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{hQwf of,B~onovjc pnd &ocia{ Cbnges on F e d d  
kelatiom-declins. .Q p l z i f&g  , influencgs .of . ,"> ,nationpl poZ&s and , gr~yin8;. diverdty bf 

, rggkal  interqte . 
! In  tHe ttveritide, the totld a aYht&tial, 
though temporary and shPerflcid, hcov~ry, from 
' td~~dimption c b u a '  by the"W@. In Canga, the 
draq9f cpl'r&onstuctiozi led' to new a ~ d  imif,eSeive 
q h s i i i h .  c T X ~  econoniic ipitegra$ion ,)aaed qn 
$he+:,ri!duhdd ir lew pea$ of prpduqtivfty, &&h 
tknded to o&ure, far )the finie being the more 8ig- 
d o q n t  fdatureb of.the eapansioq. ,&e aqq of steel 

sb@;wi~iri which C?nd.jan ecpnodo devel- 
opme$t h* hitherto taken hhce'bad to m& way 
fdf p6,age of dpyq hydrp91qcir'ic p,qwer and the 
bternal comblistion epgine, The ney , technique4 
the de~e10~5d$~t of, whios $ad l;een forad !by tqe 
?W, opened ~9 vast, qew Canqdian regopqs fbr 
cdBvdlbpm$ t 'hd'heavy inygtme$ta were ~ a d e  far 
*pit *~~ec&,e emoiit+iop. TAY , b w t  of thew 
3Jev.e10P&ent$ ,$ropght qpid obwgy in ,the p?$tern 
6 F ~ ~ ~ ' ~ a ~ ~ $ ~ , e c d n d p y ~  *he natlonal htegratio~ 
((i&fe$?d tbrct$@ wbqat): 'which tie<$kie wuntty 
ktether, ,Gy Etiat-Weet b p d s  of trade md opp?r- 
tubit9 w b  we&fiped aa Central Cqads asd.Br1twh 
&lm$i~ felt' t h ~  direct .apd) competing a$ug of 
ek$ort deinand on their regipal rq urces. New P eo nomio frontier4 t4e exploi&tion .o yhioh wse of 
b ' a i y  intetebt tb OntaWd bnd Quebec, dsvqldped 
'on .the PfbCambrian Shihld,-where water power, 
base' metblrf and pulp and paper atme into theit 
.m,-an& 'began to udurp the place ' of the old 
national frontier. in the Wmt. In' 'the eaddeasfql 
dkveldpment of these new frontiers, the iihpormce 
of B nationd economib intepation for7 eomb regions 
'dedliified and the materbl bssie whioh hadrbol$tered 
politiosl unity in the past wai meYurabljt we+- 
ened. L 1 

16 the p&t,'the Dominion ihad been 6ble to prose- 
olite with vigour cert* nationnl po~oiee"w~ioh 
$r'bmotM national hitegration becausb 6f ' the 
06liih0h ~ t ~ b t  'of all: region8 in j& &dt. 4 
t h h  na€ion&l polioid8 lost eoh~ of their unify- 
ink power, the' ponimoa aigreemdlik nec'easary for 
readdte political actiop by, tXe Ihmini?$ bd@, p 
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f% dore d@&iti to secure. &ill m"0dre-importrutt, h1 

prmav > 7 *  A . ! 
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$henopening of the Weat finally and fully aaoom: 
pliahed, it seemed that m y  of the nation4 
8c~onomic polioiea had been~cafried to mmpletlon. 
No obvious and preseing ohavenge tb mtiQnl pfe- 
sented itself in thelfederd sphere in tliiri-pqiod: 
To many it seemed that the time'ha comb bh6n 
the Federal Governm6nt highrt rest froiri.lta ar&lhb8 
labours and muse over how it had justifled the faith 
of the Fathqg, :,For P@W reaeong, ;the Romiqjon 
tae, much dispo ed tp rest. The Wgr hacl ~trejp,ed 
the.fede?d po$fical, sy&m &d apt vuiolv mp 
at odds over the qatipnal policies. Thp .~@tiopsl 
@it! had been @creased several-fold: Jn seeking 
to reduce itg old p li tiona and to?.&yoid neq ones, 

DpminGn yiel&e iniinltiye to tbp provim*l. 
By 'contrast, the p~ovincee, which had suffered 

enforced restriotions on,<their adti~i~tiea durihg*.the 
War, were p ~ t  unwilbg to~undertake~leadership; on 
their own moowt. . The natural resources which! th6 
new Bcbniques apened . up ,for exploitation , were 

their, control. and this. gave &he .provinoid 
gqvernmgnb an enhanced importance in .the eyea of 
pri~ats~entmprise. , ,  ,>l1 

Several faotors combined to give a new $6dt?dd 
importance $to the provinces. "Highwdy' coi@tkb$- 
$ion aad de+&lop16e11t&l p'rojecta an 90 'fjrovhoild 
froritie& beg&! 'to takd the plac? yhich P#$$$$ 
cbhstrhction and national pr9jeb9,'pf developxpq~t 
had occupied in the past. In the jobs and o ~ p t w t s  
which were.trhu8 ,at R e  dis g84 o$ .the p$~vinc@ 
govetqno~th, tber wFre su&kntid jnwqn~mt,qipb 
politicid power. '@oreover, @ ;+g. twenties, .+p 
social anand politic4 implications of;< the, pbapge from 
a sirpplea'r,u7+ and .villa@, econoqy Ito a q&ly 
specia+e$; predodnantb industrid economy CO@ 
no lon er be igsored. , The mischapoea which bf@ 
indi&ula ,in such a a aocioty could ,PO longer, be 
cushioned by' the fasqily and voluptary +arity. 
The cqnstitution threw Qe sreeponsi+ility fsr puQlic 
yelfpre on the proyinces (and municipalities) and 
 hip the lid@, of, their resources they, tried to 
w e t  it., These actjyitiea brought ,the - p~pvincie3 
govf'rhmente ipto B ,ploser relationahi~ wi+ #e 
people. . In the& intiplate c o d ~ t  with the mo.ver 
menta grid. ,$endenoiee of the time, the proyinoial 
goverqmen? added greatly to th& eco~omia and 
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social importance and thus to bheir politichl power 
and prestige. Those which could c m  .their obliw 
tions manifested a new independence of the Federal 
Government and those which could not became 
more importunate ss they focused on the Fedefal 
Government regional protest against the operation 
of the national policies. In the endeavour to meet 
~ e i r  growing obligations or to take full advantage 
of rising econodc opportunities, provincial demands 
of yarious kinds were made on hhe Dominion, and 
the Federal Government, unable to deflect these 
demands by a vigorous policy of its own, made 
important concessions to the provinces. The rise of 
regionalism gave an altered direction to Dominion- 
provincial relations. 

Regionalism refleqted diierences in interests and 
opportunities which had become quite pronounced 
in different parts of Canada. The various regions 
had always differed in resources and geographical 
advantages. These promoted economic specialixa- 
tlon and made for disparities in the fortunes of 
separate areas. The national policies, whioh had 
both hastened and deepened specializatibn, played 
continuously on the regional disparities, sornetiines 
counteracting, but often exaggerating, them. With 
so large a dependence on exports, fluctuations and 
shifts in international trade capriciously mouldod 
regional fortunes. A long lag in recovery from the 
post-War slump revealed serious weakness in the 
Maritimes which waa met, in some measure, by an 
increase in federal subsidies. The decline in export 
values in the early twenties, and again a t  the end 
of the period, made clear the overwhelming depend- 
ence of the whole structure of Prairie government 
finance on wheat. On the other hand, Central 
Canada forged ahead rapidly without interruption 
throughout the period. At the same time, the in- 
creasing need and demand for certain minimum 
public services bore little relation to the capacity 
of the governments in a region to supply them. 
The great disparities in the strength of the regional 
economies were temporarily obsoured by the surge 
of pkosperity which carried provincial and muni- 
cipal expenditures and obligations to new heights 
in the later twenties. At the same time, the very 
factors which brought prosperity made the economy 
more vulnerable than ever before to economic fluc- 
tuations. With the coming of depression a t  the end 
of the period, these new conditions were fully ex- 
posed to view and some of their implications became 
inmapable. Federal aation became neceesary to 
maintain a tolerable equilibrium between the re- 
gions in the federation. 

lgOW 

1. *SPB~R~TY AND THl CHANOINQ 'S~UCJXIIU OF 
TW E ~ N O & Y  ' 

WorV ZnjEuence~hort post-War depression; r& 
constmcction and revival of international trade 
and investment bring renewed expansion to 
Canada. 

At the end of the Great War Canada found 
herself in an economic world which was utterly 
disrupted. International trade was hampered by a 
maze of na;tional restrictions and controle. The 
international exchanges were in a state of desperate 
cmfuaion and instabilitv. Im~ortant industries. 
particularly shipping, c&l min&g, iron and -steei 
and heavy engineering had expanded beyond pesae- 
time requirements. Large mmes of Europe'~ 
population suffered from grave shortages of food- 
stuffs and raw materjab. The 'staggering load of 
internal and external debts, and the heavy expendi- 
tures on social services and rehtibilttation, forced 
a continuance of unbalanced budgets which, in 
many o ~ ,  resulted in uncontrolled inflation. The 
intricate mechanism of money and exchange which 
was the basis of the world's economic life seemed 
broken almost beyond repair. The passions of the 
conflict, deep underlying grievances, and revolu- 
tionary tendencies enhanced the daculties of 
reoonstruction. 

In 1920 these far-reaching dislocatidns brought 
about a collapse of the short post-War boom. The 
liquidation of the world-wide inflation of credit 
had an immediate effect upon Canada through the 
steep decline in export pricw and demand. 

TW ~ ~ . - I N D I ~ E ~  OF PBICIC~ AND EXPOBT~(') 

1020 ........ loo loo loo loo loo loo loo 

1921 ...... . . 71 74 64 66 74 80 1 67 
1922 ........ 62 60 66 48 64 81 71 118 

1923 ........ aa a* a1 4s aa 81 so l 18s 

Dominion B w w  of Statisticd pdoe indimd. 

The movement of prices had drastic effecta upon 
the Canadian economy, not so much because of the 
extent of the fall (although it was one of the most 
severe ever experienced following an almost equally 
abrupt rim) but because of the gmt disparities 
which developed. Selling prioes (wholesale prices) 
fell more rapidly than costs (cost of living, wages, 



freight rates, interest rates, etc.). Agriculturd 
prices, particularly that of wheat, fell far out of line 
with the prices of manufactured goods and the cost 
of living. During the rapid expansion of the War 
years, Prairie farmers had incurred heavy debts, 
purchased much machinery, equipment and land at 
the high War prices.1 When the value of wheat 
fell by more than 50 per cent, it  became virtually 
impossible to c a m  these overhead costs and com- 
mitments. The situation was further aggravated 
by the United States tariff increases of 1921 and 
1922 which sharply restricted the substantial ex- 
ports of livestock and livestock products to the 

I United States. 
The decline in the purchasing power of Western 

agriculture, combined with rigid costs, brought a 
sharp curtailment of demand for manufactures from 
Central Canada. Considerable unemployment 
emerged in industrial centres. In Nova Scotia, 
where the high level of activity was heavily de- 
pendent upon War requirements, the contraction 
was particularly severe. At the bottom of the 
slump the national real incomg had fallen 14 per 
cent. During 1921-23 the far-reaching effects of 

' unfavourable foreign influences on the Canadian 
; economy were fully revealed.2 

The post-War depression, however, was shore 
lived. By 1923, notwithstanding the many serious 
dislocations inherited from the War which had not 
been overcome, world economic activity had r e  

: sumed its upward course. Between 1920 and 1926 

- ' tions on international trade were removed, and in- 
ternational lending was resumed. The reconstruc- 

, tion of devastated areas was quickly accomplished - - and financially weak countries were bolstered up 

lemq but they permitted the forces of economio 

l 

expansion to become effective. The requirements 
of war had greatly increased productive capacities, 
particularly in new countries, and stimulated the de- 
velopment of industrial techniques. With the re- 
establishment of orderly international relations, 
the new faoilities brought an increase in materid 
welfare. By 1925, world production of primary 
oommodities had risen 17 per cent over the 1913 
level and the volume of world trade had risen 5 
per celit. Canada was quickly affected, by the rising 
tempo of world economic activity. 

Per cent Per mnt 
- Change Change 

192Z l926 1926 1929 1929 
from trom 
1922 1926 

Canadian delling Pri- 
All Export Prioes ............... . . 152 I66 +% 3 149 --% 4 
Wheat ................ .. ....... .. 140 170 l62 - l0 2 21 Newsprint ....................... 190 176 8 149 - 16 
Lumber and Timber .... ........ . 160 148 - 7 l64 + 4 
Non-ferrous metals ...... .. ...... . 99 102 + 3 101 - 1 

Comibn coat&- 
All Import Wces ................ 188 137 - 128 - 8 
Manufactured Goods Prices. ..... 165 164 - 144 - 7 ' 
Iron and Steel Produets ....... . . . 162 146 - 4 l36 - B 
Railway +l ht Rates.... 162 148 - a l46 - 1 
Tramp Sh~ppbg~reighta dl::::: l30 117 - 10 97 - 18 
Interest Rates ) ................. 126 111 - 11 l13 + 2 

6) Economlat Index. 
(b) Yield of Province of Ontario Bonds. 

After 1923 the -prices of the leading Canadian 
exports became increasingly favourable in rela- 
tion to costs.8 These circumstanoes, together with 
improved whbat yields, brought a rise of '48 per 
cent in the value of Canadian exports between 1922 
and 1928. 

