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FREIKR TRADE RELATIONS BETWEKEN THE UNITED STATES

AND CANADA

The present discussion might be called a kind of after-
math of the wlde Interest shown in the recent attempt at
reciprocity between the United States and Canada. The purpose of
this paper 1is to attempt to show that freer trade relations
between the two countries ape desireable and practical both
for the Ameéericans and for the Canadians. The subkject will
naturally lead us into a discussion of the nature and extent
of our trade with Canada,of the question of international trade
with 1ts two phasas of free trade and protection,and of the
politicél problems arising therefrom. Nothing but a rather brief
treatment of such a large subjJect can be undertaken here, Duming
and after the campaign for reciprocity many excellent articles
on the subject appeared in various =wmnglish,Canadian and
American magazines,ard many other articles which were not
excellent hecauege they were written by men biased strongly 1in
one direction or the cther. .hat is attempted here is to gilve
a treatment of the subject which,although because cof ils
briefness can not be exhuustive, yet will be more complete
than the articles wriiten in the heat of the campalyn,or
immedintely after, as a rule the articlea referred# to concerned

lggmselves with only one or two phases of the subject,either



ignoring or minimizing other phases just as important.

I. Nature and extent of our trade with Canada.

The first thing we are concerned with is the nature und
extent of our trade with Canada. To help wus understand the
general nature of this trade let us briefly compare the two

countries,an to size, location,climate and population.

The area of Génada is 3,745,574 square miles.This is as
large as is the Unite States with the Philipines and Hawaii,
Although Canada lies north of the United States, it is not
wholly in the frigld zone as is sometimes imagined. Its c¢limate
permits of a great variety of crops other than wheat; the

southc¢rmmost point of Canada is in the same latitude as Rome,

The population in 1911 was 7,204,527, an increase of 24,13%
over the vnopulation in 19n1. ¥pom 1897 to 1905,643,543 immigrants
arrived,of whom 36% were British,33% American,and 32% of other
nationaiities., With the exception of the large nurber of
French in Canada and the negroes in the United States,the

composition of the populaetion of the two countrles is much the

same,

To put the matter briefly,we may say that we have as the
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1. Canadian Handbook,1906,pp.1-17.

2. Fifth Camsus of Canada,1911,Special Report on Area and
ropulation,p.v,
3. Ency.Brit.,Article ,Canada,



basis of vur study,two countries of about equal extent of
territory,both endowed with a wide range of climate,and
adapted for the g###¥tproduction of a great variety of
agricultural and manufactured products,lying side by side with
boundaries touching for three thousand miles. There are
practically no physical hHarriers to separate the two peoples in
their industrial and comrmercial activities. Furthermore, they
are of the same race,and,having simiiar conditions of natural
environment to meet,and living under forms of government
esseentially identical,have similar wants and character,

Naturally,under these oircumstances,one would expect to
find a lurge trade existing bhetween the people of the United
States and the Canadians. There is still another reason for
expeocting such a trade to exist and to develop into greater
proportions. Fhat is the topography of the North American
Continent.

" It is somewhat remarkable that,in all the discussion
which has taken place concerning reciprocity with Canada,no
referyence has been made to the topographical and geographlical
conditione which render trade between the different parts of the
Dominion exceedinglyg$ costly,and trade between the various
parts of Canada and parts of the United States adjacent to them
particularly easy and ad¥antageous. As an editorial in the
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Review of Reviews,August,1911, Reciprocity with Canada.



Engineering News remarks:

' Few people realize to what extent topographical donditions
divide the Canadian nation into# separate parts remote from
each other,each of which finds its natural commercial relations
with that part of the United States immediately south of 1it,
rather then with other portions of the Dominion.'"

Having now noted some of the reaemms for the existence 8
of a large trade between the two countttes ,let us examine the
extent of that trade itself. The following table shows the
trade of Canada #f# during the fiscal year ending ilarch 31,1910,

witn the British Empire,Germany,France,the United States,and

total for all countttes. The amounts include coin and bullion.
The Foreign Trade of Canada.
Countttes Exports Imports Total trade
British bEmpire $16{,364,091 $112,312,760 $&277,876,871

Germany ¢ 2,601,191 $§ 7,968,284 ¢ 10,469,458
France ¢ 2,640,648 ¢ 10,170,903 ¢ 12,811,651
United States  $113,160,778 $229,070,649 $352,221,327
Total $301,358,529 $%91,852,692 $893,211,221

From these figures it is seen that 61% of Canada's

foreign trade is with the United States,35.5% with the Empire
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1. Canadian Yearbook,1910,p.58.
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and only 13.65% with the rest of the world,and that the United
States 1s consequently a very important factor in the economic
1ife of Canada. Canada ,because of its comparatively smaller
population ,is of less importance to the United States. Byt
our trade of $362,221,327 witqbur northern neighbor in the
fiscal year of 1909-10 was better than 10% of our total
foreign trade for that year.,

This great trade of ours with Banada is not a temporary
thing of mushroom growth,but represents a permanent trade which
has had a gradual and solid development. Of the total exports
from Canada in ##f## forty-three years, Great Britain received

52.7%,the United States 36.7% and other countttes 10.5%.

In the Export trade of Yanada the United States is gaining on
Great Britain and willl eventually pass her as she has passed
her on the import trade, I, 1875,Canada imported from Great
Britain in round numbers,$60,000,000,and from the United
States,$49,000,000. By 1885 the Upyited States led Britain

in this trade by $£5,000,000; by 1895 she had increased her
lead to $19,000,000; and by 19056 ,to $92,000,0r0. Im 1910,
the United States furnished 59§ of Canada's imports, Great
Britaein,26%,and other countries 16%. Our exports to Canada

have been rapidly increasing in proportion to those of Great
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Britain,whom we seem to be displacing in the Canadian mearket,
8o that whereas in 1875 the figure for the United States was

only five-sixths as large as that for Britain,in 1910 it was

more than twice as .arge,.

II. INternational Trade.

As we have seen above, there exists a large trade betiween
the United States and Canada, We must assume that it is profitable
to both parties concerned,or it would not exist. We may further
aseume that any expansion of this trade,or anything that would
permit such an expansion would be profitable or the cause of
profit. And we might expeot that the peoples of the two counttbes
would be busy on divices to increase the possibilities of such
a profitable trade. But instead of such activity we find,if
legislation can be Bffered as evidence, that this trade is not
looked upon with favor,since it is being hampered by artificial
restruints. We find that from the standpoint of politics,that
when John Smith of Manitoba finds it desireable to trade a
load of wheat to William Brown of Minnesota for a ocow,or a
plow,it is quite a different thing than when the same trade is
made between John Brown of Minnesota and William Smith of
Wisconsin. Although the business relations of the parties
concerned are thw same in both cases,there 1s a mysterious

elemaht to be rccieened with #in the first case which does not



appear in the other. John Smith of Canada has hauled his
wheat and the plow received in exchange across an imaginery
line,and by so doing has profoundly disturded the economic
development and the political power of hie country.

Economists have found it convenient to distinguish
between the two cases just clited as examples. The one 1is
international trade. The other might be called intra-national
trade. The assumption of Bastable and other economists is that
in international trade certain elemnts enter in whif#i are
not present iy other trade,or are present to a less extent, viz.,
immobility of capital and labor,differences in language,customs,
habite, government,coinage and currency etc. Ipternational
frade,then,is oftem considered,not as trade between individuals
of the nations,which it really is,but as trade between nations
ae a whole. Now as between the United States and Canada those
e}ements of differnece just noted are so slight as to be
almost negligible,any 1f there were no tariff barrier, trade
between entario and New Yog¢irk would be carried on with as
little friction as trade between New York and Ohio.

But whether we consider trade between the peophe# of one
country and those of another as trade bhetween nations are
as trade between individuals living in different communities
such commerce has great advantages., Mill says the advantage

——,—-————...————.—-——-—-———-—-—.——_-—..—-——.—_—.—_.——_—_——--————-————-—-.——--—--u-.-—--—

1. Mill,Political Economy,p.129



lies in & more efficiont employment of the productivepowers of
the world. It is virtuaclly a doe of cheapening production,and

in all such cuses the coneurer 1s the rerson ultimetely benefited.
As a rule each nation exporte those commodities for the productior
of wvhich it 1is best suited,and obtains in return articles which

it could not so easily make for itself.

Or as Bastable puts it, " By means of exchange a natlon ob#&
obtains a greater amount of satisfuiction,with a given effort,or
a given amount of satisfactlion,with a less effort,and thus
discharges,in a better manner,its function as an economic
machine.”

Another way of stating the advantages of international
trade,or of trade between the individuals living in different
communities,is to say that it means territorial division of
labor. Territorial division of la or —ay promote economic
welfare in much the same way as division of labor in a factory.

From the possible gains from international trade several
deductions must be made,because such exchange is subject to
certain impedi—ents, These impediments may be said to conseist of
three classes.

1.Actuel cost of carriage,s ch as shipping,freights,and
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1.4111,Political Economy,p.134.
2,Ibid.,p. 129.

