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PREFATORY NOTE.

Owing to delay in publication caused by the
Printers’ Strike, and the consequent desirability of
issuing this volume as quickly as possible, a few
subjects which the Author intended to deal with
have been omitted—notably the Imperial Press
Conference, the West Indies’ trade arrangement,
and the usual review of Newfoundland conditions.
A brief study of these 1920 events will be included
in the next volume so as to preserve the continuity
of reference.

The very considerable space given to Financial
and Industrial conditions, to the Farmers’ move-
ment and Transportation will, the Author hopes, be
appreciated. He desires, also, to express his thanks
to Messrs. H. R. Charlesworth and J. E. Middleton,
of Toronto, for assistance rendered in the prepara-
tion of a portion of this volume.
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THE

CANADIAN ANNUAL REVIEW
OF

PUBLIC AFFAIRS

FINANCIAL CONDITIONS OF 1920.

The year began with an infinite perplexity of hope
The World  and fear throughout the world. To the thoughtless
IS-‘it‘::lf:l' or ignorant participant in this period of vast unrest and
Chan gce s and uncertainty, there was a surface appearance of pros-
Deflation. perity in such countries as Great Britain, the United
States, France, Japan, and Canada;an obvious appear-
ance of poverty, misery and economic difficulty in Central Furope
and Russia. To those who understood the bases of international
finance and economics, it was clear that another change was pending
though how soon it would come could not yet be clearly dis-
cerned; in English-speaking countries the Banks would have much
to say in hastening a period of deflation and compelling the lowering
of prices upon which the existing situation so largely turned. It
was equally clear that production had to be increased in order to
promote any really beneficial change in the situation or amendment
of the hampering exchange conditions.

The Supreme Council of the Peace Conference approved and
issued on Mch. 8, 1920, a Memorandum of analysis and advice
which reviewed world conditions along sane and statesmanlike
lines. The rise in prices and the excessive creation of credit instru-
ments as a result of war; the loss of wealth and prolonged restriction
in production; the continued existence of Russian field armies
estimated at 1,500,000 men and of 1,000,000 soldiers in the new
S:cates carved out of the Austrian and Russian empires; the
disorganization of European transport and industry and agriculture
and output of coal; the continued extravagance of individuals and
nations and the collapse of international exchanges, were dealt
with and the absolute need of co-operation and economy urged
upon peoples everywhere and individuals in all nations. The follow
ing summary of conclusions may be given here:

1. That peace should be fully and completely restored throughout the
world—with normal economic relations re-established in Fastern Europe, armies

i [(17]
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everywhere reduced to a peace footing and."armaments limited to the lowest
possible figure compatible with national security.”’

2. That the States created or enlarged as the result of the War should at
once re-establish full and friendly co-operation with unrestricted interchange of
commodities.

3. That Governments and those engaged in the task of production in every
land should give immediate attention to the execution of all measures which
would contribute to the full resumption of peaceful industry, to the encourage-
ment of better output on the part of the workers in every country, to the im-
provement of machinery and means of transportation, and the removal of such
disturbing factors as profiteering. 1

4. 'That each Government should at once consider means for urging upon
its nationals in every rank of life the vital necessaity of suppressing extravagance =
and reducing expenditure, so as to bridge the gap which must for some years exist
between the demand for, and the supply of, essential commodities.

5. That early steps be taken to secure the deflation of credit and currency
(a) by the reduction of recurrent Government expenditure within the limits of
revenue; (b) by the imposition of such additional taxation as is necessary to
secure this result; (c) by the funding of, short-term obligations by means of
loans subscribed out of the savings of the people, and (d) by immediate limitation
and gradual curtailment of note circulation.

6. That for the provision of raw materials needed in the restoration of
industry means should be found by which the countries which in current conditions
of international exchange are unable to purchase in the world markets, and so
are unable to re-organize their economic life, could obtain commercial credits.

P ——

A few months later the British Department of Overseas Trade
issued a careful study of the situation with the following summary of =
the essential factors in the completion of Furopean reconstruction: ;i
(1) Peace, a settled political outlook, and the abolition of un-
necessary economic frontiers; (2) the rehabiliation of national
credit and currency; (3) the setting free of the forces of economic
enterprise and the resumption of private commercial credit;
(4) the re-establishment and development of transport facilities;
(5) the enhanced output of basic supplies, especially fuel and
fuel products, raw and semi-manufactured materials. The chief
element in the partial recovery of Europe and the world during
1919 and 1920 was the example and remarkable development of
Great Britain. In a study of English public finance during the
War and near-the-war period, the Bankers’ Trust Company of
New York, in a valuable publication, pointed out that during the
fiscal years, March 31, 1914, to March 31, 1920, the British Govern-
ment’s expenditure reached £11,269,000,000 (about $56,000,000,-
000) or £324,000,000 (about $1,500,000,000) more than the expend-
iture of the previous 225 years; that the borrowings of Great
Britain on Dec. 31, 1919, amounted, at par value of securities L‘
issued, to £7,368,000,000 of which £6,011,000,000 were furnished
by her own people, £1,027,000,000 borrowed in and from the United J
States and £330,000,000 borrowed from other foreign nations and
British Dominions. On the other hand, Great Britain had loaned 35
to her Allies £1,666,000,000, so that the amount loaned abroad ?;
exceeded by £495,000,000 the amount borrowed abroad. Thus
the 46,000,000 people of the British Isles had raised, entirely from
their own resources, including taxes, a net amount of £9,911,000,-
000 (roundly $49,000,000,000) or over £215 (about $1,075) for:-

AN
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each person in the population. The net indebtedness of about
£7,000,000,000 with a National wealth estimated at £24,000,-
000,000 involved a ratio of Debt to National wealth of 30 per cent.
or about the same ratio as existed at the close of the Napoleonic
Wars.

British business and trade and financial conditions all im-
proved during the two years following the War. Capital issues,
according to a statement of the London Joint City and Midland
Bank, increased from £65,330,000 in the calendar year 1918, to
£237,540,000 in 1919 and to £398,623,000 in the fiscal year ending
June 30th, 1920. The Banks, meanwhile, had organized a series
of amalgamations and arrangements which included the Palatine,
Bank of Liverpool and Martins and the Halifax Commerical Bank
in one arrangement; the Union of Manchester and the British
Linen Bank with Barclays; the Clydesdale with London Joint
City and Midland, and Coutts & Co. with the National Provincial
and Union Bank. FEnormous interests were involved in these
changes, as in the arrangements of 1918 and, no doubt, the whole
financial structure was strengthened. Gradually the leadership in
ship-building was acquired once more and the record for con-
struction won from the United States which, in the four months
ending Mch. 31, 1919, had a total of 4,185,000 gross tons to the
British total of 2,254,000 gross tons and in the same period, a year
later, had a record of 2,573,000 gross tons to the British figures of
3,394,000 gross tons. Meanwhile, trade had leaped upwards and,
despite the closing down of great war industries and transfer of
production and capital to other interests, the Exports in the calen-
dar year 1919 were £963,384,677 and in 1920 £1,557,974,984; the
Imports rose, also, from £1,626,156,212 in 1919 to £1,936,742,120
in 1920—a gain of nearly $3,000,000,000 in exports against an
increased import of about $1,500,000,000. In the fiscal year of

| 1920 the National Debt was reduced by the enormous sum of

$1,000,000,000 and the floating Debt by $300,000,000 while $250,-
000,000 of the Debt to the United States had been repaid; the wise,

{ if heavy and burdensome, taxation had made this possible when

coupled with increased exports, decreased imports, improved
shipping conditions and the invisible interest and other financial
returns from debtor nations. Late in June, 1920, Otto H. Kahn,
the well-known New York banker, said of this situation:

‘The spirit of wise, yet daring enterprise which is tradional of England, the
experience and insight and financial skill gained in the course of centuries, her
wonderfully perfected machinery for international trade, her old-time presiige
| based upon the justly earned reputation for fair and honest trading, her resolute
' and clear recognition and pursuance of the facts, her Governmental methods of
| fostering trade and co-operating with commerical interests—all these and other
| elements have been effective toward her recovery of her old-time position. She
1S prosperous and she is going ahead apace. . . . I have said in London and
{ Irepeat it here, that the talk about our displacing England as the world’s financial
| centre is idle. Her position is the result of geographical, economic and psycho-
| logical factors, or racial qualities, and of the experience and practice of centuries.

| Meantime, the greatest and easiest evolution of prosperity
iha\d been seen in the United States; had that country been willing
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to expand its views of international responsibilities and share with
Great Britain in the burdens of reconstruction, the recovery of
Europe and the world would have been much more rapid. To it
in 1915-19 had come at least $1,300,000,000 of British and European
gold; sales of $4,000,000,000 of American securities were made by i
foreign owners; in Shipping, Insurance, Commissions, ete., $2,000,-

000,000 more had been realized; its war credits and loans to Europe

had totalled $10,000,000,000%. In February Sir Edward MacKay

Edgar,Bart., an eminent Canadian financer in London, expressed

his belief in an article contributed to Sperling’s Journal that,

despite this immense development of American wealth, the United

States would not retain its dominance nor would New York super-

cede London as the world’s financial centre and clearing-house. |
Practically, he shared this opinions with Mr. Kahn, Pierpont

Morgan and some other American financial magnates of the day;
the refusal of the Republic to take the international position which
its money, trade and power warranted being the chief reason
advanced by Sir Edward. As to London, he pointed out: ‘“That
predominance has never been the creation merely of money.
Geography, habit, a liberal fiscal policy, a free and elastic currency
and banking system, the cosmopolitan outlook of the British
investor and the felt, imperative, need for expansion overseas,
have all contributed to it. Prestige, familiarity, the worn channels
of over a century of international commerce, our position as the *
gateway of Europe and the centre of a vast network of communi-
cations, and our abundance of men who have been trained for =
generations in international finance, and whose character and ™
world-wide connections command a universal respect—these are
assets with which America can hardly compete.”

During 1920 world deflation commenced in earnest and made
rapid progress. Its initial development came with sensational
rapidity in Japan, during March and April, as an immediate result
of a heavy increase in imports and decline in the War-time exports
which had made its current prosperity and its tremendous rise it
wages and prices so conspicuous. The process continued in th
United States through varied agitations against the still increasing",
prices of commodities, then a gradual shrinkage in the market
values of materials and stocks on hand and a downward trend o
prices; restriction followed in the placing of new orders, curtailment
of industrial production, reduction and passing of dividends, a |
steady drop in foreign exchange levels, lower agricultural price
.refusal of labour, for the time being, to accept lower wages, ani f
increased taxation. Deflation showed itself during the later pa
pf the year in Great Britain and Canada, through lower prices an N
in a few cases, lower wages, in heavy taxation and a restriction of
Bank loans or credits, in a general condition of financial stringency.
. Back of the absolute need of deflation, sooner or later, a
its realization, was the existing unrest in the world of labour a
inter-national politics; the ever-growing burden of British

*Note—Estimate of Monthly Letter—Royal Bank of Canada, April 1920.
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sponsibility for the peaceful evolution of India, the adjustment of
difficulties in war-tossed Ireland, the meeting of Soviet-created
sedition or hostile suspicions in Mesopotamia and Persia, Egypt
and Afghanistan; the continued efforts of Russia’s new autocracy
to promote disorder, strife, war animosities of every description,
in the partially-disintegrated nationalities of Central Europe and
the Balkans; the effect of Sinn Fein antagonism in the United
States, Australia, Canada, and elsewhere, upon the British policy of
conciliation and peace and its natural corollary of co-operation in
a policy of commercial and financial recuperation. As the Financial
Committee of .the London Chamber of Commerce pointed out in
May: ‘“Irade, in its essence, being exchange between individauls
or the aggregate of individuals which form a nation, depends
ultimately on credit, or belief that payment will be made on either
side. Such a condition of certainty, between nations as between
individuals, can only be ensured by conditions of peace throughout
the world, which will allow exchange to be steadied.”

It may be added that, at the close of 1920, re-construction was
proceeding satisfactorily and steadily in Great Britain with the
Labour problem as the chief difficulty and Ireland as the most
spectacular one; that in the United States re-adjustment was going
on in many great industries with drastic changes in prices, with a
lower tendency in wages and an increase in immigration, with a
weeding out of unsatisfactory workers and an increase in pro-
duction, with greatly increased efficiency in Railway operation and
relief in the congestion of the past, with a temporary deadlock in
buying, a satisfactory evidence of Banking stability and a cessation
of political activities—after the Presidential election excitement.
The tide of world-unrest which reached so tragic a climax in Russia
was settling visibly in many countries while the general cost of
living had gone down about 25 per cent. and in Great Britain, the
United States and Canada, the Government bonds bought during
the War were still held by individuals and remained a substantial
element in financial and national stability.

Italy, after going through episodes of disastrous character at
. the hands of Bolshevistic Socialism, had partly recovered its
sanity and was making progress toward normal conditions; France
had made marvellous strides in re-construction, had re-built
by the middle of 1920, 2,500 miles of its 3,460 war-destroyed
railways, had cleared of shells nearly the whole of its 7,200,000
acres of war-racked arable soil and plowed up one-third of the area,
had re-constructed or partially re-built 7,300 out of the 11,500
factories and plants destroyed by war and re-constructed one-sixth
. of its smashed-up roads and one-half its broken canals. Much
had been done in Europe though much remained to be done; Great
| Britain had reached a high level of international aid and effort;
| the United States, under its new political conditions, promised
{ some kind of co-operation; deflation in prices, costs, wages and
expenditures was well under way throughout the Britigh Empire,
i the United States, France, Italy and Japan.
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The question of exchange during the year was
Exchange a serious one; its application restricted trade, troubled

?,:ﬁ::?{f;’“l the indivudial in many c?untries, hampered travel,
Toage o nd  checked the flow of capital from one country to
the Pur- another, evoked all kinds of crude schemes as correc-
chase of tives. Mainly, it was a result of the War, but its

Securities. effect was greatly enhanced in the case of Canada

by after-war extravagance and wholesale importations
from the United States. Formerly, Canadian exports to Great
Britain had largely exceeded imports from that country and part
of the balance had been used to help in paying the United States
for the surplus of imports from that country over and above the
exports to it. In the 10 years prior to the War (1904-13) there
was a total export to the United Kingdom of $1,275,004,443 with
imports therefrom of $881,686,136 and a balance favourable to
Canada of $394,000,000; during the same period Canadian exports
to the United States totalled $909,319,605 and the imports from
that country $2,246,088,529 or a balance against Canada of $1,337,-
000,000. During the War and reconstruction period (1914-20)
Canadian exports to the United Kingdom totalled $3,471,305,311
and imports from that country $687,358,101 or a favourable
balance of $2,784,000,000 while exports to the United States were
$2,154,551,330 and imports therefrom $4,067 ,843,007 with what
is usually termed an unfavourable balance of $1,913,000,000.
Adding together the surpluses of exports to Great Britain over the
whole 17 years we have 3,178 millions while the total trade deficit
with the United States stood at 3,250 millions.

The two nearly balanced and, with the $300,000,000 still due to
Canada by Great Britain in payment of war-trade obligations, it
was clear that the exchange situation in 1920 was influenced by
more than trade conditions. As a matter of fact, Great Britain was
not paying in gold for its surplus of imports from Canada and the
Dominion was, therefore, unable to pay in gold for its surplus of
imports from the United States. Primarily, exchange rates are
based upon trade in commodities biit as Great Britain long ago
proved, there are other factors; in her case they were, before the
War, returns from investments abroad, profits from shipping,
Insurance earnings and Commissions, with other intangible profits
which far more than balanced the difference between Imports and

Exports of commodities; in the case of Canada, recent years had

seen the double process of over-importation of commodities from
the United States and the importation of money through loans
floated in that country—amounting on July 1, 1920 to $521,748,313
of loans to Canadian Governments, municipalities and corporate
interests. The issue was further complicated by the investment
of American money in Canadian industries to an estimated total
of $700,000,000 in the previous 10 years. How much of this was
in cash and how much in credits to Canadian branch establishments =
was, another question. In a study of Canadian economics by
Harvey E. Fisk, published by the Bankers’ Trust Company of
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New York, there was, during 1920, an interesting analysis of in-
visible trade balances between Canada and Great Britain. It was
estimated that in the six years, 1914-19, Canada had paid to Great
Britain $750,000,000 on account of Interest and Profits; $240,000,-
000 for Shipping charges and Insurance; $60,000,000 for goods sold
on credit to Roumania and Belgium; $338,000,000 on net advances
to Great Britain by the Dominion Government and the Chartered
Banks; $200,000,000 for Securities re-purchased; or a total of
$1,588,000,000 less $298,000,000 of Canadian Securities sold in
Great Britain. Mr. Fisk took this ‘“‘invisible’’ result and the actual
or visible Canadian trade with these countries in 1914-19 and made
up the following table:

Trade With United With United With Other With All
Kingdom States Countries Countries

Visible  Cr. $2,794,000,000 Dr. $1,560,000,000 Cr. 579,000,000 Cr. $1,813,000,000

Invisible Dr. 1,290,000,000 Cr. 480,000,000 ... Dr. 810,000,060

‘Total Cr. 1,504,000,000 Dr. 1,080,000,000 Cr. 579,000,000 Cr. 1,003,000,000

To this general credit balance in favour of Canada about $235,000,-
000 of a net export of gold to the United States during this period,
should be added—making a total credit of 1,038 millions or an
average of 173 millions during the 6 years ending with 1919.
The removal of International control over exchange on Mch. 21,
1919, and the ensuing break in rates for London-New York,
resulted in a similar break for Canadian exchange at New York.
This situation, caused primarily by British-American interests,
was intensified during 1920 by the increasing visible United States
trade balance against Canada-—an average of 247 millions a
year in 1914-19 and 300 millions in 1920. One of the effects of the
drop in Sterling exchange during 1919-20, and the discount on
Canadian money in the States, was a practical increase in the price
of goods bought by Canada from the United States equivalent to
the current premium on exchange; at the same time the export of
goods to the United Kingson was affected by an increase in their
value to the amount of the depreciation in British exchange. Incid-
entally, the condition had the same effect as an increase or decrease
of the tariff against the particular country concerned. At the
close of the year the rate of exchange on New York rose high and
reached its record figure on Dec. 21 when it stood at 19 1-4 per
cent.

Details of the way in which the exchange conditions affected
Canada were given by Sir John Aird of the Canadian Bank of
Commerce in an address just after the close of the year* and
included the fact that up to the extent of the United States pre-
mium the Canadian producer could accept a lower price abroad
when expressed in terms of a foreign currency and would still re-
ceive as many dollars as his American competitor could get; the
situation was caused, not only by excessive buying from the United
States and the reasons given above, but was affected by calls for
margins in respect to speculation on the Stock Exchanges; the

*Note—See Financial Supplement to this volume
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condition in various forms also affected India, New Zealand, Aus-
tralia and South Africa in connection with their British and Amer-
ican trade. As to the rate of exchange, expert opinions differed
greatly in estimating the causes and consequences—apart from the
fundamental one of a world-war.

Tord D’Abernon attributed the adverse condition in the
British rate during this year almost entirely to the inflation of
currency; Sir John Ferguson, Chairman of Lloyd’s Bank, declared
on Apr. 24, that there were many other factors, strongly deprecated
any Government attempt to raise the rate artificially and suggested,
as between Great Britain and the United States, that the latter
country might buy Britain’s oil interests in Mesopotamia, or make
a point of employing British shipping, or of buying British securities,
or it might open factories in England—any one of these things
would ease the situation; J. E. Dunning, President of the British
and Foreign Merchantile Corporation, New York, declared (Apr.
24) that if sterling exchange continued low for another decade it
would be the greatest blessing that could happen England as shut-
ting off, permanently, a large import of American goods and pro-
ducts. Similarly, it may be that exchange and embargoes and
higher tariffs raised by the United States against Canada would
prove a blessing in disguise by restricting Canadian imports and
automatically compelling greater home production. In a Toronto
address on Mch. 18, D. A. Cameron, the local Manager of the
Canadian Bank of Commerce, gave the following Toronto and
New York quotations as to the International exchange of that date:

Discount Discount
Country Gold Rate in New York in in
7 Parity Toronto Rate Toronto New Vork
Belgium $19.30 869 772 55% 60%
Denmark 26.80 19-82 - 1760 25 30%
France 19.30 840 7-46 56 61
Greece. 19.30 1255 11-15 35% 42%
Holland 40.20 4138 3675 814%
10w R A o ool e B 19.30 621 551 67% 71
Norway. 26.80 20-38 18'10 24 32149
Swgdeu. 26.80 23-07 20°40 149 24
Switzerlan 19.30 1948 17-30 10
ér:;: éggg -00 17°75 8
SE R A s e, M Al L S B 174 140 9214% 94
British 486 420 374 13157 23
Canada 1.00 89 119

However theories may have worked in practice, Canada was
hit in both directions as lying between Britain and the United
States—higher prices to pay for American goods and inevitable
restriction in exports to Britain. A Royal Bank estimate (Monthly
Letter of April, 1920) was that Canada’s imports from across the
border cost 10 to 15 per cent. more and her exports cost
European buyers from 20 to 50 per cent more than they would
were !axchange rates at par. Canada was, at this time, tied to Great
Britain financiallyin a way not dissimilar to the relations of Great
Britain and the Republic. To quote the above authority again:
:‘lee her, she is a debtor of the United States. Her total trade
is well on the favourable side but the favourable balance has
been mainly with England and has been sold largely on credit.

=i~
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To the extent of such credit Canada’s resources are not realizable

in New York. Any improvement which takes place in sterling in

New York will bring with it a rise in the exchange value of

Canadian funds. Sterling and Canadian dollars are more especially

connected from the fact that England holds Canadian securities to

an amount of about one and a half billions of dollars. The more

the pound depreciates in Canada the more inducement there is to

English holders to sell these securities. Their presence on the other
side tends to prevent sterling rates from falling as low in Canada

asin New York.”

During 1920 sterling fluctuated a good deal but in February
it had reached 18 points of depreciation and in December it was at
19; relief would come when deflation and re-adjustment of prices,
credits, and currency, had reached a basis of stability and not till
then. British bankers, .European financiers, leading statesman,
Canadian authorities stich as Sir Edmund Walker, or men with
a mission to Europe such as J. H. Gundy, were unanimous in pre-
seribing hard work, economy, restriction of imports, increased
production and additional taxation as curatives for the Exchange
condition. Sir Henry Drayton in Canada made one Govern-
mental effort to meet a specific phase of the situation in which one
of the marked incidents of the year—in financial interchanges be-
tween Britain and Canada—was the sale to the Dominion of alarge
volume of its own securities by British holders. This was partly
to meet the tremendous burdens of taxation in England but,
chiefly, because of the demand in Canada for a profitable purchase
of such securities under current exchange rates.

The Canadian public, in the earlier months of 1920, still had
large reserves—though rapidly melting ones—as a result of savings
during the War, of huge Government expenditures of public money
in the immediate past, and of such current disbursements as the
gratuity to the soldiers, the payments for ship-building and under
the Soldiers’ Land Settlement Act. At this particular time, also,
sterling in New York was placed at a further disadvantage by
Canadian exchange being quoted higher than British exchange and
this accelerated the offering of British-held securities of Canadian
origin in the Canadian market at prices which were lower than
corresponding Canadian Government securities such as Victory
Loans, could be sold for in Canada in Canadian currency.
Late in February, it was announced that the Government desired
to check the purchase of Canadian securities held in England, and,
on Feb. 29, the Finance Minister told the Montreal Gazette that
“these securities, owing to the fall in value of the pound sterling,
were now being dumped on the Canadian market and that they rep-
resented to a certain extent, the working capital of the Dominion.”

After extended conferences with bond-dealers, stock-brokers
and bankers, Sir Henry Drayton stated that it was intended to
discourage this process and that effective steps would be taken by
a sort of embargo to stop it. The Minister added a further ex-
planation: ‘“The purchase of these long-date obligations, in
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addition to taking essential capital out of the country, as settlements
are made on New York, still further depreciates the value of the
Canadian dollar there and renders still more difficult trade with the
United States and the discharge of our obligations in that market.”
The chief detailed reasons advanced for action were four in number:
(1) That it would check the flow of money out of Canada; (2) that
it would prevent the country’s liquid banking resources from being
further strained; (3) that it would help the domestic market for
Victory Loan bonds, and home securities; (4) that it would lower
the exchange premium on U. S. funds in Canada. The Minister
of Finance did not positively forbid transactions in these securities
under penalties; he simply notified all bond dealers and others con-
cerned that the Government desired the business to cease for a
time and, as a rule, the wish was respected.

There was some servere criticism of this action in financial
circles. The Royal Securities Corporation of Montreal issued a
statement (Financial Times, Mch. 13) describing the action as an
Embargo but as more or less futile, as tying Canada up with the
American dollar against the British pound sterling, as deliberately
injuring British credit in the United States: ‘‘The one vitally
important thing that the Embargo could do and did do, was to
impair very seriously the confidence of outsiders, not only British
but American and others, in Canadian credit and the reliability
of Canadian securities. The feeling of the British investor, and an
entirely logical feeling, was that Canada had no right to keep the
pound sterling at a discount and at the same time refuse to accept
the consequences of that discount—that Canadians had no right
to demand that British purchasers pay a pound sterling for four
dollars’ worth of wheat, and to refuse to pay four dollars for a
pound sterling of British-owned Canadian securities.”

The policy was carried out, however, and extended for a
further period in the Autumn. Sir Henry Drayton addressed the
Bond-dealers of Toronto on Oct. 26, and of Montreal on the 28th,
as to a continuance of the arrangement and the discouragement of
investments abroad at this juncture: (1) Because of the need of
money to finance the current crop movement and (2) because of a
holding up for the time in the ordinary purchases of grain for
British delivery. The financial interests in these centres supported
the Minister as a whole, but there were vigorous exceptions—not-
ably I. W. Killam, President of the Royal Securities Corporation
(Nov. 1), who again denounced the Government for what he called
“its violation of the most elementary laws of economics”’. i

Meantime, the Finance Minister had maintained control over
Victory Bond prices with a Stabilization Committee, of which G. H.
Wood, Toronto, was a leading member, to advise as to action calcul- |
ated to maintain and stabilize the price of the Bonds; on Mch. 22
it was decided in a Conference at Montreal, attended by Sir H.
Drayton, to authorize an advance in the price of bonds of various |
maturities; at other dates, as conditions changed, lower prices were
admitted. The Minister stated, on Nov. 27, when announcing that




————

Tue ExcHANGE SituaTioN AND INTERNATIONAL TrRADE 27

this Government control had ceased and that trading on the Stock
Exchanges in these bonds could re-open, that: ‘“The price of the
bonds has not been subject to violent fluctuations and stabilization
of price has been effective. The Committee has sold bonds which
have come upon the market and placed them in the hands of per-
manent investors to the extent of $270,000,000. The stabilization
has served a very useful purpose, but it is felt, in view of the fact
that the methods of control so general during the war period have
been abandoned in so many countries, and generally in Canada, that
the control of the sale of Government securities should also cease.”’
Exchange had, meanwhile, continued its relentless pressure
upon all kinds of financial interests in Canada and upon the nation
which bore the financial brunt of the War. As Sir George Paish
pointed out in Toronto on Feb. 1st: ‘‘The productive power of
Europe has dropped 40 per cent., but just at the time when we
most need to buy from America, our power to do this has diminishec.
When Russia supplied us with grain we supplied her with fabrics
and machinery. You, in America, (and Canada) have everything
and you do not require to buy back from us; but we need to buy
from you and have no means of immediate payment. As we are
not able to pay you in gold or in goods, we must pay you in securities.
But you are not very willing to buy or there would not be such
break in the exchange. Last year the United States sold us $600,-
000,000 worth of produce, and only bought back $250,000,000
worth, and we only managed to supply this amount with great
difficulty.” Asif to confirm this utterance, there was a tremendous
break in sterling at New York on Feb. 3 when it reached 3.32 1-2
and, on the 4th, 3.19 as against 3.60 1-4, the maximum quotation
of the preceding week and 3.79 early in January—which was the
highest for the year to date. People forgot at this time the low
level of the American dollar for years after the Civil War and the
fact that during the struggle it fell to a discount, at one time of 60
cents, while the British pound went to a premium; they over-
looked the even more obvious fact that Britain’s problem was
greatly enhanced by the continued effort it was making to get
continental Europe on its feet. On the other hand, as the year
progressed, the condition of United States export trade and shipping
reflected the high values of exchange and the difficulty of purchasing
goods when exchange rates were so abnormal; Canadian extrava-
gance stood the strain but other countries could not do so except for
absolute necessities. So far as Canada was concerned, an illum-
inative statement was made to The Globe on Mch. 20 by D. A.
Cameron, Toronto Manager of the Canadian Bank of Commerce:
. While this country last year exported more than $300,000,000 in excess of
imports, there was an offset against this which more than wiped it out.  This
was comprised of interest charges on Canadian securities held in Europe, amount-
ing to $125,000,000 and similar charges on securities held in the United States,
of $65,000,000 or $190,000,000 in all, to which should be added payment for
shipping charges and insurance premiums last year totalling $60,000,000, with a
another $60,000,000 for credits supplied to European countries buying Canadian

goods, _or $310,000,000 in all. ‘That put the balance on the wrong side of the
Canadian ledger by $10,000,000.
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Mr. Cameron added to this a further sum paid for securities, bought
back by Canada from Europe, which he estimated at $25,000,000 to
$50,000,000: ‘“T'herefore our real position for 1919 in foreign trade
was an adverse balance of between $30,000,000 and $50,000,-
000, and this accounts for the present discount of the Canadian
dollar in the United States.” It may be added, in reference to
these trade credits that France, Belgium, Greece, Roumania and
Italy, with Great Britain in a special matter, were, in 1919, granted
credits aggregating $157,000,000 and of this amount by September, =
1920, $65,000,000 had been utilized for the purpose of purchasing
Canadian goods. Of this total Roumania actually borrowed -
$20,000,000, Greece, $7,120,000, Italy, $6,000,000, France, $5,500,- =
000, Belgium $1,772,000, and Great Britain—a special advance for =
the purchase of timber—$23,500,000. Outside of this timber, the *
credits were utilized for foodstuffs and manufactures. Greece |
and Roumania took a large quantity of textiles, and the reputation =
of Canadian industry was well established in South-eastern Europe.
There were negotiations for renewal or continuance during the
year 1920 but nothing definite was arranged and in the Autumn,
olwing largely to the Exchange situation, the credits were finally
closed.

Another incident of the year which was more or less associated
with exchange conditions, was the International Financial Con-
ference at Brussels. It was initiated by a Memorial addressed in
January, 1920, to various Governments and signed by represent- =
ative bankers and publicists in various countries—the Americans
including J. Pierpont Morgan, Elihu Root and H. C. Hoover, and
the British Mr. Asquith, Hon R. H. Brand, Sir R. Kindersley, Lord
R. Cecil and Lord Bryce. The serious financial condition of ©
Europe and the Exchange situation were chiefly dealt with in the =
Memorial; the British Government, in response to a Delegation
suggested a Conference called by the Council of the League of Nation
and promised its support; this was arranged, but it was not until
September following that the Conference met at Brussels with only ;|
an unofficial representative from the United States but with 39 |
other countries officially represented by 86 delegates who, however,
were present as experts and not as spokesmen of public policy.

Great Britain was represented by Hon. R. H. Brand, a Vice- ||
President, by Henry Bell and Lord Chalmers, c.c.B., and by Lord 1j
Cullen, k.B.E., a Governor of the Bank of England; Canada by ?]-
G. C. Cassels of the Bank of Montreal, ILondon, J. H. Gundy, |
President of .the Canadian Bond Dealers’ Association, and Hon. |
Hugh Guthrlg, K.C., M.P., a member of the Government; NeW{“
Zealand by Sir James Allen, k.c.B., Minister of Finance, and Col. |
G. F. C. Campbell; South Africa by M. R. A. Blankenberg and |
Henry Strakosch; Australia by J. R. Collins, c.m.c., and India by
Sir Fazilbhoy Currimbhoy, H. F. Howard, and Sir Marshall Reid. {
The Conference divided the work involved into four parts and
entrusted special Commissions of its members with the task of
making a detailed study and preparing specific recommendations %
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with regard to (a) world finance; (b) currency and exchange;
(c) International trade and commerce; and (d) International
action with special reference to credits.

The Resolutions accepted from these various Committees
were unanimously adopted and were elaborate in character.
Continuous Budget deficits were denounced as leading to ruin and
the statements of 39 nations submitted showed that 11 out of 12
European countries expected a deficit in the current year—Great
Britain was the exception. These deficits were described asinvolving
further inflation of credit and currency and a further rise in prices
and the cost of living. All artificial action in lowering prices or
reducing rates for public utility services below the line of profit
were described as dangerous and useless. It was declared that:

1. Tt is of the utmost importance that the growth of inflation should be
stopped, and this, although no doubt very difficult to do, could quickly be
accomplished by (1) abstaining from increasing the currency and (2) by increasing
the real wealth upon which such currency is based.

2. Governments must limit their expenditure to their revenue.

3. Banks, and especially Banks of Issue, should be freed from political
pressure and should be conducted solely on the lines of prudent finance.

4. The creation of additional credit should cease and Governments and
municipalities should not only decrease their floating debts, but should begin
to repay or fund them by degrees.

5. Until credit can be controlled merely by the normal influence of the
rate of interest, it should only be granted for real economic needs.

Commerce should as soon as possible be freed from control, and impedi-
ments to international trade removed.

7. All superfluous expenditure should be avoided.

8. It is highly desirable that the countries which have lapsed from an
effective gold standard should return thereto.

9. Deflation, if and when undertaken, must be carried out gradually and
with great caution.

10. Attempts to limit fluctuations in Exchange by imposing artificial
control on exchange operations are futile and mischievous.

11. There should be ‘established an International Financial Commission
under the auspices of the League of Nations.

Only by these drastic measures could normal conditions be
gradually developed, exchange righted and the situation caused
by the increase of debt amongst the belligerent European Powers,
from $17,000,000,000 in 1914 to $153,000,000,000 in 1920 be
alleviated. J. H. Gundy of Toronto took an active part in the
proceedings and on his return issued a valuable pamphlet reviewing
the proceedings and conclusions of the Conference. Another devel-
lopment of the year was the proposal of John F. Darling, c.B.E.
an English economist, to facilitate settlement of the exchange and
inter-national finance situation by a co-operative arrangement
within the British Empire for a uniform system of currency, short
bills of exchange against goods in transit, and the establishment of
an Empire Bank whose function it would be to act as banker for
Governments and Banks and as an Empire clearing-house—with
a central office in London and branches throughout the Empire.
Speaking in Toronto at the Chambers of Commerce Congress
(Sept. 21), Mr. Darling said: “If we can so arrange the Empire’s
exchanges that it becomes in effect a united economic whole,
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endeavouring as far as possible to supply its own wants and, on
balance, producing a surplus to repay the Debt to America, the
advantages to all parts of the Empire will be very considerable and
the necessary adjustments as between the different parts of the
Empire could be settled internally.”

He suggested following, in part, the United States system
and making Bills of Exchange a currency basis. The powers of
the Bank of England might be extended or a new bank organized.
The Congress passed a Resolution asking the Imperial Government
to call an Imperial Conference on the stabilization of inter-empire
exchanges along lines of co-operation. Sir Edmund Walker sup-
ported it but pointed out the difficulties of Canada’s situation in
respéct to United States proximity and financial influence. Mr.
Darling went into this matter, during his Canadian visit, with
various financial leaders and received some encouragement.
Meantime, the American-Canadian exchange situation had two
opposite developments in detail during the year. In February the
Secretary of the Canadian Wholesale Grocers’ Association received
over 100 messages from its members in favour of discontinuing
the purchase of United States manufacturers’ goods unless pay-
ment was accepted in Canadian money; in October, a number of
the largest American houses quoted prices in Canada and said that
Canadian funds would be accepted.