The rising export values which provided the 
basis for the growing prosperity in Canada in the 
twenties were due to a number of far-reaching 
changes which were affeoting the Canadian econ- 
omy during this period. The shortage of food- 
stuffs id Europe, the applicatiori of new techniques 
to virgin resources for whose products there was a 
rising world demand, the low cost of ocean tfans- 
portation resulting from' the excess capacity in 
shipping, and the opening of the Panam& Canal, 
launched a new eka of expansion in Canada. 

8Bg. 1926 the average of the $ices'of all exports of *heat. 
newapnnt, and lumber were 56 7 70 a d 48 per cent r e w e  
tively, above those of 1913, co&~a&d wlZh increaae8 of 87, 64. 
45 and 48 per cent respective1 in the pricea of all importd. 
manufacturen. iron and steel anb;ailwar freight rates. 
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Continued Riee in  Wheat ~ b o r t d n o r e a s i n g  dq- 
I pendence of Prairie agriculture on temporary 

markets 

Canadian wheat production had expanded rapidly 
., in response to the new European demands created 
. by the War. These demands were not imme- 
, diately abated with the renewal of peace. The 

devastation and dislocations caused by the struggle, 
agrarian reforms and the Russian revolution pre- 

- vented the immediate attainment of the pre-War 
I ' levels of production. The overseas exporting 

l 
countries, particularly Canada, were called upon 
to supply the deficiency. 

, ;. TAEILE 27.-WORLD (EXCLUDINQ CHINA) WHEAT 
-4 P R O D U ~ O N  

(MiUiona of Buaheb) 

26 Argentina 
Annual European Ruaeia Canada United and All Total 

Averages Countries States Australia 0 ther -------- 
1WQ-H... 1,366 767 l12 882 238 666 3,808 

1922-26... 1,197 621 383 778 336 614 3.828 

IOZ~I-ZD... 1,840 707 440 861 a07 648 4.484 

For a few years after the War, European tariff 

l restrictions against the imports of wheat were con- 

1 
siderably lower than they were prior to 1914. This 
liberal policy arising out of the condition of scar- 

1 city, and the foreign exchange made available 
by United States Iknding, created an expanding 

I market for wheat, of which Canada obtained a 
l growing share, a t  profitable prices. During 1922-26 
I Canada supplied 38 per cent of the world's wheat 

I exports, compared with 12 per cent during 1909-14. 

TABLE 28.-NEF EXPORTS AND IMPORTB OF WHEAT 
AND FLOUR 

(Millions of Bushula) 

Nm  EXPORT^ Nm IMP OR^ 
Averages 

Crop Y e m  Six Wance Other 
World European Rusaia Canada 1taly and European 
Total Exporters Germany Importers 

1eW-l0 to 181% 
14 26 ........... ........... ----k 886 769 114 S4 164 9 286 86 384 a81 

193223 to 1926- 

1025a7 to lQZ0- 
30 ........... 810 44 14 804 441 

1 After 1925 however, the favourable circum- 
stances in the export wheat market began to dis- 

S appear; 1925 was the first year in which European 
production exceeded the pre-War levels. It was 

m 1 the year in which Germany regained her freedom ' I sasbet 

P . - .  P " m. . * . . h ,  

io  imGse ciustoms duties and thereupon re-enaoted 
high tariffs on foodstuffs. In  1926 Italy begah the 
"battle of the grain" and Austria and Czechoslo- 
vakia imwosed sliding scale duties on imworted 
wheat. ~ e t w e e n  19i5 and 1929 the increasing 
European protection-against foodstuffs arising out . 
of the desire for self-sufficiency and the growing 
industrialism of new countries, together with the 
continued expansion of European production which 
was, a t  least in part, a "spontaneous recovery" from 
the effects of the War, greatly weakened the inter- 
national wheat situation. For some time, how- 
ever, the effects of these basic changes were ob- 
scured. The failure of Russia to re-enter the ex- 
port market on any substantial scale, large United 
States loans to Europe, speculative holding of sur- 
plus stocks, and the high rate of business activity 
enabled overseas exporters to ship an increasing 
volume of wheat until the end of the boom in 
1929. Wheat prices remained a t  profitable levels 
although they had been sagging since 1925. With 
the satisfactory. prices and high yields of 1926-28 
Prairie agriculture was prosperous and resumed 
a rapid rate of expansion. Thus there were serious 
underlying weaknesses a t  a time when Canada 
became even more deeply committed to the profit- 
able sale of wheat which continued to make up 
nearly a third of her total exports. 

The Investment Boom- large investment in trans- 
portation facilities drmd development of north- 
ern resources; effects of hydro-electric power, 
improved mining techniques and the gasoline 
engine 

While the expanding market for wheat waa a 
major factor in the economic growth of Canada 
during the twenties, other forces were perhaps 
more important. Prior to 1914 the basic elements 
of industrialism were steam power, coal and iron. 
The War and post-War development of hydro- 
electric power, the gasoline engine, and the use 
of new industrial metals shifted the balance of 
industrial advantage. These technological changes 
were of immense significance to Canada, first, be- 
cause they brought into economical exploitation 
large virgin resources, and second, because they 
decreased the handicaps suffered under the old 
techniques. The resources of British Columbia 
and of the northern areas of Ontario and Quebea 
became the basis of large staple industries. In 
addition to the agricultural frontier on the prairies, 
Canada acquired new frontiers on the Pre-Cam- 



brian Shield.4 The exports of pulp and paper and 
non-ferrous metals rose to 30 per cent of tot$ 
exports in 1929 compared with 19 per cent in 1920. 

The expansionary effect of these rapidly growing 
industries, however, was due not so much to the 
new export incomes which they created, as to the 
heavy capital expenditures which accompanied 
their development. 

(Millions of Dollars) 

Net New 
Total to Total to Investment 
1920 1930 ;$l3$ --- 

Primary Indus1 
hioulture-Glding~, implemonta 

and lrveetook ...................... 2,884(b) 2.817 - 07 
Mining Q. ........................ 380'b) 887 + 327 
Pulp and Paper .................... 348 704- + 356 
Sawmills ......................... 2M) 181 - 10 ........................... Fishing (01 50 84 + 14 

................. Sub-Total 4,042 4,063 + 011 
....................... Msnuhoturing.. 2,188 2.888 + 880 

............ Central Eleotric Stations.. 448 11,138 + 090 
Tmworhj ion and Communimlion- 

Staam Railways (d., ............... 2,060(-1 3.330 + 880 
Canala and River Improvements (0.. 1880 280 + l12 
Harbohre, Harbour Improvementa 

Doaka and ~erminals-~ominiod 
Expenditure and Guarantcoe (0. ... 107 231 + 124 

Eleatrio Railways.. ................. 170 ........................ a Telephones 146 $ 1: 
* '  Highways-Provinoes (f). .......... ll8w 387 + 260 
, Highways and Streets- 

Muniorpmlities (I).. ................ 240u 350 + 110 
--p 

Sub-Total ................... 3.698 1 +I,623 

Publio Buildings and Municipal 
Worke 1" ......................... 5!Z!a(b) 801 + 279 

--p 

GRAND TOTAL ..................... 10,198 14,581 +3,183 

Elesidential Building W..  .............. - - +l, 082 

W Excludos ore m ~ e a  or othcr unmined material. Includes non- 
fenq;?,yztal smelting and refining. 

-, ,v,,,, 
(01 Inoludea fish cannin and ourinrr establiahmeuta. 
W Capital inveated in %cad and Equipment. 

Eatimatad. 
(0 Publio Aooounta Inquiry, Royal Commission on Dominion-Pro- 

vinoial Relations. 
(J Conatruotion Cofitraota awarded. Macban Building Reporta, Ltd. 

In Canada, as elsewhere, the rising economic 
activity of the twenties was dependent upon a high 
rate of investment. The expansion of Weetern agri- 
culture and the growth of the new staple industries 
on the new northern frontiers reauired a heaw 
expenditure on fixed equipment.  he northwad 
ext'ension of wheat growing on the prairies required 

'Between 1920 and 1929, the developed water ower in 
Canada rwe from 2.8 million home power to 6.7 mill!on home 
power the oss value of productfon of pulp and pa er (which 
nru cfo881r g ende t upon electrio power) mm from B81 million 
(1921) to a248 rmllfon m d  the value of nrodudion of non-ferrnlu 
metal. r& from $78 million to $154 &ion. - --- 

a substantial increase in costly transportation ftloili- 
ties. New branch lines were built, main lines 
improved and canals and harbours enlarged in 
accordance wi6h the national policy of all-Canadian 
transportation. In response to the new demands, 
the requirements of national policies and the 
optimistic outlook on the future, the railways 
engaged in unwise competition and invested during 
1920-29 nearly $700 million in r o d  and equipment 
and a further $150 million in hotels, telegraphs, 
and steamships. During the same period the 
Dominion spent $236 million on waterways and 
harbours. 

The improved technical facilities and new 
demands, which opened up the natural wealth of 
the Pre-Cambrian Shield, involved a particularly 
heavy investment of capital. The large fixed equip- 
ment represented by central electric stations, pulp 
and paper factories, smelters and metal refineries 
was the major factor in the exploitation of these 
resources. The expenditure of nearly $1,400 mil- 
lion on the construction of such equipment during 
the decade of the twenties contributed greatly to 
the prosperity of the period. 

Another technical innovation which called forth 
large capital outlays in the post-War years was the 
automobile. I t  gave rise to new automobile fac- 
tories, petroleum refineries, service stations, repair 
shops and, what was most important, a greatly 
extended and improved system of highways and 
streets, The last two items alone involved an 
investment of some $380 million during this period. 

The heavy capital expenditures involved in the 
development of the primary industries and trans- 
portation stimulated investment in manufacturing, 
in distribution facilities, in community equipment 
and housing. During 1920-30 the amount invested 
in all forms of capital goods reached a total of a t  
least $6 billion. Near the end of the period, the 
amount of const~uction far exceeded the levels 
attained a t  the height of the pre-War boom. The 
amount of foreign capital which came in during the 
twenties was, however, much smaller than 'that 
which was associated with the expansion prior to 
1914. Between 1920 and 1924 capital imports were 
substantial but in 1925, 1927, and 1928 there were 
net capital exports. During the decade net long- 
term capital imports were between $800 million and 
$900 million, of which about two-thirds came from 
the United States. The investment boom of the 
twenties was very largely financed out of Canadian 
savinga. 



'. g The increaae in export incomes resulting frowthe 
epandon bf Wegtern agrioulture and thb e#loitw 
Cioh of hitherto dnu$ed'rbsowces by the application - of :~nprov'ed techniqhes, 'together' with Dhe heatry 
capital expendittirb which arose 6ut of these devel- -!' bbmbnts, brought rising'brpsperity add a b y  sub- 

- - - stantial im~rovement in lhaterial welfare. The 
income >we bfi fully one- 

I ,  

10 U)..... 1 1 @IlW 

Physical Voluie 
Volume of 
Bu8%ces E=D0rta 

(8) . (a) 

Efficiency 
of Pro- Index 

duction in  of Real 
W@S 

fncturm6. 
(3 (0  -- 

loo 100 

, iao 116 

142 114 

l46 120 

Statietios index of expon pri+ 
(0) Volume of rnanuhcturrns production per employee, Can& Par 

Book 1Qa4-86, p 490 . (a  Dominlo~ Dipsrtrnent ?l Labour index of wages divided by the 
Dominion Bureau of Statistics rndgx of coat 01 living. 

Maritime'P+ovZtices-foreign markets and techno- 
togiclil changes unfavourable; prolonged post- 
War' depresdon and federal dskktance. 

external forces and the technological changes 
19201s, while favourable <to Canada as a 

whole, yere adverse to Dhe Maritime Provinces. 
During the thirty years prior to athe War, the 
decling qf the  old techniques destroyed the pros- 
perity based upon the sailing ,ship and the sea, 
while the rise of coal, iron and the railway brought 
a growing dependence upon the continental interior, 
The development of the coal and steel industries 
which resulted from the '(wheat boomJ' and the 
national policies provided alternatives to the declin- 
ing occupations. In this wanner, parts of the 
Marjtimes had partioipated in the great (expansion 
of 1896-1913. The post-War expansibn, however, 
which was not so much associated with railway 
building aa with the rise of new sources of power 
(electricity and oil) and the newer industrid 
metals, passed theG by. As in the former period, 

the long-term trend -.in their' foreign marketa wgs 
downward. Under eu& circumstances; the depr* 
don which yet in d p h g  1021 continued g , t $ ~  
province6 long aft& it Had lljbep 'ovekcoae' and 
expansion renewed ekewhere. In  this decqe',thw . 
made lrirtually no progress. 

1: 8 r 

Total wpital invested in the dmary indwtries (aprloul~e, mbin ,5bim 
andfomstru), maadaoturinp, oentraf eleotrio stations, and pmnnoial andlmupict 
pal publio mls. , I 

'h' Net valued "@&8" pmduotion. 
Caloulsted lrdrp the eattmatea of national inwme &&md by the ICebe;roh 

Staff of the Commipon. 

Betweeh 1920 and 19q9 the popul6tions 6f Nova 
Scotia and Prince Edward Island rditined pta& 
t?cally dtationary while that of New Biundwick 
rose but $lightly, compared with an increase Of 18 
per cent in the two Central, Pfovincea. Dyrihg 
the decade, there was a cohsiderable etnigra'tion. 
to the United States. Jn qone of $he years of 
the period 5921-29 did the net. .value of (goods) 
production in the Maritimes approach the high 
fi~ure of ,1920, whereas, in emh of the other prov- 
inces of the Dombioh, it had been surpassed by 
1928. 