3 Bastable, Theory of International Trade,p.l8.
4. Ibid.,p.48.



rallway charges.
2, Brokers' and agents' commissions.
3 .Import and export duties,whatever their =im.
The third class of impediments differs from the others,

in being found in international trade alone,although this was
formerly not so. Such impediments are artificial,yet in its
ultimate effects,a tariff we#ll does not differ from a mountain
ronge . A¥ lowergng of tariff duties will encourage trade Jjust
a8 a cheapér method of transoprtation. A high tariff 1mposed
after a mountain has been pierced by a tunnel may nullify the
removal of the natural impediment.

Much of the progress of the world during the last century
has been the result of improvements in the methods of transport-
ation,or the removal of natural impediments to exchange of all
kinds. MNaturally,therefore, any persons who desire to lmposge
artificial impediments on international trade which tend {B
offset the advantages derived from the removal of natural
impediments,ought to be required to give adequate reasons for
doing so. The burden of proof rests upon the protectionists.

The works of Alexander Hamilton and of Frederick List
are classics in their reasoning in fa~or of governmental

restriction on foreign trade.
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III. The Theory of Alexander Hamilton.

Let us now examine the protectionist doctrine as found
in Hamilton's celebrated report on manufactures,and mnote in
how far it 1is appliceble to the trade relations of the United
otates and Canada. It Might be inferred that since ths United
States was a young nation at the time that the report was
written,and that Cana a is now in a commaratively undeveloved
condition,the ##ifis# theory upon which the report is based
would be Just as applicable to Canada to-day as it was to the
United “tatee a century and a quarter ago. We have all heard
the statement that the nineteenth century belonged to the
United States, but that the twentieth century is Canada's.

Giving the matter only a casual thought,and noting that
the- population of Canada in 19200 was about the same as that of
the United States in 1800, and that Canada in 1900,as the
United States in 1800, possessed great bodies of unoccupled
land and large undeveloped resources,we might suppose that there
is a close analogy. But a second thougnt will serve to convince
us that there is inreality a vast difference of conditions,

Before we paege to note t+is difference,however, let us
consider Hamiltons Report in its main aspects. The Report is
based on the two assumptions that mesnufacturing establishments
are per se desireable acquisitions for a young and developing

nation,and that their acquisition can be greatly facilitated by
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the aid of government. To suppobt his first assumption,he
pointe out & number of circumstances"from which it may be
inferred that manufacturing establishments not only occasion a
positive augmentation of the produce and revenue of society,
but that they contribute essentially to rendering them greater
than they could possibly be without such establishments."

This thesle is no doubt socund,and it is useless for the
purpose of this paper to dwedl¥t upon it longer here. We are
mainly interested in the second assumption that the acquisition
oi manufacturing establishments can,and ought to be facilitated
by governmental activity. Hamilton points out eleven ¥#fif"means
by which promotion of manufactures has been effected in other
countries."

The first of these means he mengtions and the one he
choses as the mo:t expedient,is that of protective duties, I
contending that protective duties were desireable for the United
Btutes,he was compelled to answer two great objJections. The
first of these two objections is that each nation should be left
to free to produce what is is most fitted to produce. He
answered as follows:

* The United States are,to a certain extent,in the
situation of a country precluded from foreign commerce.They can
,indeed,without difficulity,obtain from abroad the manufactured

supplies of which they are 1n want,but they experience numerous



and very injurious impediments to the emission and vent of their
own commodlitics. Nor is this the case with a single foreign
nation only. Tfe regulations of several countries with which we
have the most extensive interc-urse,throw serious obstructions
in the way of the principal staples of the United States?

The second great objection he answered thus:

" It 1s inferred that manufactures,without the aid of
government,will grow up as soo and as fast as the natural state
of things and the interest of the community may require., Apainst
the solidity of this hypothesis,in the full latitude of the terms,
very cogent reasons may be offered. These have relation to the
strong influence of habit and the spirit of imitation; the fear
of want of success in untried enterprises; the intrinsic difficul-
ties incident to first essays toward a competition with those who
have previouely attained to perfection in the business to be
attempted; the bounties,pre~iums,and other artificlial encourape-
ments,with which foreign nations second the enterprise of their
ovm citizens in the bra ches in which they are to be rkvalled."

Let us now apply Hamilton's defense of his system to
conditions as they exist to-day between the United States and
Canada, First,it would be absurd to say % now that the United
States " are precluded from foreign commerce," when that
commerce exceeds three billion dollars annually. Therefore on
that score the United States does not require its manufactures

to be postered by a protective tariff against Canada. Neither
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can it be said that Canada is precluded from foreign commerce,
since her foreign trade in 1910 amounted to elmost seven hundred
million dollare. Nor is there any probability,or even possiblligy
that she will in the future experience those "injurious

impedi .ents to the emission and vent " of her commodities of
which Hamilton spoke in regard to the United States. The
international relatione of to-day are not the international
relations of Hamilton's time. Nations are more inter-dependent,
and foreign trage is much more stable. It is especlally unlikely
that a food supplying nation,such as Canada, will ,under any
circumstances,be denied the #§ privilege of exporting her
commodities. Therefore,this argument P6r protection in the case
of Canada is no better than it is in the case of the United
States.

The second argument for protection,the one referring to
the necessity of government aid to o¥ercome the inertias resultigg
from the strong influence of habit,the fear of want of success
in untried enterprises,the intrinsic difficulties # incident to
first essays in competition with those who have previously
attained to perfection,etc.,rests on amore permanent bases,and
holds good to some exrent to-day. But it by no merns so strong
as it was a century and more ago. Habit in industry no longer
holds the sway if did in other centuries. Labor and capital are
more readily turned from onc emplo'ment to another. Entrepeneurs

are now bolder and better informed,and embark more readily on



14

new enterprieee . The intrineic difficu:lties of entering into
competition with established business are not so great becauseo
of the wider diffusion of knowledge,and the sclentific and tech
nilcal press.

However,whéther this argument,which is the much discussed
infant industry argument,is valid or not,does not cemcern the
question of the protection of the industries of the United
States against those of Canada. The former are not infants
compared with the latter,and can therefore,not de—and protection
on this ground. But as a corallary of that conclusion,it might
be inferred that the industries of Canada are infantse compared
to those of the United States,and therefore need protection
againet them. That Canadian industry does not need such protection
I propose to show by a short description of the development of

manufactures in the United States.

IV. Development of Manufactures in the United States.

As a starting point for a discussion of the development
of the manufacturing industry in the United States, the table
on the next page will be interrsting,especially as regards the
subject of infant industries. It was compiled from figures

given in the Statistical Abstract of the United States,1910.



Manufactures in the United States.

Groups of States

Percentage of total in the United States

New kEngland
18560
1880
1906
Midd.e States
1860
1880
1906
Southern States
1860
1880
1860
Central States
#1860
1880
19086
Western States
1860
1880
1908
Pacific States
1860
1880
1906

Wage earners

32.7%
2%.7%
17 .2%

43.9%
41.7%
36.7%

11.5%
8.2%
14.0%

11.6%
23 .8%

2740%

1%
3.2

4%
1.8%
3.0%

Capital

31.1%
22.4%
14.7%

44.2%
42.2%
39.6%

12.6%
8.9%
11.0%

11.8%
26.1%
28.2%

1%
202

3%
2.5

Value of produocts

27 .8%
20 .8%
13.,7%

46.4%
41.3%
37 3%

9.9%
8 .3%
10.5%

14.3%
28.6%
30 .5%

.1%
5z

1.5%
2.4%
3.7%

- o - —— . P —— - —— G ————— ——— o ———— -~

1. Statistical Abetrast of the United States,1910,p.179.
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The most general observation to m~de from this table is that
the older sections of the United States,so far as the manufactw
uring industry goes,is gradually losing its pre-eminence by the
growth of manufacturing in the newer sections. In 1850, New
Englang and the Middle States employed 76.8% of all the
manufacturing wage earners in the United States,and produced
74.2% of the products. In 19065 they employed only 63.9% of the
wage earners and produced only 51.0% of the products,a falling
off in comparative importance of about one-third. During the
same period,thett direct competitors,the Central States,
increased the number of their manufacturing wage earners from
11.6% of the total in the United States to 27%,and the value of
their products from 14.3% to 30.5%. The Western States,also
competitors of the New England and Middle States,as well as of
the Central States,increas 4 the relative percentage of their
products from .1% to 4.3% or forty-three times.

The development of the Southern States was hindered by
the Civil VWar,so thet in 1880 they might have been called new
states. In the period from 1880 to 190f they increased the
relative output of their factories from 6.3% to 10.56%, a relat¥ve
gain of nearly 70%. In the Pacific States the inorease in the
fifty-five years was more than double.

We find,then, that the newer secions of the country

are gradually gaining the relative importance of their
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manufacturing output at the expense of the older sections. Tyise
fect might be lightly explained away by protectioniste by sayigpg
that it was due to the increase in population. But such an
explanation does not disprove the fact that here we have new
communities actually developibng great manufacturing interests
in competition agninet older communities against whom they have
no protection.

The grewth of manufactures in the Central States is an
especlally interesting phenomenon when looked at in the light
of the 1 fant industry argument. These states have developed 1
into a manufacturing section producing manufactured goods
almoet in proportion to their population as compared with the
total population and manufactures in the United States. They
have done thies in spite of the fact that thelr manufacturing
establishments were comnelled to develop in direct commetition
with the more firmly established manufactures of the easterm
gsections,with their cheaper labor and capital.

