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CHAPTER 1

INTRODUCTION

The subject of foreign trade has received increasing attention
since the depression and the decline of that trade. The Federal govern-
ment enacted the Reciprocal Trade Agreements Act in 1934 and embarked
upon a program of foreign-trade expansion. This object is to be ac-
complished through a net-work of trade agreements negotiated by the
executive department.

There is, however, no unanimity among statesmen, economists, and
writers on the methods employed in the effort to expand our foreign
trade or the results obtained under them. The subject is a controversial
one. The Republicans have condemned the program and advocated the re-
peal of basic act. Their position is summarized by the Republican plat-
form of 1936, which reads as follows:

"We propose to protect the American farmer against importation of
all live stock, dairy, and agricultural products, substitutes therefor,
and derivatives therefrom, which will depress American farm prices. We
will repeal the present Reciprocal Trade Agreements Act. It is futile
and dangerous. Its effect on agriculture and industry has been destruc-
tive. Its continuation would work to the detriment of the wage-earners
and the farmers. We will restore the principle of the flexible tariff
in order to meet changing economic conditions here and abroad and broaden
foy careful definition the powers of the Tariff Commission in order to
extend this policy along nonpartisan lines. We will adjust tariffs with a

view to promoting international trade, the stabilization of currencies



and the attainment of a proper balance between agriculture and industry.
We condemn the secret negotiation of reciprocal trade agreements without
public hearing or legislative approval.”!

In equally emphatic language, the Democrats praise the program and
urge its continuation. The platform of the Democratic party of 1936
states its policy as follows: "We shall continue to foster the increase
in our foreign trade which has been achieved by this administration; to
seek by mutual agreements the lowering of those tariff barriers, quotas,
and embargoes which hive been raised against our exports of agricultural
and industrial products; but continue as in the past to give adequate pro-
tection to our farmers and manufacturers against unfair competition or
the dumping on our shores of commodities and goods produced abroad by
cheap labor or subsidized by foreign governments. "2

In North Dakota, discussions of the reciprocal trade program center
more or less on the agreement with Canada. The platform of the Nonpart-
isan League which was adopted at the State convention at Bismarck, March
1-4, 1938, declared its opposition to the principles of the Canadian
agreement as the following quotation from that platform reveals;

""Since agriculture is the basic industry of the United States, and
particularly of North Dakota, and general prosperity is impossible until
the American farmer receives a fair price for his produce, we do condemn
the trade policies that now exist which discriminate against our agricul-
tural products in foreign markets and which permit agricultural products
to come into our country in competition with the native products of our
soil. We affirm that agriculture in these United States is still in a2

1 Americana Annual, 1937, p. 234.
2 Ibid., p. 257.



state of depression with tillers of the soil laboring under unbearable
taxes and debts and compelled to sell their products on the basis of the
depressed dollar and buy the things they need on the basis of the in-
flated dollar. We favor protection for our producers and insist on pro-
tecting our home markets for native products."”

The writer was prompted to choose the subject of Canadian-American
trade relations for this thesis because of the controversial nature of
the subject. Enlightenment comes only through study, and the writer was
prompted by the desire to know the truth.

statement of the Problem

The problem in its simplest form is: What are the economic effects
of the Canadian-American Peciprocal Trade Agreement on ~orth Dakota? In
addition to this main problem, there are a number of sub-problems, the
solutions of which contribute to the solution of the main problem. These
can also be stated in the form of questions: (1) What is the importance
of the subject? (2) What is the history of reciprocity between Canada
and the United States? (5) What are the principles of the present recip-
rocal trade program and the provisions of the agreement with Canada? (4)
What is the nature of production in North Dakota? (6) That is the general
trade between Canada and the United States? (6) "“%at is the agricultural
trade between the two countries: (@) What exports to Canada embrace pro-
ducts of North Dakota? (b) What imports from Canada compete with products
of this State? (¢) How do these exports and imports compare? (7) What are

the reasons for either the equality of or the difference in these exports

3 Grand Forks Herald, morning edition, ?arch 4, 1938, p. 6



and imports? (@) What are the conclusions: (@) If the trade under the

Canadian agreement is beneficial to North Dakota, are there detrimental

offsets? (b) If the trade is detrimental, are there beneficial offsets?
(c) What are the broader aspects of the problem?

Each of the foregoing sub-problems is treated in the order given,
and each occupies a chapter in this thesis. On the aggregate solutions
of these minor problems depends the answer to the main question: what
are the economic effects of the Canadian-American Reciprocal Trade
Agreement on North Dakota?

Delimitation of the Ctudy

The problem is limited to the economic effects of the agreement.
Political, social, and cultural effects are not considered in this study.
As has been pointed out, the effects are studied in their relation to
North Dakota, rather than to the United States as a whole. Consideration
is limited in the main to the agricultural trade between Canada and the
United States under the agreement, although summaries are given of the
entire trade as a necessary basis for the problem. Another limitation
of the problem consists in confining consideration to those agricultural
commodities (1) which are of the kinds produced in North Dakota and (2)
on which the agreement reduced the duties. But summaries are given for
the total agricultural trade, to aid in the solution of the problem; and
finally, production aspects of the problem are studied rather than con-
sumption aspects, while the analysis of the trade under the agreement is
limited to only the first year, 1936, because of the incompleteness and
the unavailability of the statistics for 1937 at the time this study was

being undertaken.



Review of Related Literature

Although there is a mass of literature on the general subject of
reciprocal trade agreements, there is hardly any literature confined to
that branch of the subject covered by this thesis.45 Only two studies
of the effects of tne trade under the Canadian agreement on North Dakota
have come to the attention of the writer. One of these consists of
eight charts and two pages of descriptive matter, and covers only the
cattle shipments to the TTnited States from Canada in 1936 and the rela-
tionship of these shipments to the cattle prices in this country."" The
first chart is a reproduction of another chart which appeared in a live-
stock journal in this country, showing in graphic form the decline in
cattle prices in the United States in the first six months in 1936 and the
increase in the cattle importations from Canada during the same period.
No other factors in the price decline are indicated in the chart, and the
impression is created that the drop in prices was due entirely to the im-
ports of cattle from Canada. It is this impression that the subsequent
charts and syllabus are designed to correct. The second chart shows the
relatively much greater receipts of domestic cattle at American markets,
dwarfing the receipts from Canada. The third chart shows that the trend
in the receipts at other American markets than those at which Canadian
cattle were received closely corresponded to the trend in receipts where
Canadian cattle were received. The fourth chart shows th it the price
trends at several American markets on the type of cattle of which Canadian
shipments were principally composed showed no variations. The fifth and

4 U. S. Tariff Commission. Reciprocal Trade; A Current Bibliography.

5 North Dakota Agricultural College. Charts and Cyllabus Concerning
Imports of Cattle under the Canadian Agreement.



sixth charts show the prices on the same type of cattle for the years 1935
and 1934, respectively. The low point was around $5 per hundred pounds

at the beginning of 1954, and the price gradually rose to about $8 at the
close of 1934. The peak was reached in April 1935 at about $12, and at
the close of 1935, the price was about $10. The chart showing 1956 prices
indicated that the price declined to about $7 in June 1936, and thereafter
rose steadily to around $10.50 at the close of 1936. It was during this
first six-month period of 1936 that the Canadian cattle imports were the
heaviest on the American market and the decline in price became associated
with the Canadian imports into the United States. However, the seventh
chart shows that the domestic marketings were also heavy during the first
half of 1936, and it further showed that they increased considerably during
the second half of the year, while the price continued to advance along
with increasing domestic marketings. It is evident that other factors
than marketings also influence prices. The eighth chart shows in graphic
form form the trade with Canada during 1935 and 1936, the year before the
agreement and the year after it. The chart shows the trade in all commod-
ities, the non-agricultural commodities, the agricultural commodities, and
the agricultural commodities on which the agreement reduced the duties.
Imports of agricultural concession commodities increased during 1936, but
their volume was considerably less than the volume of the trade in all
agricultural commodities. Although this study maintains that the Canadian
cattle imports under the agreement contributed in a measure to the decline
in cattle prices in the United States, it corrected the exaggerated im-
portance of the Canadian shipments into the United Ftates and the over-
drawn effects of these on the American market. The conclusions of that

study are in harmony with the conclusions reached in the present study.



It might be stated th t the present study has employed entirely different
sources for its facts from those used ty the study under review. Although
the study is valuable, it covers only one commodity -entering into the
trade between Canada and the United States under the agreement, which has
a direct bearing on production in worth Dakota. The merits of the Canad-
ian agreement in its relation to North Dakota must be judged in the light
of the behavior of the total trade in competitive commodities covered by
the agreement.

The second study covers the whole series of reciprocal trade agree-
ments in their relation to North Dakota up to the middle of 1936.~ It
states that the economic welfare of North Dakota is closely linked with
that of the nation and stands to lose or gain economically according to
whether the United States exports are brisk or slack. The United States
exports declined from $5,000,000,000 in 1929 to $1,600,000,000 in 1932,
and this lost trade cannot be recovered suddenly. However, preliminary
results under the trade agreements program would indicate that it can be
regained gradually. The exports to Cuba increased from $25,000,000 in 1933
to $60,000,000 in 1935, while agricultural exports rose from $6,800,000
to $14,900,000 in the same period. Exports to Belgium increased $11,000,
000 during the first year under the agreement "with that country. Exports
to Canada showed decided improvements under the agreement.

The study then proceeds with a discussion of commodities of special
interest to North Dakota. The trade in wheat is taken up Ffirst, since it
is the most important commodity produced in this Ftate. Although the ne-
gogiators of trade agreements have constantly tried to expand our foreign

6 U. 8. Department of State. North Dakota Benefits from the Trade
Agreements Program, 1936.



markets for wheat, efforts thus far have not been attended with any appre-
ciable success. Although subnormal wheat production in the United States
in recent years has been unfavorable to an expansion of our exports of
wheat, nationalistic policies in foreign countries account for most of the
loss of our wheat trade and the failure to recapture this trade. |In their
efforts to become as self-sufficient as possible, foreign countries have
increased their own wheat production and have erected impenetrable barriers
against outside wheat. The negotiations have resulted in some concessions
on American wheat, but no agreements have been made with countries which
used to be the most important markets for our wheat.

Concessions have been secured on barley, com-, and flaxseed, or their
products from some countries including Belgium, Cuba, and Sweden. Sub-
stantial exports of potatoes to Cuba followed the adoption of an agreement
with that country. The United States has not granted a reduction in duty
on table potatoes, but in the agreement with Canada, it granted reductions
in duty on seed potatoes, calculated to benefit growers in this country.
There was a mutual reduction in the duty on hay in the Canadian agreement,
designed to benefit livestock producers during periods of drought.

Then follow several paragraphs on the matter of United States con-
cessions to Canada on cattle. The importance of this particular angle of
our foreign trade is reflected in the relative length and vigor of the dis-
cussion of it in this dissertation. The reductions in duties on cattle
are moderate and are protected by quotas. Duty on calves was reduced from
2g cents a pound to 15 cents; on heavy beef cattle, from 3 cents to 2 cents;
on daixy cows, from 3 cents to 1™ cents; and on medium weight cattle, no
reduction. The quota on calves entitled to enter under the reduced rate

is limited to one-fourth per cent of the domestic slaughter; and that on



heavy beef cattle, to three-fourths per cent of the domestic slaughter.
An absolute quota of twenty thousand was set for dairy cows. Cattle
imports are less affected by tariffs than ty cattle prices. Under the
Tariff of 1922, cattle imports were heavy when prices were high. After
the Tariff of 1930 became effective, cattle prices declined and so did
cattle imports, until 1935 when both prices and imports increased again.
Heavy imports continued into 1936; and although the prices declined
during these imports, the greatest price decline occurre"d in the best
grades of slaughter cattle of which there were practically no imports,
while the least decline occurred in the price of medium grade slaughter
cattle which were the kind imported. Although increases in the cattle
imports in 1935 and 1936 were in part due to the drought in the United
States, economic recovery in the United States also attracted more foreign
cattle; and greater cattle imports is an index of domestic recovery. And
so ended the dissertation on cattle concessions.

The study then treats concessions secured on packing-house products,
which have been gained from nearly all of the signatory nations. Conces-
sions on lard and pork were granted by ten countries, and the exports to
Cuba of these products increased very much following the agreement with
that country. ]5xports of these commodities to Canada have also increased.
No reductions were granted by this country to any foreign country on meat
or meat animals. Although wool imports have increased, the trade agree-
ments granted no reductions on this commodity either.

There have been a large number of concessions by foreign countries
for American industrial products, and these are in the interest of agri-
culture too, because of their reflection in greater employment and higher

wage incomes in American cities, which stimulate meat consumption. The



expansion of foreign trade through the reciprocal trade agreements pro-
gram promotes domestic recovery. This concludes tne sustance of the study.

It is obviously impossible to treat such a large subject as the en-
tire reciprocal trade program in its relation to North Pakota with any ap-
preciable degree of completeness in a twelve-page tract. 'any important
aspects must be omitted altogether, while it is impossible to descend into
very far into details in any phase of the subject.

Sources of Data

The sources of the data for this thesis consist mainly of books and
government reports, with the latter predominating, as the following list
indicates:

Chapter Il: Wittke"s History of Canada, Callahan’s American Foreign
Policy in Canadian Relations, and the Chronicles of Canada.

Chapter Il1l1: Horn"s International Trade, Culbertson®s Reciprocity,
Lindlqy"s Half Way With Roosevelt, T7. S. Tariff Commission®s Trade Agree-
ment with Canada, and the U. S. Department of State"s Analysis of the
Agreement with Canada.

Chapter 1V: fifteenth Census of the United States, 1950, by the
TJ. S. Bureau of the Census; Yearbook of Agriculture, 1950, by the TJ. S.
Department of Agriculture; Canada Year Book, 1930, by the Dominion Bureau
of Statistics.

Chapter V: Trade Agreement with Canada, by the TJ. S. Tariff Com-
mission.

Chapter VI: Survey of the Agricultural Trade between the Bnited
States and Canada, 1955 to 1957, by the U. S. Bureau of Agricultural eco-

nomics
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Chapter VI1I: Canada Year Book, 1932 and 1936, by the dominion Dureau
of Statistics; Agricultural Statistics, 1937, by the TJ. Q. Department
of Agriculture; Concessions Granted by the United States in the Trade
Agreement with Canada, by the TJ. S. Tariff Commission; and the Cattle
Industry and the Trade Agreement with Canada, by the m. S. department of
State.