The War had been a powerful stimulus to the 
Maritime economy. The cessation of the exports 
of dried fish from Europe, the heavy demand for 
West Indian sugar, and the growth of the fresh 
fiah trade to Central Canada greatly extended the 
markets of the fi&bg industry. The demand of 
the munitions. industries for iron and steel, the 
shipbuilding orders of the Canadian and Allied 
Goiternmenfs, the high prices for luhber 'and the 
decline of the competition of other regions Fbith 
local agriculture, brouglit pro$erity to the other 
principal industries. The Halifax disaster brough$ 
about a temporary building' bdlim. At the beghi-, 
ning of the post-War depres$on, all @ese fav- 
ourable ihfluences disap$eared suddefly and simul- 
taneofisly. , c 

During the War Brazil, Porto Rico, Cuba, and 
the British West Indies dretli virtually the whole 
of their supplies of dried' fish from Nova Scotia 
and Newfoundland. The high meat prices and the 



Government transportation subventions brought 
a large increaae in the sales of fresh fish to Quebec 
and Ontario. The removal (aa a War memure, 
in 1918) of the shipping restrictions which had 
partially nullified, for the Macitimes, the Under- 
wood Tariff of 1913 permitting free entry of fresh 
and frozen fish into the United States, gave the 
Wing  industry prdtable aaceee to the marketa 
of that country. These advantageous circum- 
stances, however, quickly disappeared. After 1920 
produotion of dried cod from competing sources 
increased rapidly. European importing countries 
became self-sufficient -behind tariff walls. Gov- 
ernment subsidies and technological improvements 
enabled Norway and Iceland to increase production 
greatly and to capture important markets. The 
steep decline in sugar prices sharply curtailed the 
purchasing power of the principal consumers in 
the West Indies. Finally, dried cod wqa being 
gradually r e p l d  aa an article of diet by other 
foodstuffs. The fresh fish trade grew but dowly. 
In 1919 the subventions for the transportation of . fresh fish to Central Canada were stopped. In 
1921 the United States Government withdrew the 
War-time privileges accorded to Canadian fishing 
veesels and reimposed tariffs (which were increased 
in 1922) on fresh and frozen fish. Confronted 
with such an array of obstacles, Nova Scotia's 

, highly important Wing industry declingd. ' 'I m - '  #-'T=  INDICES OF &CM AND T m  VALUQ OF F I ~ R  
PBODUC~ON IN  THE^ M~ITIMIEB 

i .  Prioea Total .- . of Dry All . Coat Value of 
8 h m  wholessre of Fish - 

Mrvitime 
Provinoea ---- 

. .  1018 .................. 100 100 100 100 

...... 1Ol&Z4 averwe. 192 217 168 162 

1921-25 " ....... 118 169 1 6  ' 112 

1eam l........ 108 16% 152 iao 

The resources hitherto employed in the fish- 
eries sought opportunities elsewhere. Some own- 
ers of fishing vessels turned to rum-running for 
a new source of income. Despite the fact that 
alternative employments were few and the prob- 
Iems of readjustment dEcult, the number of per- 
sons employed in the fishing industry in Nova 
Scotia declined from 26,000 in 1919 to 20,000 in 
1929. 

Lumbering, the prinoipal industry in New 
,iBrunswick and an important one in Nova Scotia, 
m8Q80ed growing difficulties during the twenties. The 

depression in British building restricted the 
sales in the English market while the opening of 
the Panama Canal and low ocean freight rater, 
intendied competition in the Eastern United 
States and Canada. During 1921-29 the produo- 
tion of lumber in New Brunswick never recovered 
the pre-War peak of 1911 and remained far below 
the levels of the War years. The average annual 
output in Nova Scotia in thia decade waa lem than 
half of what it had been during 1908-14. The 
depressed conditions in lumbering encouraged the 
utihation of forest reeources for the manufacture 
of pulp and paper. Between 1920 and 1929 the 
production of pulpwood in the two Provinces wm 
doubled. The manufacture of paper, however, 
was slow in getting under way. It began in 1923 
in New Brunswick but not until 1930 in Nova 
Scotia. Despite thk development the total net 
value of forestry production in the Maritimes for 
1929 waa less than for 1922. 

The rise of the Nova Scotia iron and steel indus- 
try was directly linked with the railway expansion 
of the "wheat boom!' In the post-War period 
the demand shifted from steel rails and other heavy 
forms to lighter materials and structural steels such 
aa are u d  in motor-car manufacturing and build- 
ing construction. The Nova Scotia industry was at 
a disadvantage compared with that in Central 
Canada which was closer to the market, had access 
to larger supplies of scrap metal, and whose com- 
petitive position was improved by the dispropor- 
tionate War-time increases in freight rates from the 
Maritimes. In Ontario the production of pig-iron 
in 1928 and 1929 far exceeded the levels reached 
during 1916-20, but in Nova Scotia output re- 
mained considerably below both the immediate pre- 
War and War-time peaks. In 1913 Nova Scotia 
produced 43 per cent of Canada's pig-iron; in 1929 
this ratio had fallen to 29 per cent. 

Coal mining suffered at once as a result of the 
dif6culties of the iron and steel industry.6 Further- 
more, the market in Central Canada, which took 
one-third of the output in 1913, was lost during 
the War. The recovery of this market was assisted 
by the 20 per cent reduction in Maritime freight 
rates in 1927 and the federal subventions for the 
transportation of coal to Ontario and Quebec which 
were established in 1928. With these rail freight 
reductions and the low water rates which prevailed 
during this period, the Central Canadian market 
was more than recovebed by 1929. A further 
attempt was made to help the industry by the 

'The oonaumption of coal in Nova Scotia used very ID 
b the iron and steel indust was 2.8 million tons in 
and 1020 but l e r  than 2.2 m%lon tonu in 1929. 



offer of federal bonuses (started in 1927) to gas 
and coking plants using Canadian coal. These 
various methods of assistance were in part respon- 
able  for a considerable revival of production but 
in 1929 the total was still 12 per cent below the 
output of 1913. 

The relative, and in some cases absolute, decline 
in Maritime manufacturing which began a t  the end 
of the last century continued during the twenties. 
The dieadvantages of these Provinces arising out 
of their isolation from the large markets of Central 
Canada and the West, their distance from the in- 
dustrial centre of gravity of the continent situated 
in the Mid-Western United States, the unfavour- 
able circumstances affecting the local exporting in- 
dustries, and the adverse railway freight rate situa- 
tion (as compared with pre-War levels) prevented 
them from sharing in the expansion of manufac- 
turing which took place in Ontario and Quebec. 
They were unable to benefit from the new develop- 
ments which stimulated the remarkable growth in 
the lighter industries, in the production of packaged 
consumers' goods, new textiles and durable con- 
sumers' goods such as motor cars, radios, elcctricd 
appliances and other household furnishings. How- 
ever, some progress was made in the processing of 
local natural products and also of certain imported 
raw materials such as sugar and oil. A number of 
specialty manufacturers held their position, the 
most important being specialty textiles, shoes 
and candies. Nevertheless, manufacturing in the 
Maritimes declined during this period. In 1929 
employment in manufacturing was greater than 
in 1920 in every province except Nova Scotia 
and New Brunswick. For Canada as a whole, 
manufacturing employment during the decade rose 
14 per cent but fell 6 per cent in the Maritime 
Provinces. 

With the disappearance of War-time demands 
and prices, the competition of other regions with 
Maritime agriculture was intensified. Consequently, 
the acreage devoted to field crops decreased 
steadily (there was a small rise in Prince Edward 
Island) during the twenties. However, there was 
some progress in the production of dairy products 
for the sheltered local market and of agricultural 
export specialties,6 although circumstances were 
not favourable. The Nova S c o t i ~  apple industry 
encountered increasing difficulties with diseases and 
pests and was confronted in the depressed English 
market with stiffer competition from British Colum- 
bia and a better graded product from the United 

QThene were silver foxes in Prince Edwqrd Inland, potatoes 
In Prince, Edward Island and New ,Brunaanck, and applen in 
Nova Bcotla. 

States. During the War and the immediate poet- 
War years, valuable markets for potatoes were 
built up in the United States and Cuba. The 
Underwood Tariff of 1913 had admitted potatoes 
free subject to a small countervailing duty. I n  
1921 the United States potato tariffs were re- 
imposed and, in 1922, raised to 30 cents per bushel. 
The Cuban market became less attractive as the 
sugar prosperity disappeared, and in 1927 tariffa 
were sharply raised. However, the great progress 
in the development of seed potatoes in Prince 
Edward Island and New Brunswick kept them in 
the market despite tariffs and depressed conditions. 
In  the face of the many unfavourable factors, Mari- 
time agriculture failed to prosper. The number of 
gainfully occupied engaged in the industry fell 
slightly during the decade. 

The difficulties of the widespread economic read- 
justment which the Maritime region had to undergo 
during the twenties were enhanced, particularly dur- 
ing the first half of the period, by the effects of the 
national policies. The isolation of these Provinces 
from the markets of the rest of Canada was intepsi- 
fied by the War and immediate post-War rise in 
freight rates. In  the Maritirnes these rates had 
risen appro$mateIY 20 per cent more than in 
Ontario and Quebec. The policy of protective 
tariffs, although it  was not altered in any important 
respect, bore with increasing weight upon the 
depressed and marginal exporting industries. How- 
ever, during the latter part of the decade, the 
national policies were somewhat modified so as to 
apply more favourably to this region. In  1927, 
following upon the recommendation of the Duncan 
Commission, the railway rates within the territory 
east of Levis and Diamond Junction, and on traffic 
moving westward out of this territory were reduced 
20 per cent. Thus the pre-War relationship 
between Central Canadian and Maritime rates was 
restored. 

The changes in the tariff and trade regulations 
did not significantly alter the general level of pro- 
tection, but a number of new provisions were 
adopted which were calculated to increase traffic 
through Maritime ports. In  1923 a reduction of 
10 per cent on preferential rates in excess of 15 per 
cent was granted where imports were shipped direot 
to Canadian ports. I n  1926 the application of all 
preferential rates was made dependent upon direct 
shipment to Canadian ports. A new Canada-West 
Indies Trade Agreement providing for reciprocal 
preferences became effective in 1927. Although the 
effects of 'this Agreement upon exports were dis- 
appointing to the Maritimes, the establishment of a 



regular and adequate steamship m i c e  to the West 
Indies subsidized by the Dominion yielded distinct 
benefits. These modification8 in the national trans- 
portation and tariff policies, the Dominion sub- - ventions to coal, large Dominion expenditures (by 
direct outlays and guarantees) for the improvement 
of the harbours of Halifax and Saint John, together 

. with the sharp rise in economic activity in Canada 
and elewhere, brought a substantial recovery to 
this ~egion during the latter part of the decade. 
Between 1926 and 1929 the total income of these 

' Provinces rose slightly more rapidly than that of 
the rest of ,the country. By 1929 some of the 
unfavourable circumstances had disappeared and 
the major readjustments required by the remainder 
had been accomplished. At the end of the period, 
the Maritirnes had less of the feverish activity of a 
boom than other parts of Canada but they were 
better prepared to withstand the shock of the 
depression. 

Prairie Provinces--renewed expadon following 
recovery of wheat prices; diversification in 
Manitoba and increkng dependence upon 
wheat in Saskatchewan and .Alberta. 

The collapse of wheat prices after 1920 coupled 
with rigid costs placed a severe strain on Western 
agriculture. 

TABLE 33.-THE P ~ C E  OF WHEAT AS PERCENTA~E~ OF 
CEBTAIN FARM Cmm, 1013-25 

- Manu- Farm Wages 
laotured Coet of of Farm 
Goods. Living Help 
-p- 

1918 <.............................. 100 ' 100 100 
1929 ............................... l18 195 104 
19Z1 ............................... 104 111 88 
loaa.. ............................. 80 ea 18 
19a8.. ............................. 77 81 89 
1924.. ............................. 9a 07 80 
19N ............................... lie iae 10.1 

The decline in agricultural income wm intensified 
by poor yields, and by the fall in cattle prices to 
which the United States' tariffe of 1921 and 1922 
contributed. The difEculties of the Western farmer 
found expression in the agitation for the re-estab- 
lishment of the Wheat Board, in the growth of 
farmers' organizations, and finally in the establish- 
ment of the voluntary wheat pools during 1923 and 1 .  1924. The Provincial Governments of Manitoba 
and Saskatchewan endeavoured to relieve the situa- 
tion by making available agricultural credit at 
lower than open market rates, and Alberta by heavy 
expenditures for irrigation and advances for seed 
grain, purchase of live stock, etc. 

During the depressed farm aonditions of 1921-24 
economic expansion in the Prairie Provinces virtu- 
ally ceased. In this period, however, certain impor- 
tant readjustments were made. A reduction of 7.6 
centa per bushel in the freight rates on wheat 
(Regina to Fort Willim) was effected in 1922 by 
the re-establishment of the Crow's Nest Pass Agree- 
ment rates on grain and flour moving eastward from 
the Prairies. A. large area of the wheat-growing 
region was enabled to benefit from the opening of 
the Panama Canal by the decreases of 20 per cent . 
in 1922 and a further 10 per cent in 1923 on grain 
ratea from Prairie pointe to the Pacific coast. 
Between 1920 and' 1924 the total coat of shipping 
wheat from Regina to Liverpool fell from 67 cents 
per bushel to 33 centa per b,ushel. In this period 
also, the mtional policy of protective tariffs waa 
somewhat modified in the direction of reducing the 
costa of the primary producer. The War-time 
increases in the tariff (74 per cent on the general 
and intermediate rates and 5 per cent on the prefer- 
ential rates) were abolished in 1919 and 1920. In 
1919, 1920 and 1924 substantial reductions were 
made in the duties on farm machinery. In 1924 
the general and intermediate rates on tillage imple- 
ments stood at 74 per cent compared with 174 per 
cent and 20 p6r cent under the 1907 tariff. The 
reduction of costs and the sharp recovery of wheat 
and livestock prices in 1924 and 1925 opened a 
period of renewed expansion on the Prairies. 