But when we examine the conditione in the Western States,
by which we mean those west of the Missourli “iver with the
exception of the Pacific States, we find that here manufactures
have seemed to lag. These states have remained largely mining
and agricultural communities. It might seem,then,that ,although
the Central States have managed to prosper without protection

againet their opder neighbors, the Western States have not done
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80,and that here we have the strange spectacle of a confirmation

of#i### on the one hand and a confutation on the other of the
protectionist theory ,under similnr circumstances. This apparent
contradiction,however, can easily be disposed of . It rests

on the protectionist fallacy that an extensive manufacturing
industry is necessary for the prosperity of any community,and
that therefore manufacturing establsihmente are good per ge.

We find that the Central States,being well adapted for

the growth of manufacturec,have become manufacturing states to

a marked extent,and are very properoue under their free trade
with their neighbors. We find that the Western States,not so
well adapted for the growth of manufactures,have remained
engaged more largely in the extracti%we industries. B,;t their
people are for this reason neither poverty stricken,miserable
and uncouth,nor oppressed by sap-suckkng manufactures of the
“ast. To make an off-hand comparison of the relative prosperity
and happiness of the people of different sections of & ceuntry
is somewhat hazardous. Yet it would seem safe to say that the
people of tansas,of whom 1.8% were wage earners in manufacturing
establishments in 1900,were as happy and prosperous as the
people of Illinoie,where the same percentage was 6.9% or the

people of Maseachusetts,where the percentage was 16%.
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Having noted rather briefly the general trend of development
of manufacturing in the United States,let us glance# at the
determining factore influencing that development.

" Certain factore are cecognized as influencing the
localization of industries. Among the casuees of localization,
seven are enumerated in the *welfth Census,as follows:

l.Proximity of raw material supply.

2.Readlly accessible markets.

3 .Presence of water power.

4 ,.Favorable climate.

& .Avallability of labor.

6.Avallability of ocapital.

7 . Morentum of an early stafrt.

" The firet four of these are distinctly geographical causes,
whlle the three remaining ones are more or less determined by

the first four.

" The data for these observatione are based on the relative
values of an industry in a states or city as compared with the
total value of the same industry for the United States at
large. Fifteen industries are selficted to illustrate the
principle. For example ,it 1s shown that the manufacture of

agricultural impleoments is localized chiefly in Illinois,Ohio,

- G e G S S G G G WD G G G e - G —————— . G S S o - — G ST - N G W S

1. Spencer Trotter,Geography of Commerce,p.127.



and liew York. The factors operating in the }ocalization of this
industry are first, the extention of the heart of the great
agrilcultural section ,making a ready markct. This fact has caue
caused tne movement of the agricultural implement industry from
“ew Y rk westward on account of the cost of transporting the
finished goods. A second fact is the nearnese of the Ohio and
Illinois districts to extensive hardwood forests,while a third
tactor is the nearness of the iron supply.-------coceccncnu- —_—
---------- " Massachusetts shows over 32% of all the cotton goods
manufactured in the country: this is the result of early
utilization of water power and phe presence of a moist climate,
It 8 supremacy is clearly due to the advantage of an early stagt.
The southern statee have advanced in cotton manufacturing duripg
the last decade,particularly North and Soutn Carolina,which

snow a combined increase cduring this period of upwards of
2,000,000 spindkes. Over fifty new mills were completed 1n the
two states in 1900. Accessibility to the raw material supply is
here an important factor,coupled with water power,cu:eap fuel,
and the comparatively low cost of living.

" pennsylvania produces 54% of =211 the iron and steel in th
country from the proximity to the coal,and because of iron ore
end limestone deposits of the Alleghany Plateeu. In the early
days it also had the advantage of the great forests of the
region for fuel. ‘he center of the inductry has migrated westwerd

from the anthracite region of eastern Pennsylvaini&, to the
western part
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westorn part (Connesllsville distrioct) and to eastern Ohio as
a result of the use of cok® #(a bituminous product) in the
blaet furnaces,and also beesuse of the use of large quantities
of “ake Luperior ore. The increase of the industry in Illinois
is the result of the greatmarket for steel goods,the supply of
fuel,and the proximity of the ore fleldB.,------—-ccccmrcemremm-
------- " The slaughtering and meat pacoing industry had its
origin at Cincinnati,Onhio,as early as 1818,incident to the
livestock and corn production of the surrounding region,and
the transportation faciiities of the Ohio River. The center has
migrated westward with the westward sxteneion of the corn belt
and tho cattle ranges,and it is now in Illinois: The Chicago
packing industry has an output of over 35% of the totalUnited
States product. Thiscentering of industry rests upon the
fattening power of the corn belt food supply,and the rallroad
facilities which bring livestock from the more distant western
ranges ,as weel as upon the perfected development of the cold
storage process of shipment."

# The four examples quosed here from Trotter ,showing how
these industries have grown up in newer sections  because of
geographical reasons,in competition with the establsihed indus-
tries of the older sections,ame but typlcal of the development
of all industries. The industrial history of the United States
has amply shown than an industry in a newer section with ample

raw material supplies,power and transportation facilities,will
compete with



compete successfully with,and often disppace an established
industry in an older section.

I made the statement at the beginning of this sectlon of
this paper that the purpose of cketching the development off the
manufacturing industry in the United States was to show that ta
the industries of Canada do not need protection against those
of the United States. The connection seems obvious enough.
Industrially the relation of Ontario and New York,for instance,
ies analogous to the relation of “ew York to Ohio,or the relatimn
of “anitoba and New fnpgland,to that of Nebraskn and New England.
Protection in the one case dces not differ from protection in
the other in its economic bearing.. If Bansas,for instance, can
prosper without protection against the rest of the United States,
there seeme to be no reason Alberta should not prosper under
similar circumstances.

Politice and local sentiment has not been lackling which
would have destroyed free trade within the United States under
pretexts just about as sound from an economic point of view as
those used to keep up the tariff wall between the United States
and Canada. The attempts of the American States to "protect"”
#aflid4lwd their industries fpom the industries of other
states did not end with the adoption of the Constitution.

" In gene#al the protective system is supposed to be dram

1. Blise Encyclopedia of Social Reform,Article,Free Trade.
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éxclusively upon national lines; and it is constantly assumed
that the only question betwesen protectioniste and free traders
is as to whether foreign goods should be admitted in free
competition with domestic goods. But this was not originally
B0,andis not altogether B0 even now,---~-——-=-—-—-- The legislature
of New York has passed lawe requiring all stone used for public
bulldings to be dreseed and finished within the state; and
serious efforts have been made to compel such stone to be taken
from New York quarries. The common councile of some cities have
repeatedly made efforts to prevent the admission into those
cities( for public use,at all events) of cert-in classes of
goods made 1in other cities. Beavy llicense fees have been
repeatedly demanded by the muthorities of one state from the
citigens of another state undertaking to seel goods within its
borders. Many statutes and ordinances of this kind have been
enacted,most of which however,have been held void by the
Supreme Court cf the United States as violative of the Federal
Constitution, 1f it had not been for the exisfence of this
Constitution and the firmness of the Supreme Court there can
be little doubt that long before this time such laws and
ordinaces would have become universal,because they would have
been enacted in retaliation,even in states where the people
disapproved of them as an original proposition. The principle
underlying such statutes and ordinances is precisely the same

a8 that which underlies and protective tariff whatsocever. No
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intelligent distinction can be made between the two cases. No
sound reason can be given for maintaining a protective tariff
between New York and Canada,which does not apply with a hundred
fold force to “ew York and New Jersey."

The last two sentences quoted could hardly be
questioned if they were modified by the qualifying phrase "from
an economic point of view." It is doubtful whéther they are to
be confuted as they stand,yet it would be useless to deny that
something more than pure economice is to be grappled with‘
when we consider the commercial relations of two mutually
independent nations, This something more is the political
element. Let us consider for a moment,then, the theory of
Frederick List,as it is related to the question we are

discussing.

V. The National System of Political Economy.

The general theory of Brederick List ie this:

" History teaches us that nations which have been endowed by
nature with all resources which are requisite for the attainment
of the highest grade of wealth and power,may and must~-vithout

on that account forfeiting the end in view--modify their system

1.Frederick List,The National System of Political Economy ,p.115



25

according to themeasure of their progress; in the first stage
adopting free trade with more advanced nations as a means of
raising themselves from a state# of barbarism,and of making
progress in agriculture; in the second stage,promoting manufact-
ures,fisheries,navigation,and foreign trade by means of
commercial restrictions,and in the last stage,after reaching
the highest degree of wealth and power,by gradually reverting
to prinociples of free trade and unrestricted competition in the
home as well as in the foreign market,that their agriculturaadts
manufacturers,and merchants may be preserved from indolence,and
stimulated to retain the supremacy which they have acquired. I*
tho first stage we see .pain,Portugal,and the Kingdom of Naples;
in the Bsecond,Germany and the United States of North America;
France apparently stands close upon the boundary line of the
last stage; but Great Britain alone at the presnet time has
nctually reached it."

Since that paragraph was written there has reen a
gre:t advance in the economic development of the various nations.
It iz quite likely that List would now class the United States
as having corssed the ##fi boundary line of the last stage. If
that is the case,the doctrine of List would demand free trade,
rather than protection,as the proper policy #h# for the United
States to pursue in regard to Canada.