Chapter VII1: Congressional Pecord, Vol. 81, pt. 1 and 2; and the
Hearings on Extending the Reciprocal Trade Agreements Act before the n. c.
House ways and Means Committee and the TJ. 5. Senate finance Committee.

Method of Study

The method of study is mainly statistical as the twenty-two tables
in the study would indicate. However, other methods have also been used.
The inductive method has been used in reaching conclusions by first study-
ing representative situations, “or example, the statement is mode that
North Dakota #£? an agricultural St .te. This is a conclusion based upon
a study of production statistics. The deductive method is employed also.
Certain statements rest more upon postulations than upon inductive reason-
ing. For example, the statement is made th it imports from Canada of com-
petitive agricultural products are detrimental to North Dakota. This
Statement rests upon the assumption that price-depressing tendencies are
detrimental, while price-enhancing tendencies are beneficial to the etate.

Presentation of Data

The data are presented in a series of eight chapters which treat
separate parts of the main problem as already outlined in the statement
of the problem. The most important statistics are given in tables while
others are embedded in reading matter. The writer has attempted to make

the order of presentation as natural as possible.
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CHAPTER 11
HISTORY OF RECIPROCITY
-0 -

"Reciprocity between the United States and Canada was suggested
by some Canadian leaders as early as the 1830°’s. It was also discussed
in the United States, and several bills, introduced in the late 1840’s,
either were defeated iIn the Senate, or else became lost iIn the contro-
versy over slavery then raging in the United States.

Circumstances were especially favorable for the reciprocity move-
ment in Canada in the 1840*s. British preferential treatment for Canadian
flour and wheat greatly stimulated business which enjoyed special privi-
leges under the mercantilistic principle of excluding foreigners from the
trade of the Empire. But England reversed its protectionistic policy,
and when she repealed the Corn Laws, England opened her ports to the tra-
ders of all nations on equal terms. At the same time, ~gland also be-
gan to reduce her duties on foreign lumber, and finally she also repealed
her Navigation Acts. These changes in British policy affected adversely
the grain and flour business in Canada, the lumber trade, shipping, and
all subsidiary interests. The turn to free trade meant heavy losses to
Canadian industries and forced her into a period of depression and pes-
simism at a time when the United States was enjoying prosperity. Canadi-
ans who had been strong supporters of the British connection began to
doubt the value of this affiliation when all of its pecuniary advantages
disappeared and began to seek closer relations with the United States to

to solve their commercial troubles. Some of the more discontented evenl

1 ffittke, Carl. History of Canada, p. 139.
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advocated annexation to the United States. This sentiment came to a
climax when an annexation menifesto was issued at Montreal in 1849. The
movement had some response along the border in the United States, but did
not receive support from the American government, nor did the American
public manifest any unusual interest in the matter. With the revival of
prosperity the following year in Canada, the movement collapsed.”

The economic depression and annexation movement in Canada made a
deep impression on Lord Elgin who was governor-general of Canada during
this period and who did not share the views of some of his contemporaries
in Great Britain that the alienation of Canada was inevitable. He felt
that Canada®"s ills were commercial rather than political and that a re-
currence of annexation sentiment, which became associated with commercial
depressions, could be prevented by fostering closer trade relations with
the United States. He began to urge the adoption of reciprocal arrange-
ments with the United States and included in his proposals for a treaty
not only the freer exchange of commodities, but also mutual concessions
in river navigation and coastal fisheries.”

Lord Elgin himself went to Washington in 1854 to conduct the nego-
tiations with the American Secretary of State and to overcome opposition
to his proposals in the United States Senate. His diplomacy was success-
ful, and the treaty was concluded in June 1854.4 gave United States
fishermen full rights to the inshore fisheries of Canadian territorial
waters which had been denied to them by the convention of 1818, and it
guaranteed the British similar rights in American waters. It gave the

2 lbid., p- 136-159.

3 Callahan, J. M. American Policy in Canadian Relations, p. 241-257.
4 1bid., p. 257-258.
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Americans navigation rights on the St. Lawrence River in exchange for
Canadian navigation rights on Lake Michigan. The treaty also provided

for the free admission ty both countries of such natural products as grain,
foodstuffs, meats, cotton, wood, poultry, hides, stone, fruits, veget-
ables, and dairy products.b’ The effects of the treaty vindicated the
judgment of its enthusiasts, for the period following its adoption was

one of brisk business in both countries, and the volume of trade between
them showed unusual growth.6

"The Reciprocity Treaty of 1854 was cancelled by the United States
in 1866, for a variety of reasons. Perhaps the most important reason
was political, rather than economic, for the United States had become
distinctly unfriendly to Great Britain because of the latter"s attitude
and conduct during the American Civil War. Many in the United States
opposed what they considered a one-sided bargain. Moreover, reciprocity
clearly was contrary to the desires of the protective tariff interests
which arose in the United States during and after the Civil War. Some
Americans may have believed that the abrogation of the treaty would hasten
the time of annexation.

The annulment of the treaty was injurious to the British North Amer-
ican provinces, especially to the maritime provinces and the West. It
also reopened the fisheries and navigation controversies. The Canadians
thereafter undertook to enforce the fishing restrictions against the Amer-
icans and used their power over the fisheries as a lever to force the re-
newal of the cancelled reciprocity agreement. The situation became crit-

5 Wittke, Carl. op. cit., p. 139-140.

6 lbid., 140.
7 1bid.
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ical when Fngland sent cruisers to Canada to aid her in the enforcement
of fishing restrictions. International relations became strained, but
open rupture was averted by the appointment of British and American com-
missions to carry on negotiations for the purpose of settling all out-
standing differences between the three countries. The negotiations re-
sulted in the Treaty of Washington of 1371. At the conference, Canada
continuously pressed its advantages in the fisheries with the view to
gaining admission to the American market by reciprocal freedom of trade.
From the very beginning of the conference, the Americans offered no en-
couragement to the Canadian plan; and the final conference agreement
placed the fisheries on an independent footing, while on the matter of
tariff concessions between the United States and Canada, the treaty was
silent. 80

In spite of this diplomatic defeat, the Canadians continued their
efforts to secure a renewal of the Treaty of 1854 and to link matters of
trade with fisheries and navigation, in their discussions of closer com-
mercial relations with the United States. But all atempts were futile;
and between 1866 and 1898, the United States government rejected at least
seven offers of reciprocal trade agreements.9 |In 1874, the Canadian re-
presentatives cooperated with the British minister at Washington, in try-
ing to secure the renewal of the reciprocity treaty as a substitute for
the fisheries clause of the Treaty of 1871. But the United States Senate
refused to ratify the proposed treaty.-}0 After that, a high protective
tariff policy gained increasing support in Canada; and when the protection-

8 Callahan, J. M. op. cit., p. 526-551.

9 Wittke, Carl. op. cit., p. 265.
10 Callahan, J. M. op. cit., p. 354-357.
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the beginning was made of a series of retaliatory tariffs which have been
the source of irritation on numerous occasions in the trade relations be-
tween Canada and the United States.l1l However, the desire for recipro-
city in trade with the United States has continued to persist in Canada
in spite of its vigorous national policy inaugurated foy the tariff in
1879. Although the Conservatives originated the national policy and were
committed to protectionism, they too sent a commission to Washington in
the interests of reciprocity when they were in control of the government
and were as unsuccessful in 1891 as their Liberal predecessors had been
at an earlier date.”

The desire for reciprocity in trade has run parallel to the policy
of protectionism in Canada, but this sentiment for closer trade rel itions
with the United States has assumed different forms. There was consider-
able discussion as to types of reciprocity during the economic depression
in Canada during the 18807°s. The most comprehensive plan which was ser-
iously discussed in both countries was that of a commercial union between
Canada and the United States. This plan would provide for absolute free
trade between the two countries and the adoption of a common tariff against
the rest of the world. All custom receipts would be pooled and distri-
buted between the two countries on the basis of population. Both countries
woulld discontinue their custom-houses on the boundary between the two
countries. Although the plan received considerable support in the United
States, a bill embodying the principle and introduced in Congress in 1887
failed to pass. The plan was also strongly advocated in Canada, but the
government did not support it because it would mean discrimination against2

11 1Ibid., pp. 358-361.
12 Wittke, Carl. op. cit., p. 231
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government gave no support to the movement because of its discrimination
against CGreat Britain.13 Another plan was that of unrestricted recip-
rocity, a plan of absolute free trade between the two countries and the
retention of the custom-houses along the frontier. Bach country would
in all respects manage its own tariff system. This plan also failed of
adoption. In Canada, the Conservative party opposed it because it con-
flicted with its national policy; and in the United States, the Uepub-
lican victory in the election of 1888 on a high-protective platform put
reciprocity out of the question.” A third plan was one of limited re-
ciprocity. This is similar to unrestricted reciprocity; and both coun-
tries would manage their own tariff system. Bach country would make
tariff concessions to the other on a well-considered list of commodities.
The Liberal party in Canada endorsed this plan in 1893; and when it was
restored to power in 1896, it tried to fulfill its pledge on at least
two occasions before the close of the nineteenth century.

With the opening of the twentieth century, the Canadian government
experienced new pressure for tariff reform and reciprocity with the United
States, while at the same time, the United States became more interested
in closer trade relations with Canada, The passage of the Payne-Aldrich
tariff by Congress in 1909 provided the occasion for discussions concern-
ing limited reciprocity with Canada on an unprecedented scale. This tar-
iff was consistent with traditional American protective policy, but it
differed from previous tariffs in that it provided a system of minimum
and maximum rates. The maximum were 25 per cent higher than the minimum

13 Chronicles of Canada, Vol. 30, p. 109-114.

14 Ibid., p. 118-125.
15 Ibid.
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rates and were to be applied to imports from nations which did not extend
their lowest rates to the United States. Canada declined to qualify for
the lower American rates and threatened to impose still higher duties on
exports to that country from the United States. President Taft himself
took an interest in the matter and secured sufficient tariff concessions
in an agreement with Canada to enable him to apply the lower American
rates to imports from that country and to prevent the threatened retali-
ation. However, this agreement was only the beginning of a far more spec-
tacular episode. President Taft saw possibilities of a much broader re-
vision of the trade relations with Canada and immediately instituted ne-
gotiations which resulted in an agreement which envisaged a large degree
of free trade between the two countries and which was to be made effec-
tive by concurrent legislation at Ottawa and Washington.16

"The reciprocity agreement provided for (1) mutual free lists of
leading primaiy food products such as grains, fish, fruits, dairy and
poultry products, and livestock, and () reduced rates on secondary food
products as fresh and canned meats, cereals, flour, and others. In ad-
dition, (3) certain commodities, such as cotton-seed oil and rough lum-
ber, which had previously been admitted free by one country were to be
made free by the other, while (4) the tariffs on certain commodities,
such as plows, agricultural machines, coal, and others, having different
rates of duty, were reduced by the country maintaining the higher rates
to the lower rates."17

The agreement was passed by Congress and then became the chief issue
of a keenly fought political campaign in Canada, when the agreement was

16 Keenleyside, K. L. Canada and the United States, p. 310-322.
17 Wittke, Carl. op. cit., p. 266-267.
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first published in Canada, it was received with enthusiastic approval.
But slowly opposition developed which became powerful enough to pre-
vent action on the measure by Parliament and to force an election. The
proposed plan was lost by the overwhelming defeat of the Liberals and
the rejection of the measure by the new Conservative Parliament.-*-®

To analyze the political campaign in Canada which resulted in the
rejection of a plan which had been a cardinal principle of Canadian dip-
lomacy is impossible here. The arguments of the opponents of the agree-
ment may be summarized as follows: (1) The agreement would be detrimental
to Canadian industries, (2) it would tend to destroy Canadian nationality,
and (3) it would threaten the British connection. |In addition, there were
factors of personality and organization which had telling effects against
the agreement: (1) There was considerable cumulative sentiment against
the Laurier government which defended the agreement and which had been
in power for fifteen years, and (2) the interests which opposed the agree-
ment fought with greater energy and enthusiasm than those who defended it.
The appeal to British loyalty was the most powerful factor in the defeat
of the agreement.ﬁq

When the United States reduced the tariff with the passage of the
Underwood Tariff in 1913, discussions of reciprocity were revived in Can-
ada. The American tariff put many products of interest to Canada on the
free list and reduced the duties on still others. The defeated Liberals
demanded the abolition of duties on food and the establishment of recip-
rocity with the United States.” But their demands had no effect on the

19 1bid., p. 267-270.