Manu- Farm - factwed Cost of of Fam Wwea 
Goods Living Help 

1913 - 100 1913 - l00 1913 100 

1024. ........... 92 97 M) .......... 1926.. 116 126 103 
1926. ........... 110 ' 117 92 
1927.. .......... 118 l16 89 
1928.. .......... 104 107 81 
1929 ..... :...... 106 109 81 

The relation of wheat prices to costs was favour- 
able and yields were abnormally high. The Prairies 
once more became a magnet for immigrants. In 
the occupied areas, the improved acreage was 
rapidly increased and another wave of frontier 
settlement spread out 'over northern Alberta and 
Saskatchewan. The northward thrust of settle- 
ment was encouraged by the development of new 
early maturing wheata and the extensive provision 
of railway facilities. Between 19% and 1931 the 



ohcupied acreage rose 24 per cent and the improved 
acreage 21 per cent. Agricultural prosperity and 
frontier expansion in Western Canada operating 

I within the framework of the national policies once 
. more set in motion the stimuli to the national 
economy made familiar by the "wheat boom". The 
construction of railroads, the building of towns and 
villages, the growth of cities and the provision of 
community facilities brought a high rate of economic 
activity to the region and gave a strong impetus to 
production in Eastern Canada and British Columbia. 
Between 1920 and 1930 railway mileage in the 
three Provinces increased by nearly 2,900 miles,T 
compared with virtually no increase in the remainder 
of Canada. By the end of 1939 practically every 
part of the area of the Prairies on which agricul- 
ture is feasible had been brought wibhin 10 miles 
of the railway. Also, in response to regional pres- 
sure, a new transportation outlet (the Hudson Bay 
Railway) for grain was constructed at a cost to the 
Dominion of $50 million. 

At the close of this decade the settlement of bhe 
Western plains was virtually completed, and the 
area was provided with the capital equipment and 
the community facilities adequate for a high stand- 
ard of living. The great national purposes, which 
led to the acquisition of the Northwest and to the 
attempt to build a transcontinental economy on 
the basis of the settlement and the economic growth 
of this empire, were now fulfilled. 

While the same broad forces played upon each 
of the provinces during the twenties, there were 
significant differences in the nature of their develop- 
ment. 
TABLE ~~.-AGIRICWLTURAL EXPANSION IN EACH OF 

L. Pmmn PROVINCE., 1920-30 
Indices 1920 100' 

Population.. . . . . . . . . . I 1 0 0 1  
Area of Occupied 

land.. . . . . . . . . . . . . 
Area of Improved 

l u d  ..... . . . . . . . . ..l l00 l 
, Percentage of h a  

of Wbeat............l Field Crops in U I 

I 

7 Of this milea e 160 
1.200 m Alberta an8 iod  i~ 

m ~ l a e r t a  ana saslratahewsn, where land for 
frontier settlement was still available, expansion 
was much more rapid than in Manitoba. The 
economic growth in the latter Province was largely 
con6ned to the westward extension of the hydro- 
electric, pulp and paper and mining development 
of Ontario and Quebec. The application of new ' 

and improved techniques to the resources of the 
he-Cambrian Shield which crosses northern 
Manitoba was a replica, on a much smaller scale, 
of what was taking place in Central Canada. Be- 
tween 1920 and 1930 the developed water power 
in Manitoba increased from 85,000 horse power to 
312,000 horse power. The manufacture of paper 
began in 1927. Gold output became significant 
in 1928. The production of zinc-copper-silver in 
the Flin Flon area did not get under way until 
1930, but the capital expenditures in connection 
therewith were made during the latter part of 
the twenties. 

These and other developments introduced an 
important element of diversity into Manitoba's 
economy. The net value of production of mining, 
forestry and electric'power rose from 5 per cent 
of the total in 1920 to 12 per cent in 1930. Con- 
siderable progress was also made in manufactur- 
ing and the contribution of this industry to the 
total net value of (goods) production increased 
substantially. The dependence upon agriculture 
declined and agriculture itself became leea depen- 
dent upon wheat. The percentage of the area of 
field crops in wheat was 45 per cent in l920 but 
only 36 per cent in 1930. The farm income from 
feed grains, live stock and dairy prgducts now sur- 
passed that obtained from wheat. Manitoba had 
attained an important degree of maturity and had 
come. a long way from the pioneer stage with its 
overwhelming reliance upon a single staple. How- 
ever, the metropolitan area of Winnipeg continued 
to be heavily dependent upon the wheat economy 
of Saskatchewan and Alberta. 

The economic growth of Saskatchewan and Al- 
berta during this decade was due almost entirely 
to the expansion in the production of wheat. There 
was some development of oiI in Alberta but the 
coal mining industry lagged. The importance of 
this one grain was partly the result of the rela- 
tively greater rise in the price of wheat than in the 
prices, of live stock and dairy producucte, and partly, 
the result of the rapid mechatlization of farms 
which displaced a large acreage of feed grains.8 
-- 

S The increase from 38 000 to 82 000 in the number of tractom 
from 18 W0 to 165000 in'the number of motor ears and trucd 
and £=oh ractica~b nil to 0000 in the number of oombines on 
farms in t8e Prairie ~rovinc& between 1921 and 1031 lhows how 
the horse war being dirplaced bp mechanical power. 



During 1926-28, 81 and 70 per cent respectively of 
the total cash receipts from the sale of farm products 
in Saskatchewan and Alberta came from wheat, 
compared with but 43 per cent in Manitoba. I n  the 
aame period, the two former Provinces derived 62 
and 50 per cent of their total incomes directly from 
agriculture while in Mmitoba this percentage was 
only 25 per cent. The prosperity of Saskatchewan 
and Alberta was~almost completely dependent upon 
the production of a single commodity of which the 
volume of production was determined by the 
extreme variations of a hazardous climate and which 
was mld on a precarious foreign market. 

British Columbia-rapid economic expansion; the 
stimulus from the opening of the Panama 
Canal, low ocean freight rates and rising 
demand for non-ferrous metals 

The rate of economic growth of British Columbia 
during this decade exceeded that of any other 
Canadian region or province. 

S I 
1W 1W 100 100 - - 

1016. .. . In 133 118 118 89 654 432 

ioao ... 108 13s 146 107 W 470 

(J Total capital inveated in the primary industdea ( eulture mining flehin 
and forssty), menufwturing, oeatrai eleotnc atationa, an"9',mvioc/sl and rdun!capai 
pub1 works. h Net value of "gaoda" production. 

(0 )  Calculated !mm the retimatea of national i n w e  prepared by the Rmenrch 
B M  ol  the Commmion. 

The development of the new sources of power 
(electricity and oil), the rise of the new industrial 
metals, and the growing demand for wood-pulp and 
paper suddenly brought a large heritage of natural 
resources within the range of economic exploita- 
tion. The opening of the Panama Canal and the 
abnormally low ocean freight rates immensely irn- 
proved British Columbia's general competitive 
position, and in particular opened large interna- 
tional markets to her bulky exports. The improved 
techniques and greatly cheapened transportation 
produced a rate of economic expansion in British 
Columbia during the twenties equalled by few other 
areas in the world. 

The problems of treating the complex non-ferrous 
metal ores of the Kootenay district were largely 
solved during the War,, but production in any great - .  .L - r. - - -  . 111, 

I - 
- 7  - . :,, i ' 

volume was not attained until the post-War period. 
Between 1920 and 1929 the output of copper 
more than doubled, of silver increased by three 
times, of zinc by over four times, and of lead by 
nearly ten times. In  1930 British Columbia pro- 
duced nearly one-tenth of the total world production 
of lead and zinc. The production of pulp and paper 
which had begun before the War expanded consider- 
ably during the twenties in response to demand from 
the United States Pacific Coast and the Orient. 
Both mining and pulp and paper were closely 
related to the availability of hydro-electric power. 
I n  1929 the developed water power per capita in 
British Columbia was higher than that in any other 
province. 

The opening of the Panama Canal was an event 
of first importance to the leading industry on the 
Pacific coast, lumbering. Prior to the War, the 
high cost of transportation practically excluded 
British Columbia lumber from foreign markets and 
less than one-fifth of the output was exported. The 
industry was almost entirely dependent upon sales 
in the Prairie Provinces. I n  1920 (when the 
Panama Canal was not yet in full operation) the 
cost of shipment of Pacific coast lumber to New 
York waa $27.30 per thousand feet. In  1929 this 
cost had fallen 60 $10.11.0 During this period, the 
output of British Columbia lumber was almbt  
doubled. About one-half of this increased produc- 
tion was exported, over 60 per cent of the exports 
going to the United States where lumber had had 
free entry since 1913. The significance of the Panama 
CanaI ko British Columbia and also to the lumber 
industry in Eastern Canada is further illustrated 
by the fact that nearly one-fourth of all the sales 
of lumber in 1929 from the former Province con- 
sisted of water-borne shipments to the Atlantic 
Coast of North America. 

One of the most important results of the favour- 
able circumstances which promoted a rapid expan- 
sion ' of the primary industries was the capital 
expenditures to which they gave rise. Much of the 
exceptional prosperity during this period had its 
basis in the large investment of capital. During the 
twenties the volume of new construction in British 
Columbia was nearly equal to that in the three 
Prairie Provinces combined. 

Prior to the War British Columbia was closely 
dependent upon the transcontinental Canadian 
economy and the national transportation and 
- 

9 The reat importance of this decrease in transportation 
char es an i  i b  revolutionary effects y o u  the industrv are indi- 
catedt by the comparison of this declxne mth the total m111 cost 
of Brit~sh Columbia lumber of $22.60 aer thoueand feet ~n 1829. 1 



developmental polioiee.10 During the post-War 
period this dependence upon Canadian markete and 
policies declined. In the twentiea the primary indue 
triee expanded almost entirely in relation to foreign 
demands. About half the lumber, virtually the 
whole of the mineral production, nearly all of the 
fish, and a large part of the apples were sold in 
external markets. British Columbia continued to 
be deeply affected by the national policies but she 
derived her income mainly from sales abroad. 

The modifications in the national transportation 
policy during the twenties, however, enabled her ta 
benefit extensively from her improved position. The 

a1 greatly extended the potential 
the port of Vancouver. The freight 

er.11 Of considerable impor- 

opening of the Panama Canal and the rapid growth 

greatly to prosperity of the Pacific coast 

entral Provinces-technological changes and 

tion in this region. 

The economic developments of this decade were 
ighly favourable to Ontario and Quebec. Agricul- 

rapid growth of the exporting industries in British 
Columbia within the framework of the national 

policies widened the opportunities of the commer- 
cial and industrial enterprises concen,brated in. the 
central region. The progress of this area along the 
old lines was greatly supplemented by the rise of 
their own new frontiers and by new direct external 
contacts which resulted from the application of 
improved techniques to the resources of the Pre- 
Cambrian Shield. Ontario and Quebec recovered 
quickly from the 1921 depression and thereafter 
enjoyed increasing prosperity untii 1930. 

TABLE 37.-Tm &ONOMXC PR- OF ONTARIO AND 
QUPJBEC, 1920-28 

Indioes 1920-100 

Ontario 011 0 OnInrio I p1 auebw 3 , p1 3: p1 ~cta.b --------- 
S S 

1 m  ... IW 1W 1W 1W 1W 1W - - 
1W ... 111 110 118 118 S 99 410 (81 

1W ... 118 111 - 1 P  188 1111 IM 486 4lO 

(a Total capital inra~tad In the rimar induatrlea ( oultura, qJniug, 5h l  
.nd tomtry), m ~ l a o l ~ r i q ,  osntr5elsotrL atotions, an%rovinohi and munioi% 

X % ~ u e  or p-oduodyotlm. 
W CDloulstnd from the &bates of n a t J d  income p n p M d  bp the Rmeuoh 

Btaff 01 the Comrnlmion. 

Prior to the War the economic growth of the 
Central Provinces was closely dependent upon their 
ability to sell manufactured goods and services to 
the exporting industries in the other regions of 
Canada, principally the Prairie West. The foreign 
outlets for their products had become of minor 
importance. I t  is true that the attack on the Pre- 
Cambrian Shield began before 1914, but large-scale 
developments had to await the new conditions of 
the War and post-War periods. The lack of coal 
and iron ore was a serious obstacle in the age of 
steam and steel. The development of electricity, 
the gasoline engine and the rising demand for the 
newer industrial metals nonr greatly shifted the 
position of comparative advantage. These changes, 
together with the improvements in metallurgical 
processes and the increasing consumption of pulp 
and paper brought the resources of northern Ontario 

10 Seventy per cent of her total production of lumber was and Quebec into their own. 
sold in the booming marketa of the Prairie Provinces. 