However,Canada 1s apparently in the second stage,and

80 according to the doctrine as given by List,should pursue a



a restriotive commercial policy, of which protection against
the industries of the United States would naturally be a part.
But let us look into the reassons List advanced to Justifty

a restrictive commercial policy on the part of a nation in
the second stage of economic development. The central principle
of List 1is the idea of National develonment. Nations can and
w:ll 1f given an opportunity mutually restrain each others
economic and political development. Astronger nation,if given
free entrance into the markets of a weaker,will not only retanmg
the economic development of the weaker,but even repress it
alto gether. Hise remedy for the weaker nation is for it to
build itself up by commercial restrictions into a community
strong enough through its diversified industries to meet force
with force,whether economic or political,

Now,although the theory of List May be unkversally
applicable to sbme extent, we must remember that List was
a German born 1. the year 1789. The international relations of
uermany in the formative period of his Life were mainly
political,and politically Germany daring that period was
greatly humilifated. His,1is a theory then mainly applicable to
a natlion surrounded by hostile nations stornger than itself
and more or less bent upon its destruction.

We may say of List's dooctrine that it was probable good

doctrine in the case of Germany in the middle of the nineteenth
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century. lt is applicable in a time when nations are ready at
& moment’'s notice to Jjump at each others throat,when their rela-
tions are political rather then economic,and their wars often
only the recult of personal quarrels and jealosies of their
ruiers. It becomes lase and less applicable as inter-national
relations become more friendly,and the danrer of political
oppression of one nation by another becomes less, Against the
doctrien of free trade in state# of perpetual neace List
himself offers no objection:

" If as the prevalling school requires,"he says,"we assume
a universal union or confederation of all nations as the
guarentee fBor an everlasting peace,the principle of international
free trade seems to be perfectly justified. The less every
individual is restricted in pursuing his own individual prosperity
the greater the number and wealth of those with whom he has
free intercourse, the greater the area over which his
individual ##d#¥visipd#activity can exercise itself,the easier it
will be for him to utilize for the increase of his prosperity
the pronerties given him by nature,the knowleige and talents
whcih he has acquired,and the forces of nature placed at his
disposal. As it is with separate individuals,so 1s it also the
case with individual communities,provinces,and countries., A
8imploton only could maintain that a union for free commercial

intercourse between themselves is not as advantageous to the
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1.Frederick List,Natiogal System of Political Economy,p.l27.
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different states included in the United States of North Ameripsg,
the various departments of France,and to the various German
allied states,as would be theilr separation by internal provincial
customs tariffs."

Now the situation confronting Canada to-day approaches
much more nsarly the condition of a state of universal pence
than it does the situation of Germany at the time when List
vas formulating his theory. There 1s no reason to believe that
the national life of Canada would be nlaced in jeonardy by
frecer trade relations with the United States. If free trade 1is
desireable,as List says,between nations in a atatei@erpetualc¥
peace,there is libtle reason for restriction of commercial
reddtions between these two countries, In fact there is no
more reason to apprehend a war between Canadeand the United
States than there is to expect a conflioct between the western
states and the eastern states of the union,if as much.

*f the objection is raised that free trade between the
United States and “anada might in the end mean free trade for
both of them with the world,we may answer that even then the
theory of List would not be applicable with ite old force, Wars
among the nations of western Europe and “orth America,at least,
are likely to become a mere memory in the near future, This 1is
80 because of the growth of democracy,giving the persons who
have usually to bear the brunt of warfare,a voice in the

councils of war. A war-lord,or a commefcial baron can no longer



declare war without the concent of the men who are to fight his
battles. Perhaps a stronger guarantee for peace are the
intimate International commercial relations which have sprung
up in spite oi commercial restrictions.

It would seem,then, that neither the theory of List nor
of Hamilton justifies a restrictive commercial policy so far
as the relations of the Ugited States and Canada are concerneg.
Having now considered our problem in its general aspects,mors
or less theoretlocally,let us next examine it more in particular

in connection with the special interests #nw# involved.

VI. Canada and Freer Trade--From an Economic Yoint

of View.

The examination of this pnart of our problem will be
carried on more or¥ less in the light of the discusslion
aroused by the recnet attempt at Reciprocity, and extracts
from many of the articles written during that discussion will
be quoted for the purpose of showing the attitudes of the
various parties concerned.

Now as regards the Canadians,it is evident that we can not
sum up their view in one sentence,and say thus the Canadians
looked upon this question. The opportunity for gaining
reciprocity with the United States which was given to our

northern neighbors,presented them with no simple problem. They
recogni
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recognized that the reciprocity tie,so to speak,might be made
out of a rope of many strands,which could not be unravelled
from one another, On its face the problem presented wae an
economic problem. But the Canadians belisved that it was bound
up closely with political and social problems.

If the Canadians had been asked to vote on the simple
question " Will reciprocity be economically profitable?" and
no other questién had been involved,there is no reason to
believe that they would have answered in the negative. From an
economic point of view reciprocity would have meant gain to the
farmer,fisherman,lumberman,miner, and quitely in the end after
a period of readjustment,for the manufacturer. Bach would have
been given broader possible markets for his products,and they
would not have had to be exceedingl y keen-minded men to
recognize the advantage arising therefrom. Even with the
manufacturers opposed,the vote should still have been in favor

of freer trade relations.

In 1911 the rural population of Canada was 3,924,083,and
the urban 3,280,297. With over half the population then directly
engaged in agriculture,apparently,and with a considerable part
of the urban population directly or indirectly interested in

agriculture,fisheries,lumbering and mining,we can see that from

—--——-—-——————-—.--——-—-—————-———————-—--——_———————————————-—m———-—

1, Fifth Bensus of Canada,1911,Special Report on Area and
Population.
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an economic polnt of view reciprocity would have been
advantageous to a large majority of the Canadian peoplse
immediately. This true because recinrocity as provided for
in the proposed agreement was 1little more or less than free
trade in the natural products of Canada.

The leading articées that were to be admitted free were
cattle,horses,hogs,wheat,ocats,barley,apples,potatoes,~eaches,
butter,cheese,eggs,fish,timber,tinplates,type-casting and
type~casting ~achines,ground pulpichemicnal) and print paper
up to a value of four cents a pound. Other articles,comprising
Schedule B of the agreement were to enjoy a reciprocal lowering
of duties. The leading articles under this schedule were fresh
meats,bacon,ham,salted beef, barrelled pork,canned vegetables,
flour oatmeal,pl ughs,harrows,wggons,and harvesters.In addition
there were to be certain reductions ing duty no longer exactly
reciprocal.

But let us turn from these generalizations,and notice
s.me of the particular economic results of commefcial
restrictions in Canada, which the reciprocity pact might have
made it possible to eliminate,ofHl#Hik#Hi# Cha itk .

" One able Canadian writer calculates that the 'national'

cotton industry of Canada,which in 1906 employed only 10,000

1. Review of Reviews,April 1911.Reciprocity between the United
States and Canada.

2, C.KE.Mallet,Contemporay Review,Oct.1911,# The Case for
Reciprocity. p.48°
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hands,cost the Canadian people $5,000,000 ayear,------ and
that the 'national' sugar refineries which employed less than
1700 people,cost the public $2,000,000 a year."

Another wrlter says of the sugar industry that the
people of Canada could pay a pension of 200 pounds a year to
each of the 1800 employees engaged in ths suzar refireries,and
stitl be over 300,000 pounds ahead,provided they could buy sggar
at the open world market price,and that the same is true of
rubber and many other articles of general use.

The coal industry is another ease in point Just as
striking:

" kvery province in Canada,except Nova Scotla,would be
benefited by free trade in coal,for the existing duty in the
Dominion tariff in the interest of the coal operators of Nova
Scotia is coeting the Dominion $3,500,000 & year."

" Since 1879, there has been a duty on #%# bituminous
coal with the avowed object of holding the Canadian market for
Nova Scotia mine,but after thirty years of persistence,it has
been found impracticable to force Nova tcotla coal into use in
Ontario.That provfnoe still draws its increasing supplies from

United States. It is,further,very doubtful whether the Nova
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1.J.J.Harpell,Contempoary Review,Jan.1910,p.98.

2. Edward Porritt,North American Review,189:688-94,Canada
and the Payne Bill,
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Scotla mines are benefited by the restrictive policy,since they
would in all probability find a ready market#for their coal,
under free trade,in the Atlantic seaboard cities of the United
States,

These examples of protected industries in Canada show
that the majority of the Canadlan peole are being injured by
the nrotective tariff directly. That the indirect benefits to be
expeoted in return for the present less,will ever offset this

loss ,is exceedingly doubtful.

"

The Liberal Convention of Ottawa in 1903 boldly declared
that the “ational Policy,while building up trusts and combinations
had decreased the value of farm property,had checked immigration
and had impeded commerce. And it is imp~ssible to study the
evidence collected by many Canadian writers without admitting
that the advocates of feciprocity have strong grounds for the
indictment they present. Production on a small scale has certain-
ly been checked. For one new manufacturing establishment
created,many have disappeared.,----- There are grave reasons for
asking whether all the manipulation of interests and prices

which goes on behind the tariff wall is really dsvelopong

Canada in the best way; and the answer given by the agriculturdbf#
interests in the country is to-day of a decisive kind. The
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1.C.k.Mallet,Contemporgry Keview,Oct.1911,The Case for Mecinrocity,
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unprotectcd interests--not consumers only--but the producers
of the greatest wealth which the Dominion holds--declare that
they are beilng injured for the sake of a few favored and
organized interests.---- The farmers and fishermen have to sell
their products in a market where the abundance of nature keeps
prices down,and to buy all they want in a market where every
price is artificially raised.”