19 Chronicles of Canada, Vol. 30, p. 260-269.
20 International Year Book, 1913, p. 134.



Conservative government which failed to make any downward revisions of
its tariff in 1914.21 During the World War, in consequence of a provision
of the American tariff and of the action of the Canadian government in
abolishing the duty on American wheat and flour, these and other less
important commodities passed free of duty in both directions. This ended
with the enactment of the Fordney Emergency Tariff in 1921 and the vord-
ney-McCumber Tariff of 1922. After that, the question of reciprocity
was neglected while interest in tariffs increased.22
“"Finally, in February 1934, the Department of State in a press re-
lease expressed the hope that in accord with its good neighbor policy it
would soon be able to take steps toward the conclusion of a trade agree-
ment with Canada. On March 2, the President requested Congress to con-
fer upon him authority to negotiate such agreements, resulting in the
prompt passage of the desired legislation (on June 12) and increased
executive action. In April, while this legislation was pending he invited
Prime "Minister Bennett to visit the White House for an informal confer-
ence on promotion of trade development. Following this conference, which
reached an informal agreement on means of action, informal discussions
were continued with a view to negotiations for removal of prohibitions
and restrictions, and for reduction of tariffs. The final conclusions
probably were influenced by the problems of a drouth in the American North-
west in August and by the recommendations of a joint committee of the Amer-
ican and Canadian chambers of commerce in September. In the following
November Secretary Hull received from the Canadian minister at Washington
information th.it Canada was ready to join in a declaration in favor of

21 International Year Book, 1914, p. 134.
22 Nelson*s Encyclopedia, Vol. 11, p. 482.
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gradual preparation for the freest possible exchange of natural products,
and a suggestion thodi there was no barrier to the immediate initiation of
exploratory negotiations to improve existing trade relations. Near the
end of December he replied that the American government was ready to be-
gin immediate preparations on the proposed basis for discussion. On Jan-
uary 21, 1934, in accord with Section 4 of an act (of June 12, 1934) amend-
ing the tariff act of 1930 and a consequent executive order (of June 27)
he gave notice of his intention to negotiate a trade agreement with Canada
and arranged for oral presentation of views before a special committee on
reciprocity. The later negotiations, although they encountered consider-
able opposition, both in Canada and in the United States, seemed promising
by June 1935. Early in the following September, preceding the defeat of
the Conservative party in the C -nadian election, the text of the pre-nego-
tiation correspondence was released by the press. Early in November, dis-
cussions were renewed at the suggestion of Mackenzie King, the new prime
minister, who visited Washington to propose a broadening of the base of
negotiations with a view to removal of barriers to trade, and to urge
speed in reaching a conclusion. As a result, on November 15, after mutual
concessions, the two governments signed a liberal trade agreement, accept-
ing the principle of most favored national treatment and minimum tariff
rates accorded to any country except components of the British Empire and
the American possessions and Cuba, providing for free admission of a small
list of products, and a considerable reduction of tariffs on a large com-
prehensive list, including reductions on certain farm and forest products

and Canadian reductions on American manufactures.'23

23 Callahan, J. M. American Policy in Canadian PalLations, p. 557-558.



On November 18, 1937, the United States Department of State announced
that it contemplated negotiations for a new trade agreement with Canada,
and on January 29, 1938, it formally announced the institution of negoti-
ations and published a list of products which it would consider in making
concessions to Canada. The Committee for Reciprocity Information re-
quested iInterested parties to submit briefs and applications for oral
hearings by March 12, and set the date for the opening of public hear-
ings on the proposed negotiations on April 4, 1938. Uhen the new trade
agreement is concluded, it will replace the present agreement which ex-
pires at the end of this yaar.* Tor further developments, watch your
newspaper .

24 U. S. Department of State. Trade Agreement Negotiations with
Canada.
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CHAPTER 111
THE RECIPROCAL TRADE PROGRAM
- o -

The present reciprocal trade agreements between the United States
and certain foreign countries have been negotiated in pursuance to a
grant of authority by Congress to the President on June 12, 1954, through
the Trade Agreements Act. This measure is one of the general recovery
acts of the Roosevelt Administration and conferred upon the President in-
creased powers to regulate commerce with foreign countries, by giving him
authority to enter into trade agreements with other nations, to lower
duties on imports by as much as 50 per cent of the existing rates, and
to modify without limitation other restrictions on foreign trade. The
law put tariff changes on a bargaining basis by which foreign countries
must lower their tariffs if we lower ours.”

This bargaining process encounters difficulties on account of the
complexity of barriers to trade which the depression has produced in most
of the countries. In the United States, the tariff is practically the
only form of trade barrier; but in other countries, many other forms have
developed, such as quotas which impose quantitative restrictions on im-
ports, import licenses by means of which imports are restricted to those
whom the government chooses to license for the purpose, compensation agree-
ments which provide that every import must be balanced by a corresponding
export, clearing agreements under which transfers of foreign exch “nge
are eliminated so that transaction between two countries are cancelled

one against the other, exchange control which provides that money to buyl

1 Horn, Paul V. International Trade, p. 204-209.
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abroad may be obtained only with special permission, and many other de-
vices for the control or restriction of foreign commerce. The TJnited
States government secures concession from foreign countries in all of
these various forms of restrictions, and barriers are removed or amelior-
ated to promote recovery in world trade.O

The machinery for negotiations with foreign countries consists of
the President, upon whom rests the responsibility of making and carrying
out commercial agreements, the Secretary of State, who has been placed in
charge of negotiations, and various committees each with more or less
specialized functions. The most important of these committees is the one
on commercial policy; another carries on economic studies in regard to
foreign trade; then there are committees for individual countries with
which the United States intends to negotiate agreements; and finally there
is a committee on information which conducts hearings of persons interest-
ed in particular negotiations.

Seventeen agreements have been concluded under this program thus far.
Seven have been made with European countries: Belgium, Sweden, the Nether-
lands, Switzerland, France, Finland, and Czechoslovakia; five with the
Central American republics; three with Cuba, Brazil, and Colombia; and
finally one with Canada. The agreement with Czechoslovakia was the last
one to be concluded and was announced on March 9, 1938. The agreement with
Canada is in the process of revision at the present time.

Although Congress orginally granted authority to negotiate trade
agreements for three years, the authority was extended for another three
years; and unless renewed again, the act expires June 12, 1940. Agree-

2 Culbertson, W. C. Reciprocity, p. 21-28.
3 Horn, Paul V. op. cit., p. 216-218.
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ments concluded under this authority become effective by executive pro-
clamation without congressional or senatorial approval as required of
other treaties.” The act provides for the generalization of all duty
reductions in accordance with the unconditional most-favored-nation prin-
ciple. Tariff reductions granted to one country are extended to all other
countries which do not discriminate against the commerce of the United
States. Both signatories to an agreement promise to extend to each other
the lowest rates either grants in the future to any third country, during
the life of the agreement.5 The United States has denied most-favored-
nation treatment to Germany and Australia because of discriminatory prac-
tices against American trade; and although the United .States is extending
the principle to the trade of Japan, we have raised the tariff on Japan-
ese textiles and trade relations between these two countries have been
somewhat disturbed.6 After Austria was absorbed by Germany, the United
States withdrew its most-favored-nation treatment from that country and
placed it on the same footing with Germany.? The United States agreement
with Cuba is an exclusive arrangement the preferential duties of which are
not extended to other countries; and in our agreement with Canada, the
Canadian preferential duties for the trade of members of the “Empire were
not extended to the United States under the most-favoreu-nation clause;
instead, Canada accorded to the United States its intermediate duties.®

There are several other principles which are recognized expressly or
by implication by the Trade Agreements Act. One of these is that imports

4 Culbertson, W. C. op. cit., p. 102 ff.

5 1bid., p. 67-72.

6 Lindlgy, E. K. Half Way with Roosevelt, p. 551-352.

7 Grand Forks Herald, April 7, 1938, 7:4.
8 Culbertson, W. C. op. cit., p. 76-78.
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and exports are related and form parts of a single commercial transac-
tion. The United {States endeavors to expand its foreign markets by se-
curing tariff concessions abroad and by giving corresponding concessions
for foreign products in the United States. The program of trade expan-
sion is based upon the proposition that increased exports necessitate in-
creased imports.9 Closely associated with this principle is that of the
principal supplier through which negotiations are devoted mainly to con-
cessions on the characteristic trade between the two countries. It means
that the United States grants concessions on commodities imported in major
amounts from the particular country and secures concessions on commodities
which that country imports in major amounts from the United States.10
Still another principle recognized, by the negotiators is that of natural
or industrial specialization. The United States secures concessions
abroad on commodities in the production of which the United States pos-
sesses special advantages and grants concessions on commodities in the
production of which it does not possess any significant advantages.H

The wisdom of these policies has not been unchallenged. Critics
have contended that the United States is giving away something for nothing
through the operation of the most-favored-nation principle. The policy
of increasing imports in order to increase exports has been attacked on
several grounds: (1) One industry may be unduly fostered at the expense
of another industry; (2) increasing imports does not necessarily mean in-
creasing exports; and (3) that we should be more consumer-minded in our
attitude toward foreign trade and should be trying to cash in on the la*“ge%

9 Horn, Paul V. op. cit., p. 214-215.

10 Culbertson, W. S. op. cit., 189-190.
11 Horn, Paul V. op. cit., p. 209-14.
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debts foreign countries owe the United States, by encouraging imports to
enable foreign countries to pay their obligations, even to the degree of
planning an unfavorable balance of trade in the United States. Critics
of the principle of specialization have contended that although economic
specialization has not disappeared entirely, it has been contracting on
account of the growth of nationalism and the high degree of self-suffic-
iency of the most important nation in the world, such as our own country,
Great Britain, Russia, France, and to a lesser degree other important
nations. The fostering of closer trade relations with nations in the
European war zone has also been criticized.12

It is impossible to go into a detailed discussion of the foreign
trade policies of the New Deal, or the validity of the arguments of its
critics. The proponents of the reciprocal trade program have never been
lacking in arguments to justify their policies or their methods. An an-
alysis of the arguments pro and con is a subject for more intensive study
than is required for this thesis.

The Agreement with Canada

The trade agreement with Canada was signed November 15, 1955 and
went into effect on January 1, 1956. The purpose of the agreement was to
promote recovery on both s™des of the line, and hopes were high in both
Ottawa and Washington th ~t it would result in the restoration of the large
trade which totalled nearly $1,400,000,000 in 1929 and which had declined
in 1954 to about $525,000,000. During this period, imports from Canada
dropped from $505,000,000 to $252,000,000, or 54 per cent, while exports

to Canada dropped from nearly $900,000,000 to *502,000,000, or 66 per cent.

12 Lindley, E. K. op. cit., p. 542-561
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While much of this decline may be attributed to the depression, a chief
cause of the loss in tr ide between the United States and Canada during
the period mentioned was the high tariff rates and other barriers to trade
erected in the two countries. It was this situation that the trade agree-
ment with Canada was designed to correct.13

The agreement consists of four parts: (1) The general provisions,

(2) Schedule 1, Canadian tariff concessions, (56) Schedule I1l, the United
States tariff concessions, and (4) the Canadian diplomatic note relating
to administrative concessions.

The General Provisions

The United States and Canada agree that each will accord to the com-
merce of the other unconditional most-favored-nation treatment in regard
to customs duties and related matters,”™ subject to some generally recog-
nized exceptions to the most-favored-nation clause, such as the exclusive
arrangements between the United States and its outlying possessions and
Cuba and the exclusive arrangements between Great Britain and the members
of the Umpire.-"

The agreement extends the principle of equality of treatment to quo-
tas by providing that if either country establishes quotas, it must allot
to the other country a share equivalent to the proportion of the trade
which the other country supplied during a previous representative period.
It also provides for similarly fair and equitable treatment in the event

that either country should adopt any form of exchange control.

13 Culbertson, W. S. op. cit., p. 76-77.

14 U. S. Tariff Commission. Trade Agreement with Canada, Art. 1, p. 104.
15 lbid., Art. XIIl, p. 107.
16 lbid., Art. 11, p. 104.

17 1bid., Art. IX, p. 106.
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Provision is made for the prevention of other charges on importa-
tion of the articles listed in the schedules except as required by man-
datory laws in force on the day of the signature of the agreement.-*-®
However, the agreement permits the imposition at any time of charges on
imported goods equivalent to an internal tax on the like domestic product
for which the imported products have been manufactured.19

The agreement further provides that neither country shall impose im-
port prohibitions or restrictions on those products of the other country
which are listed in the schedules, with the exception th .t either country
is free to impose restrictions in connection with governmental regulation
or control of the production, market supply, or prices of like domestic
articles, such as are provided for in the Agricultural Adjustment Act.
Provision is made for consultation between the governments in regard to
such restrictions, and if after consultation the governments of the two
countries fail to reach an agreement in regard to the proposed restric-
tions, the disatisfied government may denounce the agreement in its entire-
ty on third days” notice.”08l

There are some further exceptions to the provision that neither coun-
try shall impose import prohibitions or restrictions on articles listed
in the schedules, but these consist of some generally accepted reser-
vations such as restrictions imposed for sanitary reasons or reasons of
public security;”! -ad provision is made that in case either country ob-
jects to the application of any sanitary measure, a committee of experts
may be established to consider the matter and to make recommendations to*

18 I1bid., Art. 11l and 1V, p. 105.

19 1bid., Art. V, p. 105.

20 Ibid., Art. VII, p. 105-106.
20 Ibid., Art. 711, p. 107.
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the governments of the two countries.

Each country reserves the right to withdraw any concession or to
impose a quota on the article in question if, as a result of the exten-
sion of the concession to third countries, such countries obtain the
major benefits and an unduly large increase in importations occurs.
Before such action is taken, notice must be given to the other country
which has the right to terminate the entire trade agreement if it does
not agree to the withdrawal of the concession or to the imposition of
a quota.25

The agreement provides that the duty concessions specified in the
schedules shall come into force on January 1, 1956, pending ratification
by Canada. The entire agreement was to come into force on the day of the
exchange of the ratification and the proclamation at Ottawa. The agree-
ment will remain in force until December 51, 1938, unless terminated be-
fore that time under the provisions relating to quotas, currency vari-
ation, or major benefits to third countries. Unless at least six months
before December 51, 1958, either government has given notice of intention
to terminate the agreement on that date, it will remain in force there-
after, until six months from the day on which such notice is given, sub-
ject to the three provisions mentioned above.-4

Canadian Concessions to the United States
The Canadian concessions to the-United States under the agreement

C
may be divided into four major groups:p

22 lbid., Art. 71, p. 106.

25 Ibid., Art. XIV, p. 107.

24 1bid., Art. XV, p. 103.

25 U. S. Department of State. Analysis of the Agreement with Canada,
p- 589 fF.
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(1) Direct duty reductions on 180 items in Schedule 1. The rates
of most of these i1tems are the Canadian intermediate tariff rites; but
on 80 items, the rates are lower than had been granted to any other non-
British country, and a few items are even admitted free of duty. The
duties on the commodities of this group may not be increased during the
life the agreement.

(2 Indirect duty reductions by the application of the Canadian
intermediate tariff to all other items not mentioned in Schedule 1. This
concession was granted by virtue of the most-favored-nation principle.
It covers 587 items and includes most of the products of the United States
for which there is any market in Canada. Hereafter, the United States
exports to Canada of these commodities will be subject to the lower in-
termediate tariff instead of the high general tariff that had been ap-
plied to American goods heretofore.

(B) A measure of relief from the Canadian anti-dumping duties which
had been applied to many imports from the United States. In some in-
stances, Canada had applied arbitrary assessments and had charged these
against the imports from the United States in addition to the regular
rates. Canada relinquished the anti-dumping duties altogether on some
commodities; and in cases in which she retained them, as in the case of
some fruits and vegetables during the competitive seasons, she agreed to
limit these duties to 80 per cent of the lowest of this type of duty ap-
plied heretofore.