"Between 1821-22 and 1928-28 the shi menta of wheat to Aside from the existence of mineral deposits and 
Europe through this port rose from 4.6 miBion buehela to d l . 1  
million bushels. unexploited timber resources, the central factor in 

12 This may he illustrated by a comparison of Fifth Claw the new developments was the availability of hydro- 
Maximum Btandard Mileage Rates for a distance of 400 milea. 
(This class and distance is selected merely to show the direction electric ~ 0 w e r . l ~  Because of the interior location 

/ of the changes. I n  1914, Pacific rates were 77 per cent' 
Baskatchewan-derta rates 49 per cent; and Manitoba rates S$ Canada's and the low grade 
e r  cent above those of Ontarin and Quebec (Central .rates) In ,  
f923, Pacific ratea were only 82 per cent and P r a j r ~ e  rat& 14 
per cent above the Central ratea I n  1922 the Pacrfio Btandard great importance is indicated by the fact that  a proxi- 
rates were lowered from a levei 11 t i m d  the Prairie rates to mately 100 horse power of energy m e  required per ton o r  d a b  
a level 14 timca Qhe Prairie rates. eutput of newsprint. 



oharacter of many of the orea, wonomio exploits- 
tion would not be practical were it not for the 
availabiity of oheap electric power with whioh to 
mine and to treat the ores on the spot. Between 
1920 and 1930 the developed water power in Ontario 
and Quebec rose from 2.0 million horse power to 
4.8 million horse power. I n  the latter year, nearly 
30 per cent of this power was utilized by the pulp 
and paper industry and 12 to 16 per cent by the 
mining and metallurgical industries. The produc- 
tion of hydro-electric energy in the two Central 
Provinces during 1930 was equivalent to approxi- 
mately 13 million tons of coal, or about twice the 

- total annual average output of coal in Nova Scotia. 
- The abundance of oheap hydro-electric power 
. . and the favourable markets for wood-pulp, paper 

and non-ferrous metals were the bases of the rapid 
' , expansion in the exploitation of the resources of - the northern areas. During this decade, the pro- 

duction of non-ferrous metals in the Central Prov- 
inces was almost doubled and the output of paper 
increased by nearly three times.14 The manufao- 
turing of pulp and paper became Canada's leading 
manufacturing industry and newsprint paper the 

B ' , second largest Canadian export. In  1930 the net 
value of production in mining, forestry and electric 
power made up one-fifth of the total net value of 
(goods) production in the two Provinces. The 
population of the northern districts, which was 
almost entirelv dewendent uwon these activities, 
became about iquai to the population of the whole 
of Alberta. 

The development of large exporting industries 
and the growth of the new communities dependent 
upon them constituted a significant change in 
economic structure of the Central Provinces. It 
lessened relatively the importance of the other 
regions as markets for the manufactures and ser- 
vices of Ontario and Quebec. Secondly, it  was 
the basis of heavy capital expenditures which 
added greatly to the prosperity of these Provinces 

I during this period. The rapidly expanding indus- 
tries which obtained their income from abroad and 
spent it  mainly in the protected domestic market 
more than took up the slack which resulted from 
the declining rate of growth (as compared with 
the pre-War period) of Prairie agriculture. The 
investment of over one billion dollars in central 

1 8  electric stations, pulp and paper factories and 
mines during this decade provided ample outlets 
for activities formerly dependent upon the railway 
and building boom of Western Canada. 

IrUold out ut rose from $12 million to $38 million and other 
non-ferrous metale from $43 million to $60 million. 

Another technical innovation, whioh during the 
twenties brought a large increw in the income of 
the central region from external sources, wm the 
automobile. Thie new means of trrtnaportation, 
besides giving rise to important new manufacturing 
and service industries and to heavy capital expend- 
itures on roads and streets, wee the principal fmtor 
in the rapidly growing tourist trade from the United 
States. I n  1929, the expenditures of foreign tour- 
ists in Canada reached an estimated total of $300 
million, a figure greater than the value of any 
Canadian commodity export. At leaat 80 per cent 
of this amount was spent in Ontario and Quebec. 

While the basis of the economy of Central Canada 
was substantially broadened by the new develop- 
ments, manufacturing continued to be the pre- 
dominant activity. This industry received a con- 
siderable stimulus from the new export incomee of 
both this 'region and Western Canada which the 
national policy of protective tariffs effectively 
directed to the domestic producer. Furthermore, 
Ontario and Quebec were able to benefit most from 
the technological changea,of this decade. The pro- 
duction of automobiles, electrical apparatus and 
supplies, the new textiles, radios, etc., was confined 
almost entirely to these Provinces. The concentra- 
tion of manufacturing in Central Canada became 
even more complete. 
TABLE ~ ~ . - P E R C E N T A O ~ ~  OF THD NET VALUEI OF MANU. 

FACT- IN ONTARIO AND QUEBEC M THD 
CANADIAN TOTALB. 1910-29 

Ontario and Ontar10 Quebeo / Quebec I I 
Total Textiles, ....................... U 

Cotton Textiles ..................... I D I I I :: I 73 
Wool Textiles ....................... 90 04 80 14 

... Electrical Apparatus and Buppliea.. ... Chemicals and Chemical Products. ................... Rubber Products.. .................... Boots and Shoes.. 04 
firnlture ........................... 07 
Glass Pmducta.. ..................... 73 
Tobacco ............................. ( I 
Pulp and Paper.. ..................... 93 86 32 M ......................... Flour Mills.. 88 68 46 18 ............................ Baw-Milla 61 88 28 16 
Non-ferrous Metal smelting and Re 

finin - 78 M a8 .......................... .......... Fruit and gelletable Canning 08 76 65 10 ........................ Meat Products 68 66 61 16 ............................... Liquors 83 81 40 41 ............ .... Petroleum Refining .:. 83 M 41 14 
Central Eleotric Stations .............. 63 76 P 33 

........ Total of Listed Manufaaturea.. 80 

...................... 



Quebec, although considerable progress was 
made in the processing of natural products with 
the use of hydro-electric power, manufacturing 
continued to be mainly dependent upon consumers' 
goods (clothing, cotton textile4 boots and shoes, 
tobacco) requiring a large supply of labour. On- 
tario, on the other hand, specialized in the rapidly 
growing, mechanized industries producing durable 
consumers' goods and machinery. For a number 
of these (automobiles, farm implements and rub- 
ber products) important export markets were built 
up on the basis of Empire preferences, and care- 
fully contrived loopholes in the tariff which gave 
access to United States techniques, tools and parts. 

The concentration of manufacturing in Central 
Canada was accompanied by an increasing concen- 
tration of the hancial, commercial and distribu- 
tive services in this region. The fact that Canada 
was able to finance a very large part of the post- 
War capital investment out of its own savings 
opened large opportunities to Canadian financial 
institutions. The increasing amount of capital re- 
quired was gathered together from all over Canada 
and allocated to investment purposes throughout 
the entire country by the financial houses and pro- 
moters of Montreal and Toronto. Furthermore, 
the business boom of 1926-29 brought another 
wave of corporate mergers and consolidations which 
centralized industrial control and the location of 
head offices even more completely in the metro- 
politan centres of Ontario and Quebec. This in- 
dustrial and hancial centralization had the effect 
of canalizing a very large part of the profits, net 
incomes, and wealth which arise from activity 
over the whole country, into the central region. 
In 1930, 80 per cent of the total net corporate in- 
comes subject to the Dominion corporation income 
tax and 77 per cent of all individual incomes over 
$10,000 subject to Dominion income tax appeared 
in the two Central Provinces. In the same year, 
four-fifths of all the dividends from stocka and 
interest from bonds paid to Canadian individuds 
were received by residents of Ontario and Quebec. 

The growing concentration of manufacturing, 
commerce, and finance was reflected in the inoreas- 
ing urbanization and the rapid expansion of the 
metropolitan centres of the two Provinces. Be- 
tween 1921 and 1931 the urban population rose 
from 58 per cent to 61 per cent of the total in 
Ontario, and from 66 per cent to 63 per cent in 
Quebec. In Ontario agriculture declined relatively, 
and in Quebec, absolutely. In the latter Province, 
where the migration from the country to the city 
was greatest, the number of farms and the area 
of improved land actually deareased, despite the 
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encouragement to colonization given by the Pro- 
vincial Government and the Church. Quebec be- 
came the most highly urbanized Province' in Can- 
ada. The principal urban areas, Montreal and 
Toronto, which became the metropolitan centres 
for the entire Canadian economy, increased their 
populations during this decade by 39 per cent and 
33 per cent respectively, compared with an in- 
crease of 18 per cent in the population of the coun- 
try as a whole. Montreal continued to be heavily 
dependent upon the transcontinental economy 
established by the " wheat boom" and the national 
policies, while Toronto became more closely asso- 
ciated with the rapidly expanding industries on the 
Pre-Cambrian Shield. 

Significant Changes in the Canadian Ewnomy- 
rise of new export areas and decline in unifying 
influence of wheat; growing vulnerability to 
external fluctuations, increasing rigidities and 
specialization 

The impact of technological changes and fav- 
ourable foreign markets upon Canada's undevel- 
oped resources brought, during the twenties, an- 
other period of expansion and prosperity. How- 
ever, the uneven distribution of the resources 
which were now drawn into exploitation meant 
that the various Canadian regions were affected 
very differently. The old economy of the Mari- 
times languished; good prices (during the latter 
half of this period) and agricultural settlement 
of the remaining fringes, produced a consider- 
able, though not a spectacular, expansion in the 
Prairies; Central Canada and British Columbia 
surged ahead on the basis of new and rapidly 
growing export industries. The nature of the 
development during this decade modified the 
simple unity of the Canadian economy which 
rested on the rising production and exportation 
of wheat. Prior to the War, there was one p r e  
dominant export area, the Prairie West, whose 
growth under the influences of the national 
policies built an integrated transcontinental 
economy. During the twenties new important ex- 
port staples emerged in two other regions. Form- 
erly the economy had but a single important 
external contact; now there were several. One 
promoted East-West cohesion;' the others em- 
phasized North-South relationships and regional 
economic independence. 

The national economic policies were continued 
without any significant changes. The spec80 
applications of these polioies during the twentiea 



were largely attempts to round out the great nti- 
tional purposes for which they had been adopted. 
The settlement of the Northwest waa virtually 
completed. The national transportation system 
was consolidated and improved, and branch lines 
were added to encourage the development of the 
few remaining areas of unsettled agricultural land. 
No new and sweeping projects were launched and 
the Dominion rested on its past accqmpliahments. 
However, with the unequal levels of prosperity, 
the restrictive effects of the national policies upon 
certain regions became more burdensome and much 
dissatisfaction arose. No new policies were ini- 
tiated but a number of modifications were made in 
the old for purposes of regional appeasement. The 
alterations in the tariff consisted mainly of a much 
greater use of certain devices (drawbacks, special 
exemptions, etc.) which tended to reduce the costs 
of the primary producer without changing the gen- 
eral level of protection. The influences of the 
Dominion on the freight rate structure, as exercised 
by statute, orders in council and the decisions of 
the Board of Railway Commissioners, tended to de- 
crease regional differentials. The rising incomes 
of the twenties made it relatively easy to get ac- 
ceptance of the adjustments necessary to main- 
tain a national economic integration. 

While the circumstances of this decade were fav- 
ourable to Canadian expansion they also increased 
the vulnerability of the economy. The new export 
staples were the result of highly specialized activi- 
ties. Large areas of the country, where it  was 
either wheat or nothing, pulp and paper or nothing, 
lumber or nothing, non-ferrous metals or nothing, 
became dependent upon the exportation of a single 
or a very few commodities. If the foreign prices 
of these fell to unprofitable levels there would be 
no alternative occupations. On the Pre-Cambrian 
Shield and over a large part of the Prairies self- 
sufficiency even for a bare subsistence would be 
impossible. The principal products consisted of 
raw materials, and hence the probability of extreme 
fluctuations was great. In  a number of cases Can- 
ada supplied a large portion of the total world 
requirements;lS therefore, she would feel the full 
impact of any external disturbances. The weak 
condition of the international market for the two 
most important commodities, wheat and newsprint, 
rendered the situation all the more precarious. 

The growth of the specialized exporting indus- 
tries was associated with very heavy expendi- 

l8In 1930 Canada sup lied 32 per cent of the world's e 
of wheat 83 per cent of tEe worlds e orb of new rint IT:: 
cent of ihe world'. emorb of copper,?2 per cent 8 th/ worPdls 
exporta,of lead and sinc, and 81 per oent of the world's exports 
of alnmmium. 

tures on fixed equipment. The economy becsme 
geared to a high rate of capital investment; if any- 
thing curtailed thia investment, a serious problem 
of unemployment would arise. Furthermore, these 
investments in capital facilities were financed in 
a way which greatly increaaed the overheads and 
rigidities. The large fixed interest costs of private 
industry and governments would make adjust- 
ments to falling export incomes extremely diflicult. 
Added to these rigidities were those which arise out 
of increasing urbanization, industrial concentration 
and centralized financial control. 

The rapidly increasing per capita real income 
during the twenties both in Canada and in other 
countries was another source of instability. The 
more income rises above the requirements of bare 
subsistence, the more unstable the economic sys- 
tem tends to become. The expenditures on per- 
sonal services, comforts and luxuries may be sharply 
reduced or postponed when confidence is shaken 
by economic disturbances. The higher the propor- 
tion of income devoted to non-essentials and the 
more specialized the productive resources, the more 
severe and far-reaching is the contraction which 
results from the curtailment of such expenditures. 
I n  1929 the average per capita real income in 
Canada was one-third higher than in 1920. I n  the 
latter year large sums were spent on automobiles, 
radios, household appliances, new houses, and on 
other semi-luxuries or postponable items. A sharp 
reduction in these outlays would create diflicult 
problems of unemployment and readjustment. 