The foregoing is a sound criticism of the protective
policy in Canada,with one exception. It can not be said with
certainty either that the building up of trusts and combinations
is bad per se,or that the disappearance of small manufacturing
establishments has been due to the trusts,

The attitude of the farmer

chauged since 1893, " Every agricultural paper in Canada and
the most important of the farm organizations were heartily in
ites (reciprocity's) favor."

We may safely say,then,that from a purely economic point
of view the great body of Canadians were in favor of reciprocilty,
and would have been benefited as a result of freer trade. But
there were some men- who on account of vested interests-

opposed it on purely economic¢ grounds.

" In spite of the comparative immunity,and the private
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1. 0.D.Skelton,Jour.Pol.Econ.Nov.1911.Canada's Rejection of
‘eciprocity.



assurance that no further reductions were contemplated, the
manufacturers and the allied banking and railway interests
afrald of the thin #edge of the wedge,fought the (reciprocity)
pact in almost unbroken ranks,"

These opponent of reciproocity were in a position to make
their opposition count out of proportion to their number.
* Canadian protectionists are exeeedingly well organized.

There can hardly be 200 manufacturers in the Dominion who are
not members of the Canadian Manufacturers' Association,which

has 2400 members.m®

llow 1t cannot be denied that these manufacturers deserve
somé consideration in the commercial policy of the Dominion. If
they have invested their capital in a business which must be
protected to live,as some of them have,it must be said that
they have done s0 at their own risk and with the expectation
of winning large profits. Yet the government which has encouraged
them in this is hardly free from obligation to preserve them
from ruin#not only for their own sake,but f{or the sake of
preventing such injurious reaction upon the business as a whole
of the Dominion as might resuit from the shock of readjustment

accompaning a free trade policy.

1 .Edward Yorritt,North American Review,189:890.



Not one of the least arguments against a protective system
in any country is the fact thc protected interests are likely
to receive more than a just coneideration in national legislation
and that legislation in protected countries has a tendency to
degenérute into a wild grabbing of special privileges instead
of performing its legitimate function of working for the general
welfare. Such a tendency is appearing in Canada as it has
appeared in the United States,

" Many who have watched the rapid growth of Canadian
manufactures forget the cost the country #had to pay. For years
the Liberal leaders denounced the new system as unfair to the
unprotected interects,as wasteful,corrupt,oppressive in the
tax which it levied on the masses of the people. But yest when
the Liberals returned to power in 1898,s0 strong was the hold
of the organized interests,so difficult is it to abolish tariffs
on the faith of which manufactures have grown up,that the
essential elemente of the :ational Popicy remained unchanged.
“ew bounties in some cases took the place of lowered duties,but
the high duties of 25% to 35% remained substantially the same.
And the new ¥¥#¥###¥ tariff of the Liberal party till then the

clamorous advocates of free trade,pemained in effect a tariff

framed to safeguard the interests of thoce Canadian

l, C.E.Mallet,Contemporary Review,0October,1911,p.483



manufacturers whose pollitical influence was too strong to be
denied."

Since Canade is pre-eminently an agricultural country,
and an exporter of agricultural products,it can not be said that
protection is required for her agricultural interests. The only
justification,then,from an economic point of view for Canada's
protective tariff wall against the United States,is that 1t may
be necessary for the development of manufactures in Canada.

It 18 assumed that these manufactures would not develop withuat
such protection. But this assumption does not seem to be
justifried,if thc development of manufactures in the newer

states of the union can be saild to demomstrate the fact that
manufactures tend to grow up wherever the necessary condltions-
power,raw material supply,markets,and transportation facilittes-
are present, Our contention here is,that with those necessary
conditions present,manufactures will grow up without governmant
aid., Perhaps they will develop more rapidly with protection,

but such unnaturally aceelemmted growth ie unhealthy,and 1is

not an indication of prosperity,

Canada boasts of tremendous natural reéources, natural
transportation facilities, unrivalled water power. “f hee has
these ,her manufactures will take care of themsclves, just the
manufactures of the nited “tates would have taken care of

themselves,if they had been left to themselves, Ag regard
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the particular competition of the United States, the Canadian
industries ought to thrive as well as have thrived those in
the United States west the Mississippi in competition with
those in the East, If we take the case of Missouri and compare
her manufactures with those of Canada we are led to doubt the
efficacy of protection against the United States even to
accelirate the growth of manufactures# in “anada. Let us

glance at the comparison just a moment.

Menufactures in Missouri and in Canada Compared.

Canada, 1906 . Missouri,1910.
Valuge of product $718,352,605 $617,000,000
Wage earners 366,034 213,641
Wages paid $134,375,92¢ $125,250,000

It will be seen from this table that the value of the
manufactured products of Missouri in 1911 was# almost ae great
as the value of the manufactured products of Canada in 1908.
Althbugh the figure# for Canada in 1911 probably reaches or
exceeds $1,000,000,000, it still remains true that Missouri
manufactures which have never been protected against the
country east of the Mississippi equal or exceed in per capita
value those of Canada which have been so protected since 1878.
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1. Canada Yearbook,1910,p.36 _
2.A.W.Biggse,Commissioner of the “tate Bureau of Labor Statistics,
Report 86r 1911.
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If one wil. take the trouble to look over the list of products
manufactured,he will find about as large a variety in the one
casé as in theother. But two notable items are lacking in the
Missouri 1list which are found in the Canadian list-- textiles
and iron nnd steel,for the p#fnififd#ee#s proud possession of
which Ganada is paying a heavy price.

Our conclusion from the foregoing,then ,must be that
from the economic point of view,protection of Canadian industry,
whether agricultural or manufacturing,is unsound and
undesireable. 1t causes the consumer to pay more #f# for what
he buys,and the retaliatory duties laid by the United States
limits the market of the producer and lowers the price of what
he has to sell. Farthermore it tends to create legislation
solely in the interest of special classes,whereby a system of
logrolling arises #Wi##¥# which for every dollar it benefits
some special interest may cost the Dominion as a whole many

times that amount.

Let ue turn next to a brief survey of Seciprocity or
freer trade relations with “anada from an economic¢ point of view

¢ 1t would effect the United “tates.
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VII. The United States and Freer Trade--From an Economic

Point of View,

I have already shown that it is on the verge of absurdity
for the American manufacturer to demand protection against the
industries of Canada, But undoubtedly American protected interests
would oppose free traie with Canada,as they are said to have
opposed recinrocity as the entering wedge of free trade,altho gh
the proposed agreement was distinctly favorable to them. From,
an economic point of view,howover, their opposition to free
trade with the country north of the Great Lakes is as
unjustifiable as would be their opposition to free trade with
the country west of the Mississivpi. it is not so much their
fear of meeting any Canadian competition which would arouse
their oppoeition,ss the fear that concessions granted to Canada
might be extended to other countries,

The American consumer would gain from freer trade
relations with Canada,if we consider him as an abstraction.

But concretely,the consumer is also a producer in most cases,
and we must conslder whether as a consumer he would gain more
than as a producer he might lose. It 1s pretty clear that if
freer trade would,as economic theory holds that it would,
increase the abundance of economic goods by cheapening
production,then the consuming public as a whole would gain. But

some of these consumers engaged in the production of certain
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protected commodities might suffer temporary economic loss.
Let us consider the case of the farmer,who is both a producer
and a cunsumer of the articles in w-ich there would be direct
competition between the United ®tates and Canada.

As the proposed reclprocity pact was drawn up=- with
practical free trade in the farmer's froducts,with oniy reduced
tariff rates on the corresponding manufactured products- a
pact so drawn up as to promise reduced -rices for the farmer's
products,with no equivalent reduction in the price of goo¥}ds
he has to buy-- with the agreement the farmer cbviously had a
right to quarrel, The American farmers if they had been given
an opportunity would have voted down this agreement more
emphatically than did the Canadians, and they would have done
80 on purely economic grounds, To the American farmer it might
well have seemed unjust to take away his protection at the

very time it really® began to protect.

Bome of the objections of the American farmcr to reciprocity
with Canada as it was proposed are as follows:
1.It is not r-al reciprocity- the farmer gets nothing in
return.
2. It will reduce the price of wheat.

3., *his will re-act on the wheat and corn acernge and reduce
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1.G,C.White,Jour.pPol.kcon.,July,1911. The Proposed Agreement
as Viewed by the Farmer,



the price of corn,an‘' other farm prducts.

4. It leaves the munufacturer protectod and the farmer
unprotected. If the manufacturer wants cheaper food for
the sake of cheaper labor,let him give up his own protection.

f.It would be far better to mroduce our food at home and have
our own farmers prosperous consumers than pay our money to
the Canadian farmer for his products with no assurance
that he will epend any part of such money for American
goods,
we find the American farmer thencrying out that ## it is
unfair to protect the manufacturer ad not protect the farmer,
He asserts that he has been tricked into paying unnecessarily
high prices for manufactures# products in the past by the
promise that the home market thue built up would pay him higher
prices in the future. Now,he says, just when the American
market promises to rise above the level of the world market,
andhe 1s ready to reap his reward,his protection is to be swept
aside. The protected manufacturer of the United States,with his
various arguments for protection,would find it &ifficult to
answer these ob.iections and complaints of the farmer. But let
us examine them for ourselves,both from a theoretical and from

a practical standpoigt.