(@ Benefits to commercial travelers travelers, transit trade, .nd
tourist trade. American commercial travelers have the privilege now of
bringing in their samples under bond instead of having to pay full duty

without refund. The products of any non-British country shipped to Canada



in transit through American ports receive as favorable treatment now by
the Canadian customs as if they came directly to a Canadian port, and
residents of Canada visiting the United States are permitted to bring
back with them free of duty articles for their personal use up to a value
of one hundred dollars.

United States Concessions to Canada

The concessions granted by the United States to Canada also fall
into four majur groups:”©

(1) Binding of free list items. Items admitted free of duty into
the United States at the time of the adoption of the agreement are as-
sured continued free entry into this country during the life of the agree-
ment. The items so bound include pulpwood, wood pulp, and newsprint;
unmanufactured wood generally; some kinds of simply manufactured wood,
such as shingles and lath; some fishery products, including lobsters;
certain kinds of furs; crude asbestos, crude artificial abrasives, cert-
ain fertilizers, and a raimber of less important commodities.

(2) Duty reductions on limited quantities. These items include
cattle, calves, dairy cows, cream, seed potatoes, and lumber and timber
of Douglas fir and Western hemlock. The duty reductions on cattle aptly
only to those weighing over 700 pounds on which the annual quota was
set at 155,799 head. Quotas for other items on this list are calves 51,
935 head, dairy cows 20,000 head, cream 1,500,000 gallons, seed potatoes
750,000 bushels, and lumber 250,000,000 board feet. Any imports in any
year in excess of these quantities will pay the old rates.

(3 muty reductions without quotas. The items included in this

26 Ibid., p. 594 ff
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group are lumber and timber of other species; cheese, turnips, apples,
hay, maple sufar, live poultry, and horses; halibut and some minor kinds ,
of fish; and patent leather, harness leather, ferromang >.rese, ferrosil-
icon, acetic acid, and other minor items.

() The binding against increase of the existing duty on feedstuffs
for animals. This was the only concession to Canada on grain and grain
products. As in the case of the first group of concessions, the agree-
ment made no changes in the existing tariff on these commodities.

The Canadian Diplomatic Note

In a separate document, the government of Canada promised relief
from arbitrary assessments against imports into Canada from the United
States and duty exemptions on incidental purchases by Canadian visitors
in the United States. These concessions have already been mentioned
in connection with the Canadian concessions under the agreement. Canadian
anti-dumping regulations have been especially onerous to American export-
ers in recent years both on account of the height of the duties imposed
under them and the uncertainty of the application of the regulations. The
diplomatic note promised immediate relief so far as existing Canadian laws
permitted and permanent legislation to amend the sections of the Canadian

customs act which were especially objectionable to _American exporters.

27 1bid., p. 393-394
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CHAPTER 1V
PRODUCTION IN NORTH DAKOTA
—ci-

In studying the effects of the Canadian-American Trade Agreement
on North Dakota, it is essential to secure a general picture of produc-
tion iIn this State. Since the tariff deals with commodities, only those
branches of production will be considered which create form utilities.
They include manufacturing, agriculture, mining, forestry, and fishing.
Such activities as transportation, trade, and the professions are ex-
cluded, not because they are unproductive, but because they are concerned
with the production of services, and not with the production of commo-
dities.

North Dakota, Canada, and the United States Compared

The United States is a manufacturing nation. The value of our man-
ufactured products has exceeded that of our agricultural products ince
1850; and more recently, the value of manufactured products has surpassed
the value of the products of all other branches of production combined.
Canada too is a manufacturing nation, although the development of manu-
facturing has been slower in that nation than in the United States. The
World War gave a great impetus to manufacturing in Canada, and today her
factory products constitute over half of her total production. The chief
difference in manufacturing in the United States and in Canada is one of
degree. In 1929, manufacturing constituted 61.5 per cent of the total
production in the United States, 53.4 per cent in Canada, and 6.9 per
cent in North Dakota. The following tables give comparable statistics
for the production of these three territorial units and percentages for

the various branches of the totals:
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Table 1. The value of production in North Dakota,

Canada, and the United States, 1929.1

Branch North Dakota Canada United States

Manufacturing $ 15,637,00C $1,997,350,000 $31,885,283,000
Agriculture 208,510,000 1,034,129,000 11,923,801,000
Mining 3,465,000 310,850,000 5,877,300,000
Forestry 486,000 337,647,000 2,232,015,000
Fisheries 53,518,000 123,054,000
Total $228,098,000 $3,733,494,000 $52,044,453,000

Table 2. Percentages based on the preceding table.

Branch North Dakota Canada United States
Manufacturing 6.9 53.4 61.3
Agriculture 91.4 27.6 22.9
Mining 1.5 8.3 11.3
Forestry .2 9.0 4.3
Fisheries 1.7 .2
Total 100.0 100.0 100.0
1 Sources of figures for North Dakota. Manufacturing: TJ. p. Bureau

of the Census. Abstract of the Fifteenth Census of the United °tates,
1930, p- 759. Agriculture: TJ. 3. Department of Agriculture. Yearbook
of Agriculture, 1931, p. 977. Mining: TJ. n. Bureau of "Tines. Mineral
Resources of the United States, 1929, Pt. 1, p. Alll. forestry: Abstract
of the Fifteenth Census of the United States, 1930, p. 697.

For Canada. All branches of production: Dominion Bureau of Statis-
tics. Canada Year Book, 1932, p. 167.

For the United States. Manufacturing: Abstract of the fifteenth
Census of the United States, 1930, p. 742. Agriculture: Yearbook of
Agriculture, 1931, p. 978. Mininr: Mineral Resources of the United states,
1929, Pt. 1, p. A7. Forestry and fisheries: U. S. Bureau of foreign and
Domestic Commerce. Statistical Abstract of the United States, 1930, p.
733 and 741.

All figures represent net values, not gross values, to avoid dup-
lications as much as possible.
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North Dakota Is an Agricultural State

The predominance of manufacturing over other branches of production
in the United States as a whole and to a lesser degree in Canada is lack-
ing in North Dakota as a territorial unit. The value of agricultural
production dwarfs that of all other branches of production combined.
North Dakota is one of the most exclusively agricultural States in the
Union. Only one State---Mississippi----has a greater proportion of farm
population; only two States---Arizona and Neva---have lower manufactur-
ing production; and only two---Delaware and Mississippi---show lower min-
eral production than North Dakota. The following table gives figures on
agricultural production in this State:

Table 5. Gross value of agricultural

products in North Dakota, 1929.2

Branch of production Gross value of products Percentage
All crops *181,505,144 52.55
Live stock 116,589,895 54_00
Livestock products 47,095,597 15.50
Forest products 486,550 .10
Greenhouse and nursery products 180,416 .05
Total *545,755,400 100.00

North Dakota ranked twenty-first among the States in the production
of crops,* and the most important of these in the order of their value are
wheat, hay, barley, flax, oats, rye, potatoes, corn, spelt, and beets.

The wheat production was nearly a hundred million bushels and was sur-
2 United States Bureau of the Census. Fifteenth Census of the

United States, 1950, Agriculture, Vol. II, pt. 1, 1121-1125.
5 Ibid., Agriculture, Vol. IV, p. 712.



passed only ty Kansas among the States. Hay is second, although corn
could be placed second in the list if the total acreage were counted in-
stead of only the acreage harvested as grain. Only 158,000 acres were
harvested as grain among a total corn acreage in this State of over a mil-
lion, most of which went to silage, fodder, and pasture. It iIs estimated
that the total value of all corn produced in the State in 1929 was $75,
000, 000. IT acreage and total production were used as standards, corn
would easily come second in the list of crops. The total value of the
wheat crop was #97,000,000. North Dakota was second among the States
in the production of barley and first in the production of flax and tye.
Other important crops were potatoes and sug ir beets. Vegetables other
than potatoes were of very little commercial importance as the State
ranked at the very bottom of the States in the production of these for
market.4 Vegetables are produced mainly for home consumption, and the
quantity raised for sale is insignificant, except in the case of potatoes.
In the production of fruits, the State occupied even a less important po-
sition than th it in the production of vegetables."T

The production of crops is supplemented by the production of live
stock and livestock products. North Dakota ranked seventeenth among the
States in the value of live stock in 1929, and the total value of live
stock as distinguished from that of livestock products was *116,689,895.
Eliminating minor items from the list and reserving consideration of
livestock products for separate consideration, the following table sum-

marizes live stock statistics:
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Table 4. Value of live stock in North Dakota, 1929.7

Type Number Value Percentage
Cattle 1,454,146 -<166,315,121 58.5
Horses 612,058 31,318,750 27.6
Swine 628,080 8,242,608 7.3
Sheep 856,651 7,023,726 6.2
Mules 9,495 444,203 4
Total 3,560,420 $113,345,408 100.0

Tattle represent over half of the value of all live stock; and of the
total of 1,454,146 head, 582,612 are cows and heifers kept mainly for milk
production, while the remainder of 871,534 head are cattle kept mainly
for beef and veal production. The following table summarizes statistics
in regard to livestock products:8

Table 5. Value of livestock products

in North Dakota, 1929.8

Products Value Percentage
Dairy products $29,186,226 63
Wool 1,471,601 5
Chickens raised 5,293,022 )
Turkeys raised 3,781,679 3

) 20
Ducks raised 248,842 )
Geese raised 211,016 3
Eggs (chicken) 6,700,518 14
Total $46,896,904 100

7 U. S. Bureau of the Census, op. cit., Agriculture, Vol. II,
p. 1121.
8 1lbid.
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Manufacturing in North Dakota
North Dakota ranked forty-sixth among the States in the value of
manufactured products in 1929, and the total or gross value of these pro-
ducts in that year was $55,321,592 for the State.” This was an average
per capita production of $81 as against an average for the United States
for the same year of $573. The following table gives manufacturing
statistics for the State:

Table 6. Manufacturing in North Dakota, 1929.

Industry Dross value of products
Butter *18,004,541
Flour and other grain-mill products 9,812,250
Car and general construction and repairs, railroad shops 4,046,836
Bread and other bakery products 3,487,367
Printing and publishing, newspaper and periodical 3,139,106
Gas, manufactured, illuminating and heating 815,836
Printing and publishing, book and job 741,063
Ice cream 707,405
Poultry killing, dressing and packing, wholesale 693,604
Foundry and machine-shop products 435,224
Beverages 318,213
Planing-mill products 239,651
Clay products 175,270
Concrete products 80,870
Unclassified industries 12,624,356
Total *55,321,5920
10 U. S. Bureau of the Census, op. cit., Manufactures, Vol. 1, p. 18

11 1bid., Vol. 111, p. 395.



The most important manufactures in North Dakota are those related
to food products, the primary materials for which are of the kinds pro-
duced within the State itself, the most outstanding examples being butter
and flour. These two food products make up over half of the total man-
ufactures in the State. Many branches of manufacturing of importance in
the United States generally are absent entirely from North Dakota, as for
example, textile manufacturing, and other are deficient in the production
of commodities for consumption within the State, as for example, manu-
factures of metal or wood. Much of the agricultural production, such as
cereals, live stock, and livestock products, is shipped to other States
for processing as is evidence by the fact that the value of materials
used in manufacturing in North Dakota in 1929 was $38,573,196, whereas
the net value of all agricultural products for the year was $208,510,000.
The following table shows a re-classification of the principal manufactur-
ing industries of North Dakota into related groups:2

Table 7. Related groups of manufactures in North Dakota, 1929.7°

Group Value of products Percentage
Food products $35,023,380 60
Unclassified products 12,624,356 23
Metal products 4,482,060 8
Paper products 5,880,169 7
Manufactured gas 815,836 1
Wood products 239,651

Clay and concrete products 256,140 %
Total *55,321,592 100

12 1bid.

13 Rased on Table 6, above
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Mining in North Dakota
North Dakota ranked forty-sixth among the States in the value of
mineral products in 1929 and the following table gives mining statistics
for the State:

Table 8. Mineral production in North Dakota, 1929.-~

Product Value Percentage
Coal (lignite) $3,157,000 92
Clay (brick and tile) 174,892 3
Sand and gravel 133,621 2
Miscel laneous 169,950 3
Total $3,465,563 100

Although there are vast deposits of lignite in North Dakota, the use
of this coal is largely confined to places near the mines, because of its
slacking properties and low heat content. However, the development of
more properly designed grates and other combustion equipment for this
type of fuel and general education in the use of lignite will, undoubted-
ly, lead to a great increase in the commercial importance of lignite and
economic welfare of the State. North Dakota is not a metal producing
State; neither does it produce petroleum, although there is evidence of
its presence in the State. The production of natural gas was insigni-
ficant in 1929; but since then, a number of gas wells have been drilled
in the western part of the State, which, although they are under pressure,

are kept sealed.15

14 U. S. Bureau of Mines. Mineral Resources of the United States,
1929, pt. 1, p- A8 and AlllL.

15 North Dakota Planning Board. Mineral Resources Report, 1957,
p. 8-11, 34-55.
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Forest Products

The Census of 1930 does not credit North Dakota with commercial
lumber production. The $486,550 given in Table 1 is the value of the
forest products in North Dakota in 1929 cut by farmers. The item con-
sists mainly of fire—wood.X6 Except where trees have been planted by
inhabitants of the State, they are found only in the Turtle Mountains,
about Devil’s Lake, in river valleys, and in a few other places. The
woodland area is less than one per cent of the entire surface of the
State, and North Dakota is dependent almost entirely upon outside sources
for its wood and lumber.

Fishing
There are no statistics on this branch of production in North Dakota.

16 U. S. Bureau of the Census, op. cit., Agriculture, Vol. 1V,
p. 864-866.
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CHAPTER V
THE TRADE WITH CANADA
- o -

An appraisal of the Canadian-American Reciprocal Trade Agreement
requires knowledge of the general trade between Canada and the United
States and also that between Canada and the United Kingdom. This chap-
ter will be devoted to review of this trade for the purpose of ascer-
taining its general characteristics before the adoption of the present
trade agreement.