In Canada the year 1920 opened with the

The Can-  aftermath of the War’s financial profits still holding
adian Situa- Off the inevitable period of deflation and business
tion; Finan- depression; by the middle of the year the process
cial Condi- of liquidation in securities and commodities, with
tions and Ad- a gradual change in prices, was under way; by the
justments. end of the year the whole sweeping process of re-
adjustment was in operation. Yet the fiscal year

of Mch. 31, 1918, had been the banner trade year in Canadian
records; there was a considerable reduction in the fiscal year of
1919, but that of 1920 was not much behind 1918—though the
continued expansion of Imports, as compared with Exports, became
a pronounced factor in the condition of change which developed
later. The sale of Canadian bonds began, early in the year, to
show great changes; from 9487 per cent. placed in Canada during
1918 and 7689 per cent. during 1919, the ratio dropped to 3282
in 1920; from a total of nearly 5 per cent. placed in the United
States in 1918, the ratio rose to 2254 per cent. and 67-18 per cent.
respectively; the total sales of all Canadian bonds decreased from

the war-record of $763,968,449 in 1918 and $909,383,728 in 1919

to the peace figures of $318,832,081 in 1920. *

These and other changes were very gradual till near the close
of the year; even then, and despite a distinct restriction in Loans

and individual and corporate limitation in the means of expansion, |

*Note.—J. W. Mitchell, Vice-President, Dominion Securities Corporation, Ltd., of Toronto, |

Montreal and London.
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the Banking figures of Canada as a whole showed a total surface
improvement over the preceding year—in the clearing-house
returns, in paid-up capital, in reserve funds, in deposits and loans,
in total assets; the relief of the public from the necessity of putting
up immense war-loans was a mental and practical balance to the
burdens of increased taxation and, for the first part of the year,
increasing costs of food and supplies. During the earlier months
of 1920, conditions were very prosperous on the surface, but were
pointing clearly to the need for a re-adjustment and to a possible
danger of financial collapse. Extravagance was still widespread,
prices were very high with an upward tendency, there was much
speculation, industries were working overtime with wages at war-
time levels, returning soldiers still had gratuities to spend and as
much money was borrowed in the United States as had been
obtained, before the War, from England, saving and production
were at a minimum.

This apparent prosperity continued well into the middle of
the year dispite some signs of change and preliminary set-backs.
As a matter of fact, through all the obvious inflation and the
coming period of deflation, conditions were fundamentally sounder
in Canada, proportionately, than in any country in the world
—not even excepting the United States. Its National wealth
before the War (1914) was estimated by the Canadian Bankers’
Association at $11,116,000,000, by the Dominion Statistician,
R. H. Coats, in 1916 at $14,658,160,000, while the estimate for
1920 was $19,002,778,000. As compared with other British
countries, Edgar Crammond, the English Statistician, presented
the following statistics to the Bankers’ Institute, London, in June,
1920, which covered the years 1910 and 1919:

1910 1919

National National National National

British Empire Wealth Income Wealth Income
United Kingdom............ccoeuu. £ 15,882,000,000 £ 2,016,000,000 £24,000,000,000 £ 4,300,000,000
o R 2,072,000,000 259,000,000  5,000,000,000 750,000,000
1,312,000,000 164,000,000  2,900,000,000 450,000,000
,000,000 75,000,000  1,200,000.000 200,000,000
320,000,000 40,000,000 480,000,000 80,000,000
3,600,000,000 608,000,000  6,000,000,000 1,200,000,000
1,300,000,000 220,000,000
1,200,000,000 170,000,000  3,200,000,000 450,000,000
BN ..._.......oocrenirnnanacanns 24,986,000,000 3,332,000,000 44,080,000,000 7,650,000,000

The increase of wealth per head in Canada was, therefore,
approximately from $1,430 to $3,125. As a country, the resources
of Canada were and are immense, with population and work as
the essentials to prosperity; at the same time there were important
limitations provided by nature in coal, iron and wood. As D. H.
McDougall, President of the Dominion Iron and Steel Co., pointed
out early in this year: ‘‘Canada is not a country where wealth is
easily gained, but it is a country not yet fully known, not half pros-
pected; where in the past sincere work has almost always reaped a
satisfying reward. What we, and our children, will get out of
Canada will be in exact measure to what we put into Canada in
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the way of brains and work. We have great national wealth,
but none to waste. We have problems and limitations but, if these
are properly tackled, we can lead the world in many things. Only,
we must give up talking thoughtlessly of our ‘boundless’ natural
resources, and prepare, by fostering science and encouraging
scientific workers, to get the best out of our country.”

In 1920 its field crops were the greatest on record in value,
in quantity, and in average quality, while Immigration had in-
creased from 57,702 in 1919 to 117,336. For the time being, the
United States had taken the place of Great Britain as Canada’s
outside creditor. According to the Federal Reserve Bank’s
Bulletin of August, Canadian securities held in the Republic then
totalled $524,248,313 and of this total, Provincial and municipal
issues accounted for $130,425,312, Government issues $150,000,000,
railways, $121,328,500, public utility enterprises $80,095,000 and
industrial concerns $39,899,500. Amongst the Provinces, Ontario
was the heaviest debtor with a total of $30,800,000 on the part of
the Provincial Government; Alberta came next with $11,150,000;
then Manitoba, $7,848,000; Quebec, $7,500,000; British Columbia
$5,630,000; Saskatchewan $3,720,000; New Brunswick $3,170,000;
and Novia Scotia $2,000,000. In municipal borrowing Toronto
came first with loans in the United States of $17,119,633; the
Toronto Harbour Commission showed $5,000,000 of its bonds
outstanding there; Montreal had borrowed $7,000,000 and Greater
Winnipeg Water District another $7,000,000; Calgary stood at
$2,918,806; Vancouver $2,810,000; Ottawa $2,588,859; Quebec
$1,255,000; Iondon $1,246,056; Edmonton, $1,348,750; and
Halifax $1,025,170.

Failures, despite the depression which developed during the
year were, according to Bradstreet’s, 976 in number with $18,825,-
750 of liabilities and $9,631,464 of assets; the liabilities were larger =
than in any year since 1915 and smaller than those of either 1914
or 1915. The Trust Companies of Canada, during the war years,
had faced a steady reduction and almost total cessation in the flow =

pf money .from Great Britain, Holland and France for investment =
in Canadian lands and property; in 1919 the process revived,

somewhat, and by 1920 the capital of the Companies had increased
to an estimated* $47,000,000, from $33,000,000 in 1916, while the
Trusts held had grown from 376 to 661 millions. Fire and Life
Insurance grew larger in volume and in premiums—the Fire
policies in force in 1919 being $4,904,396,461 and those of Life
$2,187,000,000. Popular savings continued to increase and,
though the figures were unofficial, the following approximate total =
of all Canadian Savings at the beginning of this year, as compiled

by the Savings Bank Section of theAmerican Bankers’ Association
is of interest as showing an average total of nearly $200 for every
man, woman and child in Canada: i

*Note.—Toronto Globe estimate (Financial Supplement) Jan. 3, 1921.
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Post Office Savings Banks .....cccccvenennnn $ 43,000,000
Government Savings Banks ................ 13,600,000
Quebec Savings Banks .....cccovvviniiinnnnn 50,000,000
Looan and Savings Companies ........ceoe.. 65,000,000
Provincial Rural Credit Associations ...... 1,700,000
Trust deposits with Trust Companies .... 30,000,000
€harteredi;Banlesiu e ibanamdmaitndatd il taio, .1,300,000,000

T RN o B s At R B O $1,503,300,000

Meanwhile, Canada had been driving ahead through the great
changes of 1920. The sunshine of popular optimism with which
the year began was gradually replaced by the shadows of pessimism,
although fundamental conditions changed but little. Banks
early in the year issued messages of warning, from press and pulpit
and varied sources came ceaseless urgency as to economy and
caution. In the March issue of the Union Bank Monihly B. B.
Carter, Eastern Superintendent of that Bank, pointed out that:
“We will see a contraction in what might be called the ‘good times’
now being enjoyed; it would seem that the sooner such reforms
as are necessary are instituted, the better. To my mind, there are
three great factors to be dealt with: (1) deflation of cutrency;
(2) increased production and greater exports; (3) increased immi-
gration.” Leading bankers had already intimated in interviews
and speeches that money would not be lent so freely as in the past,
and the Bank of England raised its discount rate on Apr. 15 from
six to seven per cent., while other European banks advanced their
rates.

In Canada, also, a re-adjustment of Victory bond prices took
place, while Government Railway financing affected money con-
ditions in the United States; the favourable Canadian trade balance
of some years commenced to change in February, when the $14,000, -
000 surplus of Exports over Imports became a small deficit which,
in March, totalled $50,000,000 and continued to be large throughout
the year. Then came the curious upward sweep of speculative
prices in certain stocks and, between May and July, Atlantic
Sugar advanced 54 points, Howard Smith (Pulp) 64, Price Bros,
(Pulp) 60, Riordon, 64; late in July, prices went down with a crash
and Thornton Davidson and Co., brokers of Montreal, suspended;
Sterling exchange continued to decline and in the United States
prices in various commodities showed lower tendencies, factories
cut down their schedules and Banks began to call in certain kinds
of paper; in both Canada and the United States, there was an
increasing tendency toward economy and a lessening in the extra-
vagance of past months.

With the coming of September, the contraction of money for
crop-moving purposes and other reasons, impressed itself upon
industries and a distinct re-adjustment of conditions became ap-
parent, while business in both the United States and Canada slowed
up perceptibly; by November, liquidation was well under way, and
on the 19th, according to the Toronto Globe financial analysis 21
representative New York stocks showed an average decline of 44
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points from the high level of 1920, while 16 Canadian stocks had
an average decline of 32 points. As to the general situation in
Canada, Sir Vincent Meredith, President of the Bank of Montreal,
pointed out on Dec. 6 that an overwhelming demand for credit
had taxed resources to the utmost: “Following a period of the
excessive prices and inflated currencies characteristic of war times,
the country is now in the midst of the process of re-adjustment.
It has been difficult to make producers, merchants, and others
carrying heavy stocks, who have grown accustomed to high prices,
accept the inevitable by recognizing the fact that it is futile to
attempt to overcome natural laws and to realize that economic
conditions, which no artificial means can alter, alone are the cause
of price decline. A lower price level must be reached before we
can reasonably look for a resumption of business activity on a
sound basis.”’

During these later months, there was, as always, in such
periods a temperamental exaggeration of conditions following
upon the growing tightness of money, the reduction in the current
value of securities and the abnormal exchange situation. At this
time also the depression was enhanced by a growing and unusual
tendency amongst merchants and dealers in other countries to
repudiate international business contracts; a process keenly re-
sented by Great Britain and considerably indulged in by the United
States as well as certain European countries. There was, also,
a gradual but steady depreciation in Canadian securities upon the
London market, led by Grand Trunk Pacific bonds, influenced by
exchange conditions and the financial ups and downs of the British
Empire Steel Corporation, affected, also, by the fall in the price
of silver—from 76d in December, 1919, to 40d in December, 1920.
During this year C. P. R. quotations changed from 170 to 156;
Montreal 4 1-2 per cent. from 86 1-2 to 67 1-2; Toronto 4 1-2 from
83 to 71, Canadian Car and Foundry from 129 1-2 to 75, Dom-
inion Steel Corporation from 89 to 49 1-2, Shawinigan Water and
Power from 140 to 115, Spanish River Pulp from 152 to 99 1-2.
The tremendous drop in sugar produced spectacular losses, the
Pulp industry had a serious though temporary collapse; the
general drop in American prices was parallelled in Canada and,
in the later months of 1920, the Banks were in full swing of
restriction, while business, trade, industry, were all entering a period
which promised real re-construction.

There was no panic during this period in Canada though the
gradually growing depression was obvious; stocks of merchandise
were not sacrificed as on the other side of the line; manufacturing
and wholesale prices came down, but retailers were slow in respond-
ing to the necessity—perhaps too slow; there was, in particular,
a marked fall in textile prices as there had been earlier in sugar and,
everywhere, at the close of the year, there was a slackening in

demand for a large number of commodities; the fall in the value of ,

wheat affected the farmer seriously but he had large stocks of

good quality with $400,000,000 in sight for this product alone;
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live-stock and dairy products still stood high in price while in
mining, lumbering and paper-making, there was marked activity.
The process of deflation was under way, but it would not reach its
lower levels until 1921.

The salient points of the year, it will be seen, were the warnings
of earlier months, in events abroad and at home, and in speech
and press, that the inflation had reached its height and that contrac-
tion in business and liquidation in various directions were imminent
with, in later months, the development of this condition under
gradually increasing pressure from the Banks and a steady de-
preciation in value of securities and in prices of commodities. The
critical position of certain Railways aided in the process, and was,
in turn, complicated by its development; higher Railway rates were
allowed despite strong commercial and agricultural protests and
the Telegraph Companies also obtained an increase in rates;
the building of ships and supply of shipping overtook the demand,
though, for this year, the Dominion Government continued its
construction programme.

Other incidents were the control of the Victory bond market
undertaken, in January, by the Government and its later embargo
on the import of securities with a view to prevent the decline in
war-bond and general security prices—a policy which proved
only partially successful in result, and was in November finally
abandoned. Up to Dec. 1st., 1920, twenty Companies were incor-
porated with $10,000,000 or more capital; the most notable were
the Laurentide Company, Ltd., Montreal, $35,000,000; the Riordon
Co., Ltd., Montreal, $80,000,000; the Brazilian Development Co.,
Itd., Toronto, $50,000,000, and the Canadian Associated Goldfields
Ltd., Toronto and, of course, the British Empire Steel Corporation;
an immense number, and for Canada a record number of Companies
were incorporated with $1,000,000 or more, of capital. The fall in
the price of silver was a factor in Canada and was accompanied by a
general decline in the total production of Mexico, United States,
Canada and other countries, estimated at $40,000,000 between
1913 and 1920. On July 1st the Bankruptcy Act of 1919 came into
operation. It provided for assignees of capacity and character
to be appointed by the various Provincial Governments and
bonded for the work they were to perform; proclaimed its benefits
for men in business or for private citizens, if the latter desired to
make an assignment; enacted that all persons carrying on business
must keep books showing the record of all their transactions.
In this connection G. T. Clarkson, F.c.A., in an address before
the Chartered Accountants’ Association, Toronto (Sept.14.) ex-
plained the situation as follows:

Under the terms of Confederation, the Dominion Government had control
over all matters affecting bankruptcy, and an Insolvency Act was passed in
1869. . This Act remained in force until 1880, when it was repealed, and since
that time action regarding bankrupts has been carried on under provisions of
the various Provincial Assignment Acts. Owing to the fact that there were
nine of these Acts in force throughout the Dominion, and each of them different,
it was decided to have Dominion-wide legislation that would control all matters
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pertaining to bankruptcy. ‘The Dominion Winding-Up Act has always controlled
the insolvency of corporations. The new Bankruptcy Act supercedes the Prov-
incial Assignment Acts, which, although economical, were varied, and to a large
extent also supercedes the Winding-Up Act, although in certain cases connected
with corporations, the creditors can decide whether the latter legislation will
be used. The new Act governs all matters affecting the insolvency of individuals,
partnerships and corporations in Canada, except banks, loan, trust, insurance
and railway Companies, building societies and savings banks, which are still
dealt with under the Winding-Up Act.

He concluded with the comment that: ‘“The Act now permits
an honest or unfortunate debtor securing a discharge, while a dis-
honest one cannot secure it. ‘Thus the incentive to commit fraud
and compound with a creditor for the best possible rate, is with-
drawn.” Other events of the year were the failure of the Standard-
Reliance Mortgage Corporation, Toronto, of which Lieut-Col.
W. S. Dinnick was President, the prolonged investigation of its
exceedingly muddled affairs which followed, and finally, the organ-
ization of a Company to take over and administer the assets for
the benefit of the creditors;the continued enquiry into the disastrous
condition of the Dominion Permanent Loan Company, Toronto,
which had suspended in 1919, the Report of G. T. Clarkson that
upwards of $2,000,000 of the Company’s assets had been paid out
in dividends at periods when the Company had no net earnings,
the fact that all its Directors had died and that action was now
taken against the shareholders for recovery; the organization of
the Central Trust Co. of Canada at Moncton on June 22, with
H. M. Wood, Sackville, as President and the Traders’ Financial
Corporation, Ltd., of Winnipeg, with A. B. Hudson, k. c., as
President; the continuation of the prolonged liquidation of the
Dominion Trust Company of Vancouver, which had been carried
on through countless Court proceedings since 1914—with an early
initial dividend promised.

Important meetings of certain financial organizations were
held in 1920; the Banks are dealt with® separately. In Toronto
on Mch. 4-5, the Dominion Mortgage and Investments Association
met with E. M. Saunders in the chair, a membership of 43 Com-
panies, and a record of Assets held by these concerns totalling
(Dec. 31, 1919) $1,030,239,435, made up as follows: ILoan Com-
panies, $198,047,664; Trust Companies, $451,327,871; Life
Insurance Companies, $380,863,8909. ‘The Association had affili-
ated with it the Mortgage and Trust Companies’ Association of
British Columbia, the Mortgage Loans’ Association of Alberta, the
Mortgagg Loans’ Association of Manitoba, and Land Mortgage
Companies’ Association of Saskatchewan. Sir Thomas White
told the meeting that $1,300,000,000 of British gold had, during
the War, passed through the offices of the Receiver-General at
Ottawa for New York; C. A. Bogert, President of the Canadian
Bankers’ Association, pointed out that the Mortgage and Bankers’
organizations, together, administered Assets totalling $4,000,000,000.

¥. H. Sissons, Vice-President of the Guaranty Trust Co.,
New York, told the Association in reference to the Farmers’ move-
ment in Canada and the United States, that: “1It is for the
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financial leaders to devise ways and means by which credit can be
extended on a sound basis to aid in developing this great mine of
gold in both countrxes, and that if we do not do this, the great
danger in Canada, as in the United States, will be that the farmer,
who is unskilled in finance, will attempt impractical and theoret-
ical measures, which will have a far-reaching and disastrous effect
on all financial interests.” A. J. Glazebrook, of Toronto, contended
that in Canada the real inflation was in credit and the exchange
situation due to trade conditions rather than to currency. He
made this statement: “ A good many think we have a surplus of
Exports, but we have not. Nominally our surplus was $300,-
000,000 in 1919, but from that we must deduct at least $200,000,-
000 for interest on foreign borrowings and $30,000,000 to $40,000,
000 for services such as shipping and insurance, besides $60,000,000
to $70,000,000 for goods sold to Roumama, Belgxum, etc., on credit.
In that way the nominal surplus is lost.”” Then there was the
re-purchase of Canadian securities, very largely for resale to the
United States, and totalling perhaps $40,000,000. Hon. W. M.
Martin, Premier of Saskatchewan, also spoke. A. E. Holt, of
Montreal, was elected President with W. E. Long, Montreal, and
J. B. McKechnie, Toronto, as Vice-Presidents. The Executive
Committee referred to recent Loan Company failures as follows:

Recent failures, upon exammatlon cannot be said to be due to taking
deposits, but to methods of investment which should not be permitted. That
any legislative changes favoured should have due regard to the proportion of
deposits to total borrowings, and to the proportion of either class of borrowing
to liquid and total assets, is essential. In extending the existing limit of borrow-
ing by taking deposits so that the limit will be the aggregate of capital, reserve,
cash, Dominion and Provincial Government securities, would not in any sense
impair the existing safeguards for depositors or debenture-holders.

The Canadian Bond Dealers’ Association met in its 4th Con-
vention at Winnipeg on June 17-19, with Sir Augustus Nanton
in the chair. In the speeches, it was estimated as to Victory
bonds that the Government action in placing marketing conditions
under a Special Committee of bond dealers had effected a saving
to Victory bond owners of not less than 5 points on the market
value of the outstanding two billion of National Debt—in other
words $100,000,000. Another interesting point was that against
$650,000,000 of bonds sold in the last Victory Loan campaign,
the floating supply in Canada was now $10,000,000 or, approximate-
ly, 114 per cent., while the total floating supply of all Victory bonds,
including both tax-free and taxable, was only 2 per cent. of the
entire outstanding total.  A. S. Dawson of the C. P.R., Calgary,
gave an address on Irrigation and stated that no mortgage had
ever been foreclosed on an irrigated farm in Alberta; R. C. Wallace
dealt with Northern Manitoba. J. H. Gundy of Toronto was
elected President. The Manitoba Mortgage Loans Association
met at Winnipeg on May 17 and in the Executive’s report com-
plained of Section 95 in the Insurance Act, approved the general
pr1nc1p1es of the District Hail Insurance Act, protested against the
claim in the Seed Grain Act which granted priority to municipal
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seed grain liens over first mortgages, urged that the Provincial
Moratorium should cease entirely in 1922. F. S. Long was elected
President and J. H. Riley Vice-President. The Mortage Loans
Association of Alberta, meeting in Calgary on May 13 discussed,
chiefly, recent Provincial legislation; W. T. Creighton was re-elected
President. The Dominion Association of Chartered Accountants
met in Toronto on Nov. 15-17 with A. C. Neff in the chair and
a reported membership of 570; the Dominion Bankruptcy Act, was
as a whole, approved. In British Columbia, a Bond Dealers’
Association was organized in September with A. C. Flumerfelt
of Victoria as President. '

Chief Financial Appointments of 1920

Institution Position Name Place
Trust & Loan Company of Canada Chief Commissioner......... Jos. Campbell............... Montreal
Prudential Trust Co... Director, Lt.Col. D.M. Robert-

son,. M.V.0.... ..

Prudential Trust Co.. Director, Hon. Frank Carrel,.

Bell Telephone Co.. Director. Glyn Osler.......

Bell Telephone Co Director G. D. Milne....

Union Trust Co President M. Ross Gooderham ..Toronto
DRion Arust Co........coco0eerreinrecssiprsacsn Vice-President.................. Dr. J. H. McConnell .. Toronto
Canada;Trust Co. Director G. H. Belton...

Canada'Trust Co. Director..

Colonial Investment & Loan Co....... Director ....

Toronto Savings & Loan Co. Director.

Northern Trusts Co. Director.

Can. Mortgage and Investment Co.President
N. B. Telephone Co. Director
N. B. Telephone Co.
Bankers' Trust Co
Chartered Trust & Executor Co. ......Di

Canadian Bond & Mortgage Co W.
Great West Permanent Loan Co.. .... Asst. General Manager....T. S. English...
Canada Permanent Mortgage Cor- :
poration...... Manitoba Manager.......... J. H. C. Lawrence........ Winnipeg
Royal Securities Corporation............Vice-President and Gen-
eral Manager... .. W. G. Pittfield.

Vice-President..

Royal Securit’es Corporat on
General Manage1

Royal Trust Co

Montreal Trust Co... Director.
Brazilian Traction Light & Power
Company. Director Sir Thomas White........ Toronto
London and Canada Loan & Agency.
Company President C. S. Gzowski Toronto
TLondon and Canada Loan & Agency.
Company Vice-President ....C. C. Dalton Toronto
‘Toronto General Trusts Corporation Director : Th Bradshaw........ Toronto

This question or condition in 1920 was vital to
The Prob- every financial, industrial and individual interest of
lem of Prices the country; its discussion permeated all popular con-
;‘{l'fe ‘a':}i“;:’“ sideration of politics and public affairs in general; it
in Canada  Was part of a great whole, however, in which the de-
and other termining elements were the United States and Great
Countries  Britain. According to the Allied Supreme Council in
during 1920.  their January Memorandum, the general increase in
) __prices of commodities since 1913 had been 120 per cent.
in the Uqlted States, 170 per cent. in Great Britain and about 300
per cent. in France, Italy and Belgium; the Canadian official figures
showed the increase between 1913 and the early months of 1920 as
163 per cent. Until the break in prices occurred—especially in the
two great English-speaking countries—there could be no real
change in Canada and no serious deflation in either its currency
or credits. When that would take place or how far the process
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would go was a vital question. During the Napoleonic Wars
prices in England had risen 75 per cent. and they took 8 years to
become normal; in the United States Civil War they rose 100 per
cent. and took 12 years to reach normal levels. '

There were indications of a break at the beginning of 1919,
but it had not been realized in Canada or elsewhere, largely because -
of the tremendous demand for food and raw materials in war-
scarred Europe. Goods were carried to Europe to increase the
scanty rations of the people, to rebuild houses and factories, to
provide raw materials for factories which were re-opening or turning
to production for peace needs, and to restock warehouses which had
been depleted of goods of all kinds. Canada and the United States,
therefore, in common with other countries not directly reached by
the hand of war, continued the prosperity of war days and did so
until nearly the middle of 1920. Prices, in fact, went higher in
many lines during 1919 and the process continued into the next
year with the first actual break coming in Japan where speculation
in raw silk was the dominant factor in the change and was followed
by a fall in the price of various other luxuries.

During this after-war period, the reasons for rising prices were
many though all were not as fundamental as was inflated currency.
There were the scarcity of staple products and goods in Europe,
the higher wages in all countries, the reduced output in English
countries owing to strikes and shorter hours, price-fixing experiments
by Governments which interfered with natural laws of supply and
demand, shortage of labour owing to war mortality and a war-
caused tendency to avoid work, a wave of unprecedented extra-
vagance following, as a natural reaction, upon the enforced economy
of the war-period. Production took at least two years to even partly
catch up with the demand, increased taxation of all kinds added to
the cost of products, monopolies in certain lines of manufacture
helped the trouble as did increasing wage costs. Sir Auckland
Geddes was responsible in an interview (London, Mch. 8) for
the statement that so far as the United States was concerned, it
was a question of too much gold: ‘“The United States used to
have about $300,000,000 in gold, but it now has about $2,150,000-
000. There is so much gold in America that there is no use for it,
and the value of gold there has fallen to about half of its value, as
expressed in commodities before the War. ‘There is a concen-
tration of gold in the United States far in excess of requirements.’”’

There were all kinds of subsidiary reasons in the case of specific
commodities. Sugar, for instance, was high because there was
a world-shortage owing to sugar-beet countries decreasing pro-
duction whilst varied Prohibition developments increased consump-
tion; potatoes were high and went higher in the first part of 1920,
in Canada, because there was a shortage in the United States;
bread was dear because wheat and flour were dear and it grew still
more so; Tariffs had some influence, as did all forms of taxation,
and had a temporary influence, but only a temporary one, in keeping
a specific price here and there on a high level. The following
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table* is of value as affording official Canadian figures as to the
progress of prices in the Dominion during the period under review:

Index Number of Wholesale Prices of 40 Commodities.

1914 1918 1919 1920
January. 1209 2257 231-3 2808
February 1204 2367 2227 2812
March 1199 2376 2232 2876
April 1193 2396 2273 2953
May:. 119-3 2444 2326 2983
June. 118'8 2504 2383 296-9
July 1200 2483 2508 2929 .
August, 1229 2515 262°7 274°4 1
September. i 126-1 2520 2507 2545
October .. X
122-7 2488 251-1 2331

Novemb
December .

In the first four months of 1920 there were in Canada few signs
of fundamental change, or of the deflation development which
sooner or later, had to come. There were some price decreases
but the most obvious thing was a persistent increase along various
lines. Wholesale and retail lumber prices continued to rise in the
West; the price of wheat was raised under Government control by
the Wheat Board, on Jan. 31, by 25 cents per bushel to mills in
British Columbia, Ontario and Quebec and the minimum wholesale
price of standard white flour from $10.10 per barrel to $11.25; the
cost of anthracite coal continued to advance and was raised at
some points on Apr. 16 from $14 to $15 a ton while sugar, cement, =
building materials in general, and metals, all showed a sharp rise
during this latter month.

Potatoes in this process were conspicuous and rose higher and
higher as a result of shortage in the United States and considerable
shipments from Canada to the States. The advance in this pro-
duct had not been continuous during the war period and M. M.
MacBride in the Ontario Legislature (Apr. 30) gave the following
figures of yield and value as official ones: 1915, 60,353,000 bushels at \
$36,459,800; 1916, 63,892,000 bushels at $60,982,300; 1917, 79,- =
892,000 bushels at $80,804,400; 1918, $104,346,200 bushels at =
$102,235,300; 1919, 125,574,900 bushels at $118,894,000. Early 3
in 1920 the prices leaped upward. Bags of potatoes sold in Mont- Gr
real (Apr.6) for $5.00 each; on Apr. 26 they stood at $6.00 and at b &
the end of May they retailed there at $8.00. The total value of =
the potato product for Canada in 1920 was $134,693,000. E

Meanwhile, during the first two months of the year other
grains besides wheat, bread and meats, and live-stock in general,
fish, textiles, hides and raw furs, as well as lumber and metals, all
registered an advance. As late as the month of May bread went
up one cent a loaf in Montreal, Toronto and other centres—a
result of added costs for flour; at the same time the prices of food
and textiles in England were still soaring upward and the peak of
high prices was reached in the States. Increases in telegraph rates
for commercial messages—32 per cent. in Eastern Canada and 20
per cent. in the West, were allowed by the Railway Commission

*Note.—Collated by Professor H. Mitchell of McMast iversi i in thall
Toronto Ciobe of Jea. Sli'd, ey itchell o cMaster University and published in the
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on May 22; for this month the Labour Department reported, in
June, that the general movement continued upward with increases
in grain, fodder, live-stock, fuel, building materials, and furnishings
—more than off-setting decreases in eggs, milk, hides, textiles, and
inraw furs. As late as June, the Canadian prices of cloth and other
finished products with wool as a basis were still going up; newsprint
rates at the end of the month advanced to $110 per ton, as did
natural gas rates at Ingersoll, Brantford, Woodstock and Galt,
following upon eatlier advances at other Ontario points; the increase
in average bread prices during June was nearly half a cent on a
24-ounce loaf; barbers in Montreal and elsewhere raised their
level of prices and in July hardwood rates were still going upwards;
the Bell Telephone Co., in August, demanded higher rates and,
eventually, received them; boots and shoes stayed at their high
prices and coal, which had doubled in price since 1914, continued
to rise.

In August retail prices showed little change and September
commenced with an increased cost to the consumer for milk and
continued high prices in restaurants which, indeed, lasted to the
end of the year—a Civic statistician in Hamilton estimating at
this time the local profit on a cob of corn at 1,200 per cent. and on
a dish of tomatoes at 4,000 per cent! In Toronto the Police
Commissioners (Sept.16) had a report on food prices in restaurants
which showed profits of 200, 257, 567 and 1,400 per cent. on specific
items. The rises in price were very impartial in application and
even students at the Universities of the large centres were faced
by higher fees as well as increased costs in living. Pulpwood in
September was still soaring upward with prices around $15.00
per cord as compared with $4.00 or $4.50 a few years before; rents
advanced all through the year for houses, either large or small, in
cheap or expensive localities, for rooms or apartments, or suites of
rooms, all alike. As to this, Archbishop McNeil in Toronto
' (Sept. 30) declared the local situation in many cases to be one of
“rank profiteering”. A fitting climax was in the cost of coal which
. at Toronto, in the last year of war, averaged $12.00 a ton and in
October, 1920, stood at $22.00.

. Concurrently with this process of inflated prices there was
in 1920 a steady development downward in the selling values of

|| other commodities though this did not commence seriously until

{May and was not visible to public comprehension or in financial
'conditions until some time later. Internationally, the process
Ibegan in Japan, extended into the United States, and then Canada,
ithen reached Great Britain, and afterwards in a lesser degree the
iContinent. In the United States from January onwards there
(was a continuous and increasing export of gold which, during
11919, had shown a slight decrease over the year from $3,080,510,011
'held on Jan 1, 1919, to $2,762,905,481 held on Feb. 1, 1920,—
a steady monthly decrease during seven months. This total fell
ito $2,739,043,566 on Nov. 1st, but rose slightly again to $2,784,834,

1427 at the end of 1920.
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The American process of price deflation did not begin seriously
until the summer season and prices continued during part of the
year to range higher, upon the average, than in Canada—especially =
in city restaurants where the tendency was about 25 per cent.
higher. The first sign of a possible change was through, and in, the
huge stocks of wool held by Australia and which gradually accum-
ulated in Great Britain as a result of improved transport facilities;
on Mch. 17, the New York Globe indicated another branch of the
same situation in offerings of New Zealand and Australian mutton
and lamb at one-half the current New York price. During April
the restless consumer in the United States began to struggle against
the increasing cost of living—potatoes on Apr. 12 being raised in
Detroit, for instance, from $3.50 to $7.50 a bushel-—and public
organizations were formed pledged not to use this or that commodity
until the price came down; at the same time, there swept over the
country a movement to wear only overalls and, for women, calico
dresses, as a protest agianst the price of clothes. :

At the end of April a meeting of the U. S. Chamber of Com-
merce, at Atlantic City, representing 1,300 trade organizations *
urged increased production as a great element in the matter. In
May credits began to be restricted by the Banks and prices were
cut by an increasing number of clothing and other retailers; on =
May 18, Washington advices stated a definite downward trend in~
prices of a large number of commodities throughout the country;
at the same time the Federal Reserve Board and bankers from all
parts of the United States met at the capital and decided to make a ™
determined effort at reducing high prices and forcing deflation;
at Manchester and Liverpool, during May, Egyptian cotton had a
sharp decline in price and this affected conditions in the States;
cotton and wool continued to drop in England as did mutton, also,
at this time. ‘

With characteristic American rapidity, a price-slashing wave
suddenly swept over the country, and this the National Association
of Manufacturers had already anticipated in a New York meeting
on May 19, with a Resolution which advised their 5,400 members
to reduce wholesale rates from 10 to 25 per cent. Without going
into further detail, it may be said that there followed the greatest’
decline in prices which the United States had ever seen—variousl
estimated at 20 to 30 per cent. over the next seven months. Sugar
had the greatest fall in price, wheat went down nearly one-hal 4
corn two-thirds, and cattle (native steers) one-third, hogs (live)
one-half; cotton goods saw a two-thirds decline as did raw cotton,
raw wool and raw silk while hides went down one-half, pig-iron
gpppe’{, lead and steel billets experienced varied but heavy reduc-

ions. )

In Canada conditions changed, also, but more slowly. Pota-
toes were the first object of popular resentment as to price and
various meetings were held to boycott the product and force the
price down—a Consumers’ League being formed in 7Toronto

*Note.—Financial Editor, New York Tribune, Jan. 2nd, 1921.
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on Apr. 26 with Mrs. A. M. Huestis as President, in Ottawa on the
27th, with Mrs. J. A. Wilson, presiding, and at other points. The
price was slow in responding to pressure, however, as the shortage
was a real one. Then the general range of prices began to fall in the
United States and Great Britain; it became evident at the end
of May that the peak of inflation had been reached, despite the
fact that increases continued in some lines right up to the close of
the year; the Dominion Luxury taxes helped to curtail extravagant
purchases in various directions; animals and textile goods during
May were the first products to show a reduction, as in June raw
wool, leather and jute showed a lower trend; in July potatoes fell
as did grains, fish, fruits and vegetables, textiles and lumber.