First as to theory. The theory of protection as advanced

by List and Hamilton had no referammce whatever to agricultural
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products,but solely to manufactures, Their doctrine does not
aspume the policy of protection to be applied to an industry
impeded ,not by artificial and removable,but hy natural and
permanent obstacles. All protection to agriculture 1s an abuse
of the theory of protection to infant industries differing only
in degree fpom the case of protecting the banana industry in
Minnesota.,

" The argument for agricultural protection is forced to
abandon the infant industry plea,and merely appeal (like the
modern form of the argument for protection to manufactures) to
an alleged difference in the cost of production a. home and
abroad. In this form it becomes and argument,not for a temporapy
but for a permanent policy,which means,in brief,that the
protectcd industry shall be made permanently a parasitic
industry,so be malitiined at the expense of all other industries,
and,moreover,that the less suited it is to the country,the more

the people saals be taxed for its support.”

Protection to both agriculture and manufacture at the same
time is inconsistent with any and every rational theory of
protection- itis like an attempt of a man to 1ift himself by hts
boot straps,or to saw a piece off one end of a board and nail

it on to theg# other in order to make the whole longer. The idea

———— . e am e 8 - —— - — —————— i e e S W A S M G n e R e G - ———

1.ls.Van Dyke Robinson,Jour.Pol.kcon.,July,1911. Reciprocity
and the Farmer,
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of differencein the fost of production carried to its logical
results would prohibit all foreign commerce whatsocever. From a
theoretical point of view the farmert's plea for protection is ®
very weak,

From a practical point of view it is doubtful whether
the farmcr would gain anything from protection against Canada.
With free trade between the two countrier the chief Canadian
products the American farmers would have to comnete with would
be wheat,barley,and flaxseed. Now," only one farmer in ten 1n h
the United States has any material interest in wheat,barley ,
or flaxseed,as a producer,while all are interested as consumérs

of wheat and fraxseed products."”

Up to the present time,the price of wheat in the United
States has Been with the excoeption of a few times,on a world
market level. Therefore free trade in wheat can now bs had
without encroaching upon vested intercsts,since under the
circumstances it could not lower the price of wheat. The same
is true of other farm nrodicts in which the United States and
Canada would be brought into tompetition under free trade. Only
in case Canada should be able to increase her production of
wheat to such an extent as to lower the world price would the

American farmer suffer from her competition.

D . —— e - — . — . - —— - - - —— - ——— -

1l.E.Van Dyke Robinson,Jour,Pol.kcon.,July,1911. Reciprocity
and the Farmer.
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what free trade in agricultural products between the United -
States and Canada would do would be this,as stated by Prsident
Ltaft.

" 1t would increase border sales by giving nearer markets,
and would malarge the supply of farm producte for our people,
and thus prevent undue enhancement of prices,"

It may be pointed out here that horses,cattle,and hogs,are
higher,rather than lower in “anada than they arei in the United
“tates,and the same 1s true of eggs and butter,especially in
western Canada. Therefore it is quite possible that the
American wheat grower,1f he should be injured by free admission
of wheat,could recoup himself by the higher price for his
anim:.l products which a broader market would afford. It is
certain that one of the results of free trade would be some
suca readjustment in ivhe geographicnl division of labor in
agricultural productioli. Such a readjustment would unquestion-
ably be edvantageous to the people as a whole,although a few
individualc might suffer temnorary loss,

1o put agriculture upon a protected basis would be
calamitous to the gernernrl welfare of the nation,and would
most likely prove injurious to the agricultural population
iteelf in the end,by making it s prosperity depend upon
legislation,which is uncertain,rather than upon natural conditdons
and ability. _
l.n.h.Taft,JOur.Pol.Econ,July,lQll,Reciprocity with Canada.

©
< +.:1bbarb,Economli cRevie w,.ﬂne,lQll.é&&iprocity and the rarmer,
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The farmcr who would be uncertain whether or not to sow wheat
in the fall of a presidential year,or one the eve of a tariff
reform,would not only be in an unenviable position himself, but
would prove a noor food supplier ofr a nation. Farmers as a
whole could afford to accept a somewhat lower -rice for their
products with that price resting upon the firm foundation of
supply and demand,than to obtain a Hhigher price which would
depend upon the political complexion of current legislation.
and even with n protected agriculture,the possible addition to
the price of farm products would not likely find ites way into
the p-ckets either of those who were actually +tilling the soil
or those who have built up the "home market" by bying
protected manufactured goods. A great part of it would be naid
out ag rent or interest on the increased capitalization of
land an increase in the price of farm products would warrent.
On the question of freer trade relations with Canada it

would seem to be in the best interests of the farmers to
accept free trade in farm products,and clamor for free trade in
manufactured producte,not only with Canada,but with other natinns
rather then to accept the principle of perpetual protection in
manufactured goods,and clamor for pe petual protecticn in

agricuiturel products. Freer trade,for the farmer as well as
for others,would mean the advantage to be reaped from an

increasing profitanle trade.
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In conclusion of our discussion of #$H4p#d#d#H our subject
fror un economic point of view, ‘6 may say that,vested interests
not under coneideration,free trade between the United States
and Canada is highly desireable. The vested interests,however,
complicate the situation, Some Camadian manufacturers mjght
suffer severely. To these the Canadian government,if it is
recponslble for their position could lend aid in transferring
their carital to more natural and suitable industries.
Americnan manufacturers would not suffer to any serious extent
unless the freer relatione should be extended to other countries.
In that case the reduction in the tariff would have to be made
ceutiousty and spradually so as to prevent an unnecessary shock
to the general business "‘nterests of the country.

As to the possibility of securing the consent of the
American peonle to freer trade relations,this much is to be
said. The American farmer if given a voice in the matter would
not readily g# accept free trade with Canada unlees the
manufacturing interests would concede freer trade relations in
manufactured products to some extent with other countries. In
that case he would probably be found in favor of unrestricted
trade with Canada. With the present sentiment in favor of tariff
revision,and the suffering consumer held up as an object of
pity,it is altogether unlikely that such concessions could not
be wrung from the manufacturing interests. We may say then, tht

that,not only is freer trade with Canada desireable on the part
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of the United States,but that legislation to that effect is at

the present time expedient and possible,

VIIy.Canadian Polictics and Reciprocity.

It is the consensue of opinion that politics, and not
Canadian economic theory,killed Reciprocity in Canada. When
the Canadians voted on the question of reciprocity and defeated
the Liberal government,there were many cross-currents in the
political stream. Yet " it was undoubtedly the reciprocity
issue that decided the election.lt fs further bepond doubt
that 1t was the political rather then the economic aspect of
the case that carried most weight."

" From the outset opnonents of reciprocity concentrated
on the political issue. The govermment was denounced as favoring
an agreement which was the forserunner of annexation,the
death-blow to Canadian nationality and British connection.-----
EBvery American cross-r ade politician who talked of the Stadrs
and Stripes floating from Panama to the Pole was set doan as a

statesman of national importance,voicing a universal sentiment,”

Ancient prejudices and smoldering causes for dislike of

the United States were raked up and fanned into a blaze. It

1.0.D.8kelton, Jour.Poi.Econ.,Nov.,1911. Canada¥s Re jection
of Reciprocity.
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seems that the Canadian people were influenced as much or more
pérhapfe by a desire to "get even" with the Americans for
pagt insults anrd injuries,as they were by the fear of political
and social evile that might arise from closer trade relations.
The voters still remembered,or if they did not remember
thcy were remined of the fact that many of their ancestors had
been driven from the United “tates in the time of the Revolutiann,
and their estates confiscated,that Canada had been invaded by
United States armies,that the Reciprocity Treaty of 1884 w s
broken off by the United “tates as a political move to force
Canada into the Union, that the United “tates broke off the
fishigg treaty of 1871,that the United States Senate refused to
ratify a new fisheries treaty and passed a Bill of Non-intercourse
with Canada,that th: Dingley and McKinley tariffs raised the
average dutis of Canadian exports to 507 and 49% respectively,
while Canada's average off United States exports was about 299,
that the lLiberal-Conservative party made a final but vain effort

for betterment of trade relations in 1892,and that the Liberal

party made three more ineffectual efforts in 1898,1897,and

1899.

" These long years of varying menace,of fruitless quest,

and corpstant rebuff,had their effect upon Canada.She was thrown

1. George i.Foster(former Ninister of Finance in Canada)
Nineteenth Cent.,J@ne,1911, Canadian Autonomy and American
Reciprocity,A Candadian Point of View,.
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back upon herself,the strong grain of indemendence and loyalty
to British instltutions was hardened and polished,and the

dim glimmeringe of early hope broadened into the all-alluring

vision of a strong Canadian nationality under the aegis of an

all-worid British Cmpire.