The Magnitude of the Trade

From the viewpoint of American commerce, Canada is the most import-
ant foreign country to us. |If exports and imports are combined, the trade
between the United States and Canada is larger than that between the Un-
ited States and any other country. The Dominion is the largest single
source of our imports and the second largest outlet for our exports. The
reasons for this large trade are to be found in () the geographical sit-
uation, especially the unusually long frontier, (2) Canadian dependence
on imports to meet her high standard of living, (3) American dependence
on imports of some major commodities, and (4) identity of language, sim-
ilarity of culture and consumption habits, and peaceful relations of the
two peoples.™*"

The table on the next page presents United States statistics on the
trade with Canada from 1927 to 1935---from the beginning of the supremacy
of the trade with Canada over that with other nations to the beginning of

of the operation of the trade agreement with Canada.

1U. S. Tariff Commission. Trade Agreement with Canada, p. 18-19.
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Table 9. United States trade with Canada and -with the world, 1927-1935.~

(Values in millions of dollars)

Year U. S. U. S. Per cent. U. S. U. S. Per cent Excess
exports exports exports imports imports imports of ex-
to the to to from the from from ports to
world Canada Canada world Canada Canada Canada

1927 14,865 $722 14.9 $4,184 $475 11.4 $247

1928 5,128 831 16.2 4,091 489 12.0 342

1929 5,241 899 17.2 4,399 503 11.4 395

1930 3,843 643 16.8 3,060 402 13.1 241

1931 2,424 386 15.9 2,090 266 12.7 119

1932 1,611 237 14.8 1,322 174 13.2 63

1933 1,675 208 12.4 1,449 185 12.8 22

1934 2,132 300 14.1 1,655 231 14.0 68

1935 2,281 323 14.2 2,047 286 14.0 37

Not included in the figures of this table are () the grain ship-
ments to Canada from the United States nearly all of which were:destined
to Europe, (2) alcoholic liquor shipments to the United States from Canada
prior to 1933, which were recorded by the Canadian customs service but
smuggled into the United States during prohibition, and (3) gold ship-
ments to the United States from Canada, which have been large recently
and which partake of the nature of other commodities in the case of Can-
ada. |If gold shipments are included, there is a trade balance in favor
of Canada every year since 1932..Z

The trade with Canada reached its height in 1929 and declined rapid-

ly thereafter until it reached its lowest point in 1933. After that, it

2 Ibid., p. 14.
3 Ibid
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revived somewhat. The drop in exports was more precipitous from 1929
to 1935 than that of the imports, exports declining 77 per cent and im-
ports 65 per cent. This feature of the trade with Canada has been the
subject of considerable discussion, and the sharp decline in the value
of the United States exports to Canada from 1929 to 1933 is attributable
to several factors: (1) The business depression, (2) additional trade
barriers in Canada, (3) increased British preferences, (4) lower prices,
and (5) the nature of the commodities imported by Canada from the United
States. Capital goods and luxuries dominated the purchases of Canada
from the United States, and goods of these types are extremely sensitive
to any unfavorable business conditions.”

The imports from Canada like ise reached their height in 1929, but
reached the lowest point in 1932. They did not contract as violently
as the exports and they have shown a greater tendency to retain normal
proportions than the exports. This is due mainly to the dominance of pulp
and paper which have been less effected ty the depression than other com-
modities in the trade with Canada.8

From the Canadian standpoint, the trade with the United States is
also extremely important and is larger than with any other nation, in-
cluding the United Kingdom. The United States has always been Canada“s
chief source of imports; and at the present time, the second best outlet
for its exports. The foreign trade of Canada showed the same general
fluctuations as th 4; of the United States, viz., peak in the late 1920»s,
low point in 1933, and revival after that, as the Canadian statistics on

that country®s foreign trade indicate:



Table 10. Canadian trade with the United States, the United
Kingdom, and the world, 1927-1955.®
(Values in millions of Canadian dollars)

Canadian exports;

Fiscal years Total United Per cent United Per cent

ended Mar. 51 States of total Kingdom of total
1928 £1,250 £496 59.7 £412 55.0
1929 1,588 521 57.5 451 51.1
1950 1,144 556 46.9 285 247
1951 817 565 445 220 27.0
1952 587 244 41.6 175 29.8
1955 480 148 50.9 185 58.5
1954 585 199 54.0 228 59.0
1955 667 250 54.6 275 41 .2

Calendar year 1955 742 277 57.5 504 41.0

Canadian imports:

Fiscal years Total United Per cent United Per cent

ended Mar. 51 States of total Kingdom of total
1928 £1,109 £718 64.8 £186 16.8
1929 1,265 868 68.6 194 15.5
1950 1,248 847 67.9 189 15.2
1951 906 584 64.5 149 16.5
1952 578 551 60.8 106 18.4
1955 406 252 57.2 86 21.5
1954 455 258 54.9 105 24 .2
1955 522 505 58.1 111 21.4

Calendar year 1955 550 512 56.8 116 21.2

6 Ibid., p. 15
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The table on the preceding p .ge excludes grain shipped to Canada
from the United States in transit to Europe and gold shipments from Can-
ada to the United States. But liquor shipments from Canada to the United
States are included except during the period 1931-1953 when Canada for-
bade liquor shipments to the United States and consequently did not re-
cord any. |If gold shipments to the United States from Canada were in-
cluded, the figures for Canadian exports to this country would be con-
siderably larger than those shown in the table, as has already been
pointed out in the discussion.-following Table 9.

As Canadian external trade was contracting after the high point
in the late 1920’s, in a similar way in which American foreign trade
was contracting, there was a shift in direction of part of Canada’s ex-
ternal trade, from the United States to the United Kingdom, with two re-
sults: (1) Canadian exports to the United Kingdom have recently exceeded
those to the United States, and (2) although Canadian imports from the
United States are still considerably larger than those from the United
Kingdom, they have declined relatively from the United .States while they
have increased relatively from the United Kingdom.

The forces responsible for this veering of the Canadian trade toward
the United Kingdom and. away from the United States are substantially the
same as those reponsible for the decline of Canadian imports from the
United States, and especially (1) the increased Canadian tariffs of 1930
and 1931, (2) the increased British preferences through the Ottawa Agree-
ments of 1932, and (3) variations in currency exchange which made the

Canadian dollar '"go farther"™ in the United Kingdom in 1931-1933.~"

7 lbid., p. 22-23
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There has been a measure of revival of Canadian-American trade
since the trough of the depression in 1932-1953. The tables show that
there was an absolute increase all along the line. Canada took 14 per
cent of our exports in 1935 as compared with 12 per cent in 1933, and
the United States furnished 56 per cent of Canada®s imports in 1935 as
compared with 52 per cent in 1933. These increases have been due mainly
to (1) a degree of economic recovery in Canada, and (2) the stabilized
exchange situation following the devaluation of the American dollar.”

Imports from Canada have also increased. The main factors contri-
buting to this increase are () the recording of alcoholic liquor ship-
ments after the repeal of prohibition in 1933, (2) the increased gold
imports from Canada after 1933, and (3) the large imports of feeds and
foodstuffs from Canada following the drought in 1934.7"

Composition of Canadian-American Trade

On account of the greater variety of resources and greater industri-
al development of the United States as compared with those of Canada, the
United States exports to Canada are considerably more varied than the im-
ports from Canada. A useful classification of the exports is that which
divides these commodities into four groups based mainly on the degree of
processing undergone before shipment. These groups together with the
average annual percentage of each of the total exports for 1928-1935 are
as follows: (1) Foodstuffs and beverages, 9 per cent; (2) crude materials,
28; (3) semimanufactures, 15; and (4) finished manufactures, 48. The im-
ports likewise may be divided into these groups with average annual per-

centages of the total imports for the same period: () "Fcodstuffs and®
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beverages, 19 per cent; (2) crude materials, 11; (6) semimanufactures,
28; and (@) finished manufactures, 32.

The same general fluctuations are noted in the trade with Canada
according to the statistics for these four economic classes as have al-
ready been noted in the figures of Table 8---high point, decline, trough,
and recovery. Among the exports, crude materials showed the greatest
stability, while finished manufactures showed the least. All classes
recovered in 1934 and 1935, finished manufactures making the greatest
relative as well as absolute gain over 1933 figures. Coal and cotton do-
minated crude-material exports and account for the relative stability
of this group. Fruits and vegetables were the most important items of
foodstuffs. Semimanufactures contained a variety of items, and finished
manufactures an even greater one. The extreme fluctuation of the trade
in finished manufactures is due to the high degree of responsiveness of
these commodities to the economic pulse of the nation, rising to greater
heights during prosperous periods and sinking to lower depths during de-
pressions than other commodities. Imports according to this classification
also displayed the same tendency at greater stability over exports noted
before and for the same reson stated before, viz., the comparatively steady
trade in pulpwood, wood pulp, and newsprint, classified, respectively, as
crude materials, semimanufactures, and finished manufactures. The three
classes just noted showed moderate recovery while a disproportionately
large increase”™ occurred in imports of the other class, foodstuffs and
beverages, due to large drought-induced shipments of food and feed and the
recording of liquor shipments, also previously noted.”™Q

10 1bid., p. 26-29.
11 Ibid.
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In addition to the foregoing classification of commodities accord-
ing to four groups, there are other methods of classification, such as
the system employed by the United States Department of Commerce which
divides commodities into eleven groups and that used by the Canadian
government which divides them into ten groups. It is necessary to sup-
plement the 4-group classification with some other system containing
more divisions and admit of more detailed analysis of the trade with
Canada. It is impossible to give a complete list of the commodities which
make up this trade, and the most feasible plan to pursue is to adopt a
classification system with a moderate number of groups and subgroups.

This has been done in the tables which following in the remaining partion
of this chapter, with slight modifications, the classification used is
that of the Department of Commerce. The eleven groups have been reduced
to nine, by combining four groups into two. The two groups on animals
and their products have been combined, and so have the two groups of
vegetable products.

The tables which follow show the main exports and imports, together
with average annual values for the period from 1928 to 1935, and the groups
of commodities are arranged in the order of their importance. It is be-
lieved that the wide variety of conditions and situations prevailing at
differnt times makes a cross-section of this period especially valuable
as an index to the chief characteristics of the trade with Canada. The
first table gives data on exports of domestic products. The value of re-
exports of foreign goods, which are not included in this table, averaged
annually for this period ,$25,700,000. Grain shipments to Canada in transit
to Europe, which had an average annual value of $27,388,000 for the same

period, are also excluded from the table.



Table 11.

Groups and subgroups

1. Machinery and vehicles
Machinery
Automobiles
Others

2 . Nonmetallic minerals
Coal
Petroleum
Others

3. Metals and manufactures

Iron and steel
Others

4. Vegetable products

Edible products
Inedible products

5. Textiles
Raw cotton
Cotton goods
Others

6. Miscellaneous products

Commercial items
Noncommercial items

7. Wood and paper

Wood
Paper

8. Animals and animal products

Inedible products
Edible products

9. Chemicals

Total

12 1bid., p. 30-34

United States exports to Canada,

Average annual value

$73,691,000

56,771,000
3,963,000

64.901.000
42.209.000
14.767.000

47.525.000
15.394.000

30.136.000
12.700.000

18.296.000
11.304.000
8,374,000

21,845,000
5,408,000

12,573,000
7,801,000

13,449,000
4,910,000

$134,425,000

121,877,000

62,919,000

42,836,000

37,974,000

27.260.000

20.374.000

18.359.000

18,1637/00

*484,187,000

1928-1935. -~

51

Per cent

28

25

13

100



The next table presents similar data on imports from Canada. As on
previous occasions in this chapter, gold shipments and liquor shipments
are omitted. Gold imports from Canada averaged $39,000,000 annually from
1928 to 1935. Figures for liquor imports are incomplete and unreliable,
on account of the lack of statistics from 1931 to 1933 and the constant
smuggling during prohibition years.

Table 12. United States imports from Canada, 1928-1935.13

Groups and subgroups Average annual value Per cent
1. Wood and paper $163,394,000 48
Paper $130,672,000
Wood 32,733,000
2. Animals and animal products 45,430,000 13

Edible products 27.466.000
Inedible products 17.964.000

3. Vegetable products 45,386,000 13

Edible products 42,006,000
Inedible products 3,380,000

4. Metals and manufactures 34,221,000 10
Nickel 13.552.000
Copper 12.632.000
Others 8,037,000
5. Miscellaneous products 20,967,000 6
Noncommercial 16,090,000
Commercial 4,877,000
6. Nonmetallic minerals 14,970,000 4
7. Chemicals 9,773,000 3
8. Textiles 3,148,000 1
9. Machinery and vehicles 3,025,000 1
Total $340,314,000 100

13 1bid
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CHAPTER VI
THE AGRICULTURAL TRADE WITH CANADA
-0 -

The preceding chapter discussed the general trade with Canada. It
is the purpose of this chapter to analyze the agricultural trade between
the two countries. Eigures on all trade other than agricultural will be
eliminated, not because non-agricultural trade does not contribute to the
economic welfare of an agricultural State like North Dakota, but because
its effects are indirect, rather than direct. The plan is to limit con-
sideration to direct factors. Detailed analysis will be restricted to the
trade in agricultural commodities, and particularly to the trade in agri-
cultural commodities () on which the agreement reduced the duties and ()
which are of the kinds produced in North Dakota. It is believed that this
procedure is justified by the almost exclusive dependence of North Dakota
on agriculture for a livelihood.™-

The restriction of consideration to the commodities on which the agree-
ment reduced the duties must be emphasized. It is believed that the agree-
ment must ultimately be judged by the behavior of the trade in the commod-
ities on which the agreement made tariff concessions. The basic policy
upon which the whole reciprocal trade program rests is the expansion of
foreign trade and the promotion of domestic recovery through reductions
in trade barriers. The test of any agreement under this program is as to
whether or not these declared objectives have been accomplished. This pro-
cedure goes to the heart of the problem, as the Canadian agreement is no

o}
exception to the general plan of trade stimulation.T

2 Supra, p. 23 ff.
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Summary of Trade in 1955 and 1956
The next table summarizes the trade between the United States and
Canada for 1955 and 1956, the year before the effective date of the agree-
ment and the year after it. The table separates the trade into agricul-
tural and non-agricultural trade, and makes a further division of the

agricultural trade into commodities on which the agreement reduced the

duties and commodities on which the agreement did not reduce the duties.

Table 15. United States trade with Canada, 1955-1956."