This movement was accelerated, in respect to foodstuffs, by
increasing production in Europe, abundant crops on this continent
and gradual reduction in ocean freights. Toward the end of August
the break came in sugar and ship-building prices on the Clyde
showed a range far below Canadian and United States construction
prices; E. S. Bates, head of a Montreal woollen firm, stated there
had been a decline in the raw material of woollen goods of 20 per
cent on the finer grades and 40 per cent. on the coarser grades.
In Toronto on Sept. 2 the Producers’ and Consumers’ League
of Ontario was formed with Mrs. A. M. Huestis as President with
a view to tabulating prices, obtaining information and organizing
protests; according to the Labour Gazette the living costs, averaged
over 29 foods in 60 cities, were $16.42 in August as against $16.84
in July and $16.92 in June.

There was, up to September, no such sweeping change as in
the United States, there were various increases and some spectacular
declines, as in sugar and potatoes, but price cutting was not
general and retail merchants—who still carried large stocks at
high prices—did not reduce them very readily ; they certainly
made the process of deflation much slower. Toward the end of
September, a change came and prices in flour and clothing, to the
consumer, began to greatly decline, mill feeds also dropped, while
wheat and all grains, cattle and sheep, went down; some restaurants
cut prices and silks and lumber were cheaper, while motor-cars,
led by the Ford Company, announced substantial reductions; in
. November the Dominion Textile Co. announced a reduction in
| price schedules averaging 30 per cent. and, for this month, the
Labour Department showed a continued -average reduction in the
family food budget from $15.83 in October to $15.32. By the

end of December, clothing had reached its lowest level in years and
| the Department of Labour’s Index number for all commodities
for December, 1920, was 290 as compared with 322 for December,
1919. In the United States, a chart compiled by the Liberty
{ National Bank of New York showed a decline in wholesale com-
modity prices of 34 per cent. in the past seven months. The de-
. cline of wholesale prices in Canada, according to official figures,
| was, between May and December, about 15 per cent. and as a whole
was chiefly noticeable in grains, fresh vegetables, breadstuffs, tea,



!
44 THE CANADIAN ANNUAL REVIEW "

coffee and sugar, and certain items in the textile group—cotton, =
silks, jutes, etc. -~ 1
During this year the Wholesale Grocers’ Association was
charged with having an arrangement or secret agreement with
certain manufacturers, and amongst its members, to fix and enhance
prices of commodities, provide for rebates and arrange a system of i
discrimination against outside wholesalers or retailers. Proceed- =
ings were instituted on Jan. 28 before the Board of Commerce,
upon complaint of the Attorney-General of Ontario, and the matter
was dealt with in March by the Board sitting at Hamilton and
Toronto with W. F. O’Connor and James Murdoch as Com-
missioners; A. W. Roebuck of Toronto represented the Attorney-
General in what he described as an enquiry and not a prosecution—
though he emphasized the charge of combination for control of prices.
The complaint involved charges in this respect against (1) certain i
retail grocers at Hamilton; (2) certain wholesalers grocers of the =
same place; (3) certain manufacturers variously located throughout .
Canada; (4) the Wholesale Grocers’ Association of Canada; (5) the ';
Wholesale Grocers’ Association of Ontario and (6) the members
of such Associations. _13'

Evidence of a rather varied character was given and on Mch. 23
Hugh Blain, President of the Association, testified vigorously that:
‘““T'he Association I represent is not a party to any combine; is not
a party to any price-fixing, and is not a party to any action or pro- g |
posal that operates, or is likely to operate, in restraint of trade.” =
The witness contended, strongly, that there was only one perfect
system of selling which embodied safety, economy and convenience,
and that was through the wholesale and retail trade: ‘‘All other =
methods are more or less abortive, furnishing only a partial service."’

|
|

|
|
|

Mr. Blain admitted that his Association had refused its privileges ;
to chain stores—presumably the United Farmers’ system—and
declared that chain stores and price-cutting demoralized legitimate ‘5
trade and, in the end, injured the consumer: ‘If their system were
carried out universally it would eliminate the wholesale trade and
the retail grocer from business altogether; and the moment you
eliminate the wholesale trade from business, you take down the =
umbrella that supports these chain stores and departmental stores
as well as the large retail stores—the wholesale grocer is the cheapest
possible channel through which goods could come to the public.”

The charge against the retail grocers failed of proof and was
withdrawn in the argument and dismissed by the Board in am
interim decision; the Commissioners also pointed out that combines
were not illegal unless it was proved to the satisfaction of the Board
that the agreement or arrangement operated to the detriment of
the public. Following the sittings, on June 22, a final decision was
given which (1) approved the testimony of many witnesses and th
claim of the Wholesale Grocers’ Association that the most economi=
cal mode of distributing the commodities usually sold by whblesalg :

|}

grocers was through the wholesale grocer, and that, apart from the
claimed unfairness of the practice of manufacturers in selling direct
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to the wholesaler’s actual or anticipated clientele, the reduction in
the gross sales of the wholesaler thereby caused an increase in the
wholesaler’s general operating costs and mnecessarily caused a
general enhancement of the wholesaler’s costs and his prices;
(2) stated that no evidence whatever was submitted before the
Board to prove that either Association in question had rejected the
application for membership of any person who, upon any solid
ground whatever, could be claimed as a bona fide wholesale
grocer; (3) declared that a manufacturer had, in law, the right to
determine upon such selling policy as seemed to him fit, to adhere
to that selling policy, and to refuse to sell to those who would not
give adherence to such selling policy; (4) stated, in the matter of
re-sales, that testimony was practically all one way and to the
effect that a resale, price-fixing arrangement, when the resale or
common price fixed was a fair one—one which did not yield an
unfair profit—enabled a larger sale and a steadier distribution and
thus reduced overhead costs and permitted sales to be made upon
a much closer margin of profit.

At the annual meeting of the Canadian Wholesale Grocers’
Association at Toronto on Aug. 26-7, there were 150 members
present with 20 representatives of allied manufacturing firms. Mr.
Blain, in his address, defended the wholesalers or middlemen
against the accusation that they were profiteers and responsible
for the high cost of living, and placed the onus for the high prices
upon the producer and manufacturer. He claimed that the dis-
tributor, instead of making more money by the higher prices, was
making a smaller profit than before the War. His organization
was a combination, not in restraint of trade, but in furtherance of
trade; he declared that during the enquiry of March not a particle
of evidence was produced to sustain such a charge. In conclusion,
he urged members to (1) make a quick turnover of their stock in
trade and (2) establish short terms of credit and collect accounts
promptly. Mr. Blain was re-elected President; later in the year,
he vigorously opposed increased Railway freight rates. On Oct.
6 Mr. Roebuck filed in Court at Toronto, on behalf of the Attorney-
General of Ontario, a claim in the action to break the alleged Groc-
ers’ combine; he declared that the defendants had illegally restricted
or eliminated competition, enhanced prices, obstructed trade,
interfered with the rights of citizens to engage in and carry on their
business and had increased the cost of living; he urged a dissolution
of such unlawful trade combination or agreement and an injunction
restraining the defendants from continuing to act in pursuance of
or in accordance with such unlawful trade combination or agree-
ment. The decision stood over until the next year.

Meanwhile, there had been a prolonged controversy in Toronto
over the effort of the Milk and Cream Producers’ Association to
increase the price of that commodity. It may be added that much
was said at the close of the year as to the difficulties of the retail
trade with, in many cases, stocks on hand bought at high prices.
A. W. Maybee, a high Western official of the Canadian Bank of
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Commerce, stated at Moose Jaw—interview in Toronto Financial
Post of June 19—that on their own statements, from 25 to 50 per
cent. of the total assets of the merchants in the three Provinces of
Alberta, Saskatchewan and Manitoba consisted of stagnant mer-
chandise and uncollectable accounts. Manufacturers and whole-
salers had, in most cases, and throughout Canada, marked down
their prices and taken their losses while cutting their stocks to
the limit.  But retailers had not done so as a whole and however
correct the above Western figures were, there was no doubt of
the problem and it was, undoubtedly, a factor in delaying deflation.

The Canadian Government found the financial

Financial situation a difficult one to deal with in 1920. It was
Policy of the no longer backed by the inspiring sentiment of a
Dominion great war and the support which such a condition
Government; eyokes from the public; its essential taxation of the
ls)“' Henry  neople was an unwelcome burden which became the
B;:lyt;“ ®  greater as deflation and depression worked their
o~ inevitable results; the national expenditure since
1910 had multiplied three times over and since 1914

(year ending Mch. 31) had increased on Consolidated Fund account,
and apart from capital and special war expenditure, from 163,174,-
394 to $178,284,313 in 1918, $232,731,283 in 1919 and $348,911,-
631 in 1920. Meanwhile, the net Public Debt had grown to very
large proportions—from $335,996,850 in 1914 or $41.61 per head
of the population, to $2,273,305,436 in 1920, or $252.00 per head.
The gross Debt in these years, respectively, was $544,391,360 in
1914 with active Assets estimated at $208,394,519 and $3,014,483,-
774 in 1920 with $1,078,537,461 of Assets. Put in the form of
outstanding obligations, payable at specific dates in Loondon or the
United States, the following table (November 1920) shows the
dates at which an indebtedness of $2,523,062,178 reached maturity :*

H

5 TN - ey

1921 $ 40,000,000 1937 $ 345,473,000
1922 194,867,100 1938 52,327,296
1923 194,881,800 1945 65,207,351
1924 105,289,550 1947 4,888,185
1925 43,310,600
1926, 25,000,000 e
1927 65,936,450 2,244,276,132
1928 2,000,000 Serial "
1929, 60,000,000 192025, [ hn sl . e 24,333,333
1931 79,398,700 1909-34 23,467,206 |
1933 483,081,250 1930-50 137,058,841
1934 481,741,850 1990-80::.... 4vussivz, v s A i SR 93,926,666
1935 873,000 ———
Total 2,523,052,178

i There was much discussion of the financial situation—more
in the country than in Parliament—and especially in respect to
the deficits of the year on Government-owned Railways. As to
,:caxgtlon, the Business Profits War Tax expired on Jan. 1, 1920 and
in its three years of operation had realized $66,747,000. The
Globe of Jan. 1st objected to its final abandonment; ‘‘Taxation
of profits is a settled policy in almost every country in the world

*Note.—Royal Bank of Canada—Monthly Letter for December, 1920.

g
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to-day. Moreover, the levy upon incomes, whether from direct
business profits, rentals, royalties, or investments, has reached a
point in Britain and other lands that would make many Canadians
squirm if applied here. But there is no evidence that it is prevent-
ing investments in business and industrial organizations.” Figures
given in the Commons* showed that $62,687,258, altogether, had
been raised under the Income War Tax Act and that in the calendar
year 1917, 8,962 farmers and, in 1918, 12,774 farmers had paid a
total of $957,980 under this Act. Others paying the Tax numbered,
in 1917, and 1918, 44,768 and 109,784. In the Commons on May
7 there was vigorous criticism of this Tax expressed by Dr. W. D.
Cowan (Cons.), Levi Thompson (Lib), and other Western members,
on the ground that the system was too cumbersome and com-
plicated, that it lacked facilities and convenient forms, that it
discriminated unfairly between individuals.

R. W. Breadner, Commissioner of Taxation, told the Con-
mittee of the House that both British and United States officials
had complimented his staff on the simplicity of the Canadian forms.
He added that, in 1917, 17 Senators and 30 members of the Com-
mons did not have a taxable income and cited cases where men
getting incomes of $100,000 were not taxable because of large
contributions to patriotic funds and Red Cross campaigns. There
was one case in 1918 where a man’s income was $30,000 and he
gave the whole sum to the Patriotic Fund. This year, about 1,000,-
000 persons would make returns; he stated there was not one report
of a million-dollar-income and only one of $500,000; the United
States had 141 of the former and 456 of the latter. In this con-
nection, it may be added, Sir Henry Drayton, in his ensuing
Budget speech, put the returns from the Income Tax for the fiscal
year of Mch. 31, 1920, at $20,000,000 and the Business Profits Tax
at $44,000,000. These two taxes realized, therefore, about $7.00
per head; in Great Britain, the combined Income and Business
Profits tax (Mch. 31, 1920) was 580 million pounds or about $60
per head. According to Mr. Chamberlain, British Chancellor
of the Exchequer, the direct taxation of four great nations in 1914
and 1919 or 1920 was a follows:

Country Year Ended Per Head
United Kingdom ............ Mch. 31, 1914....... £1110
Mchi331 19207 . < s 15 30

IEIRCE S 210 56 o Noraracaris d L onab ot Dec:. 31,1913, (#w . 0136
Dec. 31, 1919....... Vel )

T A A N A A R Jun., 30, 1914....... 0126
v Jun. 30, 1919....... 2 33
United States .............. Jun. 30, 1914....... 0 30
Juns, 30719195 000 0.0 580

. Tl?e Minister of Finance, Sir Henry L. Drayton, presented
his main estimates to the House on Mch. 22, totalling $537,149,-

. 428 for 1920-21 compared with $437,679,000 for 1919-20.  Accord-

| ing to a Return presented on Apr. 6, in reply to a question by Hon.

W. S. Fielding, the total revenue of Canada per head was estimated
*Note.—Sir H. Drayton, Minister of Finance, Mch. 4 and Mch. 14, 1921.
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for 1920 at $36.21, the total expenditure (capital and ordinary)
at $75.01, the Consolidated Fund or ordinary expenditure at $30.00
per head. ~‘The estimate showed an expected revenue of $325,000,-
000 and total expenditure of $675,000,000; the population was ¢
placed at 9,000,000. &
A Return tabled on Apr. 28 showed that the Government in =
the fiscal year 1919 received $7,421,001 interest and income on
total Assets of $1,102,104,692, and in the fiscal year 1920 received
$15,732,775 on $1,078,537,461 or more than twice the income on
smaller Assets. The Finance Minister presented his Budget on
May 18. After a brief reference to the war period, he reviewed =
the situation as follows: ‘“These conditions today are changed;
the War is won; expenses are great; the cost of Government oper-
ations as well as the carrying on of every business of every character
in the country, has increased enormously, and over and above this
the country, with other countries which took their part in the =
titanic struggle, is faced with a pyramid of debt. The duty to-day *
is not only to carry on the government of the country without any =
additions to the Debt, but on the other hand to promote measures =
which will reduce the nation’s obligations.. . . If anything like =
the same effort (as during the War) is made to overcome debts, and
by overcoming debts. to bring about a proper deflation of prices,
credits and circulation, the task will prove well within our powers.” =
Statistics were given as to the expansion of Canadian interests
during recent years—Trade from $548,139,881 in 1909 to $2,351,~ =
174,886 in 1920; Agricultural production from $663,349,190 in
1910 to $1,975,841,000 in 1919; industrial products from $1,165,-
975,639 in 1911 to $3,015,557,940 in 1917; Bank deposits from
$639,899,365 in 1908 to $1,841,478,895 in 1919; gross earnings Of§
Railways from $145,056,336 in 1909 to $382,976,901 in 1919. As
to the Public Debt, Sir Henry stated the gross or total figures at i
$3,014,483,774 on Mch. 31, 1920, with Assets of $1,078,537,461

Rl iy

: b
or a Net Debt of $1,935,946,312. The Assets he listed a follows: f;
Investments, etc., included in calculating Net Debt .
As of Mch. 31, 1920 b 4
Sinking Funds, $ 21,385930.72
Canadian Northern Railway Co. 140,223,373.89
Grand Trunk Pacific Railway Co. 95,345,469.12(
Grand Trunk Railway Co. 1,148,533.33
Joans to Banks. 101,065,725.00
Advances to Trust & Loan Cos. 3,850,000.00
Loans to Provinces (Housing) 11,740,000.00
Loans to Provinces (Farmers) . 3,500,000.00
Imperial Government. 171,710,168.19
Other Governments, 34,336,117.75
Miscellaneous Investments. 39,314,000.45
Miscellaneous & Banking Acc’ts 175,039,622.61
Cash 173,984,342.34
Specie Reserve. 103,597,849.90
Province Accounts 2,296,327.90
Total $ 1,078,537,461.27

Commenting on these figures, the Minister said: “It is
obvious that the advances to the Canadian Northern, Grand Trunk
Pacific and Grand Trunk Railway Companies cannot be treated
as active assets. They are not at the moment realizable; further,

no interest is being paid, and in some cases the principal as well as
-

-
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interest is overdue. As is well known, Canada is now the owner
of the Canadian Northern, receiver for the Grand Trunk Pacific,
and steps have been taken for the acquisition of the Grand Trunk.
Assets which are not readily convertible, as is the Special Reserve
and are not interest producing, are not such assets as ought to be
deducted from the gross Debt. They are inactive, they are items
of such a character as might well be placed in a suspense account.”
After a reference to other items which he thought should not be
included as active assets, the Minister deducted a total of $337,-
359,124.07 and placed the Net Debt at $2,273,305,436.  Atten-
tion was then drawn to the current inflation in the price of com-
modities, in currency and in credits. In the currency matter, Sir
Henry stated that the Dominion note circulation on Mch. 31, 1914,
was $117,795,718 and on the same date in 1920 was $311,932,791;
Bank note circulation at these dates was, respectively, $96,848,384
and $225,769,628—Iless Dominion notes held in Central Gold
Reserve of $3,500,000 in 1914 and $97,700,000 in 1920. The
gold held by the Government in 1914 was $96,161,366 and in 1920
$100,286,280 with $10,500,000 in Central Gold Reserve; the gold
held by the Banks was, respectively, $45,661,913 and $79,990,826
The Minister was able, therefore, to state with some pride, that:

Under all the circumstances, bearing in mind that Canada before the War
had to borrow abroad to finance her own requirements, bearing in mind that
during the War and since the Armistice she has not only financed herself but has
also extended credits to other nations, the situation of the country’s currency is
very remarkably good. The percentage of the Gold reserves to the Dominion
and Bank note circulation is 43 per cent. ‘The percentage of gold to the total
circulation of Great Britain, based on 1919 figures, is 26 per cent. and of the
United States approximately 55 per cent. The circulation, large as it is, is all
required. In view of to-day’s conditions the world over on a greatly increased
wage scale, much more circulation is now required for this purpose. The increased
prices of commodities mean that more money must be kept in the tens of thou-
sands of shop-tills all over the country. The constantly increasing demands
on the Mint tell their own story. In 1914, 11,770,108 pieces of coinage were
turned out; in 1919, 35,986,003 pieces.

With deflation in prices and credits would come a lessened
circulation: ‘It is impossible by any direct Government action
to bring about deflation either in circulation or in credits without
great danger of economic disaster. Inflation can only safely be
cured in this as in other countries, by the Governments stopping
further loans, and by all governmental institutions, including
municipalities and indeed every individual, reducing expenditure

. and by an increased production in all our forms of productive

industry.” ‘The Minister estimated the Revenue for the year of
Mech. 31 at $388,000,000—the largest on record and $255,000,000

. greater than in the first year of war; the chief sources of the revenue

were Customs $169,000,000; Excise $43,000,000; Post Office $22,-

" 000,000; Business Profits and Income Taxes $64,000,000, and other
| war taxation $17,000,000. The expenditures, under Consolidated

Fund account, were estimated at $349,000,000 including $108,500,-
| 000 interest on Public Debt, $26,000,000 for Pensions and $49,000,-

| 000 for Soliders’ re-establishment. The expected Surplus was,

3
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therefore, $39,000,000 and capital outlays were placed at $187,856,-
991; up to Mch. 31, 1920, the total War expenditure was $1,674,-
000,000—apart from Pensions, Soldiers’ re-establishment, Land =
Settlement and interest on War debt. The tabled estimates for
1920-21 included $50,000,000 for Soldiers’ Land Settlement loans,
$48,600,000 of loans to Canadian Northern Railway Co., $17,000,- i
000 for Railway Equipment purposes, and $13,300,000 for Provin- 1
cial loans re Housing purposes with $20,000,000 for the continued ;
ship-building programme. As finally included in the Public =
Accounts, the Receipts on Consolidated Fund for the year were
$349,746,334, and the ordinary Expenditures $303,843,929, the
Surplus $45,902,404 and the Capital expenditures $69,301,877 of =
which Railways and Canals took $30,432,194 and Public Works =
$38,869,683. The discrepancy between the Minister’s estimated
Revenue of $388,000,000 and the actual Receipts of $349,000,000
was due to the inclusion in the Estimate of about $40,000,000 of
Government railway accounts which were afterwards adjusted by =
Parliament so as to apply direct, as Railway credits, in a separate
Railway account.

The taxation question was discussed at length, and certain new
taxes were dealt with. The Minister, in presenting what were
variously termed Excise, Luxury and Sales taxes—introduced them
as amendments to the Special War Revenue Act, 1915, and pro-
vided that certain taxes should be “‘imposed, levied and collected
on the total purchase price of the articles specified and on articles =
of clothing the said tax may be imposed upon the combined selling =
price of materials and cost of manufacture when sold separately.”
As the Minister put it: ‘“Extravagant buying should stop. With
this end in view, as well as for necessary revenue, it is proposed to
levy on certain specified articles excise taxes which are to be pai
by the purchaser to the vendor at the time of sale for consumption
or use, or on importation for consumption or use.” Upon certain
articles of wearing apparel such as boots and shoes, in-excess of
$9 a pair, men’s and boys’ suits in excess of $45, fur coats and robe
in excess of $100 each, women’s dresses in excess of $45 each, women’
suits in excess of $60 each, men’s and women'’s overcoats in exce
of $50 each, hats, hose, neckwear, shirts, purses, and gloves bought™
above specified prices, and fans and opera cloaks, it was proposed t¢
levy a tax of 10 per cent. of the total purchase price.

The same rate of tax was to apply to trunks in excess of $
each, valises, suitcases, etc., in excess of $25 each; so with ivo
handled cutlery, cut glassware, velvet and silk fabrics, lace, ril
bons, silk embroideries, and sporting goods. Under the terms ¢
the French Treaty silks, velvets, lace, and silk embroideries had i
recent years been given a preferential treatment. Under new ¢
ditions, however, the operation of this Treaty was to cease on t
19th of June, 1920, and thereafter, subject to action when the tari
was revised, these articles would carry rates of from 30 to 35
cent. instead of the rates ranging from 20 to 27 1-2 per cent.
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addition to this, such luxuries were to be subject to the Excise Tax
of 10 per cent. on their purchase price. A similar tax of 10 per
cent. of the total purchase price waslevied upon such articles as cigar
and cigarette holders and pipes in excess of $2.50 each, humidors
and other equipment for smokers, hunting, shooting and riding
garments, fancy pocket knives, gold, silver, ebony and ivory
toilet-ware, articles of silver adapted for household or office use,
jewellery, fur-wearing apparel (except as provided elsewhere),
liveries, oriental rugs, expensive carpets and curtains and chande-
liers.

An Excise tax of 10 per cent. was to be payable at the time of
sale by the Canadian manufacturer or when imported on boats,
yachts, canoes, and motor boats (when used for commercial pur-
poses refund of tax was provided for) on shells or cartridges, pianos,
organs, musical instruments, and plated ware adapted for house-
hold use. A like tax of 20 per cent was imposed upon mechanical
player pianos, gramaphones and mechanical musical instruments
and records used therewith. Articles of gold adapted for household
or office use were taxed, similarly, to 50 per cent. of the selling
prices. A specific tax on playing cards was provided for. On all
cards selling at wholesale rates not over $25 per gross packs, the
tax was 25 cents a pack and in excess of $25, 50 cents a pack.
The Minister stated that a large revenue was received during the
past year from taxation on motors which totalled $12,962,365—of
this amount $6,378,171 was from Customs duties and $6,584,194
from Excise: ‘It has been determined to increase the Excise tax,
which is chargeable both on Canadian and imported cars, from 10
to 15 per cent. It is also proposed to increase the duties on beer,
wine and spirits—an increase in the duties on beer of 30 cents a
gallon; on non-sparkling wines, 30 cents a gallon; on spirits $2.00
a gallon, and on sparkling wines $3.00 a gallon. These are in excess
of the present duties, both customs and excise.”’

There was to be a Sales Tax of onie per cent. on the sales of all
manufacturers, wholesale dealers, jobbers and importers with how-
ever, a wide list of exceptions in food products, fish and coal; a
continuation of the Stamp taxes with an increased rate on bills of
exchange and promissory notes and a tax of two cents for each share
| of stock transferred; the Tax on moving picture films was removed
as being a hardship on small movie theatres; the Business Profits
Tax was continued but, with a view to enabling firms to put aside
more of their profits in reserve or plant extensions and to put their
| business in a better position to meet the deflation period, the
current exemption of profits was increased from 7 to 10 per cent.
The War Customs duty of 7 1-2 per cent. was entirely repealed, the
| Business Profits Tax was discontinued and the Income Tax was
i left at the increased rate of the previous year which would operate
{iin 1920 for the first time and bring the total up to United States
| rates; so with the Corporation Tax which had been raised from 6
ito 10 per cent. The Income Tax, therefore, stood as follows:
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ncome of.... 5,000....from.............. $ . M0 to...l.l $ 120...an Increase of..........
On I o0 ‘_'s 10,000....from 392....to. 590.... i« e
20,000....from. 1,382....to. 1,990.... 74
30,000... from 2,702....to. 3,890.... o
e 50,000....from 5,782....to 9,190.... i
v.. 100,000....from 17,607....to 31,190.... o
.. 200,000....from 50,957....to. 93,190.... i f
<. 500,000....from 195,407....to 303,190.... Y .. 107,783
....1,000,000... from............... 499,157....to.....ccuueu.d 663,190... B L (Nt 164,033

After a reference to the pending Tariff investigation, the-
Minister gave place to Hon. W. S. Fielding, who spoke for the Lib- -
erals and as an old-time Finance Minister. He claimed that the
money invested in War Loans had been taken from the channels
of active commercial and insdustrial life, that this withdrawal was
just beginning to be felt, and presented this general conclusion: “It
was a great thing to be able to get our capital in Canada when you
had to get it. It was a great thing to get money in Canada when i
the money markets of London and New York were closed against
us. It was a great thing that in a condition of emergency we could
get the money but it is just as well to remember that Canada isa
comparatively young and a comparatively undeveloped country.
Canada is a country which will need capital and therefore it is
exceedingly desirable that the Government should gradually get
its finances into a condition which will enable it to go, when new
loans are needed, to the money markets of the world.” Mr.
Fielding also emphasized the seriousness of the financial situation—
especially of the $47,000,000 Government Railway deficit; he did
not, upon the whole, find much fault with the Minister’s policy or
presentation of the national position; he deprecated the extreme
Free trade views of certain elements in the House, denounced ex-
treme Protectionism and defended the Bounty system in phases.i
of its application; he concluded by a Budget amendment and
Resolution declaring that ‘‘substantial reductions’ should be made
in the burdens of Customs taxation.

This first Budget of a new Minister was for some time th
most discussed subject in Canada. In the main, it was not
partisan controversy; the elimination of Tariff changes made thi
immunity possible; there were, however, all kinds of opinions an
enquiries as to the new taxes and their individual application. Si
John Willison (May 19) described the new Income and Excise ta
ation as “very much heavier than that of the United States” a
deprecated the paying of the Sales Tax, in the first instance, b
the manufacturer or importer; E. M Trowern, Secretary of th
Retail Merchants’ Association of Canada, declared (22nd May
that most of the suggestions recently made by his Associati
had been disregarded and that the Government appeared to ha
not received the matured opinions of the various trades; the M
and Empire (June 8) while approving the Sales Tax, so far as
went, thought something more drastic than the imposition
a sales’ tax should be used for the elimination of the exploiti
speculator. There were, of course, hostile opinions express
Mrs. Nellie L. McClung, noted as a novelist and Prohibitioni
told the Edmonton Albertan that the new taxes would bear heav:
on the salaried and professional people, who were now burdened
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the limit: “To them they willmean a further lowering of the stand-
ards of living, and they become more than ever the new poor. I
would have liked to see the Government make drastic reductions
in the tariff.”

R. B. Maxwell of Winnipeg, President of the G. W. V. A,,
claimed that these taxes would vitally affect the poorer classes:
“Parliament now requires that those who served in the War shall
share in the payment of the major portion of the war-debt despite
the fact that war-accumulated wealth remains practically un-
molested.” The Sales Tax was especially critized and strongly
defended. For it was the argument that everyone who sold any-
thing would have to pay; that it gave the Government a tangible
basis—the unceasing ever-present expenditures of a people; that
its collection was simple and automatic, its incidence fair and wide;
that its operation had proved successful in France and the Phillip-
pines and that it was eminently productive. An interesting outside
opinion was expressed (May 26) by the New York Sun-Hearld
which declared that: ‘“The Canadian Government’s courageous
and determined measures to make the 1920-21 Budget balance,
merit commendation by all and emulation by other Governments."’
Many suggestions as to details were made in the press, in the House,
and by deputation.

The Minister held himself open upon various points and on
May 31 heard a deputation of 200 representatives of the Retail
Association. They stated that 200,000 retail merchants operated
in Canada and constituted by far its largest commercial class; in
an elaborate Memorial they objected to any tax on sales and to
any system of placing stamps upon articles sold; they criticized
the Income Tax, expressed ‘‘surprise and regret beyond measure’’that
only $20,000,000 was being collected and declared that a great
many people must be evading it; the Sales Tax was described as
“an ill-advised, poorly-conceived and poorly-devised measure
and one that will be resented by every sound-thinking commercial
man in Canada.” As an alternative, they suggested that the tax
be applied at the source of supply, which would be the factory or
the importers’ warehouse. By this method, the merchants claimed
there would be less confusion and less chance of dishonesty; that
it would be paid more willingly than under the present plan and
would cost infinitely less to collect. In his reply, Sir Henry Dray-
ton asked for detailed suggestions: ‘‘We want to get the money,
and we are going to get it. We also want to check extravagance
1! and reduce the high cost of living, and we have got to hurt our-

| selves to do it.” He predicted that an era of lower prices was
coming and added: ‘‘We are not going on borrowing money; we
are going to live within our means.” A Deputation on behalf of
the Hospitals protested to the Minister, on May 26, against the
taxation of alcohol and proprietary medicines. It would mean,
| they said, curtailment in the treatment of patients owing to the
| enormous increase in the cost of tinctures and of all liquid medicines
. which contained spirits. The Superintendent of the Royal Victoria
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Hospital stated that the tax would mean from $15,000 to $18,000
increase in the expenditure of that institution and so, they asserted,
with other places; Henry Miles, m.L.A., told the Minister that
liquid medicines were taxed four times over. There was a $2.00
tax on the spirit content or tincture used, 30 per cent. tax on the
trade price, one per cent. each time the article was turned over by
the manufacurer or jobber, and 4 per cent. on the retail value.

Meanwhile, in the Commons, the Budget debate had carried
on until June 2nd with the usual succession of speeches covering
every phase of current political controversy and with many and
varied Tariff or fiscal arguments; the Banks were attacked and
defended, the Wheat Board and Board of Commerce denounced and
approved, the new Taxes criticized and eulogized, the Railways and
railway situation discussed, Agriculture and the Farmers dealt
with, Manufacturers and the Tariff debated. On May 20th, D. D.
McKenzie (Lib.), criticized the Finance Minister for not dividing
his Revenue statement into ordinary and extraordinary or, in
other words, deducting from the $388,000,000 estimate the war-
taxation returns such as the 7 1-2 per cent. extra war-tax, the
Business Profits and Income tax, etc.; with these deductions he
obtained a deficit of $79,000,000 and then, by adding capital and all
other expenditures together, he made a total expenditure of $886,
741,110 against a total revenue of $388,000,000 or a total deficit
of $498,000,000. Dr. Michael Clark (Liberal and Free trader)
contended, on the 25th, that Excise tax was not a proper name,
that if, as expected, $100,000,000 was really raised by these new
taxes and they were defensible on other gounds, they should have
been imposed at the beginning of the War with $600,000,000 as a
consequent tangible reduction of the Debt; that these new taxes,
however, really constituted an internal tariff and as such were
injurious to the people as a whole; that they would lessen business,
diminish prosperity, trade and accumulation of wealth in the
country; that they were crude, complex and difficult to collect.
Jean J. Denis (Lib.) quoted the Budget figures of 1916-20 to prove
tha}t l‘;he surplus claimed by Government was steadily diminishing
as follows:

Expenditure Surplus Revenue
Year Revenue Ordinary over ordinary
Account Expenses

$170,000,000 $ 93,500,000 $76,500,000

232,000,000 145,000,000 87,000,000

258,000,000 173,000,000 85,000,000

310,000,000 240,000,000 70,000,000

388,000,000 349,000,000 39,000,000

Speeches in this debate were made by about 75 members in-
cluding Hon. T. A. Crerar on May 31 and Hon. Mackenzie King
and Hon. N. W. Rowell on June 1; this latter date saw the defeat

of Mr. Fielding’s motion by 124 to 94; H. O. Wright of Battleford,

Sask., and J. A. Campbell of Nelson, Man., were two Unionists
who supported the motion, while W. A. Buchanan of Lethbridge

o
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opposed the Budget proposals and supported the amendment but
paired in the division. On June 9 the Minister of Finance announed 3
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a series of proposed changes and amendments for consideration
and discussion: (1) Boots and essential articles of clothing to
be taxed 15 per cent. on the excess, instead of 10 per cent. on the
total selling price; (2) expensive furniture, walking sticks and
expensive china to be subject to Luxury Tax; (3) exemption limit
increased on furs, coats, caps, muffs, neckpieces, robes and guns;
(4) modifications in the Tax on sporting goods, velvets, velveteens,
lace and braid, ribbons and carpets.

On June 12 Hon. T. A. Crerar moved an amendment which
embodied, very largely, the contention of the retailers and declared
that such taxes “shall be paid by the manufacturer or wholesaler
at the time of sale or on importations at the time of importation, in
addition to duties of customs already imposed.” It was defeated
in a small House by 39 to 25. On June 15 a further list of changes
was announecd and the Minister stated that his object was to
exempt fuels and foodstuffs altogether; the proposals were passed
in the main, though there were many minor amendments; the
general principle in the Sales Tax of one per cent. was approved,
but with a tax of two per cent. on sales made direct to retailer or
consumer by the manufacturer, or on direct importations.