At the end of this decade Canada had attained 
a high level of prosperity, but the increased speciali- 
zation, the great dependence upon raw material 
exports, large overheads, stubborn rigidities, and a 
relatively high per capita income greatly enhanced 
her vulnerability to economic fluctuations. These 
fluctuations might arise from external develop- 
ments, or from geographical and climatic factors 
in Canada, or as a result of errors of policy in the 
past and the limititions inherent in the Canadian 
economic and political structure, but all had the 
common characteristic of being, a t  the time, uncon- 
trollable by any means then at  the commahd of 
Csnadian governments. 

al,i.m ' ,  

The circumstances of the twenties included no 
spectacular changes such as those which brought 
the steep increases in government liabilities and 
expenditures associated with the wheat boom, the 
War and the immediate post-War conditiolls. Be- 
tween 1920 and 1930 the total per capita debts and 
expenditures of all governments rose but 13 per 



cent and 9 per cent respectively. During thia 
period, however, there were significant changes in 
government respossibilities and in the problems of 
Canadian public finance. Public welfare and high- 
ways occasioned the most rapidly increasing costs of 
government and these fell almost entirely on the 
provinces and the municipalities. Thus, while the 
total per capita debts and expenditures of the 
Dorpinion declined, those of the municipalities rose 
by over 20 per cent and those of the provinces by 
over 70 per cent. The provinces, which were r e  
quired to finance and administer the major portion 
of the ekpanding public functions, acquired a 
greatly enhanced importance in the governmental 
structure of the country. 

Cautious Policy of the Dominio~onsol idat ion of 
past developmental projects and avoidance of 
responsibility for expanding services 

Through~ut the period, the Dominion resisted 
the tem~tation to embark on new services and until 
the later years of the decade it  enforced a rigid 
economy on all controllable expenditures. By 1826 
a suBstantia1,reduction in current outlay had been 
effected. Rowever, in the boom prevailin3 after 
1926, expenditures rose slowly through diffused 
expansion of existing services. The only significant 
new obligation assumed was the assistance to pro- 
vincial old age pension schemes. The cost of 
general government rose substantially and there 
were moderate additions to the expenditures on 
agriculture and national defence. Offsetting these, 
the position in 1930 showed a substantial decline 

in current psyments on transportation, due mainly 
to the reduced deficits of the national railways. 
Although the outstanding debt of the Domitlion 
rose by $260 million, owing to the expendif,ures 
necessary .to round out the national railway prop- 
erties and for the extension of branches in the 
Prairie Provinces, the total interest charges de- 
creased, partly because of refunding a t  lower rates' 
of interest and partly because of the improved 
earning position of the Canadian National Itail- 
ways. 

In its endeavour to ease the burden of taxation, 
the Dominion a t  least managed to simplify the tax 
structure by reduction and elimination of special 
War taxes. Rising imports and rising prosperity 
boosted customs and excise receipts thus making 
it  possible to cut, the special levies. The business 
profits tax and some minor taxes were entirely 
abandoned. By successive cuts the sales tax was 
whittled down from 6 to 1 per cent. The corpora-' 
tion income tax was lowered. The income tax on 
persons was .cut and the exemptions repeatedly 
raised. I n  this way the indirect taxes of customs 
and excise resumed some of their former importance 
in the federal revenue system. I n  1913 virtually all 
Dominion revenues came from these two sources. 
In 1921, with the yield of special taxes at its peak, 
customs and excise produced little more than one- 
third of total revenues. In 1930 they produced a 
sum approaching two-thirds of total revenues. In 
its whole fiscal policy the Dominion was labouring 
for a return to pre-War " normalcy "-although it  
was no longer dealing with the pre-War economy. 

TABLE 39.-GOVERNMENT E X P E N D ~ E S ,  CU~RENT ACCOUNT, 1921 AND 1930 
(Thousands of Dollars) 

Municipal Provincial Dominion Total'.] - 
1921 l930 l921 l930 1921 1930 1921 1930 

...................... Net Debt Charges.. 86,944 65,740 14,384 29,476 162,488 149,098 202,476 232,622 

Defence - - - - 17,249 23,266 17,249 23,266 .................................. 
Penaiona and Aftercare.. - - - - 63,688 66,341 63,688 55,341 .................. 

......................... Publio Welfare.. 18,786 31,610 12,437 34,678 4,911 17,698 36,134 83,882 

Education.. ............................. 66,280 84,705 20,860 33,776 924 702 88,057 119,191 

Agriculture and Public Domain.. ........... - 9,174 21,241 17,696 23,298 26,722 44,484 

........................... TFansportstion 30,962 42,159 8,119 28,328 41,666 29,088 80,747 99,670 

Subsidies to Provinces.. - - - 12,212 19,036 - - ................... 
General E enditurea- 

Justice Xfkgislation General Gove~nment 
and kisoellaoeod. ................... '61,911 71,614 26,689 36,902 W63,733 (0170,332 *) 131,333 (.)177,849 

pp----- - ............................. TOTAL. 204,883 286.728 90.663 183.m 364.467 387r.M 636.405 l B6.092 
(91 Inter. ovmmentnl payments eliminated. 
0 1n01ufe:ea Pmt OAiae deRolt 014 046 
W I D O I U ~ ~ B  PWL o m ~  dssoit 01 6:081: 



Rapid Expansion of Provimbl-Municipal Expendi- 
turewovinces  assume major share of cost of 
expanding services; public welfare and high- 
ways 

Of 'the $200 million increase in current expendi- 
tures a t  all levels of government between 1921 and 
1930, the Dominion accounted for only $33 million. 
Of the $14 billion increase in total outstanding debt 
of all governments in this period, only one-qumter 
billion dollars wJ incurred by the Dominion (in- 
cluding the Canadian National Railways). The 
reluctance of the Dopzinion to embark on new 
services or to give assistance in financing them 
meant that the weight of the new demands fell on 
the provinces and municipalities. Moreover, the 
demands which loomed up in the twenties were for 
services falling primarily, if not solely, within the 
constitutional powers of the latter governments. 
Thus there was r marked rise in both provinoial and 
municipal debt and current expenditures. The 
$1 billion addition to the debt of the provinces and 
municipalities was largely incurred for publio utili- 
ties, highways and various projects of development. 
The greater part of the $173 million increase in the 
current expenditures of provincial and municipal 
governments in this period wrtrt due to increased 
debt charges arising out of these capital investments 
and to increased current expenditures on public 
welfare and highways. The provincial and local 
governments had either special interests or special 
responsibilities in these fields. 

With the virtual disappearance of the agricultural 
frontier, the increasing specialization of occupations, 
and the continued drift from 4he country to the city 
which accompanied greater industrialization, the 
self-sufficiency of individuals, families and com- 
munities continued to decline. The risk of indi- 
vidual misfortune which had formerly been carried 
by the individual himself, the family, or by 
informal community assistance and charity, was 
throughout thfs period assumed Ito an increasing 
extent by governments. At the beginning and 
again a t  the end of this decade the provinces and 
the Dominion, as well as the municipalities, made 
payments for the relief of unemployment. Through 
the initiative of the Dominion a provincially- 
administered old age pensions scheme was launched 
during the twenties, which involved the provinces 
entering the scheme in the responeibility of provid- 
ing half the rapidly mounting cost. The provision 
of mothers' allowances was extended. A growing 
rs#at ion  of the vital public interest in publio 
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health led to the extension of free curative and 
preventive servicw and to enlarged support of 
hospitals and similar institutions. 

Despite the economic and social changes whioh 
manifested themselves in a pronounoed manner in 
the twenties, Canadians adhered to the belief (quite 
appropriate in a simpler society) that the munici- 
palities were the proper agencies to bear any necee 
sary publio responsibility for social welfare. Pro- 
vincial governments through their assistance to 
welfare activities made many amendments to this 
doctrine. But the Dominion was barred from 
accepting any responsibility except, as it proved, 
when 8 public welfare problem overwhelmed both 
the municipalities and the province. Thus the 
greater part of the growing burden of these 
services fell upon the latter governments. 

Between 1921 and 1930 current public welfare 
expenditures of all governments rose 130 per cent. 
The Dominion share of this increase was confined 
almost entirely to the financial support given to 
provincial old age pensioas schemes and relief grants 
which regppeared again in 1930. Three-fourth? of 
the added outlays were borne by the provinces and 
municipalities. However, at the end of this period 
publio welfare still absorbed leas than one-fifth of 
the provincial-municipal revenues. Buoyant eco- 
nomic conditions throughout the greater part of 
the twenties kept publio welfare needs d a mini- 
mum and masked the fusdamental social and 
economic changes whioh had taken place. There 
was no obvious indication of the potential magni- 
tude of the financial responsibilities whioh the 
provinces and mutnicipalities had .assumed. 

Traditionally, roads and highways were a provin- 
cial and local responsibility in Canada. In a 
smaller, more compact and more evenly settled 
country, the coming of the motor vehicle would 
have precipitated a national highway program. 
Because great distances and natural obstacles 
divided the areas of settlement in Canada, the motor 
vehicle was at firet used only for inter-urban and 
short-haul purposes. The demand for national 
highways was long in emerging and the Dominion, 
struggling with its railway problem, limited its con- 
tribution to highway development in this period to 
temporary grants-in-aid to the provinces between 
1919 and 1928. The reconstruction of local r ~ a d s  
into a network of highways capable of carrying the 
ever-growing motor tr&o fell to the lot of the 
provinces and the municipalities. The automobile 
promoted ,the growth of suburban areas around the 
larger cities, thus extending the areas which required 
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new commbnity equlpmenb and iiriom municipal 
services. The rapid increase in the use of the auto- 
mobile throughout the twentiee made suburban 
development, as well as highway construction and 
maintenance, an ever heavier burden. 

Current outlay on highways by all Canadian 
provinces and municipalities was nearly doubled 
between 1921 and 1930. Capital investment8 in 
streets, highways, bridges, and ferries rose from 
$364 million to $743 million. Owing to the enforced 
restrictions on capital expenditures during the War, 
relatively little progrese was made with highway 
construction until the twentiea. In most provinces 
ambitious programs were launa&d early in the 
period. But the increasing speed, weight and num- 

I ber of vehicles rapidly pushed even new roads into 
obsolescence. Main highways were soon costing as 
much as railway lines of high standard. The 
demand throughout the period was much higher 
than the capacity of most provinces and municipali- 
ties to provide them. 

The British North America Act secured the prov- 
inces in control of education. During thia period a 
number of factors contrived to increase the cost of 1 this function. An equalitarian philosophy demanded 
the widest possible extension and constant improve- 
ment of educational opportunities. The growing 
complexity of the economy required an increasing 
variety of skills which could only be supplied by a 
-re specialized and more expensive educational 
system. Moreover, the predominance of younger 
people among the immigrants who flowed into the 
country after l900 altered the normal age distribu- 
tion of the population and brought a sharply 
increasing number of children to the schools in the 
twenties. The possibility of relieving the conse- 
quent growing burden on the provinces and muni- 
cipalities through substantial federal aid to educa- 
tion was limited if not entirely excluded by latent 
racial and religious issues. The Dominion made 

' special temporary grants-in-aid for agricultural 
instruction and technical education which were of 
some assistance in thia period, but these were not 
renewed when they expired. In the result virtually 
the entire burden of mounting educational costs 
remained with the provinces and the municipalities. 

During this period the provinces were more than 
ever concerned with promoting the development of 
their natural resources. Added attention was given 
to the protection of valuable forest reserves against 
fire and insects. Conservation of fish and game was 
linked with active promotion of the tourist trade. 
R o d  were built and geological surveys under- 
taken to encourage mining development. Various 

expenditures were made to encourage immigration 
and settlement in new are-. Consequently, b e  
tween 1921 and 1930, the current outlay on publia 
domain and agriculture rose from $9 million to 
$21 million. 

The publio utility projects pushed forward by the 
provinces during this period were closely allied to . 
their interests in public domain and development. 
Ontario invested heavily in hydro and Saskstohe- 
wan, Manitoba, New Brunswick, and Nova Scotia 
made capitd outlays on provincial electric-power 
system. The Prairie Provinces extended and im- 
proved their telephone facilities. The total pro- 
vincial capital investment in publio utilities (ex- 
cluding railways) rose from $172 million in 1921 to 
$330 million in 1930. These investments, however, 
were almost entirely self-supporting and whiie they 
added substantially to total governmental debts, 
they did not add (with the exception of tele- 
phones in Alberta) materially to the burden of 
debt charges. 

The Doubling of-Provincial Revmues-appearance 
of new sources; liquor control, gasoline taxes 
and motor vehicle liceneea. 

While the Dominion pursued s negative policy, 
avoiding new obligations and striving to cut down 
existing ones, the provinces and municipalities, 
taken as s whole, extended some of their old activi- 
ties in a marked fashion and assumed new responsi- 
bilities of an undefined scoDe. Greatly increased 
revenues were necessary to meet some $173 million 
increaae in annual expenditures of 1930 over 1921. 1 
Municipalities provided for their added costs by 
increased returns from existing sources of revenue, 
while the provinces relied partly on the increased 
yield of old sources and partly on new sources 
which they discovered. 