U. S. exports: 1955 1956 Increase Per ct
All commodities 1508,157,000 $568,767,000 $60,610,000 19.7
Non-agricultural 264,515,000 516,454,000 52,121,000 19.7
Agricultural 45,844,000 52,555,000 8,489,000 19.4

Agricultural on

which the agreement

reduced the duties 12,298,000 17,549,000 5,051,000 41.1

Other agricultural 51,546,000 54,984,000 5,458,000 11.0
U. S. imports:
All commodities 286,112,000 577,616,000 91,504,000 52.0
Non-agricultural 221,786,000 275,522,000 55,556,000 241
Agricultural 64,526,000 102,294,000 57,968,000 59.0

Agricultural on

which the agreement

reduced the duties 7,805,000 16,951,000 9,128,000 117.0

Other agricultural 56,525,000 85,565,000 28,685,000 50.7

5 U. S. Bureau of Agricultural Economics.
Trade between the United States and Canada,

Survey of the Agricultural
1955 to 1957, p. 5.
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The figures of the table indicate that the trade in agricultural
commodities between the United States and Canada was 14 per cent of the
total trade in 1935 and 21 per cent in 1936. By far the greater part of
the trade with Canada consists of non-agricultural commodities, the com-
position of which is shown elsewhere in this study when the general trade
between the two countries was discussed.”

Imports of agricultural products from Canada exceed the exports to
Canada; and although this trade increased in both directions during the
first year of the agreement, imports increased considerably more, both re-
latively and absolutely, than the exports. The most significant change
in the figures for 1936 over those of 1935 is the relatively greater in-
crease in the trade of commodities on which the agreement reduced the
duties than on those the agreement made no changes in the duties. The
value of exports of concession items increased 41 per cent, and the value
of exports of other items increased only 10 per cent. In the case of im-
ports, the value of concession items increased 117 per cent and that of
other items increased only 50 per cent.

Agricultural Concession Trade Analyzed: Exports

Exports of agricultural commodities on which the agreement reduced
the duties had a value of $17,349,000 in 1936, an increase of 41 per cent
over the value of the same commodities in 1935. The chief commodity groups
of this trade in 1936 in the order of their importance were: (1) fruits
and preparations, (2) vegetables and preparations, (3) grains and grain
products, (4) animals and animal products, (56) nuts, seeds, and green-

house stock, and (6) some less important items. The list follows:

4 Supra, p- 48 fF.



Table 14. United States exports to Canada of agricultural
commodities on which duties were reduced,

1955 and 1956.5

Commodity 1935 1936

Animals
Horses $ 65,000 $ 83,000
Poultry 8,000 17,000
Others 238,000 268,000
Total animals $309,000 $568,000

Meats
Pork, pickled or salted 46,000 358,000
Hams and shoulders 55,000 126,000
Bacon and sides 8,000 13,000
Pork, canned 31,000 88,000
Pork, fresh 40,000 10,000
Other meats 68,000 104,000
Total meats 248,000 699,000

Other animal products

Lard 83,000 354,000
Sausage casings 264,000 139,000
Eggs in the shell 9,000 35,000
Miscel laneous 16,000 25,000
Total other animal products 571,000 553,000

Grains and grain products

Corn and cornmeal 259,000 409,000
Pice 272,000 162,000
Wheat and wheat flour 52,000 139,000
Biscuits 76,000 83,000
Hominy and corn grits 142,000 155,000
Others 149,000 509,000
Total grains and grain products 950,000 1,455,000

5 M. S. Bureau of Agricultural Economics, op. cit., p. 6-7



Table 14. United States exports to Canada of agricultural

commodities on which duties were reduced,

1935 and 1936 (continued).

Commodity

Vegetables and preparations

Potatoes

Other fresh vegetables
Canned vegetables
Dried vegetables
Vegetable preparations

1935

$ 140,000
2,710,000
74,000
77,000
143,000

Total vegetables and preparations 5,144,000

Fruits and preparations

Nuts

Oranges, fresh
Grapefruit, fresh
Apples, fresh
Pears, fresh

Other fresh fruit
Pears, dried
Peaches, dried
Apricots, dried
Other dried fruit
Apricots, canned
Peaches, canned
Pineapples, canned
Other canned fruit
Fruit juices

Total fruit and preparations

Field and garden seeds

Nursery and greenhouse stock

Miscel laneous

Total

1,911,000
811,000
182,000
503,000

2,177,000

20,000
126,000
107,000

79,000

3,000

11,000

62,000
145,000
263,000

6,400,000
329,000
271,000
174,000

102,000

$12,298,000

1936

$ 279,000
3,365,000
127,000
82,000
166,000

$4,019,000

2,621,000
1,089,000
519,000
688,000
2,931,000
26,000
140,000
130,000
82,000
12,000
9,000
136,000
190,000
394,000

8,957,000
472,000
454,000
253,000

119,000

$17,349,000

57



Agricultural

The value of agricultural
duced the duties was $16,951,000
the value of these products from Canada in 1955.
this group in 1956 in the order of their importance were:

vegetables, cheese, sugar,

cream, and some minor

Table 15. United States

commodities on which duties were reduced,

Commodity

Cattle

weighing less than 700 pounds
Weighing over 700 pounds

Total cattle
Horses
Poultry

Live
Dead

Total poultry
Cheese
Cream
Cereal breakfast food
Hay

Oats

6 Ibid., p. 18.

Concession Trade Analyzed:

Imports

imports on which the trade agreement re-

58

an increase of 117 per cent over

breakfast foods,

1955 and 1956.6

1955

$1,592,000
5,607,000

$5,199,000

592,000

10,000
1,000

11,000
105,000
1,000
51,000
170,000

519,000

cattle,

fruits,

The following table gives a complete list:

imports from Canada of agricultural

1956

$1,518,000
7,229,000

*8 ,747,000

2,010,000

177,000
41,000

218,000
1,540,000
65,000
268,000
541,000

25,000

horses,

poultry,

The chief commodities of



Table 15. United States
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imports from Canada of agricultural

commodities on which duties were reduced,

1935 and 1936 (continued).

Commodity 1935
Vegetables
Turnips and rutabagas $541,000
Seed potatoes 66,000
Others 3,000
Total vegetables $610,000
Fruits
Blueberries 63,000
Apples 6,000
Others 13,000
Total fruits 82,000
Grass and other forage seeds
Timothy 357,000
Bluegrass 14,000
Others 9,000
Total grass and other forage seeds 380,000
Maple sugar 283,000
Total imports $7,803,000

Not included
for animals which
meet the needs of
ency free imports

its free entry in

1935

$919,000
704,000

$1,623,000

116,000
33,000
80,000

229,000

10,000
17,000
655,000
682,000

983,000

$16,931,000

in the above list are certain quantities of feedstuffs

are ordinarily dutiable but which were admitted free to

farmers during 1934 and 1935. The value of these emerg-

in 1935 was $631,000. This item

1935 was by virtue of Presidential

by the terms of the Canadian agreement.

is excluded because

proclamation and not
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Competitive and Non-competitive Commodities

The commodities on which the Canadian trade agreement reduced the
duties include a great variety of agricultural products and embrace pro-
ducts from different regions in the Hnited States as the two tables above
readily show. However, the commodities of greatest interest to the agri-
cultural producer in North Dakota are those which are produced in this
State. The trade in agricultural products of the Kkinds produced in North
Dakota has a more direct affect on the economy of production in this State
than trade in products not produced in North Dakota or produced only on
a relatively small scale here. The type of product not produced in North
Dakota is non-competitive, e. g., oranges, while the type produced here
is competitive, e. g., potatoes. In conformity with the plan to limit
consideration to direct factors in this problem, all agricultural conces-
sion commodities of the non-competitive type will be eliminated.

For the purposes of this study, a non-competitive commodity may be
defined as a commodity (1) which is not produced in North Dakota, e. g.,
rice, (2) or"which is produced only in insignificant quanties in North
Dakota, e. g., Tfruits, (3) or which are produced mainly for consumption,
and not for sale, e. g., vegetables other than potatoes. On the other
hand, a competitive commodity is one which is produced on a major scale
and on a surplus basis in North Dakota. On this basis, the following com-
modities named in Tables 14 and 15 are classed as non-competitive: Rice,
nuts, maple sugar, fruits, vegetables other than potatoes, cheese, and a
few others of minor importance. All other commodities given in the two

tables are competitive.

7 Rupra, p- 36 fF.



Table 16.

United States agricultural concession trade with Canada,

showing the trade competitive and non-competitive

with North Dakota products,

1956.®

Exports: All agricultural concession commodities

Competitive commodities
Non-competitive commodities

1t 3,899,000
13,350,000

Imports; All agricultural concession commodities

Competitive commodities
Non-competitive commodities

By eliminating the non-competitive trade and by replacing the

in the competitive trade,
as
duties and

Table 17.

(@ which are of the kinds produced in

13,260,000

3,671,000

*17,349,000

16,931,000

items

the result will be a workable list of products,
it will contain the commodities (1) on which the agreement reduced the
North Dakota*

United States trade with Canada in agricultural concession

Q
commodities of the Kkinds produced in North Dakota, 1956.

Exports; All competitive agricultural concession commodities *3,899,000
Animals ft 368,000
Animal products 1.252.000
Grains and grain products 1.293.000
Potatoes 279.000
Field and garden seeds 454_000
Nursery .ad greenhouse stock 253.000
Imports: All competitive agricultural concession commodities *13,260,000
Cattle *8,747,000
Horses 2,010,000
Seed potatoes 704.000
Grass and forage seeds 682.000
Hay 541.000
Cereal breakfast foods 268.000
Poultiy 218,000
Cream 15.000
Oats8 25.000

8 Based on Tables 14 and 15,
9 Based on Tables 14, 15,

supra,
and 16,

and Chapter 1V,
supra.

supra
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Summary

The agricultural trade with Canada is only a fraction of the total
trade with that country, and the imports of agricultural products from
Canada exceed the exports to that country of those products. In 1936,
agricultural imports were *102,294,000 and were 24 per cent of all im-
ports from Canada into the United States. Agricultural exports were
*52,333,000 and were 14 per cent of all exports to Canada from the United
States in 1936.

Agricultural commodities on which the duties had been reduced by
the agreement constituted only a fraction of the total agricultural trade
between the two countries. In the case of imports, their value was *16,
931,000 in 1936 and constituted about one-sixth of all agricultural im-
ports from Canada that year. |In the case of exports, their value was
*17,349,000, or about one-third of all agricultural exports to Canada
in the same year.

There was an increase in the trade of all commodities between the
two countries in 1936 over 1935, but there was a relatively greater in-
crease in the trade of commodities on which the agreement had reduced the
duties than in the trade of commodities on which the duties had not been
reduced. Exports of agricultural concession commodities increased 41 per
cent, while exports of other agricultural commodities increased only 11
per cent. Imports of agricultural concession commodities increased 117
per cent, and imports of other agricultural commodities increased only
50 per cent.

The first year of the agreement showed nearly a balance in the trade
of agricultural concession commodities. Exports were *17,349,000 and

imports were *16,951,000 in 1936. Agriculture as a whole in the United
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States may have gained as much as it lost in the transactions covered by
the trade agreement. Gains through enhanced prices occasioned by exports
of commodities on which the agreement had reduced the duties may have been
offset by the losses through declined prices occasioned by imports of com-
modities on which the agreement had reduced the duties.

But there was a wide difference between imports and exports of agri-
cultural concession commodities of the kinds produced in North Dakota.
Imports of this class of commodities were $15,260,000 and exports were
$5,899,000. The ratio in the case of all agricultural concession commod-
ities was practically even, 1 to 1. But in the case of competitive agri-
cultural concession commodities, the ratio of imports to exports was 5 to
1. The causes and effects of this uneven trade will be studied in the

next chapter
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CHAPTER VI1

COMPETITIVE TRADE

The preceding chapter showed that the United States imports from
and the exports of Canada of agricultural commodities on which the agree-
ment reduced the duties practically balanced in 1956. It was also shown
that in the case of agricultural concession commodities of the kinds pro-
duced in North Dakota, the imports exceeded the exports and a consider-
able disproportion existed in the trade. This situation is of vital im-
portance to the State, for competitive imports have the effect of shrink-
ing the market for native products and exports have the opposite effect.
IT a disproportion exists, the economic results will not fall with an
even hand on the two sides. It is the purpose of this chapter to delve
into the economic effects of this uneven trade and to search for the
causes of it. It is also the purpose of this chapter to determine the de-
gree of economic distress, if any, resulting to the North Dakota agricul-
tural producer from the predominance of competitive imports over exports
and to suggest some solutions to the problem.

Exports Affected by the Agreement

The chief commodities among the competitive agricultural concession
exports to Canada are live animals, meat---mostly pork, lard, potatoes,
and corn and corn products.l Under the agreement, Canada applies the rates
of her intermediate tariff on these commodities when exported to Canada
from the United States, instead of the higher rates of her general tariff

applied to American products heretofore. The most important classes of

1 Tables 14-17, supra.
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animals and the changes in the Canadian duties under the agreement are;
Horses, duty reduced from$25 a head to $12.50 a head; cattle and sheep,
duty reduced from 5 centsa poundto 2 cents a pound; hogs, 5 cents a
pound to if cents a pound; and poultry, 20 per cent ad valorem to 17; per
cent. The main classes of meat and the changes in duties are: Fresh beef,
duty reduced from 8 cents a pound to 6 cents; prepared beef, from 6 cents
a pound to 5 cents; freshpork, 5 cents to 2-J cents; and preparedpork,
5 cents to if cents. The duty on lard was reduced from 2 cents apound to
If cents. Potatoes used to be subject to a duty of 75 cents a hundred
pounds are now admitted free of duty by Canada. The duty on corn was re-
duced from 25 cents a bushel to 20 cents, although if corn is imported
into Canada from the United States for certain manufactures, it is ad-
mitted free of duty-Jl

But in spite of these reductions, United States, exports to Canada
of these commodities showed no substantial increases during the first
year of the agreement.Z The main cause of this slight increase is that
Canada herself is normally an exporter of these commodities. Wheat il-
lustrates this point. Although Canada reduced the duty on wheat from 50
cents a bushel to 12 cents, hardly any wheat moved into Canada from the
United States under this new rate. What is true of wheat is true of many
other commodities among the competitive exports. In the case of live
animals, Canadian exports to all countries for the eight years of 1928-
1955 totalled $70,000,000, while imports were $10,000,000. Meat exports
for the same period were $116,000,000; imports, $27,000,000. Lard ex-

2 U. S. Bureau of Foreign and Domestic Commerce. United -tates ex-

port Products Affected by the Trade Agreement with Canada, p. 1-12.
5 Table 14, supra.
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ports were #2,000,000; imports, #840,000. Potato exports were #30,000,
000, and imports, #4,000,000. Corn is an exception. Imports into Canada
during the same period were #62,000,000, and export statistics are lack-
ing.4

Under these circumstances, a relatively small export volume from
the United States to Canada of these commodities is to be expected. Al-
though the reductions in the duties were substantial, their affect was
slight. As long as Canada produces surpluses and is an exporter of the
kinds of commodities produced in North Dakota, this State can not hope
for an appreciable expansion of trade northward, even if Canada removes
the tariff entirely as she has already done in the case of potatoes.