Many enquiries were made in following weeks as to exemptions
and general application of the Taxes and on May 20 the Wholesale
Grocers’ Association were told that canned goods, dried fruit,
vegetables and rice would come under the one per cent. tax. The
final Resolutions were passed by the House on June 17 and the
Bill a little later; the changes were so many and varied that it was
almost a new series of taxes except that the general principles
were unaltered; as finally sifted down and regulated, the legislation
was divided into a Luxury or Excise Tax and a Sales Tax. The
first was collected by the vendor, a voucher was issued with stamp
affixed according to value and the customer was supposed to use a
perforator cancelling the stamp; the second was collectible at the
time of sale by manufacturers, wholesalers or jobbers on import-
ation and was to be forwarded to the Collector of the division by
the last-day of each month. Sales by manufacturers direct to
retailers or consumers were subject to a tax of 2 per cent., and to
wholesalers or jobbers, or by wholesalers or jobbers, to a tax of 1
per cent. Importations by manufacturers, wholesalers or jobbers
were subject to the Sales Tax of 1 per cent., except when for their
own use, in which case the Tax was to be 2 per cent. Importations
by retailers or consumers were subject to a tax of 2 per cent. In
September Sir Henry Drayton visited the West and at Vancouver
on the 20th addressed an important banquet of the local Board of
Trade with President W. J. Blake Wilson in the chair and a notable
speech by the Provincial Attorney-General, Hon. J. W. de B.
Farris. At Edmonton on Oct. 6, the Minister pointed out that
Canadians in the past year, man, woman and child, spent $104
per head in theUnited States. The total expenditure in the United
States of depreciated Canadian dollars during 1919 was $802,000,000.
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Meanwhile, the so-called Luxury taxes were put under the
new system of collection from Nov. 1 and every merchant was
supplied with a special machine for cancelling the stamps by per-
foration, and charged a nominal license fee of $2. On Dec. 20,
it was suddenly announced that the Minister of Finance and the
Government had decided to abolish these taxes and that it had been
done by Order-in-Council, on the 18th, to come into immediate
operation. Many important industries were at this time com-
pletely shut down, while others had laid off large numbers of
employees because of lack of orders, and it was thought that this sit-
uation was intensified by the idea, generally held, that this method of
taxation was intended to be of a temporary character and must,
sooner or later, be abolished. Sir Henry Drayton, Minister of
Finance, was stated to have reached the conclusion that the pur-
pose for which the taxes were imposed, namely, that of curtailing
extravagance, reducing prices and causing people to reflect upon
conditions and prices, had been well attained. The semi-official
explanation at Ottawa was as follows: ‘‘Abolition applies to all
the Luxury taxes adopted seven months before except those on
spirituous and alcoholic liquors, medicated wines, patent and
proprietory preparations containing alcohol, lime and fruit juices,
fortified spirits and strong waters, perfumery and toilet prepar-
ations, playing cards and confectionery. All other Luxury taxes
are abolished whether paid by merchants, manufacturers or im-
porters. The Sales Tax remains in full force and effect.”

The action of the Banks of Canada in 1920, as
Banksand  during the years of war, was one of carefully organized
Banking in policy upon all National issues of a financial nature
1920‘1“21‘;,' and upon all important matters associated with the
?:cz::hes:l- period of reconstruction and deflation. In such war
lnititution& matters as advances to Great Britain, loans to the
Canadian or British Government and the purchase
of Victory bonds, they had acted together in close touch with the
Government; in later questions, especially affecting the year under
review such as currency conditions and restriction of credit, the
same policy prevailed so far as consultation between the heads of
the institutions was concerned; the medium for such arrangements
and action was the Canadian Bankers’ Association. ‘This body
of 22 men, presided over latterly by Edson L. Pease and then by
Clarence A. Bogert, General Manager of the Dominion Bank,
controlled assets of over $3,000,000,000 and deposits of nearly
$2,000,000,000.

The records of the vital years following 1914 indicated that,
upon the whole, this responsibility was ably and patriotically borne;
they showed a continued and cautious influence in the launch-
ing of Government loans, in provision of facilities and aid for the
sale of Government bonds, in the purchase of these National obli-
gations at certain stages of national effort; the years 1918-19-20
proved the value of this Association and the united policy of the

—_—
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Banks in the absence of hasty action and financial panic during a
critical period, in co-ordination of Banking policy and practice,
in the checking of speculation and curtailment of credit when it
became necessary to the general stabilization of financial conditions.
Depression in Canada had not, for many years, meant a financial
crisis or collapse and even the shock of war did not create a panic,
or stir up popular distrust, or turn the organized Banks from their
steadying influence upon that financial lever which so greatly
helps or hampers the progress of commerce and industry and pro-
duction.

The Bankers’ Association had, in 1920, Sir F. Williams-Taylor,
H. A. Richardson, Sir John Aird, and C. E. Neill, as Vice-Presidents;
its Secretary-Treasurer was Henry T. Ross, and General Counsel
A. J. Brown, K. c.; it published a valuable and well-edited Journal
of monthly character, in charge of a Committee made up of H. V.
F. Jones, C. H. Fasson and J. P. Bell. Under the Bank Act, it had
specific duties of great importance which included supervision of
the making and circulation of Bank notes and destruction of can-
celled notes, with a yearly inspection of the accounts of individual
Banks to see that the law was complied with; co-operation with the
Dominion Finance Department in management of the Central
Gold Reserve and, in the rare event of a bank suspending payment,
appointment of a Curator to administer its affairs; establishment
and operation of Clearing-houses in the chief financial centres of
Canada—mnumbering 26 in 1920—which constituted a sort of co-
operative organization for prompt settlement of all claims between
banks and transmission of banking paper, notes, cheques, etc., to
their proper destinations.

The Association had been organized in 1895 and incorporated in
1900; it had at this time two Sections—the Western with headquart-
ers at Winnipeg, and the Pacific with headquarters at Vancouver; its
central offices in 1920 were at Toronto. When asked by The
Grain Growers’ Guide of Mch. 10 in this year if the Association
fixed the rates at which loans were made by the Banks, H. T. Ross,
the Secretary, replied in the negative and stated that each Bank
was entirely free to set its own rates and to make loans and secure
deposits in the fullest and freest competition with the other 17
similar institutions. At the annual meeting of the Association
on Nov. 11, 1920, Sir H. V. Meredith, Bart., of Montreal, was
added to the list of Hon. Presidents, and Mr. Bogert was re-elected
President. 1In his address, the latter compared the note circulation
of Great Britain, the United States and Canada, and stated that
; petween Dec. 31, 1918, and the end of August, 1920, Canada’s note
issue had decreased by nearly $2,000,000 while in the same period,
notes outstanding in Great Britain had increased by $150,000,000
| and in the United States by $250,000,000. He also stated that
| arrangements had recently been completed whereby Great Britain
| would repay its debt of $150,000,000. to the Canadian Banksin
| monthly installments, until the money was all repaid by April, 1922.
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The conditions facing the Banks in 1919 and early in 1920 were
very similar; in the former year, and up to about March of the
latter, business in a somewhat artificial way was extremely pros-
perous and expansive in its demands and requirements ; industries
and factories were crowded with work though frequently handi-
capped by lack of men, and orders came without being sought for;
retailers were often unable to get enough supplies or to be sure of
deliveries. Under such conditions the assets of the Banks had
expanded from $2,783,000,000 on Jan. 1, 1919, to $3,100,000,000
on Dec. 31. The business had to be taken care of though all
Banks and far-seeing customers, alike, knew that the condition was
a passing one, a part of the war inflation with the end coming
nearer and nearer though not exactly in sight.

Then, in the third month of 1920, came preliminary declines
in prices and signs of change which were clear to those connected
with finance; cereals dropped steadily in value, cotton, wool, rubber
and hides followed and by June, the general decline was well under
way-—more marked in the United States than in Canada. Contrac-
tion in credits naturally followed, though restrained for a time by
the need for moving the crops; concurrently, however, speculation
was for a period rampant, some commodities advanced in price
while others dropped, and the issue was thus obscured in the public
mind. There were continually greater importations of raw mater-
ials and luxuries and, until the later months of the year, an actual
increase in manufacturing production. Gradually, as credit
contraction continued, Bank loans and discounts in Canada
decreased and, in December, current deposits, also, though cur-
iously enough, savings deposits increased right up to the end of the
year:

Month Current Loans and Deposits in Canada
of 1920 Discounts in Canada Demand Savings
E 1,226,962,963 621,408,024 1,163,297,037

1,257,015,902 620,069,555 1 187,027,307
1,322,267,030 657,412,028 1,197,719,570
1,347,238,230 652,918,760 1,209,573,990
1,349,079,981 645,957,229 1,229,073,515
1,365,151,083 659,622,583 1,243,700,977
1,377,276,853 639,415,025 1,253,170,443
1,385,470,153 640,361,707 1,261,647,732
1,417,520,756 677,286,905 1,270,194,097
1,405,401,227 687,651,781 1,271,275,751
1,357,973.118 686,754,094 1,292,009,
1,301,804,342 657,496,742 1,293,007,488

In respect to deposits which increased so steadily during
much of the year Sir Henry Drayton, Minister of Finance, in his
Budget speech of May 18, pointed out that the ratio of increase
was very similar to that of other countries and was an inevitable
accompaniment of inflated currency and credits: “Our total
deposits on 31st March, 1914, amounted to $991,734,246, and on
the 31st March, 1920, amounted.to $1,855,131,598, an increase
of 87 per cent. In England, according to Rt. Hon. Mr. McKenna,
Bank deposits increased 115 per cent. from 1914 to 1919, while in
the United States an increase of 80 per cent. in total deposits occur-
red between 1914 and 1919.” The decline in loans commenced

1 |
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in the very month when the greatest demand of the year—the
moving of the Western crops—had eased up and it continued in
steadily-growing ratio into the new year.

Meanwhile, the Banks had been holding their own fairly well
as to gold reserves—especially in comparison with the United States
and its huge addition of $1,000,000,000 to its national stock of
gold between 1914 and 1920. On Dec. 31, 1914, the Dominion
Government, the Canadian Banks and the Central Gold Reserve
held $156,300,000 in gold, on Dec. 31, 1918, they held $203,700,000,
and on Aug. 31, 1920, $186,000,000; at these specific dates the
notes of Government and Barks in circulation totalled, respectively,
$263,200,000, $429,500,000 and $427,800,000 or, roughly, a per-
centage in gold to notes of 59 per cent., 47 per cent., and 43 per cent.,
respectively. The proportion in the United States of gold to notes
at these dates was, respectively, 66 per cent., 64 per cent., and
53 per cent. The general expansion of Banking business before
and after the War, may be seen from the fact that 22 Can-
adian centres had, in 1913, Bank clearings of $9,200,163,181; that
27 such centres in 1918 had a total of $13,776,332,726 and in 1919
$16,701,279,382; that 28 cities in 1920 had clearings of $20,283,-
556,305. The actual progress before and after the War may be
seen at a glance from the following table of conditions as at Dec.
31, in each year:

Chartered Banks 1910 1913 1918 1919 1920

Capital Paid up..........$ 99,676,093 $ 114 809 297 §$ 109,492,397 § 119,199,441 $ 128,066,769
Reserve Fund...... .. 83,965,869 112,118,016 111,015,825 124,712,670 133,048,505
Notes in Circulation.... 187,694,840 108,646,425 224,501,117 232,486,734 228,758,587
Deposits, Total. ... 926,390,749 1,141,780,610 2,146,036,972 1,360,781,302 2,445,264,999
Loans, Total ... ... 880,857,520 1,108,425,538 1,477,810,037 1,736,536,375 1,887,641,678
Total Assets.................. 1,229,790,859 1,551,263,432 2,689,835,181 2,967,373,675 3,056,979,489

The Bankers and the Country. During the year bankers
were consistent in public and private in warning the people that a

. change was impending and then, in part, as to its character. Ad-

dressing the annual meeting of the Dominion Bank on Jan. 28,
Sir Edmund Osler the President, declared that the future should
cause anxiety despite current conditions of prosperity. He esti-
mated that from 50 to 75 millions of dollars lent by Great Britain
to Canadian Mortgage and Loan Companies would, under current
conditions of exchange, be recalled and no further present invest-
ments from that source be possible. J. L. Clarke, Manager of
the Rural Department of the Merchants’ Bank of Canada, told
the Regina Leader on Mch. 31 that D. C. Macarow, the General
Manager, had recently issued a warning against any free exten-

| sion of credits as money would tighten up within a short time;the
. Bank, Mr. Clarke added, would continue to make advances to its
| farmer customers for ordinary farm needs, but would advise

against the undertaking of any large programmes of business
extension. In April, several large Banks raised the rate on call

| loans, with a view to checking speculation and Bank officials were
inclined to forsee a general increase of rates by the autumn.

At Toronto on May 26, Peleg Howland, President of the

' Imperial Bank of Canada, pointed to the increasing Government
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and railway expenditures, expanding lumber interests and industries
and rising wages and declared that, “sooner or later, we must have
a reaction’”’. Mr. Macarow, in addressing the Merchants’ Bank
shareholders on June 2, stated the Bank policy of the moment:
“Legitimate productive enterprises are being fostered and en-
couraged fairly, while at the same time a firmly restraining hand
is held upon unproductive, non-essential and speculative under-
takings.” The process of deflation was hardly yet in action though
there was a clear trend in that direction. In an address at Ed-
monton on June 4, H. B. Mackenzie, Assistant General Manager,
Bank of Montreal, declared that : ‘‘Bankers in the United States
and Canada have now adopted a uniform policy of putting a stop
to the further expansion of credits and confining advances to the
actual requirements of the business of the borrower. Those
desirous of still further extending their business on borrowed money
now meet with no encouragement. This policy is believed to be
not only in the best interest of the borrower and lender, but also
necessary from a national standpoint as a first step in the return
to more stable business conditions.”

In August money tightened greatly and credits were restricted,
but, as in the next three months there would be enormous demands
to handle crops, dairy, meat and other products, there was nothing
exceptional in this condition. By November, when deflation was
in full swing, C. A. Bogert, of the Dominion Bank, declared, on
the 11th of that month, that many commercial re-adjustments
would have to be made, and, that those engaged in lines of business
holding merchandise which was depreciating in value with falling
prices, would have to draw on their reserves; merchants in some
lines of business would have to take losses. By this time the Banks
were everywhere restricting credits to the wholesale trade and the
manufacturing interests; stocks in hand were being depleted, prices
lowered and production lessened; the retailers, however, were still
the crux of the situation and where they required credits they were,
in most cases, carried by the wholesalers and manufacturers and |
not directly by the banks. The result was that they still, in the .'
main, held their stocks at a high range of prices and showed no ‘
inclination to accept a loss or to, as yet, meet the inevitable issue |
of the future. On Dec. 6, Sir Vincent Meredith, President of the }
Bank of Montreal reviewed the situation and told his shareholders z

|
|

that, despite world conditions and reaction, ‘‘Canada is well
buttressed on many sides, and the exercise of prudence and sagacity
should enable her to meet the shock of falling prices, restricted
credits and deflated currency, without serious impairment of her
commercial and financial vitality.”

Meantime, there were specific banking conditions which must
be recorded. The Bank of Montreal increased its capitilization
during the year by $2,000,000. the Royal Bank of Canada by |
$3,400,000, the Merchants’ Bank of Canada by $2,100,000, La |
Provinciale by $1,000,000, and the Bank of Hamilton by $1,000,000. |
At the beginning of the year (Jan. 31), the three great Banks
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stood in order of Assets as follows: Bank of Montreal, $529,946,-
205; the Royal at $508,052,959, and the Commerce at $451,129,-
172. On May 31, the order was as follows and so remained to the
close of the year: Royal $582,749,156; Montreal $559,355,640;
Commerce $442,109,255. There was, during the year, a tendency
to lower selling values in Bank stocks—though the actual yield
was higher—and between the closing price of 1919 and that of Oct.
2, 1920, according to Toronto Globe quotations, the figures of change
ran as follows: Commerce 196 to 174; Dominion 203 to 196;
Hamilton 191 to 177; Montreal 208 to 192; Nova Scotia 270 to 245;
Royal 214 to 204; Merchants, 190 to 176; Imperial 196 to 190. The
taxation of the Banks remained about the same and between 1915
and 1919 stood at $1,032,334 and $1,150,898 respectively, with a
total for the whole period of $5,523,142. Their Profits during the
the varying Bank years of 1919 and 1920 were as follows:

1920 Profits 1919 1920
$4,253,649 i v $1,247,516 $1,379,318
4,033,995 L 1,686,156
932,256 567,372
649,739 1,925,478
3,306,243 333,882
Molsons.. 8,802 822,718 ‘Toronto.... 1,017,371
Dominion 1,086,498 1,169,703 Standard .. 697,443 776,310
Hamilton.. .. .. 571,226 847,104 Sterling..... .. 213,632 251,346
Home........... 238,753 268,894 Weyburn.. & 74,343 62,220

The branches of Canadian Banks on Nov. 1lst, 1914, numbered
3,225 and, despite the care as to expansion during the War period,
rose to 4,442 in November, 1919; in November, 1920, they numbered
4,856. The 18 Banks of Canada were thus able to keep in touch
with every national interest and every section of the country; at
critical periods they had the immense advantage of being able to
feel the pulse of the whole people, to know the exact condition of
public affairs and of commercial, industrial and other interests.
One natural result of this was the undoubted national value of the
Addresses given by Bank Presidents and general managers at their
annual meetings when they reviewed the Canadian situation with
such accuracy and certainty®. By Provinces these branches, at
the close of 1920, numbered 1,531 in Ontario; 1,125 in Quebec; 329
in the Maritimes; 339 in Manitoba; 431 in Alberta; 597 in Saskatch-
ewan; 241 in British Columbia and the Yukon. During 1920 the
Dominion Bank opened 20 branches and closed 2; the Royal opened
93 and closed 7; the Toronto opened 3 and closed 2; the Montreal
opened 17 and closed 3; the Molsons opened 10 and closed none;
the Hamilton opened 12 and closed one; the Sterling opened 14 and
closed none; La Banque Nationale opened 3 branches and 25 agencies
and closed 2, while several agencies were transformed into branches;
the Imperial opened 24 and closed 2; the Commerce opened 33
and closed 5; La Banque d’Hochelga opened 22 and closed none;
the Home opened 10 and closed one; the Merchants’ opened 18
branches and 18 sub-branches and closed 2 of the former and 7 of

g *Note.—For full reports as to the Montreal, Commerce, Royal, Merchants’ and Dominion
in this year, see the Supplement to this volume.
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the latter; La Banque Provinciale opened 5 branches and 27 sub-
agencies and closed one of the latter but no branches.

Banking incidents of the year included an important change
in the relations of the Canadian Bank of Commerce with the West
through its appointment of a special Superintendent of Branches
for Alberta and the Peace River, with headquarters at Calgary,
and a Superintendent of Branches for Manitoba and Saskatchewan
with headquarters at Winnipeg as a result of the retirement of
Vere C. Brown from his post of Western Superintendent of Branches
for the Commerce—upon selection by the National City Bank of
New York as an Executive Manager of that great institution; the
annual Reports of the Montreal District and City Bank and the
Caisse d’Economie de Notre Dame— which did not appear as
Chartered Banks—with total assets on July 31, in the former case,
of $46,962,161 and in the latter of $13,039,184, with also, total
deposits for the two institutions of $53,739,441; the arrangment by
McGill University for a special series of 15 lectures on financial and
banking topics which were open to those recommended as suitable
students by the management of any Bank in Montreal; the pub-
lication by the Royal Bank of Canada of a handsome volume re-

.rviewing its 50 years of progress between 1869 and 1919, and the

issue for the first time by the Canadian Bank of Commerce of a
Year Book for 1920 consisting of its important annual reports re-
garding Provincial and international conditions—prepared by
selected officers and agents of the Bank at home and abroad.

A Banking matter which attracted some public attention at
the close of the year was the action of the Corporation Agencies,
Ltd., for $209,028 against the Home Bank of Canada. The first
hearing was held at Montreal before Mr. Justice Maclennan of the
Superior Court on Dec. 21. Action was taken by C. H. Cahan, k.c.,
a well-known and wealthy Montreal lawyer associated with the
Corporation mentioned, to recover this sum as part of a large
amount of which his son, C. H. Cahan, Jr., was alleged to have
defrauded his father in the latter’s absence abroad. He was
charged with the fraudulent use of powers of attorney in con-
nection with this particular corporation and with various other com-
panies through a system of withdrawals from deposits in different

Banks. It was claimed, in respect to the sum specified above, that

the Home Bank should not have made the particular payments
involved; the young man concerned and the Secretary-Treasurer
of this particular Company had both left the country about a year
before the trial. Evidence showed that large sums had also been

taken under the same powers of attorney from the Guaranty Trust

of New York and the Bank of Montreal at Montreal and at New
York. Mr. Cahan testified that when leaving New York for Eng-
land he had entrusted to his only son and expected successor in his

business, the task of attending to his financial affairs by giving him

a power of attorney to withdraw his monies from banks and finan-
cial institutions. The Home Bank, through Aimé Geoffrion, k.c.,

contended that it was a purchaser, in good faith, of the cheques |
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which formed the basis of the action; that young Cahan’s authority
to sign the cheques of the Corporation plaintiff were to be found in
the Corporation’s by-laws; that the Bank had proof of Cahan,
senior’s confidence in his son, and that Cahan, senior was virtually
the real plaintiff in the present instance. Eugene Lafleur, k.c., acted
for the Company, claimed that what constituted a legal warn-
ing as to something being wrong had been given the defendant
Bank and contended that the Company plaintiff did not authorize
his agent by a power of attorney to transfer to himself the property
of the Company.*

Other incidents of the year included the appointment of Sir
John Aird as Vice-President of the Commerce while retaining his
post of General Manager; the increase of the dividend of La Banque
Nationale from 10 to 12 per cent.; the appointment of Rt. Hon. Sir
Thomas, White, K.c.M.G., as a Vice-President of the Commerce,
and of A. H. Walker, General Manager of the Sterling, as a Director
of the latter Bank; a report of the Bank of Hamilton showing earn-
ings on average capital of 1932 per cent., on combined capital and
reserve of 9-75 per cent., and a distribution of profits to shareholders
totalling 13 per cent.; an increase in both the Capital and the Rest
of the Bank of Montreal from $20,000,000 to $22,000,000 which
put this institution at the head, in these respects, of Canadian
banks—a total of $44,000,000 compared with (November) $40,-
268,020 for the Royal and $30,000,000 for the Commerce; the
appointment of Sir Lomer Gouin, k.c.M.G., recently Prime Minister
of Quebec and General Sir Arthur Currie, Principal of McGill
University, as Directors of the Bank of Montreal; the showing
by the Dominion, on the verge of its 50th Anniversary, of deposits
totalling $104,941,256 compared with its 1871 total of $1,057,150
and assets of $139,263,093 compared with $2,541,583 in its first
year.

Banking Appointments of 1920

Bank Position Name Place
Commerce......Superintendent of Branches—
Manitoba and Saskatchewan......C. W. Rowley. Winnip
= Superintendent of Branches—

Alberta and Peace Rwer ............ ] B. Corbet
i Local Manager. C.

% Local Manager.
5 Local M.

9 Local Manager. F. M. Gibson Havana, Cuba
3 Local M Crawford Gordon Kingston—
Jamacia
- Local Manager. R. M. Watson......c.cocemrrrurinrararnane Bridgetown,
Barbadoes
- Local M A. C. Stevens Seattle, U. S.
' Local M D. G. Kennedy Sault Ste.Marie
i Local Manager. D. H. Gordon Regina
e Director. Sir Alex. Mackenzie, K. B. E..........Ri0 de Janerio
Imperial......... Vice-Presid Dr. W. Hamilton Merritt .. ...St. Catharines
5 Assistant General Manager A. E. Phipps. Toronto
Nationale....... Director. Adjutor Rivard, . C...ceevvrvvernnverenn Montreal
Y Director. A. B. Dupuis )uebec
o Assxstant General Manager............. Fugene G. Audet Quebec
H Local M F. A. Gauthier. y Queb

Dominion......Assistant General Manager.

s Assistant General Manager.
Superintendent of Branches
& Chief Inspector

E A. Begg
W, C. MACAGY.cccercrrracerercanrrenensss ‘Toronto

r‘:Note.—Early in 1921 judgment was given against the Bank and appeal taken to a higher
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Bank Position Name Place
Union. Vice-President W RIANEN. b, . Aot et il 82 Winnipeg
2 Vice-President, Stephen Haas Toronto
Director. G. Montague Black... ...Winnipeg
Assistant Manager H. C. Samis ‘Toronto
Union.............Inspector of Branch Returns........... Arthur Dunbar...... ...Toronto
Standard Director. Robert Gray. Chatham..
Novia Scotia Local Manager. E. C. Macleod..........cccrvemnnmsensinonssonss London, Eng.
Hochelaga......Manager of Publicity..........cecceueuans H. G. Gauthier. Montreal
Commerce...... Director. ‘T'. A. Russell Toronto
i, Director. J. A. Richardson Kingston
Merchants......Director. John Baillie Montreal
i Director. Norman J. Dawes. : Montreal
4 Director. Ross H. McMaster......................... Montreal
& Vice-President F. Howard Wilsom.......ccooeceecrviranennna Montreal
« T,ocal Manager. W. J. Finucan Montreal
Local Manager. H. W. Nesbitt...;o Lt lndiss 5 0 ‘Winnipeg

Expansion of Canadian Banks Abroad. An outstanding
development of the year or, rather, a continued development,
was the expansion of Canadian Banks abroad and the establish-
ment of branches in various Empire and international centres. British
Banks had long had agents or correspondents in every financial
centre of the world; the United States had in recent years, chiefly
through the National City Bank and International Banking Cor-
poration, many branches abroad—the former 51 and the latter
28 at the beginning of 1920; at this time Canadian banks had large
interests and many branches in England and the United States,
Spain and France, Newfoundland, South America, Central America,
Cuba and the West Indies. The first Canadian institution to
open in the United States had been the Bank of Montreal, in 1855,
at New York, and in 1862 at Chicago; the British North America
opened at San Francisco in 1864 and the Canadian Bank of Com-
merce at Chicago in 1875; these and other Banks followed with
quite a number of American branches and by the year under review
Canada was a powerful figure in Wall Street, with strong agencies of
the Montreal, Commerce, Royal, Dominion, Merchants, Nova
Scotia, Union, etc., and several conspicuous buildings. This
situation was further marked by the Royal’s acquisition of the
Merchants’ National Bank, the Standard’s affiliation with the
American Foreign Banking Association, and the Union’s part in
organizing the Park-Union Foreign Banking Corporation, with
branches in Japan, China, and France. :

The Royal Bank was foremost in expansion amongst Southern
countries—especially in the West Indies, Cuba and South and Central
America. It was, in fact, the pioneer in this direction and com-
menced at Havana in 1898. During 1917, four branches of the =
Royal had been opened in Venezuela, 5 in the Dominican Republic

and 7 in the West Indies, including Haiti, Martinique, and Gauda- ‘

loupe; in 1918 a branch was opened at Barcelona, Spain; in 1919
branches began operations at Rio de Janeiro, Buenos Aires and
Monte Video. By 1920 the Royal had 47 brances in Cuba, 6 in
Dominica, 3 in Porto Rico, 2 in Guadaloupe and in Martinique, 4
in Venezuela and many in the British West Indies and South
America. At the annual meeting in January, Mr. Pease pointed
out that the Bank’s deposits throughout the West Indies and Cen-
tral and South America largely exceeded commercial loans at those
points. Meanwhile, the Nationale, Union, Montreal and Royal
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had opened at Paris; the Commerce had formed association with
the British Italian Corporation and, with the Montreal, had entered
Mexico; the Nova Scotia had extensive connections in Cuba and
14 branches in the West Indies; the Montreal, Commerce, Royal,
Union and Dominion had branches in London and the Royal, in
1919, sold a large block of its stock to a great British Bank—the
London County, Westminster and Parr’s and there were, at this
time, 40 branches of Canadian Banks in Newfoundland.

During 1920, this growth was further extended. The Bank of
Montreal acquired a substantial interest in the Colonial Bank which
was controlled by Barclay’s of London—an institution having 1,400
branches, and assets of $1,000,000,000—and which operated ex-
tensively throughout the West Indies, British Guiana, South
America and the West Coast of Africa. This method of foreign
expansion was preferred by the Montreal, wherever possible, to the
establishment of direct branches; G. C. Cassels, Manager in London
of the Montreal, was appointed to the Board of the Colonial; the
National Bank of South Africa at the same time obtained an interest
in the Colonial, and thus there was affected a combination of British,
South African, West African, Canadian and West Indian business
interests. The Royal Bank, during this year, extended its business
in Spain and, by special equipment for promoting trade and business
between Spain and the Spanish-American countries so vital to her
trade and interests, had pronounced success. The Commerce in
this year also expanded largely in southern countries and opened
branches at Havana, Cuba; Port of Spain, Trinidad; Kingston,
Jamaica; Bridgetown, Barbadoes; Rio de Janeiro, Brazil.

The Merchants opened a branch in London, England, and
moved into a building of its own in Wall Street, New York, and
the Nova Scotia opened in London and established several branches
in the Republic of San Domingo; the Royal founded intimate
relations, early in the year, with the newly-formed First Federal
Foreign Banking Corporation of New York, and R. E. Jones, lately
agent of the Royal in New York, with J. E. Aldred, of Montreal,
joined the Board—at the same time, F. T. Walker, agent of the
Royal at New York, became a Director of the New Overseas
Securities Corporation, capitalized at $5,000,000. The Dominion,
in 1919, had formed close relations with the British Overseas Bank
and S. L. Jones, London Manager of the former, held a place on
its Governing Council of which Viscount Churchill was head;
in 1920 the business of the Overseas Bank greatly increased and
at the close of the year other institutions associated with it and
the Dominion Bank were the Anglo-South American Bank; Glyn,
Mills, Currie and Co.; Charles Hoare and Co.; Imperial Ottoman
Bank; Northern Banking Company; Union Bank of Scotland;
William Deacon’s Bank. A collateral result of these Canadian
| banking developments was an experience and trained capacity
amongst Canadian bankers which made them sought for by United
States institutions. Some of the financial leaders of the United
' States, who had come from Canada and won their chief experience
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in the employ of Canadian Banks were, at this time, Archibald
Kains, T'. Fred. Aspden, R. E. Jones, E. J. Schilling of New York;
J. B. Forgan and D. R. Forgan, Alex. Robertson and J. M. McCur-
rach, H. G. P. Deans and John H. Reid of Chicago; J. Gamble
Geddes of Cleveland, President Ballantyne of the Commonwealth
Bank of Detroit, and there were many others.

The Banks and the Farmers. An important phase of
Canadian banking in 1920 was its association with Canadian
farmers. The general tendency of Socialism, everywhere, at this
time was to profess great contempt and hatred for all Banks; in
Canada, Mrs. Rose Henderson, a well-known extremist from
Montreal, told a Toronto audience on Mch. 8 that Bankers and
money trusts were responsible for most of the present and past
evils in the world and that they now ruled Governments and politics
alike. The Canadian farm organizations, even where influenced
by Socialistic tendencies, did not go to extremes though they were
inclined to charge the Banks with not doing their share in Western
agricultural development. This subject had been discussed in
various forms for years and Vere C. Brown of the Commerce made
a specialty, while in the West, of defending the Banks and their
relations with agricultural interests. Manitoba’s legislation of
1920 giving Rural Credit Societies power to receive deposits,
because the Banks would not continue lending them money at the
rate of 6 per cent., revived the whole discussion. Practically,
the Provincial Government, through these Societies, assumed
certain banking powers; the Canadian Bankers’ Association pro-
tested vigorously and pointed out that ‘‘if it is the policy of the
Rural Credit Societies to compete with the Banks for the business
of well-to-do farmers, they can offer no objection,” but ‘it would
be quite out of the question to expect the Banks to supply the
Societies with their loanable funds at a rate below the value of
money.”’

It was stated about this time that in the 12 months ending
May 31 Canadian Banks had increased their loans to farmers by
$278,000,000 and that it was not unusual for country branches in
the West to have one-half or a million dollars outstanding in loans;
J. P. Bell, General Manager of the Bank of Hamilton, wrote a
letter on June 1st, stating that for the year ending Mch. 31, last, the
branches of this Bank made 31,644 loans to farmers, aggregating

$12,600,000, of which, in the West, 86 branches loaned over $9,300,-

000;tributes were freely paid to the well-known services of the
Banks in their yearly movement of Western crops and John Ward,
a writer in the Grain Growers’ Guide, early in October, joined in

this approval at some length. Of late years, it may be added, the

Banks had given most of their Western Managers liberty to lend
to individual farmers up to $2,000 or $5,000 without reference to
headquarters; most of the large Banks had Western Superintendents
and Inspectors and Boards of Directors; many western branches
were kept in existence simply as conveniences to borrowing cus-
tomers and for the yearly shipment of grain. Misconception as
to profits of the Banks continued, however, in the West, and could

|
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only be met by such facts as that nine of the chief Banks, with
assets of $2,503,000,000 and capital and reserves of $197,700,000
made, in 1919, only $17,482,000 in profits—that, further, the earn-
ings of 11 Banks in that year averaged 884 per cent. on combined
capital and reserves.

But the agitation for Government, Provincial, local or farmers’
banks grew stronger for a time; the Government of British Columbia
announced its intention of establishing a Provincial Bank ‘“‘to keep
the money of the people in the Province’’; the Great West Bank
project was started at Regina, obtained a Dominion charter,
elected as Provincial Directors Alderman J. K. Mclnnis, Mayor
James Grassick, Wm. Thompson, physician, J. W. Brown, retired
farmer, George Speers, undertaker, H. Black, contractor, Hugh
Armour, farmer, Andrew Dalgarno, retired farmer of Moose Jaw,
and F. S. Wilbur, financial agent of Creelman;a projected Bank of
Alberta sought and obtained a Charter at Ottawa. Other Banking
incidents of the year included a continued development of the Bank
letter-of-credit system, under which the total liability in respect
to these trading and financial documents, had increased from

0 $9,377,150 in January, 1917, to $20,781,228 in January, 1918,

$33,698,463 in January, 1919 and $47,635,099 in October, 1920;
the new methods of publicity adopted by some of the Banks and
illustrated, particularly, during this year, by the valuable monthly
Commercial Letters issued by the Commerce, Royal and Mer-
chants, the Bank Monthly published as a sort of house-organ by
several institutions—notably the Home Bank—and the Booklets
issued as to special topics of public and financial importance, by the
Union, Commerce, and Montreal; the fact that Bank circulation
rose steadily in 1920 despite contraction of credits and developing
depression—$227,597,808 in October, 1918, $236,477,479 in October,
1919, and $249,165,707 in October, 1920.

During the Budget debates of the year in Parliament, there
also were occasional hostile references to the Banks and some attacks
upon them as a great alleged monoply. The West produced some
of these criticisms but the strongest statement was probably that
of W. A. Kennedy of North Essex on May 31, which he concluded
as follows: ‘‘My thought is that the time has arrived when the
Government should control the Banks instead, of as at present,
the Banks controlling the Government, and the very first step in
this direction should be an insistence on the part of the Govern-
ment that the Banks increase the rate of interest to depositors.”
The country as a whole, however, appeared contented with its Banking
system; speakers and press ahke, frequently referred to it with pride.

Life Insurance has always been popular in Canada.
lcmldi‘“ : The thrifty regard it as an investment, the fearful
terests nog' look to it as a protection, the weak find in it an ele-
Conditions of ment of strength, the unfortunate in business use
1920. it as a staff and a safeguard, the adventurous employ

it as a pawn to fortune, the 1ndependent in spirit

find it a means to independence in practice. T all it has been a
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provision, in times of prosperity, against disaster in days of de-
pression or death; war, like peace, found a continuous increase
in the Canadian purchase of Life Insurance and an expansion in
other forms and applications of the principle. Starting in 1847
with the Canada Life, going on with the Mutual of Canada in
1870, the Sun Life and Confederation Life in 1871, the London Life
in 1874, the North American Life and Temperance and General in
1884, and developing through the formation of the Manufacturers’
Life—with which the two last-mentioned Companies amalgamated
in 1887—others came such as the Great West, the Excelsior, the
Dominion Life, the Northern, the Imperial, into the completion
of the great national institution of 1920.