The tax on real property remained the mainstay 
of municipal revenue. In 1930, as in 1921, it pro- 
vided over 80 per cent of the municipal receipts. 
The post-War dump which drove down property 
values caused many municipalities acute embar- 
rasarnent in the early years of the decade. More- 1 over, the increased use of the automobile had a r 

serious and adverse effect upon the tax base in 
many of the larger urban centres. At the very 
time when it was compelling large expenditures ' 1  

on the improvement of atreets, it promoted the 
rapid growth of new residential districts outaide 
the boundaries of the city. Thia flight to suburban 
areas had a de~reesina effect upon property values 
within the central municip&ty. - HoweGr, the 
economic expansion of the twentiea, combined wib 



T~BLB ~ O . ~ O I W B N M B N T  hVlWUXX3, ~ W X N T  ACCOUNT, 1921 AND 1930 

(~hohanh of Dollarc) 

- Municipal Provhc~al Dominlon Total(') 

1921 l980 1821 1930 1921 1930 1921 1 l930 1 1 1 - - ~  I -- -p- 

....................... Federal Bubsidies.. I - I - I ;1,8661 14.2761 - I - I - I - 
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rapid urban $owth, came as an important counter- ' 
acting influence, supporting property values and 
strengthening the tax base for the time being. 
While all.other sources of municipal revenue yielded 
$20 million more in 1930 than'in 1921, the tax pn 
real property yielded an additional $67 milkion. 
Anything which had an adverse effect on re&l estate 
values would undermine Canadian municipal 
finance. 

The capaoity of the prdvinces to discharge the 
respohsibilities they had' assumed in the fields of 
publio Celfare, education, highways and public 
doniaih rested very largely on the remarkable in- 
crease in revenues derived from liquor control, 
motor vehible licences and gasoline taxes. Total 
provincjal revehues in 1930 were nearly double 
those of 1921; more than two-thirds of this in- 
crease was derived from the additional yield of 
these three items. Provinoial revenuesJfrom motor 
vehicle licences and liquor control rose by $11 
million and $23 million respectively during the 
period. Most important, the provincial gasoline 
taxes, which had not yet been imposed in 1921, 
were yielding more than $23 million in 1930. Total 

provincial reqenuee from corporation taxes, and 
succession daties doubled during the period but the 
total increase derived from these sources was con- 
siderably less thah the increase provided by the 
profits of liquor control alone. The provinces, 
which had once been expected to rely almbst en- 
tirely on revenues from public domain and the un- 
conditional federal subsidiesl drew oply 10 and 8 
per cent respectively of thew revenues from these 
sources in 1930. 

The Vutnerability of t b  Provivciat flkcal $ys- 
tems-the reluctance of the Qpminion to re- 
lieve or assist the provinces and to compen- 
sate for the great regional clisbadties 

During the twenties the provinoes, relying on 
new-found sources of revenue, inoreased their ex- 
penditures very considerably. Much of their cur- 
rent outlay was' on %ed charges and, therefore, 
uncontrollable. The responsibility for publio 
welfare was laden with contingent commitments, 
and their weight would vary inversely with the 
ability to carry them. During a depression their 
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.total expenditdes were certain to rise. ~ h e k  rev- 
enuea were, to a considerable extent, drawn from 
d - l u x u r y  "consumption taxes" which were 

-equally certain to give a decremed yield when 
there wae a contraction in incomes. The economy 
would reveal, under $he strew of economic reverses, 
great disparities in the width and adequacy of the 

-different revenue b w s  and in the vulnerability of 
fiwd eystems. The combination of falling rev- 
enues and rising costs would affect the different 
regions verjr unequally. The inherent weaknesses 
in the position of the Maritimes were clearly ex- 
posed early in the decade. The whole structure 
of provincial and municipal government on the 

' Prairies was highly vulnerable, and almost entirely 
dependent on the maintenance of the favourable 
export position of a single commodity: wheat. 
British Columbia too was heavily dependent upon 
favourable prices for its exports. Relatively speak- 
ing, the Central Provinces, with a more diversified 
economy and with their access to the national pools 
of wealth, had much the most secure and advan- 
tageous position.16 In  timea of prosperity these 
disparities, even though disturbing, were still toler- 
able. In  any period of sharp distress some kind of 
equalizing action by the Federal Government would 
be inevitable. 

During the twenties the Dominion Government 
took the lead in launching a system of old age 
pensions and agreed to match provincial appro- 
priations for that purpose under certain specified 
conditions. At the beginning and again a t  the end . - of the period the Dominion made emergency grants 6 to the provinces to  m i s t  in the relief of unem- 
ployment. When the serious plight of the Mari- 
times became an unmi~takable fact, the Dominion 
took steps to  assist them and increased subsidies, 
in accordance with the findings of the Duncan 
Commission, sufficiently to cover the current 
deficits. This was an admission that when a prov- 
ince had demoastrated in a painful way that i t  was 
unable to  fulfil its responsibilities, the Dominion 
was prepared to extricate it from its immediate 
difficulties. Only in extreme cases was the Federal 
Government willing to undertake equalizing action. 
In  all other circumstances the Dominion shied away 
from new financial burdens and studiously resisted 
suggestions that it  should aid the provinces to carry 
their mounting obligations. 

- 
"'Ontario and Quebea in 1830, with 80 per cent of the total 

population of the Dominion were collecting 87 per cent of the 
total succeenion duties. ~ h b s e  Provinces had large reeervea of 
revenue in their ability to make levies on nat~oual buainess 
oraanizations whose principal oRice8 and Drooerty were located 
within their bordets. 
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There were a number of reasons for this attitude 
on the part of the Federal Government. . i ts  own 
burden of debt and the CO& of reorganizing 
the government railways were acutely inhibiting 
influencei. Intent upon retrenchment and reduc- 
tion of debt charges, i t  insisted that the British 
North America Act laid the responsibility fof 
meeting the new demands a t  the doorsteps of the 
provinces and the municipalities. For the same 
reason it  was little disposed to assist the prov- 
inces by making conditional grants-in-aid for 
specific provincial services. Moreover, the condi- 
tional grant was far from being generally approved 
as an appropriate device in the hands of the 
Federal Government. 

Conditional grants were first used in 1913 when 
federal assistance to the provinces for agricultural 
instruction was granted for a ten-year period. As 
part of the reconstruction program a t  the close of 
the War, similar grants were provided for assist- 
ance to highways, technical education, control of 
venereal disease, and maintenance of employment 
offices. These grants were either experimental or 
were given under extraordinary circumstances. 
Most of them were given for but a limited period 
of time. However, there was a body of opinion 
which favoured vigorous federal initiative and 
leadership for national purposes, even in fields 
where the primary responsibility rested with the 
provinces. I t  supported the further. extension of 
the technique of the conditional grant as an instru- 
ment o f  national policy. The opponents to the 
use of such grants objected on the ground of the 
well-known argument that a government which 
spends public funds should bear the full responsi- 
bility of levying the taxes necessary to provide the 
money. They also emphasized that a hnrmonious 
federalism depended on the Dominion respecting 
the untrammelled independence of the provinces 
in their own sphere. They argued tlqat attempts 
$0 ensure careful spending of federal funds would 
involve the Dominion in a dangerous interference 
with the autonomy of the provinces. This latter 
view was dorninat in federal politics throughout 
the greater part of the twenties. Thus theory 
supported practical considerations of economy in 
rejecting conditional graqts. The system of con- 
ditional grants was not extended and the subven- 
tions for agricultural inetruction, highways, and 
technical education were allowed to lapse. Apart 
from exceptions already noted, the Dominion was 
bent on avoiding new obligations in the post-War 
period. The general prosperity of the later years 
of the twenties made this possible without any 



immediate repercussions in the provinces, but it 
did not prevent the provinces getting into seriously 
exposed positions. 

- 1  
Signs of approaching difEcultiee were not 

wanting. The distress of the Maritimes was met 
temporarily by the award of the Duncan Commis- 
sion which nearly doubled their subsidies. At the 
Dominion-Provincial Conference of 1927, when the 

I ' award was approved by the other provinces, all 
the provinces except Ontario and Quebec gave 
notice of further claims. They complained that 
their fiscal resources were not adequate to their 
obligations, and proposals ranged from the assump- 
tion of new services by the Dominion to the 
withdrawal of the Dominion from certain fields of 
taxation. The reply made by the Dominion 
Minister of Finance to these various claims and 
suggestions mirrors faithfully the attitude of the 
Dominion throughout the twenties. If'the obliga- 
tions of the provinces were heavy, so were those 

' of the Dominion. The Dominion was anxiously 
. concerned over its heavy debt and the importance E & ,  of maintaining Canada's credit so as to encourage 
l the flow of investment into the country. The 
, Dominion could neither undertake large new 

responsibilities nor relinquish fields of taxation. 
The  upp pliant provincial premiers had to derive 
what solace they could from the reminder that 
Dominion policy in lowering taxation helped to 
clear the field for heavier provincial taxation. 

Despite the anxiety of the Dominion to reduce 
its obligations the total annual sum transferred by 
way of subsidies and conditional grants to the 
provinces was higher in 1930 than in 1921. The 
award of the Duncan Commission, along with the 
payments on account of old age pensions, more 
than cancelled the savings secured through the 
lapse of several conditional grants. In 1930 a 
federal grant of $3 million for relief made its 
appearance. Dominion payments to the provinces. 
which had stood at $18 million in 1921, amounted 

, to almost $24 million in 1930. However, their 
' , relative importance declitled. Dominion subsidies 

" 7  and grants which had covered 20 per cent of the 
',l expenditures of provincial governments a t  the 

opening of the period covered only 13 per cent of 
those expenditures a t  ite close. In their assumption 
of new reeponsibilities, the provinaes had to rely 
almost entirely on their own resources. Depression 
was soon to show the common vulnerabiity of their 
h a 1  mtems and the great disphrities in the 
abilities of the different provincial governmenta to 
awry their incremed burdens. 

C . -. 
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3. DOMINION-PROVINCIAL RELATIONS 

Eclipse of Federal leadership-completion of 
developmental program, reluctance to assume 
new financial burdens, and lack of new national 
objectives 

The post-War period marked the end of an era 
in Canadian federalism. Up until the War, 
Dominion Governments had pursued, subject to 
minor hesitations and variations, a ' number of 
national policies which brought about an economic 
integration of the country and helped to make 
political unity a fact instead of merely an aspira- 
tion. The War and the problems of demobilization 

I 
served to continue into the twenties the federal 
leadership to which the country had become 
accustomed. But after the liquidation of the War 
policies a new situation presented itself. The 
policies of all-Canadian transportation and western 
settlement had been brought to fruition. The 
tariff, though revieed downwards to some extent, 
was a bone of regional contention rather than a 
unifying influence. During the period the con- 

I 
summation of Dominion status and the securing 
of a measure of international recognition brought 
the principal external policies of the country to a 
successful conclusion. The Dominion had com- 
pleted the concrete, positive tasks which the 
Fathers had set it  to do and no broad new national 
objectivas emerged to unite people behind federal 
leadership. Indeed, the discussions over national 
policies were much more concerned with assessing 
their past effeots than with oharting a national 
course in the post-Wax world. 

The social and political chaos loosed in the world 
by the War was manifested in Canada by the 
disorganization of the federal political system. 
During the first half century of Confederation, 
Canadian politics had been distinguished by the 
solidity of party loyalities and by the duration and 
etability of party administrations. But the Liberal 
Party was disorganized by the conscription issue ' 

and the Union Government disintegrated rapidly 
after the conclusion of the War. Federal politics 
in the first five years of the period showed the 
stultifying effect of this change. In the election of 
1921 the Liberals got a nominal majority of only 
a few votes over all parties. The 66 Progredvee, 
representing a revolt rigainst the old national 
policies, held the balance of power in the House of  
Commons. From 1921 to 1926 the composition of 
the House of Commons in which there were three 
parliamentary groups, none of them constituting a 



definite and stable majority of the House, 
discouraged the forming and carrying through of 
consistent and vigorous government policies. 

There were other reaaons why the Dominion did 
not embark on vigorous action. The public demand 
for increased government services in the twenties 
mainIy concerned things which were, in the first 
instance, a t  least, the constitutional responaibilities 
of the provinces. A compulsory national wheat 
board was beyond the peace-time powers of the 
Dominion. While the Government seemed gener- 
ally sympathetic to a national scheme of unemploy- 
ment insurance, it  was unable to embark on it  
without the co-operation of the provinces.* More- 
over, the heavy debt charges of the Dominion 
which, by 1921, were one-and-a-half times the total 
Dominion current expenditurea of 1913, were a 
matter of anxious concern to the Government and 
tempered any regret i t  may have felt that the 
initiative in most current problems rested with the 
provinces. 

The only important thing the Dominion did in 
this decade to overcome the constitutional obstacles 
50 federal action was to encourage the establish- 
b e n t  of provincially-administered old age pensions 
schemes with offers of financial awistance. This 
aseistance recognized a social problem which was 
reaching serious proportions. The wave of immi- 
grants which reached the country in the early years 
of the century was bound to produce at  a later date 
a wave of persons reaching the end of their active 
working lives. Those of mature age who had come 
to Canada in the early days of the wheat boom were 
ending the working period of their lives in increas- 
ing numbers in the late twenties. A greater propor- 
tion of these than of the younger immigrants or of 
the native born were unable to lay by a provision 
for their old age. They swelled seriously the ranks 
of the aged poor a t  a time when changes in the 
economic and social structure were intensifying 
generally the problem of old-age dependence. The 
heavy war casualties also contributed to the sudden 
emergence of the problem since many aging parents 
had lost the source to which they would normally 
have looked foi support. The burden of the care 
of the aged poor over-taxed the resources which 
had supported them in the past and, with other 
problems of public welfare making increasing 
demands, the provinces were reluctant to assume 

charge alone. The Federal Govern- 
ment & modi ed its principles and came to their 
aasis tance. 

Debatsr Hours of Oommons, 1822, Vol. 11, pp. 1078-4. 