Imports Affected by the Agreement

The circumstances attending the United States imports of agricultural
concession commodities are different from those attending the exports. In
general, it can be stated that Canada is on a net agricultural export bas-
is, and the United States is on a net agricultural import basis. The Un-
ited States agricultural imports have exceeded the exports since 1926."

The chief commodities among the competitive agricultural concession
imports in the order of their importance are: Cattle, horses, seed pota-
toes, grass and other forage seeds, hay, poultry, cream, and oats." Since
cattle imports have the distinction of being over half of the total im-
ports of these commodities, they will be discussed more fully than any
others. It is believed that the situation in regard to cattle is analag-
ous to that of most of these commodities.

4 Canada Year Book, 1932, p. 426 ff.; 1936, p. 534 ff.

5 U. S. Department of Agriculture. Agricultural Ctatistlcs, 1937,

p. 336-337.
6 Table 15, supra.
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The Case of Cattle

The United States concession to Canada in regard to cattle imports
from that country applied to three classes of cattle: calves, beef cat-
tle, and dairy cows. On calves, the duty was reduced from 2-g cents to 1-|
cents a pound, on an annual quota of 51,955 head; on beef cattle, over
700 pounds, the duty was reduced from 5 cents a pound to 2 cents, on an
annual quota of 155,799 head; and on cows for dairy purposes, the duty
was reduced from 3 cents to 1} cents a pound, on an annual quota of 20,000
head. On beef cattle weighing between 175 and 700 pounds, the duty was
not changed, the old rate of 3 cents a pound continuing in effect. All
cattle imports in excess of the quotas are dutiable at the old rates.
These concessions are extended to other nations which do not discriminate
against the United States; but in this case, the extension has practical
reference only to one other nation— Mexico. Canada and Mexico furnish
99 per cent of the cattle imports to the United States.7

The United States has been on a net import basis of cattle since
1912.® The average annual imports for the years 1919-1935 were 255,000
head, while exports for the same period averaged annually 42,900 head.
This ratio of approximately 6 to 1 hardly describes the situation fully
with reference to the present time. Exports have almost vanished since
1930, and the domestic supply of cattle has declined from 70,000,000 head
in 1920 to 60,000,000 in 1935.® Although the agreement made no reduction
in the duty on beef imports, it is necessary to mention that the United
States is also on a net import basis at the present time on beef, in spite8

7 U. S. Tariff Commission. Concessions Granted by the United Ctates
in the Trade Agreement with Canada, p. 125-126.

8 Ibid., p. 129.
9 Ibid., p. 128, 137.
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of the tariff of 6 cents a pound on imports of this product, Fresh beef
imports have steadily declined since the World War, but canned beef im-
ports steadily increased. In 1955, the canned beef imports of 88,000,000
pounds nearly all of which came from Uruguay and Argentine exceeded the
combined weight of all types of beef exports.

In addition to the net import trend and the decline in the domestic
supply of cattle, recently other circumstances have attracted cattle
shipments to the United States. Cattle imports leaped from the record
low of 57,000 head in 1954 to 565,000 head in 1955 and 400,000 head in
1956. This increase was the result of a combination of circumstances:

(1) higher prices in the United States which followed the drought of 1954,
(@ the removal of 8,000,000 head of cattle from the market through the
Federal emergency cattle-buying program, and (6) increased consumer demand
resulting from general domestic recovery in the United States.”

During no part of 1955 was the Canadian agreement in effect, and it
was during that year that cattle imports took a leap, in spite of the full
5-cent duty of the 1950 tariff. This does not mean, however, that the tar-
iff does not influence foreign cattle shipments. There is ample evidence
that it does, for imports declined sharply with the enactment of the 1950
tariff, and there is evidence that the slight reduction under the Canadian
agreement was responsible for part of the cattle imports in 1936, as will
be shown later. However, in the long run, cattle imports tend to be large
when prices are relatively high and small when they are low. The following
table gives data which substantiate the statements in this paragraph:Q

10 U. S. Department of Agriculture, op. cit., p. 341-543.

118). S. Department of State. The Cattle Industry and the Trade
agreement with Canada, p. 1-19.



Table 18. United States cattle statistics by years, rate of duty,
average price, number imported, and number on farms,

1919-1935.12

Calendar Rate of Price per Number of head Number of head
year duty * cwt. imported on farms
1919 Free 19.61 620,000 70,261,000
1920 n 8.38 371,000 70,325,000
1921 30* 5.44 193,000 68,633,000
1922 1-] & 2~ 1b. 5.43 236,000 68,663,000
1923 it 5.57 136,000 67,384,000
1924 n 5.59 141,000 65,832,000
1925 ft 6.26 172,000 63,115,000
1926 I 6.46 211,000 59,977,000
1927 It 7.54 427,000 57,528,000
1928 It 9.12 517,000 56,701,000
1929 It 9.15 410,000 57,878,000
1930 2\ & 3% Ib. 7.46 226,000 59,730,000
1931 it 5.31 85,000 60,987,000
1932 it 4.07 95,000 62,658,000
1933 it 3.63 63,000 65,704,000
1934 it 3.88 57,000 68,290,000
1935 it 6.21 365,000 60,667,000

The large increase in cattle imports in 1935 and 1936 followed th
general rule that cattle imports tend to be large when prices are rela

tively high. None of the imports of 1935 can be attributed to the in-

12 U. S Tariff Commission, op. cit., p. 128-132



fluence of the Canadian agreement since it was not in operation in that
year. However, its influence is discernable in 1956 on account of the
changes in the types of cattle imported, as will be pointed out later.
It is necessary to introduce cattle import statistics for the years 1955

and 1936 before proceeding further with the analysis:

Table 19. United States cattle imports from all countries,,

number of head ty classes, 1955.15

70

Origin Cattle Cattle under Cattle over Total
of imports paying: 700 pounds 700 pounds cattle
From Canada Full duties 52,790 59,950 112,720
From Mexico Full duties 242,468 8,622 251,110

From all countries Full duties 295,258 68,552 565, 850

Table 20. United States cattle imports from all countriesg

number of head by classes, 1956.14

Origin Cattle Cattle under Cattle over Total

of imports paying: 700 pounds 700 pounds cattle

h) Reduced duties 50,420 154,946 185,566

From ) Full duties 40,424 8,275 48,697
Canada )}

) 90,844 145,219 254,065

) Reduced duties 1,515 20,855 22,566

From ) Full duties 140,545 1,557 141,680
Mexico )}

) 141,856 22,190 164,046

) Reduced duties 51,955 155,799 207,752

From )} Full duties 180,767 9,610 190,587
all countries )

) 252,700 165,409 598,119

15 U. S. Department of State, op. cit.
14 1bid.

, p- 8-9.



It is significant that the most conspicuous change in the composition
of the cattle imports in 1936 as compared with 1935 occurred in the class
of cattle weighing over 700 pounds. This is the most important class on
which the United States granted concessions by reason of both number of
head and total poundage. The imports of this class increased from 68,552
in 1935 to 165,409 in 1936, and imports of this class of cattle almost
ceased when the quota for the reduced duty was filled. On the other hand,
imports of cattle weighing between 175 and 700 pounds declined in 1936,
no concessions having been made on this class and all entries paying the
full duty.

Cattle imports from Mexico decreased about 90,000 head, while imports
from Canada increased over 100,000 head in 1936 as compared with the pre-
vious year. Canada furnished nearly all of the heavy cattle imports; and
the quota of 155,799 head entitled to enter under the reduced rate was al-
most monopolized by Canada. The average weight of cattle imported from
Mexico has been considerably below th it of cattle from Canada. The aver-
age annual weight from Mexico from 1923 to 1935 was well under 500 pounds
per head, while the average from Canada was considerably over that figure,
varying from 579 to 800 pounds per head during the same period. This shows
that Canadians prefer to export heavier cattle and Mexicans lighter cattle
and that the United States concession on heavy cattle favored Canada as
against Mexico.15

It is necessary to analyze the situation as it existed in 1936. The
purpose is to determine to what degree Canadian imports were responsible

for the decline in cattle prices in the United States in th .t year. Since

15 U. S. Tariff Commission, op. cit., p. 132-133



only commodities on which the agreement reduced the duties are relevant
to the problem, non-concession cattle imports will be eliminated; and
since cattle weighing over 7 0 pounds constituted by far the largest class
of concession cattle, consideration will be limited to this class. The
following table gives import statistics for heavy cattle on which the
duty was reduced and other pertinent data for 1976:

Table 21. Cattle imports, domestic slaughter

and cattle prices, 1976.—*-®

Month Imports of Federally Percentage Percentage Monthly average
in cattle over inspected 1956 imports of price slaughter
1976 700 pounds domestic slaughter domestic steers, 900-1100
(number of slaughter of preced- slaughter pounds, Chicago
head) of cattle ing 5-year of cattle
Choice  Medium

head) for month $ per cwt.
Jan. 10,893 906,000 127.2 1.2 12.50 8.23
Feb. 11,974 792,000 120.2 1.6 11.03 7.88
March 20,664 763,000 142 .2 2.7 10.62 8.10
April 37,563 812,000 119.9 4.6 10.16 7.82
May 27,785 786,000 108.0 5.5 8.91 7.59
June 21,413 853,000 120.0 2.5 8.62 7.24
July 9,949 928,000 128.0 1.0 8.84 7.39
Aug.- 5,592 1,012,000 129.5 0.6 9.24 7.36
Sept. 8,015 1,071,000 135.2 0.7 9.56 7.85
Oct. 2,778 1,124,000 127.7 0.2 9.98 8.14
Nov. 1,849 988,000 127.6 0.2 11.07 8.44
Dec. 398 987,000 134.8 0.04 11.74 8.65
1936 158,873 10,972,000 124.7 1.4 10.19 7.87

16 . S. Department of State, op. cit., p. 15



The influence of the Canadian agreement on the American cattle mar-
ket and general price structure must be measured by the ratio of the im-
ports of cattle on which the duty was reduced to the domestic slaughter
in the United States. 158,873 head of heavy cattle entered the United
States under the reduced rate in 1936, all of which came from Canada,
except 21,000 head imported from Mexico. The total number, including im-
ports from Mexico have been used in the computations, for the reason that
the Canadian trade agreement was responsible for the reduction in duty
which was generalized to Mexico. These concession cattle imports formed
1.4 per cent of the domestic slaughter in the United States in 1936.

The percentage varied from month to month, being highest in April when it
was 4.6 per cent and lowest in December when it was .04 per cent. These
percentages measure the influence of the Canadian agreement on the cattle
prices in the Thited States.

It is evident that imports attributable to the reduced duties were
responsible for only part of the decline in cattle prices during 1936.
The reduction in cattle slaughter following the drought of 1934 caused
cattle prices to rise in 1935. Abundant feed supplies and attractive
prices in 1935 encouraged cattle feeding operations and led to exception-
ally heavy marketings in 1936, to which must be attributed the greater
part of the decline in cattle prices.17

The situation in regard to cattle may be summarized as follows: (@)
North Dakota cattle producers sustained a small decline in the market value
of cattle as a result of concession cattle imports in 1936j (2) the largest

share of the decline in prices was caused by unusually heavy domestic mar-
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keting in 1936; and (3) the economic distress to North Dakota cattle pro-
ducers occasioned by competitive imports is unavoidable, because of the
necessity of cattle imports to supplement inadequate domestic supplies.
There are certain solutions to the problem: (1) Fither cattlemen in this
State must increase cattle production, or (2) consumers generally must
find substitutes for beef.
Other Major Competitive Imports

Two other commodities bulk large in the competitive agricultural
concession imports: Horses and potatoes. The value of imports of horses
increased from .$592,000 in 1935 to $2,010,000 in 1936. The agreement
reduced the duty from $30 a head to $20 a head. The united States has
been on a net import basis since 1931. There was a rapid curtailment in
the production of horses after 1919 on account of the increasing use of
motor power, but the depression revived the use of horses. The small excess
of exports over imports before the depression has been changed to an ex-
cess of imports over exports. The situation is analogous to that of cat-
tie, but on a smaller scale.18

Seed potatoes are third on the competitive list. The agreement re-
duced the duty on certified seed potatoes from 75 cents a hundred pounds
to 60 cents a hundred if imported between the Ffirst of December and the
last of the following February, and to 45 cents a hundred pounds if im-
ported during the rest of the year. The reduced duties are applicable to
an annual quota of 750,000 bushels, and any excess has to pay the old rate.
A large increase in imports of this commodity occurred in 1936 over 1935.

Imports for 1936 were $704,000, and for 1935, $66,000. North Dakota is

18 11. S. Tariff Commission, op. cit., p. 177-184.
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an important seed-potato producing ~tate. Import and export statistics
are incomplete because of the lack of separate records for seed and table
potatoes before 1930. Although imports have been decreasing since 1931,
they are much larger than the exports. The production of certified seed
potatoes in the United Ctates is confined to a few northern States upon
which the other States depend for their supply. Imports of seed potatoes
are a necessity in regions devoted to intensive potato cultivation to main-
tain the virility of seed stocks and to control plant diseases. 1In a
general way, production is insufficient for the demand in the United
States. An average of 500,000 bushels were imported annually from 1931
to 1935 even at the high tariff of 75 cents a hundred pounds.’%9
Conclusion

The causes of the extreme differences between tne United States im-
ports of agricultural concession commodities of the kinds produced in
North Dakota and the exports of this class of commodities lie deeper than
duty reductions under the Canadian agreement. In the case of exports to
Canada, that country produces surpluses of these commodities and an ex-
pansion of trade into Canada is impossible even with tariff reductions.
In the case of imports, the situation is reversed. North Dakota belongs
to a nation which is on a deficient basis in the production of most of
these commodities. Although the tariff reductions have led to small in-
creases in imports, the bulk of imports from Canada are the result more
of inadequate domestic supplies than duty reductions under the agreement.
The increases in imports of agricultural commodities directly traceable

to duty reductions are small iIn comparison with domestic production and

19 1Ibid., p. 347-552.