As an institution it held money accumulations which enabled
it to help, during the War, by taking $235,114,150 of Canadian
National Loans; it possessed, as the year began, $2,187,883,396
of business in force or $243 for every man, woman and
child in the Dominion. The net increase in business, within
Canada, was $402,000,000 in the calendar year of 1919; the net
premium income was $74,707,244 or an increase of $13,000,000 and
divided in the proportion of $47,127,406 to Canadian Companies,
$2,201,462 to British Companies and $25,378,376 to American
Companies; the new business of the year within Canada was $517,-
863,639 and the net losses of the year $17,969,325; the percentage of
losses to premiums was 4167 against 5384 in 1918. The amount
at risk had grown from $35,680,072 in 1869 to $431,069,846 in
1900 and from $1,311,616,677 in 1915 to the 2,187 millions of 1919.
Business, also, had expanded greatly in these years outside of
Canada and especially in 1919; some Companies, such as the Sun
Life, had made a specialty of operation in other countries; the total
in force outside of Canada was, in 1919, $349,430,461, the net
premium income was $17,307,075, the new business of the year
$46,893,922. The death claims, matured endowments and dis-
ability claims of 1919 within Canada were $28,058,882 and with-
out Canada $5,744,164.

The year 1920 saw a similar progression in Canadian Life j

Insurance; the official figures of the year were not available at the
time of writing but, according to G. Cecil Moore, Assistant General
Manager of the Imperial Life,* there was, during the first six

months of 1920, a considerable increase over even the unprecedented

amount of new business secured in the corresponding months of

1919 while, during the remainder of the year, the high average

Wr@ting of 1919 was at least maintained. The war had been an
object lesson to the public in the value of Insurance and at this

stage statistics were published showing that $12,695,902 of extra

claims due to the War had been paid and $20,353,638 more due to

the Influenza epidemic. Mr. Moore’s estimate of the new business

done in 1920 was $625,000,000 or an increase of 20 per cent. in the

year; the total in claims, dividends, matured policies, etc., paid out
by Life Companies in Canada to date was placed at $600,000,000;

*Note. Toronto Globe, Jan. 3rd, 1921.
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in addition, they had by 1920 accumluated, mostly from past
premium and investment earnings, and practically all placed in
Canadian securities, a total of $550,000,000—standing to the credit
of policy holders, in the main, and representing a sort of accumu-
lated sinking fund on the Insurance in force.

Insurance Meetings of the Year. The Life Underwriters’
Association of Canada held its 14th annual Convention at Ottawa
on Aug. 18-20 with E. S. Miller of Regina in the chair and addresses
by T. J. Patton, Vice-President for Ontario, and C. C. Garvin,
Vice-President for Quebec, in response to the welcome offered by
Mayor Fisher of the capital. J. B. Hall, Chairman of the Executive,
dealt with Soldiers’ insurance, educational courses, taxation and
similar subjects of interest; J. H. C. Graham, General Secretary,
stated a membership of 1927 with 41 Local Associations reporting.
The report as to legislation expressed dissatisfaction with the
proposed Federal licensing law unless Provincial licenses were
abolished; advised a campaign to obtain redress from some of the
numerous taxes levied on both Companies and agents by Provincial
Governments and municipalities; stated there was in Manitoba
a movement afoot to license agents and that in the same Province
the Association had prevented the inclusion of Life Insurance
Companies’ employees under the Workmen’s Compensation Act.
F. T. Stanford, Chairman of the Publicity Committee, reported
as to the proposed system of institutional advertising.

A number of valuable papers were read and an address given
by J. Stanley Edwards, President of the U. S. National Life Under-
writers, who spoke emphatically as to taxation upon Life insurance:
“It is a taxation on thrift, it is unscientific, it is immoral.” He
declared that the Life insurance business was the only one free
from profiteering and pointed out that pre-war rates and premiums
still were in force and that the agents received the same percentage
as formerly. O. B. Shortley of Toronto was elected President and
amongst the general subjects discussed by the Convention were
Industrial insurance, the experiment of Group insurance, which
had started in the United States in 1912 and was finding a place in
Canada, the plan of Income insurance. John Cowan, of the Tor-
onto General Trusts, dealt elaborately with Succession duties in
relation to Insurance; at the annual Dinner, Haley Fiske, President
of t]?e Metropolitan Life, New York, and Sir George E. Foster
spoke.

Concurrently with this meeting, the Canadian Association of
Life Agency Officers was organized and a constitution drafted
based upon that of the similar Association in the United States.
Phillip Burnet, President of the Continental Life of Wilmington,
Delaware, spoke and the objects of the new Society were declared
to be the consideration and interchange of opinion upon matters
pertaining to betterment of Life insurance, in its selling department,
improvement in the quality of men who entered the business and
elimination of those who brought discredit to it, a study of methods
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of selection and training of Life insurance salesman, and the conserv-
ation of business once placed on the books. A. Gordon Ramsay,
Toronto, was elected President and C. E. Robertson, Secretary.
At the 14th annual Convention of the Association of Life Insurance
Presidents, held at New York on Dec. 9-10, T. B. Macaulay of
the Sun Life of Canada spoke on Canadian Life Insurance and
many eminent insurance men of the United States took part in
the proceedings. An important local body was the Insurance
Institute of Toronto which met on May 24 and elected J. B.
McKechnie of the Manufacturers’ Life as President in succession
to H. W. Crossin.

The Insurance Federation of British Columbia at its annual
meeting of June 9, elected A. Z. de Long, President and the retiring
officer, William Thompson, described the year as a very strenuous
one with much time spent in fighting threatened Provincial leg-
islation adverse to the interest of the Insurance companies as well
as to the public. The results were described as, on the whole,
satisfactory and the abandonment of the Government state
health insurance legislation at the past session of the Legislature
as being, in large measure, due to these efforts. During the following
discussions it was stated that unlicensed companies had doue
$300,000,000 worth of business in Canada during 1919 and it had
been suggested that the Federal authorities might tax these com-
panies 15 per cent. on net premium income, but to this strong
objection was expressed.

An important matter of the year was the Federal legislation
and establishment of a system of State insurance for returned
soldiers—the Act passing into law on June 23. Those eligible for
insurance under its provisions were returned soldiers and widows
of returned soldiers who had died after retirement, or honourable
discharge from service and before the expiration of 12 months from
the coming into force of the Act on Sept. 1st, 1920. The term
“returned soldier” was defined in the Act as any person, male or
female, who had served in the naval, military or air forces of Canada
in the Great War, or, having been domiciled and resident in Canada
on August 4,1914 had served in any of His Majesty’s naval, military
or air forces abroad in the said War; or in the naval, military or
air forces of one of His Majesty’s Allies or Associated Powers in
the Great War; and who had been retired or obtained honourable
discharge therefrom. Any such returned soldier or widow of a
returned soldier could insure with the Government on the whole
life or limited payment life plans for $500 or any multiple of $500
up to a maximum of $5,000 to be payable at death to a beneficiary
named by the insured, who must be the wife, husband, child, grand-
child, parent, brother or sister of the beneficiary. ‘The payment of
the Insurance proceeds was to be one-fifth of the amount in a lump
sum and the remaining four-fifths applied at the option of the in-
sured—either as a life annuity, or as an annuity certain for 5, 10,
15 or 20 years, or as an annuity guaranteed for 5, 10, 15 or 20 years
and as long thereafter as the beneficiary should live. By Oct. 14,
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Insurance to the amount of nearly $1,600,000 had been issued by
the Government with about $15,000 received in premiums. There
were various conditions and technical regulations and the specimen
monthly premium rates under these plans, for $1,000 of insurance,
were as follows:

PLAN AT AGE 18 20 25 30 35

Whole Plan... .$1.04 $ 108 % 1.24 $ 144 $ 1.70
Limited Payment (10 years) .......... 248 256 286 3.18 3.58
Limited Payment (15 years)... 182 190 210 238 268
Limited Payment (20 years) 1 54 1.58 176 196 2.26
To age 65... 112 . 130 - 154  1.86
Single Premittin. ..o oo, 237 72 246.92 273.12 304.30 340.98

Evolution of Croup Insurance. An interesting development
of this time was that of Group insurance-—a scheme or method
which had been in operation in the United States for about 8 years.
It was not until the close of 1919, however, that the Superintendent
of Insurance at Ottawa had given a definite ruling that this form
of insurance could be written in Canada; following this, during 1920,
four of the leading Canadian companies availed themselves of the
privilege and in a few months of the year 250 employers of labour
adopted this new means of fulfilling obligations to employees. There
were three general plans of Insurance under this scheme adopted
by Canadian firms. One provided a flat amount for each employee,
say $1,000, or (2) an amount based on the man’s salary and increas-
ing as his salary increased or (3) a policy varying according to
length of service. The latter was the more popular and was
adopted by the majority of industrial firms interested. The con-
tracts were made to suit the requirement of the individual firms,
but the amount of policy varied from a minimum of $500 to a
maximum of $2,500 or $3,000. The form usually adopted was a
yearly renewable term policy which expired for the employee
when he left the service of the Company placing the insurance, but
was applied as a new policy to his successor. Under it, he had the
power to name his own beneficiary. The policy provided for
assurance against death, and permanent and total disability before
the age of 60. In the latter event the assured was entitled to the
full amount of his policy. 7The schedule or rates imposed were
usually fixed for a period of five years, at the end of which time
they could be adjusted if necessary. The Sun Life issued a useful
pamphlet reviewing the plan.

The reason for the designation was that a group of not less
than 10 employees had to be ensured under one contract issued on
a single application; the premium was payable to the Insurance
Company by the employer if, or when, the employees arranged to
pay a portlon of the cost, and a certificate was issued outlining the
protection given. When a Workmen’s Compensation Act operated,
there was a special clause as to the accident indemnity. The
advantages were obvious. There was a lessening of expense as to
commissions, age was not penalized by higher rates and there was
no medical examination; there was small expense to the Company
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in collecting premiums, to the employer it increased the stability of
labour and to the employee it provided not only against accident
and death but against the average of 11 days a year lost through
sickness and the six days lost, on the average, by accidents not
provided for in Compensation laws.

On the other hand, Group insurance had its difficulties and,
in comparison with ordinary Life insurance, its disadvantages.
It was dependent upon employment and, therefore, uncertain in
its term; it conveyed no right of renewal on either side if the con-
tract of service between employer and employed was broken; the
nature of the business for whose employees insurance was desired
became a serious matter, because the average health of the Group
was vital; it was easier to arrange and apply in the case of large
employers of labour than in small concerns. The risk of death,
however, was lessened by the fact of change in employees and the
fact of reasonable health being necessary to do reasonable work, and
therefore, to retain employment. Rates at this stage were still
subject to change but United States experience was gradually
bringing them to a settled basis. It slowly became clear, also,
that if this form of insurance promoted stability of employment and
the development of experience and efficiency, encouraged marriage
amongst the men and promoted steadiness and loyalty, it would
soon more than repay the employer for his expenditure.

By the middle of 1920 the following Insurance Companies
in Canada had taken up this Group system or plan: Canada
Life Assurance Co., Great West Life, London Life, Manufacturers’
Life, the Sun Life, Atna Life Insurance Co., Equitable Life,
Metropolitan Life, Prudential Insurance Co., and the Travellers’.
One of these Companies during March issued Group insurance for
Lachance and Tanguay, Quebec, 109 employees, $108,000; for the
Colonial Weaving Co., Ltd., Peterborough, Ont., 81 employees,
$49,000; for the Hercules Garment Co., Montreal, 147 employees,
$76,000; and for D. E. Black and Co., Ltd., Calgary, 62 employees,
$114,000. Another Company took the employees of the B. C.

Electric Railway for $1,000 each and the 1,800 employees of the

Consolidated Mining and Smelting Co., Trail, B. C. Late in the
year the Moose Jaw City Council decided to insure all employees

of the City at from $500 to $1,500 at a cost of $2,749 per annum.
fI‘here was, at the close of 1919, $11,400,554 of Group insurance
1n.force. Accident Insurance in Canada did not seem to regard
this system as dangerously competitive; the Dominion of Canada

Guarantee and Accident Co. ensured its own 60 employees as a

group in the Manufacturers’ Life. In 1919 the 26 Companies
doing Accident business had premiums of $2,004,083 and paid

claims of $735,754; the total premiums for 40 years past had been
$34,514,332 and total claims paid $14,336,019.

Life Insurance Incidents of 1920. Other matters of discuss- |

ion during the year included that of Agents’ Licenses which was dealt

with in a proposed amendment to the Insurance Act which would

have given the Department at Ottawa complete control over
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Insurance—including the licensing, supervision and control of Agents
which had hitherto been left to the Provincial Governments. The
Resolutions passed by the Saskatchewan Life Underwriters’
Association at its Regina meeting of Apr. 8 declared (1) that the
question of agency and license should be left entirely in the hands
of the Provinces and (2) that the time had arrived when blanket
licenses should not include authority to write life insurance and
that, in future, life insurance agents should be specifically auth-
orized as such and be required to produce authority from the Com-
pany represented; objection to this legislation was also expressed
by the Toronto Life Underwriters’ Association. Various problems
relating to Insurance were discussed at a Convention held in Winni-
peg on Oct. 8 with A. E. Fisher of Regina as Chairman and represent-
atives present from Saskatchewan, Manitoba, Ontario, Alberta
and the United States. Amongst the subjects discussed were the
introduction of a uniform insurance law for all the Provinces;
standardization of accident and sickness contracts; preparation of
statutory conditions for automobile insurance; consideration of
the model Fire Insurance policy Act, drafted by R. W. Shannon,
K.C., Legislative Counsel for Saskatchewan; and statutory con-
ditions for hail insurance.

: Incidents of the year affecting Life Insurance included the
re-organization of the Insurance Department in Ontario, the re-
tirement of A. R. Boswell, x.c., and appointment of V. Evan Gray
M.A., L.L.B., of Ottawa as head of the Department, with Frank
Sanderson, M.A., L.L.D., as Consulting Actuary to the Department;
the passage of Ontario legislation by which the tax payable on
gross premiums, in connection with Life policies, was reduced
from 134 per cent. to 114 per cent; the growth of effort amongst
American companies unlicensed in Canada, to get business through
circulars and by various indirect ways and a warning from Toronto
Saturday Night on Nov. 27 that such Companies paid no Canadian

| taxes, spent no money for wages in Canada or by investment in
{ Canadian securities and could not, in their policy contracts, be

brought under jurisdiction of Canadian Courts; the formation of
. the Ontario Equitable Life and Accident Insurance Co., with
| headquarters at Waterloo, S. C. T'weed, of Waterloo, as President
i with Frank Law, Toronto, Senator H. W. Laird, Regina, and M. A.
Brown, as Vice-Presidents and a writing up of $300,000 of Life
policies in its first week of operation; the publication by the Mutual
Life Assurance Co. of Canada of a volume by H. J. Sims, L.L.B.,
| describing, in short, clear and concise terms, the general principles

of life insurance law, reviewing Canadian legislation to date and

| referring to leading cases decided in the Canadian Courts bearing

on the subject.

. There were, also, the decision of the Equitable Life, one of
\the greater Companies of the United States, with an extensive
\business in Canada, to discontinue writing new policies in the
_Dominion; the opening in Canada, under license, of a number of
{important American companies, including the Hartford Live Stock

a
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Insurance Co., the Lumberman’s Mutual Casualty Co., for trans-
action of the business of automobile insurance, the Western Mutual
Life Association, the Hartford Accident and Indemnity Co., to
handle accident, automobile, burglary, guarantee, live-stock,
plate glass and sickness insurance; the holding at St. John on Aug.
25 of the 20th Dominion Convention of the field representatives
of the Metropolitan Life Insurance Company of New York and
an address by its President, Haley Fiske.

Fire Insurance in 1920. Fire Insurance figures of an official
nature were not available for 1920 at the date of writing; in 1919

they showed net premiums of $40,031,474 and net losses of

$16,679,355—a fire waste of nearly $200 per head of the pop-
ulation and, including the uninsured losses, of over $60,000 a day.
It was stated that carelessness or negligence was, in factories,
almost wholly responsible for this particular branch of loss; the
results of these qualities were first shown, usually, in the homes
where the lesser losses (economically) occurred; the careless man at
home was usually careless at his work. In Ontario during these
years the number of fires was as follows: 1917, 9,681; 1918, 9,740;
1919, 9,301. The amount of property burned varied greatly in
this Province, being in 1917, $10,365,539; in 1918, $15,673,240;
and in 1919, $9,490,478. J. B. Laidlaw, a prominent insurance
man of Toronto, in an address on conflagrations, pointed out
(March 11) that nearly every fire in a city, town or village might,
under favourable conditons, develop into a conflagration, and the
experience of the past showed that there was a fairly constant
percentage of them which did so develop. The causes, were briefly
as follows:.

1. Absence of fire protection, or where good protection was provided, it

was not available, because of a break-down of pumps or mains, or interruption

of power, or disorganization of brigade.
2. Climatic conditions, usually dry weather and high winds. '
3. Fire starting in a high or large building, or one with very inflammable
contents, and so getting beyond the control of the fire brigade. |

4. Prevalence of wooden buildings and, more especially, of wooden shingle |

roofs.
5. Narrow streets or lanes with opposing buildings having unprotected

window openings. 4

Mr. Laidlaw deprecated municipal insurance as useless in
conflagrations, when it was most needed, and estimated Toronto’

liabilities carried by the Companies at $750,000,000; its fire loss -

in 1920 was estimated at $1,500,000. The net amount at risk 1

Canada held by Canadian Companies on Dec. 31, 1919, was $865,-
120,232, by British Companies $2,559,021,814 and by American
Companies $1,480,254,415—total increase in the year of $380,-
000,000. The chief business amongst Canadian Companies was
done by the British America and Western, which were under the
same control, with the Mount Royal coming third; the chief British
business was handled by the Royal, the Liverpool, London and
Globe, the Guardian, the Commercial Union, the North Britis

and Mercantile, the London and Lancashire, the Northern, and
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the Phoenix of London; the chief American business was done by
the Hartford, the Home and the Insurance Company of North
America.

Fire insurance incidents of the year included a conference held
at Toronto (16th Dec.) between V. Evan Gray of the Provincial
Insurance Department, and about 60 insurance men representing
tariff and non-tariff Fire insurance Companies of Ountario, with
decisions in favour of a reduction to 20 per cent. in the fees of local
agents on private dwelling premiums and 15 per cent. in other
classes of fire risk but with no decision reached on the question of
over-riding commissions paid to the big agencies; the claim of the
Regina Post that there was a discrimination against the West in
Fire insurance rates proven by the fact that in 1919 the West
paid $14,754,287 in premiums with losses of $4,747,496 or 32 per
cent., while the Fast paid the sum of $28,974,100 with losses of
$13,221,829 or 458 per cent.; the Privy Council decision in June
against the Quebec Railway, Light, Heat and Power Co., for damage
caused by wires and upon the ground that the Insurance Companies
had pointed out defects and indicated where improvements for
purposes of safety and fire prevention were required and the fact
that where such advice was given it was the duty of Electric power-
supplying companies to install such improvements; the estimate
that of the $16,000,000 which, approximately, were paid as Fire
insurance premiums in Ontario over $4,000,000 a year went to
agents; the fact that Fire Protection movements in 1919 and 1920
made substantial progress and that in Ontario, Manitoba and
Saskatchewan there was, in 1919, a consequent reduction of 40
per cent. in the loss of property values.

At the Oct. 5th annual meeting of the Ontario Fire Prevention
League, George F. Lewis, Secretary-Treasurer, reported that,
during the first 8 months of 1920, there were 626 fires in Ontario
with losses of $7,361,380, and insurance $5,309,214. Fire losses

i in the United States and Canada, he said, were ten times those of

European countries. Fire Marshal E. P. Heaton estimated that
80 per cent. of the fires in the Province were preventable. Arthur

. Hewitt was elected President; W. H. Shapley was at this time
President of the Dominion Fire Protection Association.

Miscellaneous Insurance Interests. There were many other
Insurance interests in Canada. Of its 30 Accident companies,
26 transacted Employers’ Liability insurance and in 1919 received

' $2,540,148 in premiums with paid up losses of $1,561,925 and un-

| settled claims of $929,606—the total premiums over 17 years being

| $30,467,334 and total claims $15,699,371; Automobile insurance

| developed rapidly at this time and, in 1919, 51 companies were
transacting this business (including fire risk) with premiums of
| 81,624,279, claims paid of $779,901 and unsettled claims $147,455
| while 39 Companies carried Automobile insurance (excluding fire
risk)with premiums' of $1,901,704, claims of $785,507 paid and
1 $414,354 outstanding; Burglary insurance (17 Companies) totalled
| premiums of $321,862 and losses paid of $113,299 with $27,747

3
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unsettled; Explosion insurance (13 companies) included premiums
of $514,808, losses paid of $1,152 and no unsettled claims:
Guarantee business was carried by 21 Companies and premiums
received of $1,138,882 with $310,419 paid in losses and $238,331
outstanding; Hail insurance was carried by 26 Companies with
premiums of $2,712,776 and losses paid of $1,805,827 with $2,881
unsettled; Sickness insurance was carried on by 28 Companies
with premiums of $1,311,890, claims paid of $872,792 and un-
settled losses $192,504.

There were small amounts carried or business done in Live-

stock insurance, Inland Transportation, Plate Glass, Sprinkler =

Leakage, Steam Boiler and Tornado Insurance; one company was
entitled to carry on Forgery insurance and another Title insurance,
but no business was done. Combined Accident and Sickness
policies brought in $950,071 in premiums with claims paid of
$538,212 and unsettled ones of $84,783. The total of all premiums
by these Companies was $16,208,271 and losses paid $8,190,047.
Aviation insurance was hardly more than organized in 1920 though
at least two American Companies and one British were authorized
to carry it on in Canada; the plans included public liability, property
damage, collision insurance and fire, explosion, etc., on board an
aircraft, with rates running from 4 to 12 per cent. The first annual
meeting of the Canadian National Safety League was held in
Toronto on April 13-15 with various notable addresses and a record
in the past year of $20,000 spent in distributing bulletins to factories,
car companies, schools, municipal offices, fire chiefs, etc.: School
competitions were held and $200 distributed for essays; 150,000
letters were written to parents asking for their co-operation;
motion pictures were shown, demonstrating the prevention of
accidents; 135,000 cards were issued to motorists with 101,000
industrial bulletins, 34,000 health bulletins and 140,000 electric
railway bulletins.

Fraternal and Mutual Insurance. Fraternal insurance was
in a class by itself with the Independent Order of Foresters as still

the great Canadian organization in this respect. Its total of

Benefits paid in 1920 was $4,352,935 and the new business for the
year was $15,5682,000 or an increase of $6,952,000 over the previous

year. The Benefits paid in 1920 were $4,161,544 and the new

members 16,752 with approved Benefits of $17,387,250. Fred J.

Darch, who died early in 1920, was a well-known official and had
been Supreme Secretary since 1913; he was succeeded by Robert
Mathison who gave up the Treasurership and was replaced by

George R. Cottrelle with George E. Bailey as Assistant Supreme

Secretary. ‘The Report of the Ontario Registrar of Friendly

Societies for 1919 dealt with a large number of these fraternal
bodies and V. Evan Gray, Superintendent of Insurance, urged that
the Provincial Act be amended; (a) To make provision for more
effective valuations and reports of financial status than at present
existed; and (2) to prescribe regulations by which all registered friend
ly societies could attain full actuarial solvency within a reasonable
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time. In concluding his report, the Superintendent added; “I
take this opportunity of expressing the confidence of the Depart-
ment that Friendly Societies have well served a great purpose in
the past in providing cheap insurance protection for their members
and that, besides continuing to act as a most valuable agent in
preserving the solidarity of society and propagating the principles
of fraternalism, they will successfully pass this transition period
in their insurance activities and provide a most valuable and
essential Insurance protection at minimum cost.” The following
details from the Report were of importance.

Insurance Assets
Insurance  in force in Total in
Society in force Ontario Assets Ontario

Chosen Friends, Canadian Order of § 24,749,445 $21,448,356 $ 1,330,513 $1,330,513

Commercial Travellers’ Association. 5,858,716 5,858,715 ,616,837 1,516,837
Foresters, Canadian Order of............ 77,076,250 39,307,750 7,034,373 6,836,930
Foresters, Catholic Order of.............. 155,097,000 8,797,000 8,636,362 ...........cc....
Home Circles, Canadian Order of.... 6,287,802 5,801,622 835,250 835,250
Knights of Malta 78,000 78,000 15,33 15,333
Knights of Pythias. ......cccccccocenceruceen 101,248,894 238,943 .....ccoeeinns 78,981
Maccabees 352,343,547 8,783,000 23,543,392 44,420
Oddfellows, Canadian Order of....... 2,157,770 1,983,520 285,990 280,990
Qddfellows’ Relief Association.......... 25,351,750 14,668,750 1,975,037 1,970,037

Ontario Commercial Travellers’

Association...... 1,353,670 1,353,670 424,850 424,850
Orange Grand Lodge ,257,000 2,981,000 157,461 157,461
Royal Arcanum....... 221,978,058 2,483,741 7,675,869 66,385
Royal Templars of Temperance....... 3,886,500 2,853,500 570,539 565,539
Sons of England 2,963,684 2,421,643 511,646 511,646
Sons of Scotland 3,037,594 2,707,844 756,085 756,085
St. Joseph Uniof........cccc.ccceecvrvsiercruenes 16,973,875 4,195,425 1,796,715 1,786,715

,973, ,195,
Ancient Order of United Workmen 11,102,213 11,102,213 1,428,005 1,428,005

Quebec in 1919 had a large business done by extra-Provincial
Mutual Benefit Associations reporting assets of $91,755,270,
liabilities of $4,695,069, income of $38,548,484, expenses of $33,-
082,702. Their death and funeral benefits totalled 1,575,389 in
number and $1,574,522,117 in amount; within the Province there
were 74,399 policies in force for an amount of $48,513,283, the
claims paid in the Province were $1,150,885 and Income received
from the Province $1,389,432. As to purely Provincial Mutual
Benefit Associations, the assets officially reported were $1,962,195
and liabilities $61,722; the number of members 60,893 and the
Insurance in force $16,178,211, the income was $903,846 and
expenditure $786,925. The business of the Fraternal societies in the
United States—of which there were many branch organizations
in Canada—was very large and at the Chicago meeting of the
National Fraternal Congress on Aug. 23-26 a membership of 5,537,-
734 was reported with disbursements for the year of $81,403,780;
the Benefit and Reserve funds were stated at $209,657,927 and
payments to beneficiaries in 50 years at a total of $3,500,000,000.
At the 29th annual meeting of the Canadian Fraternal Association,
Toronto, May 13-14, President J. B. McKillop of London criticized
Group insurance but urged fraternal officers to study it; J. F. A.
Brodeur of Montreal was elected President and W. F. Montague,
Hamilton, Secretary-Treasurer.

G. D. Finlayson, Superintendent of Insurance at Ottawa, on
July 27 issued a statement regarding these Societies in Canada and
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as to new legislation: ‘‘Foreign societies, heretofore operating in
Canada under Provincial jurisdictions, are hereafter subject to
the Insurance Act. Many of these Societies are actually insolvent.
Some are not collecting adequate rates even from new members.
The amendment to the Act provides that these foreign societies
shall be entitled to a license thereunder provided they can furnish
certificates of qualified actuaries that they are actuarially solvent.
If a Society cannot furnish such a certificate, and if it has operated
in Canada prior to the coming into force of the Act, provision is
made for a conditional license, renewable until the year 1925—if
it can establish to the satisfaction of the Department that the
contributions payable by new members are sufficient to provide
for the benefits promised. Such license, however, cannot be
continued beyond 1925, unless the Society is by that time actuar-
ially solvent.” After giving a list of the Societies heretofore
transacting business under Provincial license, he stated that the
Knights of Columbus had obtained the necessary certificate and
been given an unconditional license and 8 others a conditional one.
The following had failed to comply with the conditions of the Act
and were prohibited from soliciting new members in Canada:
Brotherhood of American Yeomen, Catholic Fraternal League,
Catholic Mutual Benefit Association of New York, Knights of
Pythias, Modern Woodmen of America, Polish National Alliance,
Scottish Clans and Women’s Catholic Order of Foresters.

Insurance Appointments of 1920 in Canada

National Life ....President. Albert J. Ralston......
National Life 1st Vice-President... Geo W. Beardmore....
National Life. Director. A. H. Beaton
National Life....... oozt Gen. Man. and Secretary.Fred Sparling
Commercial Union Joint General Manager...T. M. E. Armstrong..
Commercial Union.... ....Joint General Manager...Jos. Powell

General Accident Ass’t

....General Manager............ W. A. Barrington.....................
.President Major Hume Cronyn, M. p...London
iDirectors L. A Ll A Maj. Gen. S. C. Mewburn..... Hamilton
.Chairman of Executive...C. M. Bowman...

Mutual Life of Canada...
Mutual Life of Canada ..

London Life.... .General Manager. .. ..Edward E. Reid .
London Life. .Vice-President.. ..John G. Richter..
London Life.... Secretary T Stanley Lovell
Confederation .General M C.S. M

Dominion L fe Director, ‘Thos. Bradshaw
Dominion Life.... ....Director... H. Gundy
Canada Life. Assistant . Gordon Ra.
Canada Life Assistant General Supt....A. N. Mitchell..
Monarch Life President W. A. Matheso
Monarch Life Vice-President F. W. Adams

Royal Insurance.,.. ....Manager for Canada....
Royal Insurance.., .Ontario Manager.
North Western Life Agency...Director.........

Sun Life i

.J. H. T.ahp“p

Atlas Assurance.. .Manager for Canada......

Continental Casualty ....Manager for Canada......A. T Barlow....
‘Western Assurance......... Director, Miller Lash..
Canada Accident and Fire.....Supt. of Agencies.. L. A. Jones.
Mount Royal Assurance......... General Manager.............P. J. Perrin. . .......

Great West Life.. Director. M. F. Christie..
Agricultural Insurance............President ..George M. Bell....
Agricultural Insurance. .Vice-President.. .Hon. C. A. Dunning..

Agricultural Insurance. .Sec.-Treasurer.. % Regina
Confederation Life. ....Vice-President .Lt.-Col. A. E. Gooderham..... Toronto
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AGRICULTURAL CONDITIONS

AND THE

FARMERS’ MOVEMENT

Agriculture The area in Canada suitable for successful
in Canada: gagricultural production was stated, in 1920, to be
Conditions 301 700,000 acres by the Natural Resources Intelli-
i ?“;g;:' gence Branch of the Department of Agriculture,
e in Ottawa; of this total the three Prairie Provinces
possessed 178,000,000 acres, the three Maritime Province,
16,200,000 acres, Quebec 40,000,000 and Ontario 55,000,000 acres,
British Columbia 12,000,000 acres; in this year 52,830,865 acres
produced, under cultivation, field crops worth $1,455,244,050. It
is interesting, though perhaps not profitable, to note that if all of
Canada’s known fertile soil—and there was much in 1920 that still
was unknown—were under cultivation it would, upon the basis of
this year’s production show a total value of $8,400,000,000—or
half the total crop value of the United States in 1919.

Since 1915 the value of the field crops had increased from
$825,370,600 to the above total of 1,455 million dollars; the est-
imated value of Canadian Live stock—horses, cattle, sheep and
swine—in 1919 was $1,296,602,000 and in 1920 was $1,041,246,000.
The reduction in values was due in part to the lower prices at the
close of that year and in part to decreased numbers. In wheat,
during 1920, Canada produced 263,189,300 bushels or one-third
of the total production of the United States with its 100,000,000
population, double the product of all South America, three times

_ that of Australia and ome-fourth the production of all Europe.

The Agricultural wealth of Canada in 1920 may be estimated as
follows:
Value of Farm Lands................

Value of Farm Implements
Value of Farm Buildings.

.$2,792,229,000 Poultry and Eggs.......ccocovvveiveens $40,000,000
387,079,000 Wool Production.......... .. 11,000,000

. 927,584,000 Dairy Products 250,000,000
Farm Live-stock. ... 1,041,246,000 Fruit and Vegetables.................... 40,000,000
Farm Animals sold or

slaughtered..............coccevrvrnennnnes 180,000,000 Field Crops of 1920.. .....cccooeneee 1,455,244,050
Total $7,124,382,050

In many agricultural directions there was continued progress
during 1920; in others there was a change for the worse. Accord-
ing to official figures of the Board of Grain Commissioners for
Canada, the capacity of grain stations, Elevators and warehouses
in Canada had increased from 18,329,352 bushels in 1900-1 to
105,472,700 in 1910-11, 154,765,000 in 1913-14 and 226,256,970
in 1919 20; the number of stations had grown from 219 to 863 and
1,247 and 1 511 in the same years; the Elevators had expanded in
number from 426 to 1909, then to 2,813 and finally to 3,797; the
Warehouse system had not been contmued after 1916 when it had

| decreased to 19 in number from 97 in 1900-1. Meanwhile, farm

land values in Canada had been steadily advancing from an average
| per acre, according to official figures, of $35.00 in 1915, to $36.00

[79]



80 THE. CANADIAN ANNUAL REVIEW

in 1916, $38.00 in 1917, $41.00 in 1918 and $46.00 in 1919, to
$48.00 in 1920.

On the other hand, average production per acre had been de-
creasing. Wheat went down in bushels per acre from 2605 in 1915
to 1450 per acre in 1920 with an average in the six years of 14-50;
oats, similarly, fell from 40-24 bushels per acre to 33-50 and an
average of 3200 bushels; the increase in acreage and increase in

price saved the farmer. In this general connection it is interesting

to note that, despite the marvellous fertility of Western soil, the
four years from 1916 to 1920 had seen a steady reduction in yield
per acre; Dr. W. J. Rutherford, c.m.q., told the Conservation Com-
mission at its 1920 meeting, in reference to one of these Provinces,
that ‘“‘a scientist has recently estimated that, if we shipped away
only 100 million bushels of wheat annually from Saskatchewan we
would ship away fertility—nitrogen, phosphorus, and potash—
with a market value of $23,560,000 not including freight.” The
agricultural land held in private ownership was estimated at 180,-
000,000 acres with a rural population (men, women and children)
numbering about 4 1-2 million and averaging, for each, a holding
of 40 acres or ten times the average in Northen Europe. Of farmers
in Canada the usual estimate in 1920 was 1,000,000 which would
make the average of land held 180 acres each.

During recent years wages, also, had been advancing and the
average for farm help in 1920 was again the highest on record.
For the whole of Canada, the average agricultural wage per month
during the summer season of 1920 was for men $86, and for women
$47, including board—the average value of which was $26 per
per month for men and $20 per month for women. In 1919 the
corresponding averages were: $78 for men, including board
worth $24, and $43 for women, including board value, $19. For
the complete year the average value of wages and board was §821
for men and $492 for women, as compared with $764 for men and
$465 for women in 1919. In 1920, while the Canadian farmer had
a splendid crop, his prices, toward the end of the year, went down
rapidly, as did the values of his live-stock. In the latter connection,
the average value per head for horses in 1920 was $106, as against
$119 in 1919; for milch cows $80, as against $92; for other cattle

$47, as against $58; for all cattle $59 as against $70; for sheep $10

as against $15; and for swine $23, as against $25.

: As to total values, horses in 1920 stood at $361,328,000 against
$435,070,000 in 1919; cattle were, respectively, $561,500,000 com-

pared with $708,821,000; sheep were valued at $37,263,000 as

against $50,402,000 and swine $81,155,000 compared with $102,-
309,000. The total decline in values was $255,356,000. In wool
the reduction in values was very great and the average price in 1920
for unwashed wool was 22 cents as against 55 cents in 1919; washed
wool was, respectively, 32 cents and 70 cents. During 1920 for
the first time, the Dominion Statistician obtained reports on Farm
poultry and the values for the year were, approximately, as follows:
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Turkeys, $3,225,000; geese, $2,131,100; ducks $976,900; other
fowls $30,683,000. The total was, therefore, $37,016.000.