" America's refusal of falr trade,American menace and
presure were aswered by Canada in a determination of becoming
free therefrom,of building up a distinctive nationality,and
maintaining a position of economic and political independence n

under the britich flag. Her instruments for this undertaking
have been a protective tariff,establishment of home industry,
inter-provincial trade,and development of a water and rail
transportation system."”
This policy the writer quoted has been very successful
in building up trade and industry and attracting immigrants,
Another thing which undoubtedly had an influence in the
election is the fact that some Canadians at least coneider the
Americans ae being,politically and socially, in bad circumstances
It is characteristic of a young nation,as of a young human
being, that it is far more likely to see the faults of its
elders than its own,and that it has a tendency to mugnify its
own wiadom. The United Stases has «uffered to some extent from
its self styled virtue and precocity, just as we may suspect
Canada of suffering. “ere is what some Canadians thing of us

was
as it ## expressedin an article# published in the Toronto



World while the reciprccity camnaign was on.

In the United States they are chained down to a system
imposed upon men now living by men who have been dead for one
hundrcd yeara, The President can not cure the evils he finds
hefore him.The Senate has grabbed many nowers and hac becorme a
hoase of priviiege. 'he popular h#ouse has become and insignif-
icant influenrce,through which the views of t e people can not be
realized. The Amerlican donstitution and systom of government hsas
brolen down; mighty chanpes are at hand,and the American people
muet find a wny of governing th mselves,

Likewlse,#s# according to this article,American finance has
brorken down. The most extravagant gambling institution in the
world is Wall Street. It is based on robbery,cheating and
demoralization. Of all the rotton things in ¥all Street,the
rottonest i1s over-capitalization and the enormous consolidation
of interests,and the attendent thereupon 1issue of securities
largely made up of water. Municipal franchises have been
exploited in the moast shameful way. Railways and tramways have
been watered and re-watered for the benefit of exploiters.
Immence trusts,controlling the necessities of 1life,have not only
cornered the commodity,but watered the organization as a
financial proposition to ten times more than it should have been
in some cases.

Unfair concentration of canital,stock-watering and

stock gambling-- these three combined can ruin almost any nation.
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Add#$## the worst thing of all is that the financial abuses which
are so enormous and far-reaching are to-day entrenched in the
conetitution.You ~ust smash the constitution to smash the abuses.
Such 18 the opinion of some Canadianse of conditlione in the
United States.

From such an ungodly crew and ill-fated passengers of our
ship of state,the “anadians might well turn away in alarm. But
they were sorewhat unduly alarmed. The conditions are hardly as
serious as the Toronto World points out. If the Canadians
will only look about them,they may find problems of their own.,

Vilthout doubt the Canadians were afraid of those trusts
mentioned in the article | have been quoting. Said Mr,Borden
in a speech in the House on February 9,1911:

" We can guard agaimst our own trusts and combines by
appropriate legislation passed by the parliament of Canada,but
we have no meins except our tariff to guard against the trusts
and combinec of other comntries. With a tariff unioniihe two
countttes there must be a political union for Canadian protect’ on.

We have now seen the Canadian attutude toward reciprocity
through the eyes of its opponents. ?et ue now see it through
the eyes of one of the most vigorous advocates of recirrocity,

John A.hacdonald,
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" The truth isjthe most potent factor in the election was
not the economic argument,or the commercial advantage which
reciprocity in natural products would have broughg, but the
vague prejudice against the United States,the distrust of t e
sincerity of the American politicians and the uneasy fear that

free trade relations might in some way lead to cleser political

connection.It was sentiment and not reason,fear and not argument,
that tipped the scale against reciprocity. For many years there
has been in the sub-conccioueness of Canada a resentment at the
opén disregard of Canadian interests manifested by the United
Gtates in every amendment of the Amercian tariffs.pfHLHg Hébuisd
Prohibvitive tariffs on the natural products of Canada destroyed
Canadlan trade and greatly hampered Canadinn development.

"back of all this was the unforgotten grievance of Canada
against the United ~tates,in which Britain was also involved
because of the settlement of inter-national boundary disputes!
——————— "That old sense of having been given the worst of every
bargain waes rcvived and made acute when a new tangain was
propoged, -~-----c--—--

——————— "The spread~-eagleiom of the American politician," too,
says Macdonald," and the lavish display,boastfulmess and

fluounting of the stars and strives by the American tourist in

1.J.A.Macdonald,Contemporary Review,lov.1911.The Canadaian
mlections and Afterwards.
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in Cenada has made a widesprcad dislike of American ways.,

"~11 these things conspired to create a general prejudice #g##
agalnst the United “tates,and to this prejudice the opponents
of the Laurler government made direct and persistent appeal.
———————— " The Union Jack was waved as against the fear of the
Stars and ~tripes. To argue against cuch an appeal,or to reason
with emotion aroused,was as vain and futile as to rebuke a
London fog., -=----- Beyomrd all question the appeal was irrelavant,
“nd the fear of annexation as a possible result of reciprocity
in trade was utterlyaﬁgdiculously absurd."”

We find,then, that the political conside-ations that
led the Canadians to refuse reciprocity lay in the past more
than in the present or the future. Thic being the case,we can
f#iexpect the Canadians to reverse their decision if agiin given
the opportunity to vote on freer trade relations. There are
two reaons for hoping for such a result. First, having now
had their little revenge for rebuffs received at the hands of
the United States,one motive for refusing reciprocity would be
weakened. The oter ie that grejudice,although hard to argue
against, gradually weakens with time,as the prejudice in the
United “tates against anything British has weskened. Without
doubt another campaign for freer trade relatbnms would see
the same prejudice appealed to in Canada,but the responce would

not 1ikely be so strong as before. The majority against reciprocity
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was not very large,and a little change in sentiment might

overturm it.

IX. Reclprocity and the Empire.

Perhaps the strongest opposition to reciprocity developed
in Englhand rather than in Canada or the United States The
British (Conservative) arguments ranged all the way from the
assertion that reclprocity would interfere with the Imperial
preferential tariffs,to the assertion that 1t would destroy all
poselbllity of Imperial Union and a possible Imperial Zoll-
verien,and would lead to the annexation of Canada to the
United States. Some British writers say in the proposed agree-
ment the gateway of economic ruin for both the United States
and Canada, Canadian agriculture would ruin the United States,
and the United States manufactures would ruin Canada.

One British writer declares that President *aft con-
ceived the brilliané idea of offering the Cnaadians such terms
of reciprocity as might induce ther to become the future hewers
of wood and drawers of water for their suothern neighbors.

He mentions Senators Cummings,Jones,and Mccumber,and Champ

Clark as olenly favoring annexation.
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1 Roper Lethbridge,Nineteenth Century,June,1911,
Canadian Autonomy and American Reciprocity: an
English “oint of View.
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Another points out that the foundation of the German Zoll-
verdin lead surely and steadily to the creation of the new
German lmpire a generation later .The majority of the population

of the United States,he says,expect what most CanadianConservatives

and many Canadian Liberals dread,the pacifid absorbtion of the
Yominion by the U,ited States., Farmers for the Republic will
move north in larger numbers than over,but they will move for
business reasons on.y,and under the new conditione,their trade
and railway connections with the United States would be far
more importent to themthough settled on Canadian soil,than any
Canadian political interests whassoever, I these circumstances
reciprocity would widen baturally into a North A-~erican Zoll-
verein,with free trade from Panama to the POle,and a proteftion-
ist tariff wall against all the world without,including the
United bingdom.

Anothar BH### nglishman says that " any agreement from

which the rest of the Empire is excluded,and which brings one
portion of the empire into more intimate relations witha foreign
countr: than the rest of the empire, and which tends to make the
development of that great Dominion more and more dependent upon
foreign enterprise,foreign capital,and foreign routes of travel,

than upon the established lines which run onBritish territory

l.J.L.Garvin,Fortn.Rev,,«sarch,1911. Imperian Union and American
Reciprocity.

2 .Benj. Taylor,Fortn.Review.,0Oct.,1911.Preferential Trade in
the mpire.



i1 matter for Imperial anxiety,"

Having seen now what some British opponénts of reciprocity
believe might happen with freer trade relation,let us next examine
the actual problem of Imperial realtions in connection with
freer trade between the United States and Canada. One of the
most lmportant phases of this problem concerns the Imperiah
preferential tariff,

Since July 8,1900,British goods have enjoyed a preference
of one third in the Uanadian tariff. The average Canadian dutles
ra.ge from 10% to 35% ad valorem. This leaves British goods

tnxed at from 6% to 24%.

" This much must be allowed,sns regards British interests:
that,in so far as reciprocity would encourage free trade and
destroy protection,in so far it must destroy the system on
which Imperial Prefemence depends. But when it comes to whighimg
the loss involved,there is little to be made of it. Even the
preference has not been able to break down the tariffs against
ue; and if reclprocity led as it might,to an all round lowering
of those tariffs in the future,to that extent our manufacturers
would gain., twvery blow struck to Canadian protection is a blow

stridck in the behalf of our traders,"=———-cceccmmcrcmmceece=-

----% Preference has not enabled us to hold our own against
@ .tdénburgh Review,April,1907.Colonigl Prefemential Tariffs,
2.C.g.Mallet,Contemporary fleview,0ct.1911.The Case R##

for neciproclty.



the United States in the Canadian market,or to prevall against
geographical conditions and the similarity of tastes and hsabits
which make it inevitable for Canadisns and Americ ne to trace
with ore anot-er,

" mven under preference Ca-ada's exports to the United
Mingdom,in spite of the large increase in her food exports, hmve
fallen from £97 in 1897 to &07 in 1910,whereas her exports t
the United States have risen from 32% to %7%.Even under prefer-
ence,American trade and the American markets are more important
to Canada than our own." One of the chief reaeons for this is:

" The Atlanti€ Ocean serves as the great barrier,and will
always act ae an aliy to the United States in her competition
with the United ®ingdom to supply the wants of the Dominion,
and the value of thie alliance far outwel-hs any possible scheme
of preference,”

We find then that Great Britain would lose 1little by the
breaeking down of the preferential tariff,and that Bhe might
galn more in the end bty the breaking down of the protective
system in Canada,as well as in the United States. Britain's
interest in freer trade relations between the United States and
Canada,we must con clude is mainly political rather than economic.

