necessary, the

low rate would make buying in that land less costly.
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Turnips.
TABLE KR

I0D=X OF ALERICAL IiPORTS OF TURNIPS #:O0M CAIADA

Year Tariff Treatment Index Number
1035=1936 25 cents per 100 pounds 100
1936-193"7 12»%— cents per 100 pounds 167
1937-1938 12? cents per 100 pounds 166
1938=-1939 12? cents per 100 pounds 172
1939-1940 125 cents per 100 pounds 183

A commodity such as turnips would in all probability be
less subject to the effects of abnormal demands than any pro-
duct wnlch has as yet been studied. That is, no significant
developments in recent years have contributed to violent in-
creases or decreases in tals trade and therefore the trend of
these imports siould be somewhat indicative of the tendency which
most 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 willl increase but slightly. The
increases following the establishment of the new charge being
but minor ones as compared with that following the change would
Lear 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 whici she has been in the habit of doing. Canada
continues to be the principal supplier of turnip imports to
the United States, and the reduced tariff should insure this

position for the future.

Conclusions Concerning the 1938 Trade Agreement.

In terminating this study of trade agreementsand 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 coumerce.

Of the sincerity and diligence of the formulators of this
policy, there can be but 1little doubt. The Amerilcan Secretary
of State, ..r. Hull said of it, "I invite any person to show a
sinzle instance of general tariff readjustment either upward or
downward in the entire fiscal history of the nation wherein
there has Dbeen exercised as much impartiality, care and accuracy
as to facts as has uniformly characterized thé negotiation of
our twenty-two agreements, - or any more solicitude for the wel-
fare of agzriculture, labor, business and the population of the
country in its entirety."6 To which r, Raymond iloley adds,
Myith tiis statement no one who has made a failr appraisal of the
situation will dissent. There has been sclence, sincerity and

infinite pains in the effort to increase foreign trade through

6. Raymond lloley: r. Hull's Trade Policles. 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 instrument, it would be done.™’ 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 Lir. Hull adduced statistics which revealed that, "be-
tween 1934 and 1938, United States exports to trade-agreement.
countries had increased 61 percent; that United States farm cash
income had risen from 4,700,000,000 in 1932 to ¥7,600,000,000
in 1938, exclusive of benefit payments.h8

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, 252,000,000 was in tea, coffee, rub-
ber, silk, bananas and bther items, non-competitive with United
Statest 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, Ir. Hull can show

conclusively, did not displace United States farm products; they

supplemented the United States! supply and prevented a shortage.

7. Ibld.
8. Hull Upholds Trade Act before House Commlttee: Life,

January 22, 1940.



- 237 =

Further, they came in because farm prices were high, and their
only effect on domestic prices was to check a rise to famine
levels, thus benefitting all consumers, - including farmers who
bought livestock feed."9

"What iir. Hull points out is this: When farm income is
high, farm imports are high, and vice versa, - simply because,
when Unlted 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,"10

Wltn rezard 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. i.anifestly 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,"12

To supplement these defenses of the trade program, it is

well to note the view of a lifelong Republican, Mr. Thomas W,

9. Salnt in Serge: Time, January 8, 1940

10. Ibid.

11. Ibid.

12. Francls Bowes Sayre, Trade by Treaties: Current History,

January, 1939,
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Lamont, who says, "Naturally, 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 éxtent 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 maintaining and increasing America's foreign commerce,"13

In these appraisals of the reclprocal-trade policy, great
stress has been laid on the rise in American exports with little
regard to the effects of this on forelgn markets. However, an
understanding of the principles of foreign trade will reveal that
the importing country is as much a beneficiary from these imports
at low prices as 1s the exporter in the form of increased national
income.

"Bach 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 driginal sale; and increased purchasing power 1s
what makes prosperity. Trade increases employment, creates pro-
fits, and raises the general level of well-being.

"Tf the domestic consumption of some commodity thus in-

15, Thomas Lamont: Trade is a Iwo-Way Street, Collier's
March 9, 1940.
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creases by, say, 100,000 units, we can well afford an increased
importation or say 10,000 units, for our domestic producers will
be selling 90,000 more units than before,"l4

Particularly with regard to the United States, since its
economy has been expanded to a point where ::i1lions of workers are
engaged in industries whicin have become wholly dependent upon
foreign markets, some effective way had to be found to increase
markets abroad and under present-day conditions, "the most
practical way to acnieve thlis 1s b~ a series of agreements with
individual countries to barzain down excessive trade barriers and
reciprocally to guarantee each other's trade agalnst discrimina-
tion. The real odjective of the progsram is to benefit all pro-
ducers alike by restorlnz prosperity through increased trade.
Increased domestic :izrkets constitute our objective quite as
much as increased foreign msrkets.'"ld

Time and time again, in the formulation of a trade policy,
the administrators have run up against narrow sectional attitudes
which feel trat 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 measures.”® "And I have no doubt
that the six ilew England governors and others in opposition are
entirely sincere in their conviction of the temporary: disadvan-
tage of these trade pacts to some of their local industries. 1t
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, Francls Bowes Sayre, Trade by Treaties: Current
Jistory, January, 1939.

15, Ibid.

l6. Ibid.
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those very industries that now complain will benefit from itheir
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 of achievement has been realized. "By means of the trade-
agreements prozram, 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."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. "It is of particular
interest that just as the United Kingdom wants to buy those of
our goods wnich are primarily agricultural, so Canada wants to
buy those of our goods which are primarily lndustrial. 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."19

The next step to be taken, now that the Hull program has

so conclusively proven itself to be a remedy for trade stagnation,

~17. Thomes Leamont, Trade is & Two-Way Street, Collier's

March 9, 1940.
18, Francis Bowes Sayre, 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 wlll 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 nationalisia, 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 feellng of security and international co-
operation might result. The reciprocal-trade policy 1s certalnly
one of the most important and effective steps toward the attain-

ment of that goal.
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TABLE 1
SUILIARY OF T-E ToADE QF CAnaDA WITH 1UHE UNITED STATES,
1868-1940.

Year Canadian Imports Canadian oxports
1868 22,660,132 25,349,568
1869 21,497,380 26,717,656%
1870 21,697,237 30,361, 328%
1871 27,185,586 29,164,358%
1872 33,741,995 32,871 ,496%
1873 45,189,110 38,232,015
1874 51,706,906 34,378,999
1875 48,930,358 28,923,055
1576 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
13c6 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 37,178,909
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 74,324,923 41,082,237
1899 88,506,881 431,122,370
1900 102,224,917 59,962,905
1901 107,377,906 70,406,841
1902 115,001,533 69,562,232
1903 129,071,197 71,209,969
1904 143,329,697 70,713,053
1906 152,778,576 75,563,015

# The figures for these years are for exports of Canadlan pro=-
duce alone, for the remaining years they represent this total
plus foreign produce sent through Canada,

Note: These figures do not include gold movements, and the
totals are for the fiscal year.
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Year Canadlan Imports Cansdian Zxports
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
1012 396,302,138 176,948,299
1915 297,142,059 186,342,856
1916 370,880,549 216,669,262
1917 665,312,759 290,578,773
1018 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 515,968,196 304,104,177
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 868,012,229 525,816,546
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
19356 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
1939 412,476,817 386,596,715 1

1. Trade of Caneda:

Department of Trade and Commerce.
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