Meantime, Agricultural exports for the fiscal year of Mch.
31, 1920, were much ahead of the preceding fiscal year, though they
did not reach the unprecedented level of 1918 when animals and
their products stood at $172,743,018 in value and agricultural
products, proper, at $567,713,584. In 1919 they were, respec-
tively, $198,598,437 and $271,110,210; in 1920 theexport of animals
and their produce was $258,988,010—a continued increase and
record total—while agricultural products stood at $365,392,814.
The total figures were, in the years mentioned, about treble the
exports of the produce of Mines, Fisheries and Forests combined;
in 1918 they were $100,000,000 more than the export of manu-
factures, in 1919 $80,000,000 less and in 1920 $220,000,000 more.
In Canada, at the close of the crop year of Aug. 31, 1920, there
were large stocks of grain in storage. Of these wheat totalled
2,186,500 bushels in farmers’ hands, 1,603,811 bushels in terminal
elevators, 4,316,527 in public elevators and 980,000 bushels in
country elevators; oats included 8,735,200 bushels in farmers’
hands and 1,139,929 in various elevators; barley totalled 880,900
bushels in farmers’ hands and 729,001 in the elevators. Of rye
there were 161,909 bushels held as against 158,851 in 1919; of flaxseed
614,915 bushels were held compared with 52,657 in 1919 and the
greater part of this was in terminal elevators. As to wheat, com-
pared with 1919, the total held in the country was 9,086,638
bushels compared with 5,454,166 in August, 1919; the total of
of oats was 9,875,129 bushels against 19,279,956 and of barley
1,599,904 compared with 3,345,393.

It may be noted here that of the 263,000,000 bushels of wheat
7,896,000 bushels were lost in cleaning, 10,012,000 bushels were not
merchantable, the total export was 157,032,000, the amount offi-
cially estimated, as retained for seed, was 32,375,000 bushels and
\ the balance consumed in Canada 56,134,000. Such great crops
{ as Canada produced in 1917-20 were fundamental to the properity
of the country. Of the 1920 field crops, Greenshields & Co., the
| eminent brokers of Montreal, in their Monthly Review, for October,
very truly said: ‘“This enormous supply of grain will stimulate

|| business activity in every artery of Canada. It means heavy

| traffic for the railroads and all other other agencies of transport-
i ation. Industries such as milling, livestock and dairying will be
' abundantly supplied with essential raw materials and, after their
| requirements have been met there will remain a surplus for export
| much above the average. It is basic and elementary, if the truth
{of it has been obscured in the delirium of war-time conditions, that
| the growth of wealth lies in the production of goods. In this har-
| vest of ours for 1920, with its vastly increased yields, we have the
true elements of real wealth as contrasted with the more or less
fictitious wealth arising from high prices, based on deficient pro-
duction.” ‘The detailed production of field crops in 1920 was as

W

follows:
| 4
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Yield Total Average Total
Area Acre Yield Price Value
Field Crops Acres Pet Bushel Bushels Per Bushel
Fall Wheat............cccuuenans 814,133 2400 19,369,200 $1.88 $ 36,550,500
Spring Wheat........o...... 17,418,241 1400 243,720,100 1.60 390,806,800
Oats, 15,849,928 3350 530, 709 700 .53 280,115,400
Barley.... 2475 63, 310 550 .83 52,821,400
17°50 11,306,400 1.33 15,085,650
Peas........ 19:00 3,528,100 2.42 8,534,300
Beans. 17-50 1,265,300 3.88 4,918,100
2375 8,994,700 1.28 11,512,500
4000 32,420,700 .90 29,236,200
560 7,997,700 1.94 15,502,200
49.25 14,334,800 1.16 16,593,400
17050 133,831,400 97 129,803,300
40100 116,390,900 41 48 212 700
tons tons Per ton
130 13,338,700 26.10 348,166,200
245 583,790 23.79 13,887,700
960 5,641,750 7.75 43,701,000
1137 412 400 12.80 5, 278 700

The Daxrymg interests of Canada at this time were considerable,
with Live-stock valued at over 1,000 million dollars. According
to an official statement of the Dominion Bureau of Statistics issued
in 1920, the exports of cattle in the fiscal year 1918-19 were $30,-
069,490 in value and imports $659,153; of sheep the exports were
$1,609,862 and imports $150,321; of swine the exports were $760,-
040 and imports $3,583. Of the live-stock slaughtered at Can-
adian Inspected establishments in 1919-20 the total was 960,639
cattle, 2,171,747 swine and 600,124 sheep. As already shown, there
was a decrease in values of live-stock during 1920 but prior to that
year the increase in value had been continuous. In milch cows the
price per head averaged $42.10 in 1913, $57.47 in 1914, $61.57 in
1915, $70.25 in 1916, $85.50 in 1917 and $87.00 in 1918; for other
cattle, prices averaged, respectively, in these years, $22.10, $42.66,
$44.56, $54.25, $57.25 and $61.00; for sheep, prices ranged from an |
average of $5.01, to $7.07, $7.96, $10.25, $15.00 and $16.00 while
swine averaged in the same years $7.73, $12.35, $15.54, $17.50,
$25.75 and $26.00.

The same Bureau issued statistics as to Dairy factories in 1919
which showed 3,282 operating during that year of which 1,018 were
creameries, 1,787 devoted to cheese, 453 combined butter and
cheese factories; the farmers supplying milk and cream to dairy
factories numbered 275,060 and the number of cows producing the
milk was 1,648,442; the quantity of milk delivered by the farmers
was 2,821,149,557 pounds and of cream 71,351,336 pounds (butt
fat) ; the amounts paid to the farmers for the milk and cream totalle
$107,412,542 or an increase of $24,000,000 over 1918; the producti
of butter was 103,890,707 pounds valued at $56,371,985 or $15,

000 more than in 1918; the production of cheese 166,421,871 poun

valued at $44,586, 168—a decreased product from 1918 with an
increased return of $5,000,000; the cost of operating the factories
in 1919 was $128,556,744 and the export of Dairy products in t

fiscal year 1919-20 was $9,844,359 worth of butter, $36,336,8

of cheese, $10,216,861 of milk and cream in various forms—a tot,‘!
of $56,398,083. J. A. Ruddick, Dairy Commissioner, in addressing
the Novia Scotia Dairymen’s Convention of 1920, estimated the |*
values and products of the entire Dairy industry of Canada f§
1919 as follows: '
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Products Values Products Values

Cheese. $44,205,794 Stegitizedimilier, 7. L0t LN LY $ 852,080

Creamery Butter. .. 56,371,985 Cond d skim milk 32,921

Dairy Butter .. 56,250,000 Casein 32,588
“ 661,373 Ice Cream 3,715,488

Condensed and evaporated milk... 11,214,165 Cream 4,718,678

I POWAES ... .. . e o000 spsesnanatoncace 1,539,272 hey  Cream. N TN . . 521,420

Milk, used as milk........cccoovcererreennnan $72,000,000

In this connection it is important to note that milk was
authoritatively urged upon the public in this year as not merely a
pleasant drink, but a really solid and beneficial food; according to
the 20 scientific or professional men included in the New York
Committee on Milk Standards one quart of whole milk was
equal in food value to 12 ounces of beefsteak or to one quart of
oysters, and was the cheapest food on the market. The general
question of milk production, supply and price, was much discussed
during the year. As to sanitary conditions, great improvements
were effected at considerable expense by the distributing companies;
investigation showed distinct betterment in Montreal, Toronto,
Quebec, Halifax, Ottawa, and 20 other cities, in standards, system
of shipment, delivery, etc. To the consumer the rising prices
seemed the most vital matter, but distributors and producers had
other considerations to deal with; in New York, the greatest milk
market of the continent, prices rose, between 1914 and 1918, 88
per cent. as compared with 2269, for butter, 2889, for cheese,
2699, for beef and similar proportions for other products. In
Canada the exact comparison was not available but conditions
were similar. As to the farmer and milk production there was,
in 1920, a wide spread between producer and consumer. According
to Dr. J. A. Ruddick in a May statement, farmers around Montreal
were receiving $3.10 per cwt., around Toronto $3.12, St. Catharines
$3.75, Kingston $2.60, Granby, Que., $3.00, Sydney and Halifax
and Victoria $4.00, Edmonton $2.75, with the retail price ranging
from 12 to 17 cents. The farmer’s viewpoint was presented in the
Farmers’ Sun, Toronto, of Mch. 27:

These men, in order to get their cows fed, milked in time, the milk strained
into cans in which shipment was made, their horses fed, harnessed and hitched
to sleigh or waggon, their breakfast eaten, the milk loaded, and the run made to
the station, had to be out of bed by 4.30 to 5 o’clock each morning. For this
labour and hardship in the cold, dark winter mornings—yes, and the almost
equal hardship of wives and daughters, who had likewise to be up and about at
the same hour—the farmer was paid the princely sum of $1.65, minus express
and cartage charges of 20 cents, or $1.45 actual for an eight-gallon can of milk.
To produce a can of milk meant the average milk output of at least three cows
per day. KEach cow had to be fed and cared for throughout the year, although
the average milking period of a cow is only eight months in the year.

As to numbers, the Live-stock of Canada decreased during

| 1920; on June 20 of that year the total number of horses, cattle,

| sheep and swine in the country was 20,115,183 compared with 21,-
| 214,408 in 1919; in detail there were, in 1920, 3,400,352 horses,

| 9,477,380 cattle, 3,720,783 sheep and 3,516,676 swine. It may
|| be added here that during and after the American Civil War there

| Was a strong demand in the United States for Canadian cattle and

\

| €xports ran up from 40,667 head in 1868 to 104,609 in 1870 and
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remained large until the McKinley and Dingley tariffs checked and
almost stopped the trade; then it went to Great Britain and very
soon increased until, in 1906, 163,904 cattle, valued at $11,045,000,
went to the British market; in 1914 came the War and export to
Great Britain was barred by lack of shipping and it then expanded
to the United States from 23,288 head in 1913 to 415,956 head in
1920 (fiscal year) worth $41,226,445.

Incidents of the year in the cattle or dairy interests included
the shipment in July of a carload of Canadian Jerseys from Bramp-
ton to New Zealand; a growing demand for Canadian feeders and
stockers in the Western States where they were said to put on
weight quickly and to realize substantial profits; the withdrawal
of the Mange dipping regulations by Order-in-Council of the
Government early in August and release of a large number of cattle
in the West for shipment; the meeting of the Western Canada
Live-stock Union at Calgary on Dec. 15 when the President, G. H.
Hutton, reviewed the situation and the passing, at the request of
the Union, of the new Act for the inspection and standardization
of feeds for stock, the part played by the Union in achieving the
abolition of the Board of Commerce and in the campaign against
the Mange which had proved so successful. Figures published
by the Council of Canadian Meat Packers, Toronto, for the half-
year ending June 30, 1920, showed the number of animals at Can-
?dﬁan yards during that period as totalling 865,893, apportioned as

ollows:

Stock-Yard Cattle Calves Sheep Hogs
Toronto, . 145,530 48,523 28,336 173,846
Montreal (East End)..........ccoeveuen 17,133 33,175 9,059 22,473
Montreal (Point St. Charles)........ 15,179 42,354 9,802 32,767
Winnipeg. 46,031 4,884 ‘6,887 84,442
Calgary. 45,469 3,290 35,714 23,866
Edmonton 14,423 1,611 2,159 17,390

Fruit interests in Canada had, for the year 1919, their first
official Ottawa statement as to the commercial apple; the product

for the year was 3,334,660 barrels valued at $24,396,210 wholesale.

In 1920 the product was 3,404,340 barrels valued at $29,849,149.
The total value of nursery fruit stock sold during this year was stated

at $500,092 with 453,629 apple trees included. The fruit Provinces

of Canada at this time were Nova Scotia, New Brunswick, Ontario

and British Columbia, and the profits from fruit, properly culti-

vated and shipped, were probably greater than in any other branch
of agriculture; the difficulty was that the industry did not

receive the same concentrated care and public attention that was

given to other agricultural developments; enforced neglect and lack

of labour during the War had done much harm in Niagara and the

climatic conditions of the 1917-18 winter did more. There was,

however, a tremendous crop in this region during 1920—apples

and plums and peaches broke down the boughs with their weight;
in Great Britain a good market and high prices were available as
well as for the apples of Nova Scotia; yet, eventually, the fruit
farmer for the bountiful crops of the year received very small prices
though the Canadian consumer paid exceedingly high prices. ‘The

-
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Toronto Mail and Empire of Sept. 10 said in this connection:
‘“‘Surely there are enough Fruit growers in the Niagara Peninsula
to organize wholesale distributing stations in Toronto, Montreal,
and other cities. Apple producers combine in marketing apples
abroad. The California orange and lemon growers have a con-
tinent-wide organization that has succeeded in getting fruit sold
in Ontario.”” High cost of labour, expensive baskets, boxes and
barrels, besides lack of organization, were the chief difficulties
of this industry. On Dec. 28 a Co-operative Union of Fruit-
growers of Niagara was tentatively organized at Hamilton with
50 farmers present and the promise by Ontario’s Minister of Ag-
riculture (Mr. Doherty) to pay the first year’s salary of a high-class
man as Manager.

The Fur-trade and Fox farms were a so-called branch of
Agriculture which had much public attention during 1920. For
the fiscal year of 1919-20 official figures showed a total production
of pelts valued at $21,197,372. At a Conference in Montreal on
Feb. 19-20, with 25 delegates representing the large fur-trading
interests of P. E. Island present, it was stated that Canada was
becoming one of the leading fur-markets of the world and that a
mink, which once brought 40 cents, was worth $13 to $28 to-day,
and a muskrat $5.50 today, as against 12 cents some years ago;
it was urged by Resolution that it was in the interests of fox-farm-
ing in Canada to hold an International exhibition of fur-bearing
animals in Montreal under the auspices of the Commission of Con-
servation. The first Auction Market was held on Mch. 22 at
Montreal and proved very successful with $5,000,000 worth of furs
on sale; the first International Silver Fox Exhibition was opened in
the same city on Nov. 25 with a rapidly-growing industry and fox-
farms in P. E. Island, New Brunswick, Quebec, Ontario and Man-
itoba clearly in evidence. A total of 360 silver foxes were exhibited.
Statistics published at the close of the year for 1919, showed 424
fox farms in Canada with fur-bearing amimals in stock worth
$4,119,038 and 5 mink and raccoon farms with animals worth
$258. Exports in that year totalled $13,500,000 of which $9,600,-
000 went to the United States.

The Wool interest of Canadian farmers was not, in 1920,
a very wide one, but it had large possibilities and its expansion
would prove undoubtedly beneficial. The 3,700,000 sheep—
chiefly in Ontario and Quebec but scattered through all the Prov-
inces in lesser degree—represented a value of nearly $50,000,000
and farmers were coming more and more to understand matters of
quantity and quality in this respect and to appreciate the advis-
ability of keeping a small herd on the farm; it was claimed with
truth that there were thousands of acres of rough land throughout
the Dominion admirably adapted to the raising of sheep though
not yet revenue-producing in any form. In addition, there were
countless farms which did not include sheep among their live-stock
and were not only losing profits in mutton and wool but in the
greater fertility of the soil which a herd of sheep afforded.
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Distribution conditions changed and improved in 1919 and
1920 and the Canadian Co-operative Wool Growers, of which Lieut.-
Col. Robert McEwen of Loondon was President, with a central
warehouse at Weston, Ont., handled considerable quantities; with
it were affiliated the Sheep Breeders’ and Wool Growers’ Associations
of Alberta, the Wool Growers’ of Saskatchewan, the Central
Alberta, Pincher Creek, Vermilion and South Alberta Wool Growers,
the Interior British Columbia Wool Growers. Its functions were
officially described as follows: ‘“When a growers’ wool is received
it is graded individually, and a separate report made as to weight,
grade, cleanliness, soundness, etc. All weights, of course, are
Government inspected. The return to the grower is based upon
the selling price less the actual cost of handling. Marketing your
wool in this manner is (1) a system of co-operation; (2) is educative;
(3) you learn the fine points of wool production; (4) you know
exactly what your flock is producing; (5) you can select for superior
wool production.” Declining prices and a temporary lack of local
markets caused depression during the year at some points but the
Canadian market improved as a whole and good grading helped
in bettering the situation.

Flax-growing continued to expand and, in the production of
flax-seed, increased from 6,114,000 bushels grown on 463,359
acres in 1915, to 7,997,700 bushels from 1,428,164 acres in 1920;
unfortunately, the price had fallen in the latter year after rising
from $1.51 per bushel to $4.13 in 1919. Values, therefore, fell
from $22,609,500 in 1919 to $15,502,200 in 1920.

S. Frank Glass, m.p., of London, who had been pressing the
matter for years upon public attention, referred to it again in
Parliament on Mch. 24 when Hon. Dr. Tolmie, Minister of Agri-
culture, stated in reply that experimental work was being carried
on looking to the development and perfecting of machines used in
the flax and hemp industry. This was vital if the Canadian pro-
duct was to compete successfully in the world markets because
labour could be secured more cheaply in other countries than in
Canada. Canadian Flax-seed, however, the Minister added, had
been able to compete in the markets of the world with the best
seed there and flax from Canada was selling in Belgium, France
and Ireland. There was, also, a good market for the Canadian
product in the United States. Close attention was being given
to the grading of fibre and of seed. With regard to exhaustion of
land, through the growth of flax and hemp, he expressed the view
that this could be prevented by a proper rotation of crops.

A report from J. V. McKenzie, Trade Commissioner in Ireland,
indicated, a little later, that there was a possibility of Canadian
flax-seed ousting the Dutch product from the Irish market; much
seed had been imported there from Canada in 1918 and 1919 and
had proved popular. It was pointed out by W. D. Cowan, M. P.,
for Regina, that millions of tons of flax-straw were burned up every
year and that in the West good linen was now being made from
this by-product; he urged erection of linen mills in Regina and, as
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to the straw, said it was a fact that recent attempts at paper-making
in Canada from this material had been fairly successful while in
the United States it was either burned and used as a fertilizer or
boiled and made into heavy paper. The Halifax Herald of July 16
noted that in the days of the pioneers and, in fact, until some 50 years -
ago, many if not most farms, particularly in the eastern sections
of Nova Scotia, grew more or less flax and from it the women of the
households spun and wove linen, often of the best and finest, for
their own use and sometimes for sale. On July 20 a flax-harvester
machine was tested near Chatham, Ont., and proved remarkably
successful. Flax cultivation has not in modern times been popular
and its growth in Canada depended at this time upon certain
machinery being developed; upon this change in methods of pro-
duction depended, indeed, the entire future of linen as an industry.
It was pointed out by the Toronto Globe of Nov. 25 that flax was
rather an important crop in the Western Provinces, though grown
mainly for seed; in Ontario conditions were reversed, fibre receiving,
the first consideration. In 1919 the Canadian export of flax fibre
flax tow and fibrilla totalled $827,327 and the imports $71,566.

Agricultural events of the year included a record production
of potatoes—133,000,000 bushels—though the average price was
slightly less than in 1918 and only two cents a bushel more than
in 1919; a considerable growth in the Tobacco industry with 48,-
088,500 pounds produced, as against 33,770,000 1bs. in 1919 and
realizing $6,506,550; the statement of A. E. Wilson, Dominion Seed
Grain Commissioner (Dec. 4) that during the past season 20,500,000
bushels of seed grain had been purchased and distributed by the
Seed Grain Commission to the farmers of Western Canada; a
strong condemnation of olemargarine and of many advertisements
of it, which were characterized as fraudulent in intent, by the
Executive of the National Dairy Association, at Winnipeg on Feb.
17.  An interesting meeting of the year was the 2nd Convention
of the Western Canada Society of Agronomy held at Edmonton
on Dec. 28-29. Agricultural education was discussed at length by
representatives of the Manitoba College of Agriculture and Uni-
versity of Saskatchewan; soil drifting was another topic and Hon.
Duncan Marshall, Alberta Minister of Agriculture, stated that a
Soil Survey in his Province was to be started shortly under joint
Dominion and Provincial auspices; weeds and forage plants were
dealt with and the need for more diversified farming was urged by
H. A. Craig of Edmonton.

Resolutions were passed in favour of (1) a complete Soil Survey
\ of the Prairie Provinces; (2) closer co-operation amongst the
agronomists of the three Provinces; (3) a thorough investigation
| of the question of seeding down to grasses in drifting areas; (4) est-
| ablishment of new Meteorological stations in the West and better
| equipment of existing stations, with more attention to specific
. problems. Prof. T. J. Harrison of Manitoba Agricultural College,
. was elected President. Another new organization of the year
. was the Canadian Society of Technical Agriculturists which met
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at Ottawa on June 2-4 in its first Convention; L. S. Klinck, B.s.A.,
D. sc., President of the University of British Columbia and Pro-
fessor of Agronomy, presided and papers were read, or addresses
given, by prominent officials, Ottawa; Dr. ¥. C. Harrison,
Macdonald College ; George A. Putnam, Department of Agriculture,
Toronto; Professor H. Barton, Macdonald College; Tom Moore
President of the Trades and Labour Congress; Prof. J. W. Crow,
0. A.C, Guelph; Dr. W. P. Thompson, University of Saskatchewan;
Dr. A. B. Macallum, Chairman of the Research Council; Dr. M.
Cumming, N. S. Agricultural College; Dean Howes, University
of Alberta; President J.B. Reynolds, Manitoba Agricultural College,
Organization effected had been to (1) unite all workers in
scientific and technical agriculture in order to promote the scientific
and practical efficiency of the profession and make it of increasing
service to the agricultural industry; (2) to maintain high stand-
ards in the profession, encourage a national policy of agricultural
research and obtain for scientific work in agricultural research
greater financial support. Dr. Klinck was elected President and
F. H. Grindley, B. s. a., Ottawa, General Secretary-Treasurer.
Resolutions were passed as follows:

1. That as we have in Canadian agriculture a number of men who have
rendered most distinguished service, and who are without academic degrees,
therefore, be it resolved that this Society appoint a Standing Committee to
consider all such cases, and to bring the same to the attention of Canadian Univer-
sities.

2. 'That, this Convention approves the publication of a Journal of Scientific
Agriculture by the Society.

3. That the Agricultural curricula (Colleges, etc.), be amended to include
comprehensive . courses in market requirements, marketing methods, business
practice and the economics of production.

4. That a Committee be appointed to consider a comprehensive policy for
Agricultural Colleges in respect to the proper organization of research, experiment-
ation and plant-breeding—as being of vital importance.

An important new organization established under Govern-
ment auspices and encouragement at the close of 1919 (Letters
Patent of Dec. 30) was the National Dairy Council of Canada. Its
chief objects, as announced, were (1) to consider and advance all
matters tending towards the improvement of the Dairy Industry in
Canada, including production, manufacture, transportation, stor-
age and marketing; (2) to consider proposed legislation and re-
gulations both Provincial and Federal, and to assist in obtaining
such legislation and regulations as would be beneficial to the
Dairy Industry; (3) to promote Interprovincial co-operation for
the purposes of the industry and to obtain for it the position it
deserved as the most technical and complicated branch of agri-
culture; (4) to encourage the adoption throughout Canada of
uniform standards for dairy products; (5) to encourage productiomn,
uniform standards of grading and, by co-operation in marketing,
to assist in developing a better trade for Canadian dairy products;
(6) to co-operate with the Railways in securing the best conditions
for transportation, and a just equalization of charges therefor.
E. H. Stonehouse, Weston, A. A. McKay and J. M. Carruthers,
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Winnipeg, John Bingham and D’Arcy Scott, k. c., Ottawa, were
the incorporators; Mr. Scott became General Secretary and
Counsel, and during 1920 watched closely the public issues in
which these interests were concerned—especially in cases before
the Railway Commission.

There, were, during the year, a number of efforts to bring
together in friendly intercourse agricultural and industrial bodies;
in the West there had been an Association of bankers, business men
and farmers for some years and with useful effect; in Ontario there
were during 1920, meetings at Hamilton, London, Stratford, and
other Ontario points at which representatives of Boards of Trade
and Farmers’ Clubs met and exchanged views; the movement was
given an impetus by the success in the United States of the ‘‘Eastern
States Movement’’, started, in 1912 in Vermont,with the fundamental
idea of the city and country getting together, of manufacturer,
banker, farmer and merchant joining hands to create a more
prosperous agriculture. An incident indirectly connected with
agricultural conditions was the claim of the Toronto Farmers' Sun
(Feb. 11) that in the late War Canadian soldiers won 62 Victoria
Crosses, of which farmers won 13, or considerably more in pro-
portion than those obtained by any other class of citizens.

Presidents of Dominion Agricultural Organizations in 1920

Society President Headquarters
Canadian National Poultry Association Dr. R. Barne Ottawa
‘Western Canada Live-stock Union, G. H. Hutton Calgary
Canadian Produce Association H. R. Gray. Montreal
Dominion Bantam Association W. W. Simpson Guelph
Maritime Poultry Association J. R. McMullen ..Truro
Canadian Creamery Association J. A. McFeeters Toronto

Maritime Stock-Breeders’ Association

E. Trites
Canadian Hereford Breeders’ Association..,

L. O. Clifford.

Holstein-Friesian Breeders’ Association Neil Sangster.. ..Ormstown, Que
Canadian Co-operative Wool Growers' Ass'n... Lieut.-Col. Robt. McEwen ....Byron, Ont.
‘Canadian Florists’ and Gardeners’ Association.........\W. E. Groves. Hamilton
Canadian Seed Growers’ Association Dr. J. W. Robertson... Ottawa
Canadian National Live Stock Record Board............ Peter White, K.C........ Toronto
Canadian Goat Breeders’ Association A. French Vancouver

Western Canada Irrigation Association ...Hon. T. D. Pattullo.... Victoria

Canadian Society of Technical Agriculturists.. L. S. Klinck, D. Sc.. .Vancouver
Canadian Sheep Breeders’ Association. ... W. A, Dryden
Canadian Swine Breeders’ Association J. F. Roach
| Clydesdale Horse Association of Canada..................... James Torrance....
' Canadian Shire Horse Association James Bovaird..
Canadian Pony Society. J. M. Gardhouse..

Canadian Hackney Breeders’ Association.........

... W. E. Jewell.
Canadian Standard-Bred Horse Association....

..Sam McBride.

! Canadian Thoroughbred Horse Association J. J. Dixon
|| Dominion Shorthorn Breeders’ Association J. G. Barron
| Canadian Ayrshire Breeders’ Association ....Gilbert MacMillan s
Canadian National Record Board ‘Wm. Smith Oshawa

.

o

o

| Farm Prob- The 1,000,000 farmers of Canada in 1920 had
| lems of the  $5 000,000,000 of capital in Land, Buildings,
A}_"t‘,’“ Con-  Tmplements and Live-stock; their gross income for
| the Uniteq the year, in prices realized by the sale of wheat and
e United g )
| States: The other field crops, live-stock and various farm products,
| Non-Part.  totalled nearly $2,000,000,000. How much of these
|isan League. Values was real and effective, how much was milked

by middlemen, what portion of the Assets was solid

‘and substantial, is another question and one which can hardly
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be answered here; nominally and according to official figures, the
average wealth of the Canadian farmer was $5,000 and his
average gross receipts for the year $2.000. As to production,
the farmer and the manufacturer ran pretty close together.

In 1919 the estimated value of theindustrial product of Canada
was $3,015,000,000 and that of agriculture, proper, $1,455,000,000.
But, to the latter, must be added the value of live-stock sold or
slaughtered during the year at $180,000,000, the sales of poultry
and eggs at $40,000,000, Dairy products totalling $252,000,000,
wool estimated at $11,000,000 and fruit and vegetables of $40,000,-
000 or a total of $523,000,000; from the manufacturing total it would
also seem fair to deduct $262,000,000 of flour and grist mill products*
which were just as much agricultural products as were butter and
cheese, together with $186,000,000 of slaughtered animals and
meat-packing products, $85,000,000 of bread, biscuits and con-
fectionery and $14,000,000 of fruit and vegetable canning product.
If only one-half of this $547,000,000, or $273,000,000, were deducted

from the Manufacturing total, it would stand at $2,742,000,000

and if similarly, the $523,000,000 mentioned above and the
$273,000,000 just specified were added to the Agricultural total, we
would have $2,251,000,000 which would statistically clarify the
situation as between these two great national interests—though
it must be borme in mind that the figures in both cases were
gross and not net returns.

The Canadian farmer of 1920 was, in some respects, curiously
unlike the farmer of the past in Canada and of his own period in
many other countries. Sir Horace Plunkett, who knew agriculture
well and practically, once said, with absolute truth, that ‘‘the orderly
and safe progress of democracy demands a strong agricultural
population.” 1In this essential, Canada was at this time strong
but undoubtedly greatly changed; the events and conditions of the
war years had altered the one-time inherent conservatism of the
Canadian farmer into something approaching radicalism—the

words are not used politically except in so far as policies like the

Referendum and the Recall may be considered politics. President

J. B. Reynolds of the Manitoba, and then the Ontario, Agricultural

College, put an ideal position very clearly in the following wordsf;

The Canadian farmer is both a capitalist and a workingman. His capital
has been gained as the direct result of his own industry and thrift or as a heritage
from those who have been industtious and thrifty, and whose industry and thrift
he has seen and learned to respect. Property, therefore, to his mind, is not
merely money, the means of commanding the services of others less fortunate
than himself; his experience goes to show that property is the reward for the
exercise of admirable human qualities that make for good citizenship. Property
won in these ways will not readily be relinquished to those who advocate the
cruder forms of Socialism, the equal division of all property and of all rewards
for abstinence and industry, but who have neither sown nor reaped, nor gather
into barns. On the other hand, the Canadian farmer as a workingman, and

worker in the most productive form of industry, is capable, through his own

experience, of understanding the reasonable demands of workingmen in other

*Note—Bureau of Statistics, 1918-19 figures.
4Note—Canada, a Londoa journal, Jan. 15, 1921
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industries. He certainly believes in every honest worker enjoying the full returns
from his labour.

The farmer in Canada creates; he grows or raises the product
of his farm in a sense different from the work of the miner, the
lumberman or the fisherman. The latter produce in a sense, as
does the manufacturer, but it is in a different and less fundamental
form; the manufacturer of course, builds and improves and develops
but he does not create in quite the degree of the farmer. As Mr.
Reynolds said: ‘“The farmer more than any other worker is likely
to work for the love of the things he works with. He works with
living, growing things, which grow slowly and give opportunity
to observe and to study their growth. Living things respond not
only to manual skill, but still more to affectionate care.” But
the Canadian farmer had many and varied problems to meet in
these later days of changing civilization and larger cultivation.
Much of the political planning and proposals and organized effort
of 1919 and 1920 came from the West, and Western farming was
very different from that of the East—whether traditional or up-to-
date. ‘The man of the West had 160 acres, and often more, where
the eastern farmer, like his fathers, was content with 100 acres or
less; he had little clearing to do, the ground was usually level and
easy to work, machinery was largely utilized; the Westerner, until
very recently, went boldly and largely into wheat and took
chances upon one or two big crops of a single grain, while the East-
ern farmer rotated his crops, varied them in different fields and
always realized something; the man of the West, when he lost,
did so in a fashion which left him almost helpless—often seedless
and moneyless—though, if he won, he might make a small fortune.

Climatic difficulties were and are doubly difficult with the
Westerner but, by 1920, mixed farming was becoming more popular
and, as the average product per acre fell off on his lands the live-
stock increased. Conditions, however, were at this time difficult
in all the agricultural industry—after years of high prices. Values
were steadily falling though the probable level was nearly reached.
In 1917 the total value of live-stock had been 1,102 millions, in
1918 war conditions increased the amount to 1,326 millions, in
1919 it began to decrease and totalled 1,296 millions, in 1920 it
was down to a little over 1,000 millions;the British policy of ex-
cluding live cattle affected Canada as it did other countries and
the threatened tariff exclusion from the United States affected it
still more. Meantime, the cost of growing wheat had increased
from year to year with higher wages, more expensive animal feed,
higher freights; the 1920 crop was an immense one in total product
but Manitoba was disappointed in its average per acre, Southern
Alberta, after two years of comparative failure, had less than ex-
pected and much less than hoped for; owing to the fall in prices.
large areas were unremunerative though not unproductive.

Speculators did something to affect this situation though not

\ as much as charged; it was claimed that had the Wheat Board been

retained and prices upheld, the farmers would have had upwards
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of $50,000,000 more for their crop. If so, they would have suffered
later in a still greater collapse in price even if other countries would,
or could, for the moment, have paid the artificial and arbitrary
values. Even during the high price period it was contended that
the high cost of concentrates fed to cattle, and the cost of labour
in looking after them, largely balanced the increase in butter and
cream; that eggs were high becuase they were scarce and live-fowl
unproductive because of high cost of feeding. So with other pro-
ducts and similar arguments. But it was in the greater things
that the farmer suffered most—labour and transportation. Near
to many Canadian cities apples rotted on the ground because
labour was prohibitive in price; city people in consequence paid for
apples at a rate which only the profiteer could really afford. To
farmers, everywhere, freight rates doubled in the very period that
wages doubled or went up one-third, with shorter hours, to the
workman; in the West, harvest labour went to $4.00 and $6.00 and
for tractor men it rose from $4.00 to $8.00 while binder-twine
which used to cost 8 to 11 cents advanced to 20 and 26 cents.

However, and despite these difficulties, and details, there could
be no doubt of the large sums of money realized by farmers as
a whole during the War and up to the time when prices began to
fall. Farm areas in crop increased 60 per cent. between 1914 and
1919; the value of field crops grew from 638 to 1,455 million
dollars or 127 per cent.; the number of farmers in the country did
not increase, proportionally. W. L. Griffiths, Secretary to the
High Commissioner in London, visited Canada in June, 1920 and
on his return stated to the press (June 27) that: ‘“‘Signs are every-
where of prosperity without precedent among the farmers. I was
surprised to meet several farmers who began with practically
nothing and who now possess very considerable wealth. One
invested $16,000 in war bonds, and another $65,000.” ‘These
things were incidental, but there could be no doubt about the $35,-
000,000 paid to the farmers by the Wheat Board on Aug. 1st under
Certificates issued for the 1919 wheat crop sold by the Government,
and paid for at the rate of $2.15 per bushel, with the certificated
pledge that if more were realized it would be paid later. For this
crop of 130,000,000 bushels, over and above the 30 millions kept
for seed, $280,000,000 had, already, been received; it was estimated
at this time that the eventual price obtained was $2.55 per bushel
or $325,000,000.

Meanwhile, and in various details, the farmers’ condition had
been improving. In Ontario electrical appliances and light, heat
and power, served an obvious purpose in lightening work and lessen-
ing burdens. Everywhere the farmer was steadily improving his
operating facilities with varied forms of new and ever-better farm
machinery—at a price. Tractors for plowing and silo-filling and
transport, automobiles for transport and travel and commerce
and pleasure, effected a transformation, in many cases, with the
four great utilities of modern farm life—a good water supply, a
sewage disposal plant and effective heating and lighting systems—
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frequently present. Gradually, too, the isolation of the farm life
was passing away. The telephone and the automobile—of which
latter the farmers, as a class, were in 1920 perhaps the greatest {
purchasers, the establishment and development of the rural mail
service, the good roads movement and the roads policy of Dominion
and Provincial Governments, all contributed to improve the
personal position of the farmer and to enable a steadily-increasing
element of social life and interchange of political views, through
personal intercourse, to develop. With the decline in prices there
came, also, certain advantages. Wages began to fall and labour
was easier to get; with an adjustment in hardware, cement and steel
prices, building slowly became more feasible and much in this
connection was needed by farmers everywhere; farmers faced the
new year and low range of prices for their products with a record
in the immediate past of fairly economical living, payment or
reduction of mortgages, investment in Victory bonds and other
financial dealings which had put them, as a whole, in a solid con-
dition.