If there is no danger of Canada breaking away form the Empire

1.kEdinburgh Review,April,1707,Colonial and Preferential Tariffs.



because of reciprocity,then Britain has nothing to fear,
Now, just what 18 the danger of Canada becoming a political

annex of the United “tatesP because of freer trade relations?

Llhere seems to be no reason why Britain,or Canada either,
should apprehend and such # result. In the first place,if the
Unitoed States had any strong desire to incorporate Canada in
her political domein,it is probable that she would have attempted
it before now, ©>Secondly, the chief motive for any naticn to
do any land grabbing is desire for greater freedom of trade with
a larger cxtent of territory. Nothing will arouse the Bombative
spltit & much ae the knowledge that something is to be gained
by fighting., Therefore ,1if Britain fears that Canada may desire
to ,or may be forced to become a politicsl annex of the United
States,the worst policy she can pursue is to attempt to hamver
natural trade relation between the two countries,

In the third place, over half of “anada's foreign trade
is with the United States now,and yet,before the question of
reciprocity was brought up, there was l1ittle to be heard of a
political union between the two countries. If Canada can do 50%
her trading with us,and not become and adjunct of the United
btates politically, why should there be danger of annexation
the moment that trade promised to become a little larger and
more profitable?. In fact there is less sentiment in the United
States in favor of annexing Canada than there is for annexing

Nexick, with whom we have only half the trade that we enjoy
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with vanada. This is true because the Americans are more secure

in theri business relations with Canffada than with Mexico.

‘X. Diplomatic Difficulties,

It 1o asserted that there are diplomatic difficu:lties in the
way of freer trade between the United States and Yanada.,
" Canada is a party to the Imperial treaty system,and she can
not give to the Unlted States what she does not give to all t#
countties with which she has most favored nation treaties,"
There is a solution for this difficulty " under a system
which would give the United “~ingdom and each state of the kmpire

a reclprocating and nn Empire tariff,"

As far as the most favored nation clamse is concermed,the
United States is at liberty to grant reciprocity or free trade
to Canada without thereby necessarily embarking upon universal
free trade. The following is the American interpretafon# of
Lthe most favored nation clause?

" The most favored nation clause of our treaties with
foreign powere have from the foundation of our government been

invariably construed both as not forbidding any internal

1.Benj.Taylor,Fortn,Review,0ct.1911. Preferential lrade in
the umpire,
2. Opinton of Attorney General Olney,Nov.13,1894.(##210p.80-83)
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regulations necessary for the protection of our home industries,
and as rermitting commercial concessione to a country which
are not gratuitous,but are in return for equivalent concessions,
and to which no other country is entitled except upon rendering
the same equivalent."

The ~upreme Court of the United States,as well as the
Secrotaries of the Fwa#iryd State,Jefferson,John Quincy Adams,
Clay,Livingston,bvarts,and Bayard,took the same position in

regard to the favored nation clauses.

XI.American Statesmen and Politicians and the

Question of &nnexation.

As to whether freer trade would lead to annexation,lI
have scld something in other secthonses of this paper. Unfortunately
some of our statesmen have permitted themselves to make indis-
creet remarks which can be interpreted as meaning that the
United States is ready to gobble up Canada on the first pretext.
Preeident +aft and Champ Clark,because of their prominett
positions, stand out as the chief offenders in this respect,
while Hoosevelt might have refrained from repeating an unfortu-
nate starement of Taft,and thus avoided increased publicity &f
it. Of Clark's remarﬂ,ﬁothing need be said #it except that it
smacks of the cheup political patriotism of "Hip,hip, hurray,

boys,we're all for the flag. Come out and vote."
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faft's remark was little more nor less than the truth baldly
stated in Buch a way as to wouhkd sensitive inter-national fe#élings.

"The amount of Canadian produce we would take would produce
a cureent of business,between Vestern Canada and the United
States that would make of “anada only an adjunct of the ®nited
States." Such a remark could not but have an insulting sound to
the sensitive Canadians . Of course “aft meant only an economic
adjunct. An adjunct by difinition is something added to,but not
e part of. It is a complement,or a help. If Canads becomes as
adjunct of the United States# (infact,if we can judge by trade
figures#rhe# is that already) The United States by the same
process becomes and adjunct of “anada. Because Canada is the
smaller adjunct is no sign that she will suffer thereby. The
remark of President Taft is notigminous ag it sounds,

Secretary Knox has better expressed the general sentiment

of the Unlted States toward Canada.

"The §r0position with which we have to deal is economic, not
political.The United States recognizes with satisfaction that
the Dominion of Canada is a permanent North American political
unit,and that her autonomy is secure."------ The two meoples are
and always have been most closely related geographically and

rac'ally.Pursuing the same course of development and fostering
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1.Speech of the Hon.Philander Knox before the chicagb Association
of Commerce,Feb.15,1911. Printed,## 81lst Congress,3d Session,
House of *ep.Doc.1418.
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thé same ild@eals,their social relations have been intimate and
compléex,and inevitably brought them together politically in the
sams8e ,but only i~ the sense of possessing similar laws and
systems of govermment,and the symvathies of 1lake desires,although

living under separate sovereignties.,"

XII.Conclueion.

We have now considered the question of #eé freer trade
relations between the United Ettates and Canada from several
points of view. We have glanced at the theory of protectionm,
and have found that it does not warrant a tariff wall between t
fhe United States and Canada. We have examined the arguments of
the 8pecial interests involved,and find that they do not
justify a restrictive commercial nolicy. We have seen that
neither Great Britain nor Canada need to fear territorial
aggression on the part of the United States beBause of freer
trade--that,iff fact, commsrcial restrictions would only serve
to magnify any such desire on the part of the United States if
it did exist. Socially Canada need not fear contamination
through closer trade relations with her neighbor. if such
contamination & possible under free trade,it is just as
possible under protection when even under protection more than
half of Canada's commercial intercourse with the world is with

us. To escape such contamination,if it is possible, Canada
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would be compelled to pass a bill of non-intercourse ag-inst
the Unlted Ltaten,and enforce it patroling her southern border.

e have seen that the majority of the people both of
Canad and the United States would be benefited by freer tradse.
Furthermore it seems that legislation to secure freer trade is
now possible in the United States,and that the Cmanadiane would
not long hold out 2gainst the offer of terms so desireable
from an economic point of view, Our final conclusion,then,is
that freer trade relations between the United States and

n
Canada are highly desireable,nand possible of attaiment.
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Roper Lethbridge,Canadian Autonomy and American Reciprocity:
An kEnglish View,

Nineteenth Century,June,1211l.
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Eeckles Willson,The Defeat of Continentalism in Canada,
Nireeeenth Century,eptember,191’.
J.L.Garvin,Imperial Union and American Reciprocity,
Fortnightly Review,March,1911.
Edward Porritt, Reciprocity Agreement and the British Colonial
Policy,
North American Review,April, 1907.
Edward Porritt,Canada and the Payne Bill,
North American Review,Vol.186,pp.688-94,
Colonial Preferential Tariffsg,
Edénburgpg Review,April, 1907.
Bernj.laylor,Preferential Trade in the Empire,
Portnightly,Ootober,1911.
C.s.Mallet,The Case for Heciprocity,
Contemporary Review,October,1911.
J.J.Harpell,Canada and Tariff freform,
Contemporary feview,January,l1910.
J.A.Macdonalid,The Canadian LElections and Afterward,

Contemporary Review,lMNovember,1911.

2.Vther articles used

C.Battine,Canada's Choice,

Nineteenth Century, September,191l.
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Canadian Reciprocity and the Barmer,
Current +iterature,May,1911.
Defeatn of Reciprocity,
Forum, November,1911.
Farmer and Reciprocity,
Outlook,May 20,1911.
Roper Lethbridge ,The Liberal Policy of Imperial Disintegartion.
Nineteenth Century,March,1911.
A .Milner, Value of Canadian Preference,
Nineteenth Century,84:525-33.
J .Boyd, The Nationalist Movement,
Canadian %agazine,January,l1911.
A .Hawkes,Strength of American Enterprise in Canada,
Nineteenth Century,July,1910.
Arthur Stringer, If Canada Should Come In,
Harmpton, April,1911.
Why feciprocity Was Rejected,
Review of Review, November,1911.
Dr. Crozier,A Warning to Canada,
Fortnightly Review, September,1911.

Literary Digest,September,30,1911.

Other articles in magazines,reviows,an’ newspapers,

Note:This 1s not an exhaustive bibliography. Agreat many
articles discussing this subject apnezred in the magazines
during 1910,1911,which are no. mentioned here.
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