76

consumption and their effects on the American market are slight. The
distress to the North Dakota agricultural producers resulting from the
price-depressing tendencies of these imports is existent, although it is
small. Furthermore, it is unavoidable because of the necessity of imports
to supplement inadequate domestic production. The remedy is national.

Producers must increase production, or consumers must consume substitutes.



CHAPTER VI11
COMPENSATIONS
-0 -

The purpose of this chapter is to briefly explore the indirect ef-
fects of the Canadian agreement on North Dakota. Although it is impos-
sible to present a complete analysis of this phase of the problem in the
short space of one of these chapters, it is necessary to give some at-
tention to the indirect factors in order to bring this study to a more
natural conclusion and to point out the larger aspects of the problem.

The North Dakota agricultural producer may feel that the agreement
is one-sided and that it opens the door to competitive trade without
providing compensatory offsets. Pefore he condemns it, he should study
the .agreement in all of its phases and weigh ill the effects both di-
rect and indirect. Only through a comprehensive study of this kind can
the truth be known.

Indirect Effects of the Canadian Agreement

The study of the indirect effects of the agreement includes analyses
of two types of trade with Canada: (1) Agricultural and (2) non-agricul-
tural. It was shown in a previous chapter that the agricultural conces-
sion trade included competitive and non-competitive commodities, :nd that
in the case of the competitive trade imports exceeded exports in the ratio
of 5 to 1, while in the case of the non-competitive trade exports exceeded
imports in this ratio. The non-competitive exports consisted largely of
fruits, vegetables, and rice. These exports have the effect of preventing
the States which specialise in these crops from using part of their acre-
age for the production of commodities which would be competitive with those

of North Dakota. To the extend that the agreement encourages the export-
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ation of non-competitive agricultural products, it indirectly benefits
the North Dakota agricultural producer.

Another indirect factor in the study of the agreement is the non-
agricultural trade which constitutes by far the greater part of the trade
with Canada, as the following table shows:

Table 22. Summary of United States trade with Canada, showing the

trade in non-agricultural commodities, 1935 and 1936.~

U. S. exports 1935 1936 Increase Per ct
All commodities $308,357,000 $568,767,000 $60,610,000 19.7
Agricultural 43,844,000 52,333,000 8,489,000 19.4
Non-agricultural 284,313,000 516,434,000 52,121,000 19.7

Non-agricultural on
which the agreement
reduced the duties 107,347,000 138,354,000 51,107,000 28.9
Other non-agricultural 157,066,000 178,080,000 21,014,000 13.4

IT. S. imports

All commodities 286,112,000 377,616,000 91,504,000 32.0
Agricultural 64,326,000 102,294,000 57,968,000 59.0
Non-agricultural 211,786,000 275,322,000 63,508,000 29.9

Non-agricultural on
which the agreement
reduced the duties 29,463,000 50,096,000 20,633,000 70.3

Other non-agricultural 182,323,000 225,226,000 42,905,000 23,5

1 TJ. S. House of Representatives. Hearings before the Committee on
ways and Means on House Joint Resolution 96, p. 243.

2 Sources, Fl) Table 13, supra. (2) TJ. S. Department of State.
An Analysis of Canadian-American Trade during the ~irst Year under the
Reciprocal Trade .Agreement.
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In 1936, the total exports from the United States to Canada were
$368,767,000, of which #316,434,000 consisted of non-agricultural commod-
ities and only $42,333,000 of agricultural commodities. The ratio of the
non-agricultural to the agricultural exports was approximately 6 to 1.

The United States imports from Canada were #377,616,000 of which #275,322,
000 consisted of non-agricultural commodities and #102,492,000 of agri-
cultural commodities. The ratio of non-agricultural to agricultural im-
ports was approximately 3 to 1. |1f commodities on which the agreement
made no changes in the duties are eliminated, exports of non-agricultural
concession commodities were #138,354,000, and imports were #50,096,000.
The ratio was approximately 3 to 1. It will be recalled that the trade
in agricultural concession commodities balanced in 1936, the ratio being
1 to 1. This is far from true in the case of the non-agricultural con-
cession trade, in which the exports exceeded the imports nearly #90,000,
000 and by a ratio of nearly 3 to 1.

As in the case of the agricultural trade, the greatest increase in
the non-agricultural trade under the agreement occurred in commodities
on which the agreement reduced the duties, and imports showed a much great-
er relative increase than exports. Among the imports of non-agricultural
commodities on which the duties had been reduced, the chief items were
whiskey and lumber, which made up $42,000,000 of the total of #50,096,000
of this class of imports. The remainder of about #8,000,000 was made up
of fish, leather, acetic acid, and certain refractory and other minor min-
erals. The duty on whiskey hid been reduced from #5 a gallon to *2.50 a
gallon, and the combined duty and excise tax of #4 a thousand feet on
soft wood had been reduced to #2 a thousand feet. Softwood lumber imports

were subject to an annual quota of 250,000,000 board feet, and all imports
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in excess of this quota had to pay the old rate.™ Hard liquor and soft
wood nearly monopolized the non-agricultural concession imports in much
the same way as cattle and one or two other items nearly monopolized the
agricultural concession imports in 1936. In both cases, the conspicuous
increases in the imports were primarily due to other causes than the re-
duction in duties. Much of the whiskey importation can-be attributed

to the alcoholic drought of the prohibition period, just as the cattle
imports can be attributed to the aquatic drought in 1934.-

The large group of commodities in the trade with Canada in 1956,
which consisted of .*138,554,000 worth of exports of non-agricultural con-
cession commodities, was made up almost entirely of manufactured products
from the United States. The components of this group in the order of their
importance were (1) iron and steel products, (2) electrical apparatus,

(5) printed matter, (4) wood and paper products, (5) petroleum products,
(6) chemical products, (7) textiles and products, (8) rubber products,
and (9) miscellaneous manufactures. ™"

The preponderance of industrial commodities over agricultural com-
modities in the trade with Canada is thoroughly consistent with the in-
dustrial development of the United States. The United States is a man-
ufacturing nation.R The prosperity of this country is particularly de-
pendent upon the activity of its factories. Although agriculture retains
its importance as a basic factor, manufacturing is a larger institution
and outranks agriculture in the value of its products, the capital iIn-
vested, and the number of persons engaged in the industry, and other points

3 U. S. Department of State, op. cit.

4 U. S. House of Representatives, op. cit., p. 353-354.
5 U.

6

S. Department of State, op. cit.
Chapter 111, supra.



of comparison. The United States has become more largely an exporter
of manufactured goods and less an exporter of agricultural products in
recent years. The reductions in duties granted by Canada on manufactured
commodities are of direct benefit to American industrial groups, but they
are also of benefit to American agricultural producers in an indirect
way. Non-agricultural exports to Canada increased 19 per cent in 1956
over 1955, but exports of commodities on which the duties had been re-
duced increased 28 per cent, while those on which no changes had been
made in the duties increased only 13 per cent. The reductions in duties
have contributed toward this increase in exports and, consequently, toward
revival of American industry, which, iIn turn, has resulted in increased
employment in urban centers, higher purchasing-power of wage-earners,
and greater demand for agricultural products by consumers in the domes-
tic market. An increase in industrial output sets in motion a chain of
circumstances that will inevitably redound to the benefit of agriculture.?7
The situation in regard to the indirect factors may be summarized
as follows: The importance of the trade with Canada to the North Dakota
agricultural producers is not measured merely by the value of competitive
exports to Canada, but also in at least two other ways— by the exports
to Canada of non-competitive agricultural products of other States, and
by the industrial exports of the United States as a whole. Both of these
factors operate to the indirect benefit of North Dakota agricultural pro-
ducers and tend to enhance the value of farm products and to offset the
the direct injuries”™ sustained through competitive agricultural imports

noted in the preceding chapter.

7. U. S. House of Bepresentatives op- cit., p. 269-278.
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Canadian Agreement is Part of General Program

Although the price-depressing tendencies of the United States im-
ports of competitive concession agricultural commodities are counteract-
ed by the price-enhancing”™ tendencies of United States exports of non-
agricultural concession commodities, the problem is not solved by an an-
alysis of only the trade under the Canadian agreement. This agreement is
related to the whole reciprocal trade program and its effects are inter-
woven with those of the other agreements. In order to know the whole
truth, it would be necessary to analyze the trade under each agreement,
and the procedure in each case would be similar to that followed in the
foregoing analysis of the trade with Canada. Only a cursory view will be
taken here of the trade under other agreements in its relation to North
Dakota, more for the purpose of pointing out thebroader aspects of the
problem than to present conclusive proof one wayor the other of the com-
posite effects of the reciprocal trade program on North Dakota.

In regard to commodities of special interest to North Dakota, no
reductions in duties were granted by the United States in trade agreements
other than the Canadian agreement on the following: grains and grain pro-
ducts for human consumption, beef, pork, butter, and other animal fats
and oills. On the other hand, the United States received concessions in
trade agreements other than the Canadian agreement on the following items
of interest to North Dakota: wheat, wheat flour, barley, oats, potatoes,
beef, pork, lard, butter, and eggs.” An accurate surveywould demand the
gathering of full statistics on both the importsand the exports of these

commodities under the various trade agreements, a task that cannot be un-

8 Congressional Record, Vol. 81, pt. 1, p. 1040-1045
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dertaken in this study. But the prominence of wheat both as a major
crop of the United States and the chief crop of North Dakota dictates
the necessity of presenting some statistics on this commodity. As has
already been pointed out, the United States granted no concessions on
wheat, except some minor concessions on wheat unfit for human consump-
tion. It is also true that the United States has received no conces-
sions on wheat of any appreciable significance. Two countries— the
Netherlands and Switzerland---increased their quotas, and one country---
Canada---reduced its duty. The Netherlands imported 335,000 bushels in
1936; Switzerland, nothing; and Canada, 53,000 bushels. These exports
are a mere drop in the bucket. The situation in regard to Canada has
already been discussed, and a few words will follow about the United
States wheat trade with the rest of the world.®

Exports of wheat heavily declined in recent years and fell to an all
time low of 233,000 bushels in 1935. In 1936, the exports were some-
what less than 2,000,000 bushels, which was about 2 per cent of the pre-
depression average; and imports were 34,074,000 bushels, nearly all of
which came from Canada. Curtailed supplies due to droughts and restricted
production in the United States in recent years®" account for some of the
decline in the foreign trade of wheat, but the chief reason is the trend
in foreign countries to become as self-sufficient as possible by produc-
ing their own bread grains. Even with the return of normal yields in the
United States, a substantial recovery of our wheat exports is highly im-
probable.-"-®

9 TJ. S. Senate. Hearings before the Committee on finance on House

Joint Resolution 96, p. 337-339.
10 1bid., p. 159-165.

273308
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Nor is the situation any better in regard to wheat-flour exports,
which have also shown a steady decline in recent years, from 12,000,000
barrels in 1929 to 3,000,000 barrels in 1936. Under the trade agree-
ments program, concessions have been secured from only two countries---
Canada, whose imports of flour from the United States are insignificant,
and Cuba, whose imports of flour milled entirely from American wheat
actually declined under the agreement with that country . It is evident
that relief to important wheat producing areas like North Dakota must come
in some other form than exports to foreign countries.

In regard to the indirect factors, the same approach would have to
be made as in the case of the study of the trade with Canada. Non-com-
petitive commodities on which the various agreements reduced the duties
must be separated from the competitive commodities, and the foreign trade
in these must be analyzed. A cursory review indicates that the same dif-
ficulties have beset the negotiators of trade agreements to gain outlets
for the major non-competitive agricultural products as those attending the
efforts to recover lost foreign markets in wheat. The outstanding non-
competitive commodity is cotton. No foreign nation has reduced the duty
on American cotton, since this commodity was already admitted free of duty
by countries th -t either increased their quotas or bound the free entry.
The full recovery of our lost foreign markets of cotton are as improbable
of attainment as that of wheat. The situation in regard to tobacco is
somewhat better, but the gains too have been slight. |[If a more detailed
analysis of the trade in non-competitive agricultural commodities under

the various agreements would reveal substantial gains in the exports, then

11 U. S. House of Representatives, op. cit., p. 228-229.
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the results could be classed as beneficial to North Dakota; but if the
analysis showed opposite conditions, then the results would be detriment-
al to North Dakota because of the tendency to devote such acreage to the
production of competitive agricultural products.

The second indirect factor is that relating to the non-agricultural
trade under the agreements. As in the case of the analysis of the trade
with Canada, a complete survey of the non-agricultural trade under the
various agreements would, show the proportion of this trade to the total
trade and the ratio to agricultural trade. A preliminary review indi-
cates th it the total concessions gained on industrial products is ex-
ceedingly wide and covers several hundred items. The most important
are concessions on automotive products, electrical apparatus, industrial,
agricultural, xnd business machinery, and various specialties.-" Most
of the countries with whom trade agreements have been signed are pre-
dominantly agricultural, and have been most disposed to grant concessions
on machineiy and heavier manufactures related to the development of their
own resources and industries. This has been particularly the case with
such countries as Canada, Cuba, Brazil, and Colombia.”"

IT a more detailed study should reveal th it the non-agricultural
tr ide had been revived to the same extend eunder the trade agreements gen-
erally as it has been under the Canadian agreement, then the indirect ef-
fects on North Dakota resulting from greater urban demand for crop and
livestock products would be beneficial to this State. If, however, the
proportion of non-agricultural trade would be relatively small and would

12 Congressional Record, Vol. 81, pt. 1, p. 1040-1045.
15 U. S. House of Representatives, op. cit., 269-278.



be either equal to or less than the competitive agricultural imports,
then the effects would be detrimental to the North Dakota agricultural
producers.

The foregoing observations are hints rather than proofs and merely
indicate the nature of the problem in its larger aspects. Until a com-
plete analysis of the trade under all the trade agreements is made,
jJjudgment with respect to the effects of the reciprocal trade program

upon agriculture in North Dakota must be withheld.
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