Incidents of development during the year included a succession
of prizes won by the Canadian Provinces at a Chicago Agricultural
and Live-stock Show of an international nature—Nov. 30 and
Dec. 1st; the apparently great success of the Cameron ranch-farm
near Lethbridge managed by C. S. Noble for the Noble Foundation,
Ltd., and comprising 20,000 acres with 13,070 under crop—part
of a property in Southern Alberta of 33,000 acres with 28,689 under
cultivation in August, 1920; the arrival at Winnipeg by Aug. 12
of 13,000 harvest workers with 30,000 expected for the West as a
whole, most of them demanding $6.00 a day and food, many of
them inexperienced and poor workers, others very much the reverse,
and many staying in the country as settlers.

Conditions affecting the Canadian farmer during this period
as a whole and during 1920, in particular, were very similar to
those prevailing in the United States. American farmers enjoyed
the high prices of the War and they suffered from the sudden
collapse which came toward the close of the year; like the Canadian
farmer they gained during the year from increased production,
like him they lost from decreased prices. Estimates* of this latter
loss between June and December ran to such high figures as $5,000,-
000,000 and $8,000,000,000; and E. T. Meredith, U. S. Secretary
of Agriculture, described the situation as a ‘‘national problem;”’
it was pointed out that corn had gone from $1.80 a bushel in June
to 84 cents in December, wheat from $2.80 to $1.90, potatoes from
- $2.50 or more to $1.50 or less. Average prices on Nov. 1st were 33
per cent. below those of the Spring though, against this, was the
fact that sterling exchange conditions gave the American farmer an
advantage which, in addition to his increased production, did
partially balance his loss on the exported product.

Back of this situation, however, was the refusal of Great
Britain, and the chief importing countries of Europe, to give up

*Note—New York Literary Digest, Jan. 8, 1921
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their control of grain-buying or to buy wheat at prices seriously
higher -than they could buy it for from India and other countries
such as—a little later—Australia and the Argentine. In statistics.
United States agricultural conditions were upon a very large
plane—the value of farm property in 1910 was $40,991,449,000
or an increase of 100 per cent. in ten years; in 1919 the aggregate
value of all crops was $15,873,000,000 and the total value of Live-
stock $8,830,000,000; in the same year the agricultural imports
totalled $1,782,435,000 and the agricultural exports $3,583,169,000.

Two things are evident from these figures—that very small
changes in price would make large totals and that imports and cx-
ports were upon a scale with which Canada could offer no compari-
son. About a third of the population of the United States was
engaged in or dependent upon agriculture; this 33,000,000 of people
were remarkable in their organizing powers and from them Canadian
farmers obtained many examples—good and bad; they also were
very jealous of competitive importations and this it was that
helped to keep Protection a dominant factor in national politics.
Hence the development of 1920 when the fall in wheat which was
caused, very largely, by the shrinkage in European demand for
export, came like a shock to the American and Canadian farmer.
The former took alarm in October at an import, within six weeks,
of 25,000,000 bushels of Western Canadian wheat for the mills of
Minneapolis and forgot the huge home consumption which such
a quantity could not possibly effect; he turned to increased Pro-
tection as a help and the Fordney proposals were, in part, the
result.

The United States has, in recent years, had the same problem
of drift from the farms to the city, the same rural depopulation
issue as Ontario was so worried over in 1919 and 1920. Its agri-
cultural population, according to Census returns, was 475 per
cent. of the people in 1870, 444 per cent. in 1880, 392 per cent.
in 1890, 357 per cent. in 1900, 329 per cent. in 1910. Cities
and towns grew yearly in size, abandoned farms, in New England
particularly, had long been a serious issue, the race of the young
men of the farm to the bright lights of the cities, a greater menace
than in Canada. But the general and basic situation was the
same in both countries—however it differed in degree. In the
United States, as well as in Canada, farm machinery, supplies and
equipment increased in cost during the War, while wages advanced
to a point which it taxed the resources of the farmers to meet—
the only difference being that conditions were a little more extreme
in the States, and especially so, after that country entered the War.
At the end of 1919 comparison as to certain farm costs over 1917
showed an increase of $90 to $140 for 3-inch farm waggons; $175
to $240 for row-binders and $300 to $450 for headers, $175 to $285
for swath-binders; $45 to $70 for disk-harrows and $35 to $62 for
timber per 1,000 feet. As to unrest amongst the farmers, the U. S.
Post Office Department in January, 1920, addressed certain
questions to 200,000 agriculturists and 50 per cent. of the 40,000
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replies received indicated that the writers intended to give up
farming or curtail acreage under cultivation for one or more of
these major reasons:

1 Inability to obtain labour to work the farms, as hired help, while the
farmers’ children were being lured to the cities by higher wages and easier living.

2. High profits taken by middlemen for the mere handling of food-products.

3. Lack of proper agencies of contact between the farmer and the ultimate
consumer.

A moderate view was presented in a Memorial addressed to
the President and Congress in February by the executive heads of
seven large National farmers’ organizations; it urged that low
prices for farm products could not be expected until the high prices
for what the farmer bought were reduced, and declared that labour
and capital should aid in facilitating the increased production
which was being demanded; in the middle Western States it was
contended by statisticians that the average cash income of farmers
was $2,150. Whatever the situation in debate it grew worse toward
the end of the year in actual fact—the U. S. Department of Agricul-
ture indicating a decrease in the value of 26 crops totalling $3,348, :
000,000 or 25 per cent. and in the value of farm animals a decrease
of $2,271,576,000—a total average loss of $200 per head of the
whole agricultural population.

So bad was the situation regarded that in September the Live-
stock interests appealed to the Government, in a large Deputation,
to create a fund of $100,000,000 to loan live-stock growers in order
to avert the sale of cows and young stock while, in December,
Agricultural Committees of the U. S. Senate and House, in joint ses-
sion, held hearings as to the condition brought about by the drop in
prices of farm products with a view to special relief measures—one
proposal being Government loans on chattel mortgages or ware-
house receipts. Here the comparison with Canada fails; there
was no such serious situation in the Dominion. Incidentally,
it was an extraordinary thing that prices of live-stock on this con-
* tinent should have declined in face of the world’s great shortage in
stocks of cattle, swine and sheep.

The Non-Partisan League of the United States continued in

| 1920 to be an object of interest to Canadians—particularly to those

in the West and to Farmers’ organizations which, in other Provinces,

| hoped to obtain political power. Born in North Dakota in 1915,

from the combined influence of the Society of Equity and the
| exertions of A. C. Townley, a local Socialist, its initial programme
. was the establishment of State-owned and controlled Terminal
| Elevators, Flour Mills, Stock-yards, Packing-houses, and Cold
 Storage plants, State Hail insurance and Single T'ax on farm lands,
| State inspection of dockage and grading, Rural Credit banks
1 operated at cost. - In 1916 it captured the State Legislature, Mr.
'Townley secured control of several newspapers, while the National
| Non-Partisan League was formed, headquarters established at
| Minneapolis and branches formed in other States; in 1920 a mem-

ibership of 300,000 was claimed with 50,000 each in North Dakota
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and Minnesota, 30,000 each in Idaho and South Dakota, 20,000
in Nebraska, and 15,000 in Iowa; in November, 1920, it polled
about 1,000,000 Presidential votes throughout the Union.

Meanwhile, the League had control of North Dakota, politi-
cally, and of its banking system to a considerable extent, as well
as of most of its newspapers and various industries; in some States,
notably Minnesota, it co-operated with the State Federation of
Labour; everywhere it stood for the public ownership of nearly
everything except land—in North Dakota State elevators were
established and were followed by State stores and State banks and
State industries. Taxes leaped upwards and, according to C. A.
Selden in a New York Times history of the League, in 1919 the
farmers paid a taxation total of $1,688,355 and between January
and March, 1920, a total of $4,540,826 or an increase of 169 per
cent.

In preparation for the 1920 elections, a lot of interesting leg-
islation was passed under instructions from Mr. Townley and the
League. One measure provided that any State official who made
the slightest mistake in any spoken or written criticism of State

enterprises should be imprisoned for one year or fined $500, or be

both fined and imprisoned, and be tried in any County, regardless
of his residence. Another measure provided that any voter who
lived more than one-half mile from a polling place could mark his
ballot at his home in the presence of a notary, and the ballot then
be sealed and mailed to the County auditor; as there were few
voters in North Dakota who did not live half-a-mile from the
polling booth, it was required that as many blank ballots should be
available for distribution as there were voters in any County; the
notaries were to be appointed by Governor Frazier, the League
representative, and in most of the Counties of the State the
auditors were League workers.

A third measure appointed a Committee of two members of
the House and three members of the Senate, which, on complaint

by a single person, could investigate any department or public

office or *‘any acts or conspiracies’ to destroy or injure the property
or reputation of any person or group of persons, to injure the credit
of the State or any of its industries, enterprises or utilities, or to
influence or control any election or primary. This Committee
could sit where it pleased, summon witnesses from any part of the
State and compel production of the books, records and corre
pondence of any private or public person, any business concern oi
any political association. Other similar laws were passed calculate
to give absolute control of the State into the hands of Townl

and his associates. 4

One of the developments of this situation was banking and
financial trouble. The Scandinavian-American Bank of Fa;: '

and many others came under control of the League and its St
officials. ‘The Bank of North Dakota, was specially organized
1919 to be the financial agency for carrying out the League

I
gramme of State-owned industries and, in order to provide the Bai# _‘
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with funds, all public monies, belonging to Counties, municipalities,
school districts or any sub-divisions of the State, were required
by law to be kept on deposit with it; the local Banks organized
under the State banking system were required to keep reserves with
it; in short, it was to be a central and reserve bank for the State
and its total deposits by June 30, 1920, were $26,500,000; its
President, J. R. Waters, had run a livery stable in Iowa and accord-
ing to a National City Bank Bulletin, it was, at the end of the year
practically insolvent. When the strain came at the close of 1920,
fifteen of the League-controlled banks suspended inas many days.

But these things were spread over many months and there
were in all the States interested in the League, many issues and
divergent conditions; all the restlessness and dissatisfaction of the
day, all the mistakes of political parties and the occasional mis-
government which existed, contributed to aid this organization in
the FElections; the fall in agricultural prices and contraction of
credit helped also. Yet the results in November were mixed. In
Wisconsin, North Dakota and Minnesota the League gained 2
Governors, one U. S. Senator, 2 Lieut-Governors, 7 Congressmen
and various minor State officials; in Montana, Nebraska, Idaho,
Washington, Colorado, and South Dakota, where there were many
Non-Partisan Leagues they did not elect a candidate. Dr. F. E.
ILadd, the Senator who was elected, had, however, issued a statement
of policy which showed but slight resemblance to the League policy
or platform. :

In Canada the League had made a start in Saskatchewan and
Alberta just as, in earlier days, the Society of Equity had established
itself in Alberta. Progress was made and in 1917 it had several
thousand members; further development was checked, however,
by the rise of the Grain Growers’ movement and, despite the large
number of Western American farmers in these two Provinces, it
had, by 1920, lost most of its influence; the Society of Equity had
also been absorbed by the United Farmers of Alberta. Non-
Partisans in these two Provinces approved strongly of the political
activities and 1920 policy of the Grain Growers and as a result,
suspended their own separate action; some of their Socialist views,
however, helped to mould platforms and policies—though not to
a serious extent and with no such possible results as in North Dakota.

The policy of the Borden and Meighen Govern-

The Dom- ments toward Agriculture was one of organized
inion Govern- Departmental work along lines of education and co-
"A“".t ‘l't'd _ operation with the encouragement of every inter-
The Wheey  ©St so far as it could be given. In this respect Dr.
Board and - F. Tolmie, as Minister, took up the work of Hon.
its Policy. T. A. Crerar and carried it on in various forms of
useful effort. The Dairy and Cold Storage Branch,

with its Market and other Divisions, did much during 1919 and
1920 to promote the sale of agricultural products in the best market
abroad—Great Britain; renewal of the cheese arrangement of the
former year was not acceptable to the Dairymen but, eventually,
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they found the 25 cents offered by the British Ministry of Food for
their cheese in bulk would have been more profitable than the
higher and speculative prices which they accepted for a portion.
The Dairy News-letter of the Department was found increasingly
useful and it should be remembered that during the War this
Branch looked after the purchase and shipment, on behalf of the
British War Office, of 2,274,050 tons of hay, oats and flour worth
$98,631,568; the Seeds Branch dealt with information as to seed
markets and production, testing and inspection.

It also controlled the Seed Purchasing Commission, organized
in 1916, which did such good work in the West and, in 1919 pur-
chased, cleaned, and distributed at cost 2,000,000 bushels of wheat
in districts where shortage existed—with a record in the Minister’s
Report for March 31, 1920 of the repayment of practically all the
$3,800,000 advanced for the purpose. It may be added that up
to September, 1919, the Commission expended for the purchase of
grain for seed a total $11,896,540 with, later on, refunds to the
Receiver-General of practically the whole amount. In 1920 the
Commission continued its work of protecting the Canadian farmers
and, especially, those of the West, against seed shortage. Its
methods were business-like and efficient.

Working capital was issued under Governor General’s Warrant,
sales were made on a strictly cash basis, and all moneys received
promptly returned to the Receiver-General.  The operations of
the Commission were confined chiefly to Western Canada where large
districts were from time to time subject to crop failure through
drought, rust or frost; but, during the war years of increased pro-
duction, seed of the cereal grains, peas, beans and corn were widely
distributed in Eastern Canada. The purchase price of grain for
seed purposes was based on current Grain Exchange prices to
which was usually added a small premium for grain of a quality
that would on re-cleaning, conform to the established grades for
seed grain. The Canadian Government elevators at Calgary,
Moose Jaw, Saskatoon, Transcona, Port Arthur and Quebec City
were used for assembling, storing, cleaning and distribution pur-
poses and Dominion seed inspectors stationed at these elevators held
responsible for the quality of the_seed grain. All sales were made
subject to a Seed grade certificate which was attached to the bill
of lading and selling prices were fixed to cover the average cost of
the grain, expenses in handling, incidental losses that accrued in
pr(l)cess of cleaning, transportation, and fluctuations on market
values.

During the 1920 season, the Commission purchased 1,040,424
bushels of wheat, 1,287,751 bushels of oats, 17,197 bushels of barley,
and 2,769 bushels of winter rye. Capital amounting to 3,807,000
was supplied by the Dominion Government and the year’s oper-
ations showed a credit balance of $185,396. The cost of main-
taining the Commission for the year was $24,077, which included
staff, salaries, travelling and office expenses and an inspection ser-
vice provided by the Seed Branch cost $16,405. The net balance,
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$144,913 was sufficient to pay a fair rate of interest on the $3,807,-
000 advanced on requisition of the Seed Commissioner.

In the Live-Stock Branch varied problems had to be dealt with
and new ones were constantly arising. The type and style of
horses raised in Canada and their present unsuitability and the
importation of pure-bred stock; the same policy of importation as
to cattle and the effort to prevent the slaughter or exportation of
young ewes and sows offered for sale at the stockyards or on open
market; the special relief policy in cases where shortages of feed
occurred in the West, were amongst the elements of work handled.
Of the Poultry Division, the Report for 1920 said: ‘“The idea of
perfecting a business organization has been developed to the point
of standardizing the product and the providing of a system of
inspection by approval to ensure a uniform article going forward.
A comprehensive Markets Intelligence service has been worked out,
and the mechanical part of collecting and marketing the product
has been fostered through the medium of co-operative associations,
through the extended instruction and demonstration in the art of
handling, in the advocacy of better methods of handling, more care
in packing and loading, etc. ‘The matter of economical production
and costs is being approached through the policy of stock improve-
ment, etc.”
The Markets Intelligence Division did a most useful work in
the effort to remove, as far as possible, all conditions detrimental
to the marketing of live-stock as regarded transportation, stock
yards accommodation, and the actual transaction of business in
public stockyards; it endeavoured to so familiarize producers and
feeders of live-stock with actual market conditions and trade re-
quirements, as to bring about more intelligent breeding and feeding
in the production of market classes of live animals, and to provide
a source of intelligence with regard to local, general, and world’s
live-stock production—such as might form a sound basis for local
production and give leadership to general live-stock development in
| the Dominion. Officers were placed at the Central Stock Yards

in Montreal, Toronto, Winnipeg, Calgary and Edmonton to under-

take the classifying, grading and pricing of all live-stock, and to
| obtain detailed information as to conditions in general and, in
|| 1919, 2,800,000 head of cattle valued at $200,000,000 had been
{ thus supervised. A Daily Markets telegraph service and an Inter-
| Stock yards service were also established. ‘The Sheep and Goat
“‘v Division did good work, the co-operative grading of wool was made
. acceptable to the wool trade of Canada and a help in obtaining out-
| side markets and improved prices; the Feed Division superintended
| the distribution of standard stock feed when needed.

An admirably managed and usefully developed side of the
| Department’s work was its Dominion Experimental Farms and,
\associated with these, were the Division of Animal Husbandry
- | and that of Field Husbandry, the Horticultural Division and others
. | dealing with Bees, T'obacco, Economic Fibre Production, Chemistry,
: lliBotany, Cereals; there were, also, a number of successful Illustration
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Stations and important work was done in Extension and Publicity;
the Experimental Stations at Chatham, Fredericton, Kentville,
Nappan, N. S., Ste. Anne, Cap Rouge, La Ferme, Kapuskasing,
Morden and Brandon, Rosthern, Scott and Lethbridge and Lacombe,
Indian Head, Summerland, Invermere, Agassiz, and Sidney, B. C.,
continued their excellent efforts in experimental work, instruction,
study of methods, and practical improvements in Agriculture.
The Health of Animals Branch administered the Act relating to
that important subject and dealt with such diseases as glanders, hog
cholera, mange, anthrax, tuberculosis, etc.; the latter was reported
in 1920 as steadily increasing in Canada. There was a Meat and
Canned Foods Division which inspected slaughtered animals and
watched such products as oleomargarine. The Fruit and Entomo-
logical Branches did good service; the International Institute
Branch kept the Department and its officials in touch with the
outer world while the Publications Branch, through the Agriculture
Gazette and its issue of millions of booklets and pamphlets did
admirable publicity work in diffusing knowledge and promoting
co-operative action amongst the Provinces and with the Dominion.
On March 17-19 a Conference of representatives from these
varied branches of Departmental work was held at Ottawa with
the Provincial Departments of Agriculture—all the latter being
represented excepting those of New Brunswick and British Columbia,
Dr. J. H. Grisdale, Deputy-Minister of Agriculture, presided, and
the following representatives of Branches were present: Experiment-
al Farms, E. S. Archibald, B. A., B. s. a. Director; Live Stock, H. S.
Arkell, Commissioner; Health of Animals, Dr. F. Torrance, Director-
General; Seed Branch, G. H. Clark, Commissioner; Fruit Branch,
C. W. Baxter, Commissioner; Publications Branch, J. B. Spencer,
Editor; Dairy and Cold Storage, J. A. Ruddick, Commissioner.
Alberta, Saskatchewan, Manitoba, Ontario and Quebec were
represented by their Deputy-Ministers in the following order:
H. A. Craig, F. H. Auld, J. H. Evans, E. B. Roadhouse and A.
Grenier, together with Prof. Cumming, Secretary of Agriculture
for Nova Scotia. The relation of the work of the Experimental
Farms’ Branch to that of the Provincial Departments of Agriculture
received a great deal of consideration, as did the place of the Ill-
ustration Stations in the agricultural efforts of each Province. As
a result, a Resolution was passed recommending the formation in
each Province of an Advisory Board, consisting of representatives
of the Federal and Provincial Department concerned, who should
consider and report upon all schemes for the placing of new Ex-
perimental Farms and Illustration Stations in each Province, and
also upon new lines of work to be carried on. .
Another subject dealt with was as to the best means of obtain-
ing young men for the Veterinary service and as to the nature of
the recently-established Herd System; the Live-stock industry was
thoroughly discussed and it was decided that, roughly speaking,
all matters in connection with Live-Stock production should be
under control of the Provincial Departments, while live-stock
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marketing, transportation and kindred phases of the situation
should be under the control of the Dominion Live Stock Branch;
in the matter of cow testing, it was agreed that grading for export
was a function of the Dominion Department, while the grading
for home consumption could be looked after by the Provinces;
prevention of losses in Western sheep and calves through the depre-
dations of wolves, dogs and coyotes was discussed and also the
grasshopper troubles of this year in the West.

During the fiscal year beginning March 31, 1920, the Depart-
ment obtained appropriations of $4,366,000 as against $3,648,000
in 1919-20 and of the former total $1,215,000 went to the main-
tenance of Experimental Farms, $170,000 for the enforcement of
the Destructive Insect and Pest Act, $165,000 for the development
of the Dairy industry and improvement of transportation, $140,000
to the Fruit Branch and $500,000 to the Health of Animals Branch;
$520,000 was allotted for the enforcement of the Meat and Canned
Foods Act, $975,000 for development of the Live-stock industry,
$350,000 for transport and expenses in giving assistance to the

_drouth areas of the West, and $225,000 for enforcement of the Seed

Act and the encouragement of production. There was a grant of -
$15,000 for the administration of the Agricultural Instruction
Act and, under this law, the annual grant to the Provinces for
promotion of Agricultural education, encouragement of Short
Courses at the Agricultural Colleges, assistance to Dairying, Live-
stock, poultry-raising, etc., maintenance of agricultural represent-
atives in districts, support of Agricultural societies and Women’s
Institutes, etc., was, during the year as follows:

Alberta. $ 66,965.62 ~ Prince Edward Island.................. $ 31,7490.22
British Columbia 69,199.06 Quebec. 271,113.76
Manitoba 77,113.11~ Saskatchewan.............. 81,728.48~
New Brunswick.. ... 04,110.80 Veterinary Colleges 20, .00
Novia Scotia. 81,716.69

Ontario L 336,303.26 Total $1,100,000.00

The allotment was supplementary to specific Provincial grants
and had proved, since its initiation in 1914, satisfactory to both the
Provinces and the farmers. The primary object of the policy was
to help the Provincial Agricultural Colleges—notably those of
Guelph, Ste. Anne, Winnipeg and Saskatoon—and in the years
1913-14 to 1919-20 a total of $1,890,143 was so expended. In
another specific direction the Government (though this action was
taken through the Department of Trade and Commerce) sought to
co-operate with the agricultural interests. Following the comple-
tion at Port Arthur, in 1913, of a large Elevator at a cost of $1,500,-

. 000, four other Public Elevators were constructed—Moose Jaw,

Saskatoon, Calgary and Vancouver—and by 1920 were all in
operation under the Board of Grain Commissioners. It may be
added that the Department of the Interior at this time did service
to settlement and production in the West, and elsewhere, by pub-
lishing lists of unoccupied lands for sale in the Prairie and Maritime
Provinces. During the 1920 Session of Parliament, Acts were

| passed amending in various details the Canada Grain Act, the
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Animal Contagious Diseases Act, the Oleomargarine Act, and the
Fruit Packages Act.

Incidents of the year, in respect to the Government and Agri-
culture, included the lifting, in August, of restrictions against the
export of cattle from Alberta and Saskatchewan to the United
States which had been in force for 25 years—as a result of Depart-
mental regulations prescribing ‘‘dipping” for Mange amongst
cattle; the pressure brought by certain Ontario farmers upon the
Dominion Government for the Standardization of farm machinery;
the statement by Dr. Tolmie, Minister of Agriculture, in the Com-
mons on May 14, that the capitalized value of the Experimental
Farms of Canada was $60,000,000, that $233,211,082 could be added
to the value of Canadian grain and potato crops by the use of first-
class seed, while by careful selection of breeding sires and expert
feeding of cattle, sheep, and hogs for slaughter, and also by the
improvement of breeding and laying hens, that sum could be
brought up to $508,500,000 in a year; the campaign instituted by
Hon. Dr. Tolmie and the Department to purify the live-stock of
the country, check the spread of tuberculosis and the sale of infected
meat and milk; the 4th annual enumeration by the Dominion
Bureau of Statistics and the Provjncial Departments of Agriculture,
in June as to the areas sown to field crops and the numbers of farm
live-stock——with the valuable data thereby obtained to help in
attracting agricultural immigrants and developing the country;
the appointment of E. S. Hopkins, B. s. A., M. s., as Dominion Field
Husbandman, of A. W. McCallum, B. sc. F., M. A,, as Dominion
Forest Pathologist, of J. F. Singleton as Chief of the Division of
Extension of Markets, of T. H. Reed, B. s. A., as Superintendent
of Dominion Experimental Farm at Lacombe, Alta.

The Canadian Wheat Board. An important branch of Agri-
cultural work was handled in 1919-20 by this Board, constituted
on July 31, 1919, with James Stewart of Winnipeg as Chairman,
F. W. Riddell as Vice-Chairman, and a Board which changed
somewhat in personnel,* but was representative of various
agricultural interests and included H. W. Wood of Alberta and
Col. J. Z. Fraser of Ontario. The most important clauses in the
powers granted to the Board by Parliament were (1) authorizing
it to “take delivery of wheat in Canada at any point and to pay
by way of advance to the producers or to other persons delivering
wheat to the Board, such price per bushel as may be approved
by the Board” and to provide Participation certificates under
which payment would be made to those concerned, of moneys
obtained by the Board’s sale of the wheat over and above the
rate originally allowed, and (2) to fix maximum prices or margins
of profits under which flour and other wheat products could be
sold by millers. The initial and gross price paid farmers was
$2.15 per bushel; the amount to be paid in future was to be less
the Wheat Board’s expenses in the sale of the product.

*Note.—See The Canadian Annual Review for 1919, pages 330-1.
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The work of the Board during this period was highly praised
by men otherwise strongly opposed to the Dominion Government.
In the Winnipeg Guide of June 16, Hon. George Langley of the
Saskatchewan Government wrote: “The Wheat Board has pur-
chased grain at whatever price it chose to pay and has sold it at
its discretion wherever and whenever it pleased, following out
the instructions of the Order-in-Council by securing the highest
price available in the countries abroad and selling to the consumers
at home at a price fairly approximating to the export price. It
has been, in fact, a co-operative, purchasing and marketing body
maintaining, only as an unavoidable expense, a staff of servants
sufficient to keep its records and a staff of auditors sufficient to
check and verify those records. The whole work of the Board
will, in all probability, be covered by the sum of $250,000, and
when it is borne in mind that the Board will have handled in
the neighbourhood of 125,000,000 bushels of wheat this will
represent a charge of less than a quarter of a cent per bushel.”

As the American market prices during a part of this period
ran higher than Canada, some of the farm organizations and,
notably, the United Farmers of Ontario, declared that the Board
or Government should pay these expenses; H. W. Wood, however,
told the Alberta organization on Jan. 19 that when the certificates
were cashed Canadian farmers would, even with expenses de-
ducted, get as much as those of the United States. As a matter
of fact, the result of H. C. Hoover's price-fixing policy in the
United States, when he was Food Administrator, was not so
satisfactory as the Canadian method and Senator Arthur Capper’s
Bill in April proposed to authorize the U. S. Secretary of Agriculture
to investigate and determine the amount of loss to the farmers
and make payments from the $1,000,000,000 guarantee fund
which was allowed the Food Administration at its organization.
The measure of loss to the U. S. farmers was estimated at 60 cents
a bushel.

On Jan. 31, the Board ordered the price of wheat to mills in
Canada at $2.80 per bushel for No. 1 Manitoba and Alberta No. 1
Red Winter with prices for other grades running down to $2.5014
for No. 1. B. C. wheat; on May 8, the price was increased to $3.15
per bushel running down to $2.9014 for the B. C. variety.  Prac-
tically this was an increase of 35 cents in the Western Provinces and
40 cents in British Columbia, Ontario and Quebec.  Another
regulation increased the maximum prices for bran and shorts to
the extent of $3.00 per ton. An Order issued on Apr. 8 by James
Stewart, Chairman, after two days’ conference with the chief
milling Companies, ended Flour control and from this date the
Board withdrew the maximum price on flour sold for domestic
purposes, whilst retaining control for a brief period of the prices of
wheat.

In Parliament on May 10 Sir George Foster stated that the
Government had not yet contemplated renewing the term of
office of the Wheat Board which by law expired when the entire
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wheat crop of 1919 had been marketed—probably about Sept.
1st, 1920. Full payment on Participation Certificates could not
be made, he added, until all the crop had been marketed, and
payments and expenses adjusted. Farmers holding these certifi-
cates could reasonably count on receiving at least 40 cents per
bushel in cash payments for the certificates. By a measure intro-
duced on June 24 the Minister assumed power to establish the
Board for another year by Proclamation—if circumstances made
it desirable. On July 21 Sir George Foster told the Commons
that the Wheat Board would pay fifty per cent. of the amount
due to farmers out of the profits made by the Board on or after
July 15. Interviewed as to the exact effect of the announcement,
Sir George stated that the price of last season’s wheat crop could
not yet be decided. Several million bushels remained to be dis-
posed of but, meantime, the Board would be able to make a 50 per
cent payment to wheat growers and this would be not less than 20
cents per bushel. The balance would be payable when the market-
ing of last season’s crop was completed, and not later than the
end of the present year.

Meantime, on Jan. 5th, the Canadian Council of Agriculture
had met in Winnipeg and passed a Resolution describing the
abnormal condition of markets abroad and the possibility of
Government control of prices remaining in operation, and added:
“Therefore, be it resolved that the Council of Agriculture, while
not at this date declaring upon the principle of Governmental
control as a permanent policy, believe it is desirable to continue
national marketing of Canada’s wheat product, at least so long
as the principal countries importing Canadian wheat retain Govern-
mental control of their imports and distribution.” H. W. Wood pre-
sided and Messrs. T. A. Crerar, R. W. E. Burnaby, J. J. Morrison
and about 27 other leading members of the Farmers’ organizations
were present. At this time 50 cents had been added to the Govern-
ment price for Western wheat and the action evoked a vigorous
protest from Hon. M. W. Doherty, Ontario Minister of Agriculture
in a telegram to Mr. Stewart as to certain phases of the increase:

Desire to protest strongly discrimination against Ontario wheat made by
latest Order of your Board 2+ announced in the press here. Former regulation
fixed price Ontario wheat, Montreal same as Western wheat, Fort William. ‘This
operated as discrimination of 17 cents a bushel against Ontario wheat and was
attributed to difference in milling qualities. Always felt this difference too great,
but present regulation increasing Western wheat 50 cents a bushel and leaving
Ontario price as before means discrimination of 67 cents a bushel against Ontario
Wheat. Feel this is not in accord with the relative value of the wheat as shown
by previous quotations both in fixed prices and in open market. Strongly urge
this point be reconsidered in justice to Ontario farmers.

Mr. Stewart promised consideration. During the next few months
there were various expressions of discontent over the wheat price
originally received from the Board but, as time passed, and wheat
showed signs of falling prices, these expressions grew less frequent,
and there was a growing tendency to urge continuance of the
Board. But the earlier feeling had been strongly cultivated and
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expressed in days when the Western farmer was compelled to take
a lower price than the Americans were getting for their wheat
and lacked faith in the value of the Certificates; it had made the
Board unpopular in some sections of the West, and it never was
very strong in the East. Amid all these conflicting opinions there
was a natural mingling of surprise and pleasure when the official
announcement was made as to the Certificates.

Meantime, a statement on July 16 that the functions of the
Board as to the coming crop were not to be continued was variously
received. Sir George Foster in his statement of reasons to the
House was explicit in declaring that the factors which influenced
the Government in forming the Board—that in Europe all buying
of wheat was controlled by Governments, that financial regula-
tions abroad required constant Government intervention and
that the United States had established Government control of
the purchase, sale and price of wheat—no longer existed. Pur-
chases in Europe were not controlled in combination but by
isolated nations, and under competitive conditions, United States
Exchanges were open for trading in December and later options,
and there was no longer any embargo upon imports of wheat or
flour: ‘““Under the circumstances, the Canadian Government has
decided to take no steps at present to proclaim the Enabling
Act, which means that the present Wheat Board will not function
insofar as the crop of 1920 is concerned, and that the marketing
of this crop will revert to the usual and normal methods of pre-
war times.”

In June the Council of Agriculture had again urged the
continuance of the Board for the handling, at least, of the unsold
balance of the 1919 crop and the Grain Growers’ Guide now de-
nounced the action or inaction of the Government; the ensuing
and very rapid fall in wheat—about 60 cents a bushel in two
weeks—caused the Government to be bombarded with appeals
for a continuance of Government control over the 1920 crop, also,
and statements were made that failure to do so meant a loss to
the country and the farmers of $100,000,000; the Regina Leader
and other forces opposed to the Government denounced it vigorously
for not helping to uphold the price of the farmers’ chief crop and
pointed out that the four wheat States of Australia had joined in
an effort to do this despite Great Britain’s announcement that the
price of the nation’s food must come down and that she must buy
in the cheapest market.

Following the termination of its control on Aug. 31., a vigorous
campaign was inaugurated in the West for the revival of the Wheat
Board: in Alberta, the United Farmers’ instructed their Locals to
study the Government sale of grain and the general question of
National marketing as ‘‘a direct step toward the complete state
control and handling of all commodities and business.”” It was
pointed out that under this system of national marketing, the farmer
was assured of getting the average price that his wheat would
bring on the world’s markets throughout the 12 months during
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which it was marketed; this was a real advantage and so was the
stabilization of prices. The great difficulty was the risk of waiting
for a long time for payments if world-prices should be so uncertain
and irregular that the National Board could only pay a small
amount in advance. On Oct. 22, the Canadian Council of Agri-
culture confirmed its resolutions of January and June and urged re-
appointment of the Board. During the end of October and first
week in November, District Conventions of the Saskatchewan
Grain Growers were held at Weyburn, Verwood, Shaunavon and
Wynyard; resolutions were passed in favour of the Wheat Board
and some strong addresses along this line made by J. B. Musselman
and J. A. Maharg, M. P.

In the Saskatchewan Legislature on Nov. 10, Hon. George
Langley spoke at length on the subject, declared that the farmers
of that Province, alone, would lose $130,000,000 by the discontin-
uance of the Wheat Board and carried a Resolution stating that the
Board had marketed the 1919 crop to the great satisfaction of the
farmers, claiming that the opening of the Grain Exchanges in cer-
tain countries and in Canada was the cause of the decline of 75
cents a bushel in the price of wheat and urging the Dominion
Government to re-appoint the Board with James Stewart as
Chairman and F. W. Riddell as Vice-Chairman to take charge of
and market the balance of the 1920 crop. Meanwhile, H. W. Wood
had told a meeting at Wynyard on Oct. 23 that wheat could un-
doubtedly have been kept up to at least $2.50 a bushel this year
had the Wheat Board been re-established and that the Government,
through the Board, could have sold 10,000,000 bushels of wheat at
this price and under these conditions. Referring to the earlier
objections of the Western farmers to the Board, he declared that
it was due to the fact that the market was high and there was a
feeling that it might go higher: ‘“This Spring there was very little
opposition to the Board; only about one-tenth of the people were
opposed to continuing wheat control under a Board; the big interests
were against the Wheat Board.” The other view, and the one
which, apparently, prevailed in the end, was expressed by the
Toronto Globe on Sept. 22:

The conditions which made Government price-fixing or guarantees in respect
of wheat advisable no longer exist. The market should be left to find its natural

level. To raise the price of wheat artificially in these days of dear food would
be class legislation and bad economics. It would be equaily deplorable if wheat

growers combined to restrict selling until they were paid what they demand.
One hears of dairy farmers reducing their herds so as to create a scarcity of milk
with the object of raising prices to levels which yield excessive profits. Limit-
ation of output is as indefensible on the farm as in the factory.

The functions of the Board as to the 1919 crop were con-
tinued to the close of 1920 and afterwards so far asthe reclaiming
of Participation Certificates were concerned but the Government
would not allow any control of the 1920 crop.  During its existence
the Board had great difficulties to overcome; its plan, as finally
adopted, resembled closely the ‘“‘pooling’”’ method by Australia
and worked out beneficially in the end; the powers given were wide
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and included control of the sale of wheat in the home market as
well as for export and also the export trade in flour and, for the
first six months of the crop season 1919, it controlled the millers’
selling price for flour in Canada; it established an initial selling-
price for wheat and gave Participation Certificates to the producers
under which they were to receive at the end of the season whatever
the pool would yield. It was created because the usual channels
of trade were unable to function properly and because the chief grain
countries or purchasing countries were under a system of Govern-
ment control in this connection; it ceased operations because these
external conditions had vitally changed.

Meetings of the Board or of special Committees at Winnipeg,
Regina, Edmonton and Calgary, with sittings also at Montreal,
Toronto and Fort William kept the members in touch with public
feeling and conditions; the trail blazed by the Board was a new
one for North America and even the Australian experiment had
not really been tested; when wheat was high the farmers naturally
wanted an open market and when it was low they wanted the Board
to fix prices; transport conditions, American embargoes, fluctuating
prices, opposing interests of miller and farmer, all added to its
difficulties; doubts amongst the farmers and in a section of the

. press as to the value of Participation certificates caused consider-
| able selling and the announcement of May 5 as to their being worth
| not less than 40 cents was for the purpose of checking this pro-
cedure. It may be added that the interim dividend which com-
. menced on July 15 realized $38,000,000 by the end of October and
that the price realized for the whole crop, based upon No. 1 Northern
| in store at Fort William was $2.63 per bushel; the farmers at shipping
| points averaged $2.50 or 25 cents more than the average paid for
' the same crop to the United States farmer—the price of bread,
| averaging, according to the Board of Commerce, 124 cents less
than was paid by the American consumer.

This was an interesting year in the history of
! ;I;Ih;oliﬂ’i"c‘:?“ the Agrarian movement in Canada; it was marked
| Formation, by the definite formation of a mew political party
of the Nat- which was Federal in scope and aimed at ultimate

| ional Pro- leadership of the House of Commons and control of
f,’;‘t’;"iea 4. the Government of Canada. Inm its inception, the
ership of Farmers’ Party, as it was generally called in its early

Mr. Crerar. stages, was a series of Provincial units, organized to
secure certain economic and local benefits for a mem-
bership which was entirely recruited from the farming class, and
which operated under different names—Grain Growers in the West
Wnd finally United Farmers in all the Provinces but one.
1 The aims of these Provincial units differed in detail according
to locality. In Ontario the United Farmers' organmization was
\ formed chiefly to remedy the evils, real or supposed, of rural de-
population, the drift to the cities, the alleged poverty of the farmer;
in the Western Provinces, where depopulation was not an issue,
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the main objects were more profitable marketing conditions for
the farmers’ products and changes in the Tariff. These various
organizations, were, at the close of 1920, loosely bound together
for common action by the Canadian Council of Agriculture, which,
during the World War, had acted, at times, in an advisory capacity
to the Federal administration and had materially assisted in the
campaign for greater production which characterized the later
years of the conflict. In the Canadian West the idea of indepen-
dent political action was seriously considered during 1919 and its
acceptance greatly aided by the success of the Non-Partisan League,
an agrarian organization in North Dakota and other Western
States, which had shown the possibility of the farmer obtaining
political power.

Then came the final impetus to the formation of an-indepen-

" dent political party, operating from the Atlantic to the Pacific,
in the success gained by the United Farmers of Ontario who had
returned 44 members to the Provincial Legislature at the Elections
of October, 1919. The resulting deadlock led to the task of ad-

ministration being entrusted to a Prime Minister and Cabinet

nominated by the Executive of the U. F. O. with the appointments

subsequently ratified by that body in Convention assembled. The
beginning of 1920, therefore, found men in most of the Provinces

of Canada and, especially in the West, inspired by this unexpected"
turn of events to regard seriously the possibility of an Agrarian

success in the Federal arena. In the first week of January steps
were taken, through a gathering of inter-Provincial representatives
at Winnipeg, to give definite shape to these political aspirations;
and the entire year was occupied in efforts to give the new organ--
ization—which finally became known as the National Progressive
Party—a far-reaching and comprehensive influence.

The first effort was directed toward arriving at some basis of"
common opinion and action—a task facilitated by the creation and
acceptance amongst all the organizations, toward the close of
1919, of a National Platform of fiscal and economic policy* which:
was termed, for short, the New National Policy. It was hampered

at times by the fact that the very essence of life in the various Pro-

vincial units had been independent action; and that many of those
who had been instrumental in forming the Grain Growers
Associations of the West were dubious as to the conversion of wha
had started as an economic movement into a political or partis
campaign. It must, also, be said that, though the National Pro-
gressive Party did achieve practical unanimity on fiscal and other
Federal matters, the close of 1920 found some of the Provincial
units taking diverse action on other questions—especially in tk
relation of the new Party to labour organizations and to existi
Governments in the individual Provinces.

y Eventually, and in order to secure a working basis, it was de-
cided that the Party should confine its activities solely to Federal

*Note.—See Agricultural Section in 1919 volume for full details.

»

|
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issues, leaving the various Provincial units to deal with local prob-
lems according to their own views of expediency. Although, in
Ontario, Mr. Drury had formed an alliance with the Independent
Labour Party, in Manitoba the Farmers declined an alliance with
the Labour elements and decided to support the Norris (Lib-
eral) Adminstration. A dis-inclination to unite with Labour, or
to oppose the Liberal Government of Mr. Martin was also apparent
in Saskatchewan. In Alberta, on the other hand, the United Farm-
ers announced themselves as opposed to the continuance in office
of either of the historic parties, and were equally adverse to a
labour alliance. Indeed, it became clear during the efforts to perfect
the Federal organization, that the idea of an Agrarian class move-
ment, opposed to all other political parties, was more deeply en-
trenched in Alberta than in any other Province of Canada. In
Quebec, the Maritime Provinces and British Columbia, the United
Farmers’ movement during 1920 attained considerable strength but
their political action was not taken as organized units.

It was, perhaps, the success which the name “United Farmers”
attained, in appealing to the sentiments of rural Ontario, that led
the Grain Growers’ organization of Manitoba to adopt the same
designation in place of their original name and which prompted
protagonists in other Provinces—Quebec, British Columbia, Nova
Scotia, P. E. Island and New Brunswick —to adopt this name also.
Generally speaking, the year 1920 was one of great expansion for
the United Farmers’ movement, and the total membership at its
close had grown to an estimated total of 30,000 in Alberta, 40,000
in Saskatchewan, 15,000 in Manitoba, and 50,000 in Ontario, with
7,500 in the Maritime Provinces.* The increase in the year
was about 15,000. This growth may be attributed, partly, to the
optimism aroused by political victories, partly to the general desire
of the farming class for a political action which might preserve, in
some degree of permanence, the highly-profitable conditions en-
joyed during the World War, partly to Western Free trade tend-
encies arising out of proximity to, and assimilation with, the people
of the United States and their great home market.

The National Progressive Party came into official existence at

a Conference called by the Canadian Council of Agriculture and
held at Winnipeg on Jan. 6, with 100 delegates present from
Ontario, Manitoba, Saskatchewan and Alberta and one represent-
ative from New Brunswick (G. Grassie Archibald). Amongst the
. delegates were R. W. E. Burnaby, J. J. Morrison, Lieut.-Col.
J. Z. Fraser, T. G. Sandy, m.L.a.,, R. M. Warren, mM.L.a., Harold
Currie and J. W. Kennedy, m.p., of Ontario; Hon. T. A. Crerar,
John Kennedy, J. F. Reid, m. p., Peter Wright, W. R. Wood, G. F.
Chipman, Mrs. J. S. Wood, J. R. Murray and J. M. Pratt of Man-
| 1toba; F. W. Riddell, R. M. Johnson, John Evans, Hon. G. Langley,
| A. G. Hawkes, J. B. Musselman, Mrs. John McNaughton, W. J.
. Orchard, of Saskatchewan; H. W. Wood, C. Rice-Jones, Percival

} *Note.—Information due to courtesy of Norman Lambert, Secretary of the Canadian
Council of Agriculture, Winnipeg.
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Baker, Rice Sheppard, Mrs. Irene Parlby, H. Greenfield, Mrs. G.
F. Root, S. S. Dunham of Alberta. The Western delegates re-
presented every Federal constituency in the three Provinces.

The Conference was presided over by Henry Wise Wood, Pres-
ident of the United Farmers of Alberta, and was addressed by
various leaders of the Agrarian movement. J. J. Morrison, of Tor-
onto, Secretary of the United Farmers of Ontario, to whom much
of the success of his party at the polls in 1919 was attributed, re-
ceived special attention as did the Hon. Thomas A. Crerar, M.P.
for Marquette and until recently Minister of Agriculture. Mr.
Crerar’s prestige was increased by the fact that, as President
of the United Grain Growers, Ltd., the Farmers’ chief financial

and commercial corporation, he had shown great business ability.
It was decided that, in the interests of the projected party, any =
differences existing as to policy and constitution should be threshed

out in private with a memorandum to be later handed to the press.

These differences were supposed to centre around the question
of whether the new Farmers’ party should be a class or group
movement seeking public recognition for its special interests on
the lines frequently enunciated by the Chairman, Mr. Wood of
Alberta, or whether it should be a party of wider purpose seeking
the franchises of all classes of the community, which was the view
taken by Mr. Crerar. Ultimately, the stand of the latter was sus-
tained and, at the close of the Conference, three Resolutions were
issued for publication. They were prefaced by the declaration
that the Farmers’ organizations had long been struggling for
better government in Canada; that the need had become very great
for combined action to bring into effect the Farmers’ Platform of
of the Canadian Council of Agriculture; that this “New National
Policy”” was based upon ‘the greatest good to the greatest number
of people living in Canada without regard to race, creed or occupa-
tion’’; that it was “in no sense a demand for special legislation to
benefit the few at the expense of the many’’ and that the Platform
was not a ‘‘vocational class platform’’; that the strength of the

movement, so far, had been based upon and aided by Provincial |

machinery and organization. The actual Resolutions were as
follows:

1. That we, the members of the Canadian Council of Agriculture, in con-
ference with the accredited delegates of the Federal Electoral Districts of Alberta,
Saskatchewan and Manitoba, and the representative of the rural districts of
Ontario, do declare our intention of electing as many representatives as possible
to the House of Commons at the next general election, who will endeavour to
bring the Farmers’ Platform into effect, and to this end invite the support and
assistance of all citizens who believe in the principles enunciated in this Platform.

2. That this Platform shall be known in future as the New National Policy.

3. That political activities under the auspices of the organized Farmers®
movement shall continue for the present to be conducted on a Provincial basis,
according to any plans which the existing organizations may see fit to adopt.

The decision of the Farmers’ representatives to fight in the
Federal field was regarded as a momentous one by politicians every-
where, and the grant of complete freedom of action to various
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Provincial organizations was recognized as the wisest course under
the circumstances-—especially as the suggestion of an alliance with the
Independent Labour Party, along Ontario lines, had been discounten-
anced by the Western delegates in their statements to the press
prior to the meeting. The Conference refrained from naming a
Party leader, but from the outset it was understood that the hon-
our would fall to Hon. T. A. Crerar as the most prominent of the
small group of Agrarian members returned to the Commons in 1917
and which had since been slightly enlarged in numbers. An active
propaganda to secure support for the new Party was at once em-
barked on, with the machinery already provided by the Canadian
Council of Agriculture and Secretary—Norman P. Lambert of
Winnipeg.

From this time on, and throughout the year, the chief point of
controversy was whether the party should or should not develop
into an economic class group. On all possible occasions Mr. Crerar,
at first the putative and presently the official Leader, denied that
such was the intention. But, on Jan. 22, H. W. Wood, who had
made the United Farmers of Alberta financially the most powerful
of all the Provincial units, up to that time, made the following
statement to the Convention of the U. F. A. at Calgary: ‘“We are
now an economic group preparing to take political action. . . .To
repudiate economic class organization would certainly be to re-
pudiate the right of the U. F. A. to exist. If the Convention had
refused to endorse the principal of group organization for political
purposes, it would have repudiated its own action of last winter in
deciding to take political action.” A month later Mr. Wood gave
an interview to The Times of Victoria, B. C., (Feb. 24) in which
he said: “We want to be a great force in re-adjusting economic
class relationship. Who is going to deal with these problems? The
classes have got to deal with them. These problems will never be
solved until they are solved by the classes themselves with each
class represented by expert representatives.”

The discussion as to whether the new party was or was not a
class organization, which thus arose at its inception, was debated
in the House of Commons, and on almost every political platform
in Canada, within the next few months. In the Resolutions above
quoted, no definite information was given as to the public policies
of the new party, save by endorsation of the Farmers’ Platform
of 1919, but Mr. Wood, in a Manitoba Free Press interview on Jan.
12, was explicit: “One of the chief things the Farmers have stood

' for all through the history of the movement is radical change in,
if not complete removal of, the present fiscal policy; they main-
tain that a fiscal system that levies taxes in order that certam
industries may be promoted, is morally and politically wrong.’

- He maintained that such changes would be for the benefit of all
| classes of the community and that, therefore, the movement was

|| not selfish or necessarily designed to favour a group or class.

Mr. Crerar’s first public address, after the creation of the
gl‘ new party, was made on Jan, 22 at the U. F. A. Convention,—

1
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also addressed by H. W. Wood as above; he outlined the Farmers’
Platform and eulogized it as “The New National Policy for
Canada.” He condemned the management of Canadian Railways
in the past and advocated a complete re-valuation of all railway
assets in the future: ‘The whole thing should be gone over, their
worth put down to a sound value and the difference written off to
the Debt of Canada. When this has been done, these roads are
placed in the position where they can have a fair chance to compete
in the public business of the country.” He denounced all pro-
posals for compulsory military training and claimed that the War
was won by the man in the factory and on the farm as much as by
the man with the musket; he protested against the adoption of any
Canadian Naval policy until the terms had been freely discussed
by the Canadian people; he took the same view with regard to all
proposals for closer Imperial relations. At considerable length
Mr. Crerar also condemned the existing fiscal system and the pro-
tection of industries. Subsequently in addressing a meeting of the
Schoolmasters’ Club of Winnipeg, on Feb. 12, he held that Union
Government had more to do with the formation of a Farmers’
party than any other cause. Electors who had consistently voted
for parties all their lives then, in the face of a national need, sank
party affiliations and they, now, no longer felt obliged to live up to
party traditions.

Meanwhile, the formal process of organizing the new Party as
a Parliamentary group occurred on Mch. 3rd., at Ottawa, shortly
after the Commons had assembled for its annual Session; a group
of 11 Members from various parts of Canada, who had decided to
support the new movement and had taken their places on what were

known as ‘‘the cross benches,” formed and held a separate caucus

and constituted themselves an Independent Party. The Hon. T.
A. Crerar was elected Parliamentary leader, with Dr. Michael
Clark, m.p., of Red Deer, and J. A. Maharg, M.p., of Maple Creek,
as lieutenants. Levi Thomson, k.c. (Qu’Appelle)was chosen Chief
Whip and Messrs. J. F. Reid and J. W. Kennedy, Deputy Whips.
Others present were Thos. MacNutt, and R. H. Halbert, O. R.
Gould and T. W. Caldwell and J. F. Johnston. ‘The Caucus decided
to support or oppose the Administration as it deemed best and to
take the initiative in opposition if thought advisable. On the
afternoon of the same day, when the House met, the new group
was subjected to attacks by members of both the old-line parties.
W. F. Cockshutt (Cons.) attacked the Agrarian movement as
dangerous because it proposed to set class against class and ignore
the urban people; Arthur Trahan (Lib.) declared that such of them
as were then in the House had voted in 1918 for the conscription
of farmers’ sons.

The first question the Progressives voted upon was a Liberal
amendment to the Address in reply to the Speech from the Throne,
which called for an immediate general election. At the pre-
liminary caucus there was said to have been a difference of opinion
because there was some feeling in the West—from which most of
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Mr. Crerar’s supporters came—that an election should be de-
layed until after a new Census and re-distribution of seats, which
would, probably, give fuller representation to that section of Canada.
It was decided, however, that in order to prove to the country that
the new group was really an Opposition, the amendment should be
supported. In his first Parliamentary speech as leader, which
occurred on March 4th. Mr. Crerar paid a tribute to his former chief,
Sir Robert Borden, and deprecated the idea that his support of
Mr. King's amendment should be construed as a reflection on the
Prime Minister; he held, however, that the work of the Union
Government had been accomplished when Peace was proclaimed,
and that it had now become that Government’s duty to appeal
to the country.

The major portion of his speech was devoted to an attack on
the Protective tariff which he described as a form of state socialism.
At the same time he was moderate in his expression of policy:
“The question has been asked as to where will the revenue come from
if we do away with the protective tariff? In that respect I have
just this to say, that I am not at all sure that we would not get more
revenue, for instance, out of woollen duties if they were on a basis
of 15 per cent. than when they are on a basis of 30 per cent. But
Agrarians—and I thank my Hon. friend from Brantford (Mr. Cock-
shutt) for coining that title for me—do not wish to sweep away the
tariff at one fell blow as'some people are trying to make out; that
is not their policy. Broadly speaking, their policy is based on the
principle that the implements and tools of production should be
free and that the necessarises of life should be made as free as
possible, and in that regard they ask for a substantial all-
round reduction in the customs tariff.”

On Mch. 23, the Canadian Council of Agriculture, the con-
trolling force behind the new Party, held its annual meeting at
Toronto with 4 Provinces represented and informal applications
for membership from Provincial organizations in New Brunswick,
Quebec and British Columbia (and, later on, Nova Scotia), which
all were accepted during the year. R. W. E. Burnaby was elected
President in succession to Mr. Wood and R. McKenzie of Winni-
peg, Vice-President. The following Resolutions were passed: (1)
Appointing a Committee to consider and report upon Rural Credits
and agricultural banking conditions; (2) favouring amendment of
the Canadian Bank Act to permit provision by the State for secur-
ing, under adequate guarantees, the use of surplus savings of the
. tural population for the financing and development of the agricul-

tural industry; (3) urging publication of names of all contributors
. to political funds; (4) demanding an immediate and thorough Gov-
ernment investigation of the feasibility and practical worth of a

graduated capital levy upon war-produced wealth and the larger

aggregations of wealth, generally, as a means of early and sub-
| statial reduction of Canada’s national Debt.

? The importance of the decision arrived at in the Winnipeg Con-

i ference of January, to leave the Provincial organizations complete
b 5
|
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freedom of action, was demonstrated in April when a by-election
for the House of Commons was held in the Ontario riding of Tem-
iskaming. In this election the U. F. O. threw the weight of its or-
ganization and influence behind Angus Macdonald, an Independent- *
Labour candidate supporting Socialistic principles of a character
opposed by most of the Western members. After a hotly-contested
fight, Mr. Macdonald was elected over both the Unionist and Lib-
eral candidates.

During the year a number of local Farmers’ Conventions
were held in Western constituencies and in many instances Res-
olutions were adopted providing for an unofficial form of “the Re-
call,” whereby a candidate for Parliament, before receiving nomin-
ation, would place his signed and completed resignation in the hands
of a Committee, to be forwarded to the Speaker of the House when-
ever the Committee deemed it desirable to call for his retirement
or to precipitate a by-election. No occasion arose during this year
to test the legality of such a resignation from the standpoint of
Parliamentary precedent and procedure, but the subject was dis-
cussed in the Commons on Apr. 13 and May 5th. On the former
date O. R. Gould, the new Party member for Assiniboia, said:

We believe that with the Initiative and the Referendum you may have the
Recall. ‘That is one of the planks of our platform, it is one of the things we
discussed in our Local. An agreement does exist between my Committee and
myself. Forty per cent. of the number of electors who voted at my election
may, if I refuse to do what this Committee asks me to do on the floor of this
House—and that Committee must meet very often and find out what public
opinion is in the District of Assiniboia—if they advise me and I refuse to do that
they can apply the recall, and ask me to go back. In going back I have the right
of appearing before the people and giving an explanation of my attitude. The
Recall does not necessarily mean that they take the initiative away from me; in
fact it is both implied and actually written in my agreement with the Committee
that they do not wish to take the initiative away from me.

Incidentally, Mr. Gould acknowledged, and had published,
by-election expenses of $6,677 and for this and the Recall admission
he was strongly attacked by Unionist members. J. E. Sexsmith
(Cons.) denounced the Recall as meaning that in this case Mr.Gould
was not member for Assiniboia but for a Committee of 15. On
May 5th, T. M. M. Tweedie (Cons.) moved an amendment of dis-
qualification to the Franchise Bill, then under discussion, for per-
sons who had ‘‘ signed any agreement whether amounting to a
resignation, a recall or otherwise, which would in any manner what-
soever limit the independence of such person in the event of his
being elected member of the House of Commons.” In speaking to
this Mr. Gould stated that he only meant on a previous occasion that
his Committee could compel him to return and explain—after-
wards they could ask him to resign, but he had not given a written
resignation. R. H. Halbert stated that he had signed no Recall
agreement. D. L. Redman of Calgary stated that in American
States where the Recall was in operation—with a petition signed by
25 per cent., usually, and sometimes 50 per cent., of electors as suffic-
ient—it was frequently employed under camouflaged reasons to get
rid of a mayor or official who had displeased dishonest elements
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in the community. H. C. Hocken and other Unionists wanted a
copy of the Gould agreement; Hon. Mr. Fielding, Levi Thomson,
and Dr. Clark did not approve the Recall but would vote against
the amendment. Eventually the motion was negatived on division.

During the Budget debate and discussions on the Wheat Board
the new Party faced a curious situation as to the latter subject. Many
of its leaders in the West, including the Council of Agriculture, by
means of three Resolutions passed during the year, favoured con-
tinuance of the Board. Mr. Crerar’s attitude was expressed
clearly, on June, 24 in the House when Sir George Foster asked power
to continue the Board if necessary: ‘‘I am of the opinion that no
very great harm can be done through this measure. Rather let me
state it this way: it may be a provision against conditions arising
of which we have no inkling now, to leave this power in the hands
of the Government for another year. Personally, I am opposed
entirely to any permanent policy that means the control of the
marketing of grain in this country.”” H. H. Stevens and other
members criticized the Progressives who supported the Wheat
Board for seeking Government control of prices ‘“‘as a measure of
Protection to the farmer in a falling market.”

Meanwhile, Mr. Crerar on May 31 had made a strong fiscal
speech in the House. He declared that it was not the apparently
adverse balance of trade which counted in the prosperity of a nation
and quoted the London Economist as to many collateral factors—
shipping freights, interest coupons, Insurance facilities, Banking
power ; he claimed that the domestic exports of Great Britain for the
five years ending 1805 were £39,000,000 and for the five years end-
ing 1850 £61,000,000, or an increase of about £22,000,000 in 50 years.
That was under a protective policy. For the five years ending
with 1900, the total domestic exports of Great Britain were £253,-
000,000 or an increase of no less than £192,000,000in 50 years under
Free trade, as against £22,000,000 in the 50 years preceeding under
a policy of Protection. He contended that Protection in the
United States had concentrated the money of the country in a few
hands; as to exports being more valuable than imports, he
pointed out that Great Britain, France and Germany, before the
War, imported more than they exported. Russia, Brazil,  India
and Siam exported more than they imported but no one, surely,
would claim that the latter countries were the most prosperous;
he reiterated the well-known argument that the Tariff took out of
the pockets of the people three or four times the amount it secured

| for the public revenue and enriched the protected interests by that
amount.

The general line taken by Mr. Crerar and his supporters in
| opposing the Budget resolutions was that taxation bore most
| heavily on those least able to bear it. They, therefore, supported a
| motion calling for revision of the Tariff which was moved by Hon.
'l‘ W. S. Fielding, on behalf of the Liberal Opposition. The support
| given by the Progressive Party to the amendments of the Liberal
- Opposition, both in the debate on the Address and on the Budget
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resolutions, led to the hope among the Liberal group supporting
Mr. Mackenzie King, that an alliance could be affected between
the two parties in order to defeat the Government, not only in the
House of Commons, but at a general election; the Progressives,
however, gave no evidence of desire for any hard and fast alliance
and their course, on the whole, indicated the resolve to maintain
independent political action.

Inasmuch as the basis of the new party lay in its independent
Provincial units which, in some Provinces were opposing the Liberals
and in others acting in common with them, a definite agreement
for mutual advantage was beset with difficulties. Nevertheless
the Liberal press throughout Canada began to extend a hand of
good-fellowship to the Progressive group in the Commons—
which it had earlier withheld. Mr. Crerar thus, in the summer of
1920, came into possession of valuable and unsolicited journalistic
support which gave a certain prestige to his new and still small
party. It was understood during the Session that a Tariff Com-
mission, headed by the new Minister of Finance, Sir Henry Drayton,
would commence an enquiry into National conditions early in the
autumn. It was necessary, therefore, that the Farmers' party
should give specific form to its general objections to the prevailing
fiscal system and this was done through the Canadian Council of
Agriculture; as the controlling force in the Farmers’ movement.
There was inserted in the preamble to the Memorandum* laid
before the Tariff Commission, Winnipeg on Sept. 14, the following
statement:

The Canadian Council of Agriculture is made up of the executive heads of
six Provincial Associations of organized farmers, and of the executive heads of
four of their commercial Companies. It is, in short, the Federal organization
of the organized farmers of Canada, and its business is of a twofold character:
(1) the Canadian Council of Agriculture carries on an educational work, which
aims to cultivate amongst its members an intimacy with the social, economic
and political problems affecting the Dominion as a whole; (2) the Canadian

Council of Agriculture endeavours to attend in a concrete way to the commergial
interests and material welfare of the agricultural industry, by dealing from time

to time with such matters as costs of transportation, banking facilities, grain

marketing and the customs tariff. It is in the second capacity of attending to |

the practical business interests of its constituency that the Council of Agriculture
is represented before you to-day.

Meantime, the sudden growth in importance of the Farmers® |

|

party in Canada had aroused attention in the United States and |

Great Britain, and investigators in both countries were at pains
to try and discover its aims and in what degree they differed from
those of the other Party organizations which had existed in Canada |
for so many years. In September Mr. Crerar contributed to the '
Manchester Guardian a brief article entitled ‘“I'he Farmers’ J
Movement—A Review of its History and its Aims.” The pur-

poses of the Canadian Council of Agriculture were described in the
following sentences: ‘‘A drastic reform of the Tariff policy
including Free Trade with Great Britain within 5 years and en-|

actment of a reciprocity treaty with the United States; public l’

*Note.—See Agricultural Tariff Policy—Pages 123-6. ,
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ownership of utilities; heavy increase of inheritance and income
taxes; proportional representation; no changes in Imperial relations
without consultation of the Canadian electorate; reform of the
Senate; liberal provision for Soldiers’ re-establishment; new policies
of land settlement to compel speculative holders to sell at fair
prices to cultivators; conservation of waterpower and mineral
rights for the nation and the extension of co- operative agencies to
cover the whole field of marketing—including arrangements with
consumers’ societies for the supplying of food-stuffs at the lowest
possible rates and with the minimum of handling by middlemen.”

Late in the autumn a campaign was launched in the West
to secure more adherents to the new party. Some of the campaign
literature employed was based on the allegation that Mr. Premier
Meighen had called the farmers ‘‘Bolshevists’’—a statement which
the Prime Minister absolutely denied.* By this time the new
party had made it clear that its policy, with regard to the Federal
Administration, was one of vigorous hostility. = On Nov. 4th Mr.
Crerar made his first platform speech, since his official selection as
leader, at a public meeting in Prince Albert, Sask. He denied that
the aims of himself and his followers constituted a ‘‘class policy,”
amplified his familiar arguments against Protection and declared
the return of the Republicans to power in the United States to be a
favourable occasion for the revival of the Reciprocity negotiations
which had been defeated in 1911. He presented various arguments
against Protection and pointed out that Britain, the only free-
trade country, was the first to recover after the War; ‘“Irade is
the life-blood of the country, and I cannot see the use of putting
up bars against the importation of goods and at the same time
sending Trade Commissioners all over the world to drum up trade
for Canada. Imports pay for exports. Why check imports and
hope to build up exports?”’” Farmers were as much justified in
asking a bounty on every bushel of wheat as manufacturers were
in demanding protection for their products. He denied that Canada
had the lowest Tariff in the world, after Great Britain, and quoted
these figures based on 1918 trade returns:

United States Canada
Total imports (dutiable)..........ccervrercererriironsernsenne $ 827,460,031 $343,341,522
Free goods. 2,118, 599 372 420,202,224
Total duty collected 179, 998 '383 161,577,600
Average duty: on all imports 2 18°7

Average duty: in dutiable goods. ¥ o 297%
Average duty per capito. $1.70 $10.32

No intimation was given as to any understanding with Mac-
kenzie ng and the Liberals, but of the Liberal leader Mr. Crerar
{ said: ‘““While I do not agree with some of his ideas, the true spirit
| of Liberalism was in evidence when Mr. King said that the efforts

at political recognition on the part of the Farmers and Labour
| were to be welcomed rather than discouraged. That is the true
| spirit.”” With regard to his former colleague, Mr. Meighen, he.
1 said: “We may have our differences in public policy, but it surely
' 1s not necessary for the Prime Minister to throw the shadows of

*Note.—See Mr. Meighen’s speechés in the Government Section of this volume.
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distrust abroad so as to confuse the issue. Rather is it necessary
to clarify the issue if we wish to arrive at a sound solution of these
questions.” At North Battleford on the 5th Mr. Crerar in referring
to the Farmers’ Platform, said: ‘I challenge any man to point out
anything in that platform which is of a purely class nature—which
asks any special privilege for the farmers.”” He again alleged that
Mr. Meighen had slandered the Farmers’ party by saying that
there were ‘‘wreckers’’ abroad in the land, and described the Prime
Minister as ‘‘the chief bogey man in Canada.”

This period was marked by special activity in the ranks of the
new party and in Western constituencies considerable pressure was
brought to bear on certain Members to leave their accepted leaders
and go over to the ‘“‘cross benches” with Mr. Crerar’s following.
There was, also, a canvassing of the situation to see whether a
Farmers’ group could not be formed in the Senate of Canada, with
Senator J. G. Turriff of Saskatchewan, Senator W. C. Edwards of
Ottawa, and Senator Irving Todd of New Brunswick—all, sup-
posedly, of Free Trade and known Liberal leanings—to form the
nucleus of such a group. Since the general trend of Agrarian
teachings was inimical to the continued maintenance of a second
Chamber in its existing form, at any rate, no definite arrangement
was come to.

The most important test of the vitality of the new party, as a
factor in Federal politics in the older sections of Canada, that had
as yet been afforded, occurred in November, when a by-election
was held in the Ontario Riding of East Elgin. The Government
forces, which had abandoned the title ‘“‘Unionist’’ for that of the
National Liberal and Conservative Party, the old-line Liberals,
and the National Progressive Party all placed candidates in the
field. Although none of these candidates were of special eminence,
the fight was of a nature to bring all the more notable political
leaders of the three parties into the field. Mr. Crerar came from
the West to deliver several speeches. He intimated that no radical
action for the destruction of existing conditions in the manufacturing
industry would be attempted by his party, should it obtain power,
and defined his position at Port Burwell on Nov. 16, in these words:
‘““The Tariff cannot be swept away in a night, because serious
disturbances would follow, but we can work with its abolition as a
definite object.” In the same speech he pointed out: ‘‘Because
we must sell much of our products abroad, we must bring goods
back in exchange. This is what constitutes international trade.
This trade should not be blocked by a high tariff wall.”

At Aylmer on Nov. 17, he dealt with the Farmers’ taxation
proposals to replace reduced tariff duties: ‘‘Our policy is a tax-
ation on the unimproved land. We have it in our Western Prov-
inces, and Saskatchewan will raise 1 1-2 millions in this way. The
object is to force speculators in land to cultivate it themselves or
so reduce it in price that others will purchase and make use of
it. In my opinion, however, the tax on unimproved land should
be left to the Provincial rather than the Federal Government.”
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In another connection he added: ‘‘As a result of our tariff policy,
rural population has decreased instead of increased. It is all
moonshine that we must have great cities in order to consume our
- products at home. Our greatest market lies outside. We are
told that we need protection against cheap foreign labour, and in
the next breath we are told that our chief competitor is the United
States, where the wages are higher than they are here.”” When the
polling took place on Nov. 22, it was found that the Agrarian
candidate, S. S. McDermand, had been elected by a substantial
majority over both the Government and Liberal candidates. This
was the first real success scored by the new Party as a Federal force.
Mr. Crerar’s speeches during the East Elgin campaign were marked
by a moderation which was generally commented on. At Swift
Current, Sask., on Nov. 22, he, however, denounced Protection as
illogical and fallacious and observed: I want to see the manufac-
turers of Canada thrive, but I want them to stand on their own
feet and not rest on my back and yours.”

Meanwhile, the Canadian Council of Agriculture had met in
Winnipeg on July 13-14 and heard President Burnaby’s report on
the proposed Animal Diseases Eradication Board and passed
Resolutions (1) urging the Government to re-appoint the Wheat
Board for the purpose of marketing the 1920 crop and (2) declaring
that in normal world conditions a system of voluntary co-operative
marketing under the control of the participating producers and
involving a pooling of returns would be the most desirable method
for marketing wheat and other farm produce. A lengthy discussion
took place as to the political situation and the advisability of
establishing a Central Committee for the purpose of co-ordinating
the political activities being carried on by the organized farmers
in the different Provinces. It was decided, however, toleave matters
as they were.

Another meeting took place on Oct. 21-22, and passed Resolu-
tions as follows: (1) urging continuance of the system in operation
during recent years of the shipment of seed grain at reduced rates
on the C. P. R.; (2) endorsing the request of country Elevator
companies for increased handling charges; (3) reiterating the
appeals of January and June for continuance of the Wheat Board
and urging its re-appointment of Messrs. Stewart and Riddell;
(4) appointing a Committee of three—H. W. Wood, F. W. Riddell
and J. R. Murray—to enquire into the feasibility of further develop-
ment of the Farmers co-operative agencies in marketing the Can-
adian wheat crop. On Dec. 7, the following Resolution was adopted :
“That the Council of Agriculture recognizes the third Parliamentary
group in the House of Commons as the present Parliamentary
exponents of the New National Policy, and gives its full endor-
sation to their action in choosing as their leader the Hon. T. A.
Creray, and commends him as national leader to all Provincial
organizations.”

Earlier in the year delegates had been appointed from the
Council to attend a Convention of the National Board of Farm
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Organizations of the United States, which opened in Chicago on
May 12, with a view to forming an international alliance between
the Canadian Progressives and the Farmers’ parties of the various
States of the Union. Among the delegates who went to Chicago
were R. W. E. Burnaby, President of the U. F. O., J. J. Morrison,
Organizing Secretary of the U. F. O, and Norman Lambert,
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