With thie important sxaeption, the Federal Gov- 
ernment did not wreatle with the wial problem 
of the new age. Indeed, during the rising pro, 
perity of the twenties few were aware of their 
existence. "Normalcy", pursuit of wealth, aonfi- 
dence in high wages as the road to social eeouri& 
definite expeohtion that "norznaloy" mean& a very 
rapid advance in material prosperity and thak the 
full utilhation of new techniquw would not be 
retarded by economic conditions such aa maaa 
unemployment, represeated in Canada, aa in many 
other countries, the prevailing temper of the time. 
Given these beliefa there m m e d  leas need for 
federal aontrola. There was no broad public suppurt 
for a vigorous policy of the Dominion in the fieM 
of social welfare. In domeetio a f f a h  it contented 
itself with detailed modificatione and ampIi6cations 
of old-established national polioiee. 

Ascendancy of Provincial Qovemments--develop- 
ment of provincial resources, aggresmve high- 
way programs and extension of welfare services 
greatly enhance their importance and strengthen 
their political support 

The provinces were not affeoted by war weariness 
and there were many things to be done in the 
provincial sphere which solid majorities would 
support. The War had put a damper on provincial 
expenditures and many needs had accumulated. 
Each province proceeded to meet them in ao far 
ae its resources permitted. The national develop- 
mental policies, exprewd in railways and canals, 
were a t  a standstill, while new provincial programs 
of development, expressed in highways and water- 
power, were in the ascendant. 

An immediate result of this extended range of 
activity was to add to the prestige and power of 
the provincial governments. The provinces owned 
the natural resources which had become immensely 
valuable through the development of new tech- 
niques. A tribute to their new importance was 
the determination which the Prairie Provinces 
displayed in this period to get control of their 
natural resources. Labour and capital began to 
depend on provincial highway and other develop 
mental programs for jobs, contracts, and various 
industrial opportunities as they had formerly been 
dependent on railway construction and the echemw 
of development initiated by the Federal Gov- 
ernmerit. The "new men" of the period, the 
adventurous figures who discovered and developed 
the wealth of the Pre-Cambrian Shield, exhibiting 
all the vigour and df-confidence of a rising olaaa, 



associated themselves, as a rule not with federal 
politics but with those of the provinces where the 
key to their interests and aspirations lay. 

Moreover, provincial governments assumed a 
larger importance in the daily lives of the people. 
At the Dominion-Provincial Conference of 1927 
Premier Taachereau pointed out that "the prov- 

.inces were more in contact with the people, 
educating them, building their roads, and looking 
after their health." Prom the point of view of the 
recipients, they became also the donors of old age 
pensions; they provided mothers' allowances and 
minimum wage legislation. The popular basis of 
provincial political power waa being solidly laid at  
a time when the Dominion was losing its intimate 
touch with the people, and when its developmental 
projects no longer gripped the imagination and no 
longer gave increasing employment to labour and 
capital. Instead the Dominion was intensively 
engaged in making vexatious levies for the payment 
of old debts. 

The combined effect of these factors was to 
elevate the provinces to  a new position in Dorninion- 
provincial relations. The control over the public 
domain, the jurisdiction over public welfare, and 
over those economic matters in which the courts 
had sustained them, took on new content and 
significance. The provinces, which had once been 
compelled to struggle to escape complete domina- 
tion by the Dominion, had come into a goodly 
heritage of'their own. 

Federal Concessions to Provincial Claims-M&- 
time clahs,  natural resozirces question, water- 
power, Dominion-Provincial Conference, 1927 

The common intereat in western development 
had, for twenty-five years, continuously strength- 
ened East-West bonds of unity. In  the twenties 
a variety of regional interests began to eompete 
seriously with this common interest. British 
Columbia and the Central a Provinces acquired 
important direct contacts with external markets 
which lessened their dependence on internal 
markets. The political revolt in the immediate 
post-War years of western agriculture against the 
old line political parties has already been noted. 
The continuance of the post-War depreseion in the 
Maritimes up until 1925-26 seemed to argue that 
the national economic integration was of little 
advantage to the Maritimes and they attacked 
rather than supported the operation of the national 
policiee on which it  was b a d .  

The severe economic diflicultlee under which the 
Maritimes laboured in the early twenties aroused 
profound dissatisfaction, particularly after the 
contrast of marked recovery in the rest of Canada 
became apparent. By 1924 these adverse condi- 
tions produced a formidable movement for the 
vindication of "Maritime Rights", led and directed 
by the business interests of the region. Economic 
conferences called at  Moncton and Charlottetown 
in 1925 studied a wide range of economic problems 
and gave extended publicity to their final resolu- 
tions. While the formulated demands called for a 
solution through federal action, there were some 
who advocated secemion from the Dominion as the 
only escape from an intolerable situation. 

The economic and financial distreas of the region, 
combined with,the vigour of the agitation, led in 
1926 to the appointment of the Duncan &m&- 
siqn to investigate Maritime claims. The Province 
of Nova Scotia filed a comprehensive brief, dealing 
in detail with the whole range and history of 
Dominion-provincial relations as they affected the 
Maritimes. New Brunswick and Pripce Edward 
Idand accepted it as the basis of their case. All 
this material was marshalled together in a single 
volume for the purpose of proving that the Mari- 
times had never obtained the substance of the 
benefits promised them a t  the time of Confederation 
and that consequently they had never enjoyed a 
welfare and prosperity comparable tb those of other 
parts of Canada. The brief maintainkd that the 
Maritimes had never received their promised share 
of the internal commerce which the union was 
designed to promote and that this failure flowed 
from the fact that the national transportation and 
tariff policies of the Dominion had been framed 
and enforced in callous disregard of the righta of 
the Maritimes. 

I t  is not the present purpose to consider the 
justice of these claims nor to discuss the measurea 
of amelioration which the Commiesion proposed. 
It is rather to  draw attention to the political 
significance of the agitation. ,An entire region of 
the Dominion, moved apparently by a common 
sense of injustice, prptested against t b  inequitable 
operation of the nationd policies. Whatever rights 
may have been involved, the plight of the Mari- 
t h e e  was serious. A region, suffering from these 
dificulties and animated by a sense of injustice, 
found that its most immediate interest in national 
affairs was to secure some recognition of its 
regional troubles. . . .. =, 



By the time the Cornmidon on M a r i t h e  claims 
had reported the long-aontinued agitation of the 
Prairie Prbvinces for control of their natural 
resources had become very insistent. It is signifi- 
cant that at the Dominion-Provincial Conference 
of 19d7 where both huestions were considered, the 
Maritime Provinces and the Western Provinces 
supported each 6ther1s claims. The older provinces 
had retained the ownership of the natural resources 
within their boundaries but the Dominion, under 
the Manitoba Act, had reserved the western lands 
"for, the p u r p m  of the Dominion". Dominion 
control of these land8 had been the foundation of 
the national policy of western settlement and as 
well of the policy of a transcontinental railway. 
As settlement was now well advanced, it was 
plausible to akgue that the purpose of the 
Dominion had been achieved, and that the lands 
might now be transferred to the provinces. How- 
ever, the Prairie Provinces were not content merely 
to seoure control of the public lands. I n  this period 
of regional demands on the Federal Government, 
they insisted that the retention of the western 
natural resources had always been a violation of 
certain inherent "prbvincial rights" which ante- 
dated and were in no way abrogated by Confedera- 
tiofi. Accordingly, they claimed that the provinces 
were entitled to ask the Dominion to account for 
all the mhterial advantage it  had derived from the 
lands after 1870. They, therefore, sought an 
accounting from the Dominion on this basis. 

The Dominion Goverilment conceded the sub- 
stance of these claims in 1928, when after a confer- 
ence with representatives of the Government of 
Manitoba it  agreed that Manitoba should be 
"placed in a position of equality with the other 
provinces of Confederation with respect to the 
administration and control of its natural resources, 
as from its entrance into Confederation in 1870". 
The Turgeon Commission was appointed to "inquire 
and report as to what financial readjustments should 
be made to this end". The Commission interpreted 
this as an instruction to estimate whether "Mani- 
toba is ih as good a financial position aa she would 
probably Kave been in had her right to the admin- 
istration and control of her natural resources been 
conceded from the beginhing". The inquiry was 
directed toward reaching some kind of an estimate 
as to whether the alienation of Manitoba lands 
"for the Purposes of the Dominion" as set out in 
the Manitoba Act had caused loss to the Province. 
Alienation of lands far public purposes within the 
Province was regarded by the Commission as afford- 
ing but a slight baais for claims for compensation. 

"We are placing", eaid the Commimiop in ita 
report, "a light appraisal on the losa to the 
Provincial Government in respect to  homestead 
land." There was, it was held, no basis for a 
claim of compensation for land given to aid the 
construction of branch lines within the Provincd. 
For lands allotted to the Canadian Pacific Rail- 
way for the construction of its main line outside 
the Province, compensation waa held to be due. 
The Commiwion, by an intricate and ingenious 
calculation, estimated the cost of these alienations 
to the Province and made an award. A similar 
procedure was followed with respect to the claims 
of Saskatchewan and A1berta;lT and Commissions, 
headed by Mr. Justice A. K. Dysart, made awards 
to these Provinces upon the precedent set by the 
Turgeon Commission in the case of Manitoba. 
The transfer of the natural resources to the Prairie 
Provinces had important symbolic significance. I t  
marked the completion of the great effort of 
the Dominion to achieve nation-wide expansion 
through national direction of western settlement. 
The success of the Western Provinces in getting 
the Dominion to account for its stewardship as 
well as the recognition of the claims of the Mari- 
times announced a new era in Dominion-provincial 
relations, an era in which regional disparities, 
regional difEculties, and regional ambitions became 
a principal concern of federal politics. 

Another Dominion-provincial issue of import- 
ance in the latter years of the decade was that 
of the development of the St. Lawrence Seaway 
Canal. Proposals for development for navigation 
and power purposes were under consideration as 
early as 1920. Quebec, however, opposed the 
development of navigation lest i t  prejudice the 
port of Montreal, while both Ontario and Queb& 
opposed development of power by the Dominion, 
claiming that water power within the province, 
even in navigable waters, was a matter of 
provincial ownership and jurisdiction. Requests 
were made a t  the Dominion-Provincial Conference 
of 1927 for reference of th8 quwtion of jurisdiction 
to the Supreme Court of Oanda,  and the following 
year the Dominion referred ten stated questions 
to the Court, but owing to the generality of the 

lrThe Dominion Government's propond was that there 
should be, with respect to Baskatchewan and Alberta, an.inquiry 
"in order that the rovinces.might he placed in a p6eltion of 
equality with the o&er provinces M from Beptefnber 1 1906" 
the day upon whlch the rovinces came into being.  he 8 d  
katohewan overnment oonfeaded that the ad tletment should 
back to 187t the date of the transfer of ~ n p e r h  Land to cauadf 
A dated c m  WM mhmittd to the Court. and in 1091 the Bupreme 
Court hdd that the provinoe had no claim to the natural resonrw 
of the area rior to Beptember lot l#O6 In the following ear 
thia judgmenl) au upheld by the ~;dicial'Comrnith of the 
Council. 



queetions the amwere were far from conclusive. In 
the meantime the Quebec Legielature had granted 
a private corporation a oharter for a power canal 
on the Soulanges section of the p ropod  seaway 
development. Although the company subse- 
quently had to apply to the Dominion for per& 
sion to divert water from Lake St. Francis, the 
undertaking was begun and, after the opinion of 
the Court was delivered, permission for the diver- 
eion wag given by the Dominion. The diieoussion 
in Parliament on the permit indicated that, despite 
the inconcluaiveneea of the opinion of the Supreme 
Court on the matter of jurisdiction, the Dominion 
had substantially conceded the provincial claims to 
ownerahip and control of water power in navigable 
waters. 

During the twenties the method of amending 
the Constitution for the first time became an i m e  
between the Dominion and the provinces. The 
method of amending a federal canstitution is 
always difEcult to work out, but the problem had 
been fineseed in 1867 by omitting from the British 
North America Aot all reference to amendment and 
thus leaving amendment to the enacting authority 
-the Imperial Parliament. The change of status 
of the Dominion during and after the Great War 
gave rise to a widespread demand in the twenties 

I for the transfer of the power of amendment to 
, l  Canada. This inevitably r a i d  the queetion of 

method and at the very time that the prestige of 
the provinoes was in the ascendancy. The British 
North America Act had been amended six times, 
but on one occasion only-that of 1907 which 
concerned provincial subsidies-had the provinces 
been consulted. At the Dominion-Provincial Con- 
ference of 1927 the Dominion Government raised 
the question and recommended that Canada should 

I have power to amend her own constitution, that 
I the provinces should in all c a m  be consulted, and 

that for the amendment of a number of specified 
matters deemed fundamental the consent of all 
provinces should be required, but that in other 
matters the consent of the majority would be suffi- 
cient. Despite the consideration given to provincial 
sentiment, the proposal failed to carry, because of 
disagreement ae to method and because certain 
provinoes were opposed to any change in procedure. 

* , A sikificant contribution was later made to the 
literature of constitutional theory (and hence to the 
controversy over methods of amendment) by the 
Government of Ontario when the Statute of Wesb 
minster, which was to formalize certain of the 
hdinge of the Imperial Conferences of 1926 and 
1929, was under diecussion. Ontario opposed 

adontion of the Statute by the Dominion without 
consultation with and approval by the provincea 
on the ground that the Statute was in effect an 
amendment of the British North America Act, and 
that this Act was a compact between the provinces 
and as such could not be amended without their 
consent. Following the election of 1930 the new 
Government called a conference of the provinces 
and secured their approval of the Statute, thereby 
seeming to admit the validity of Ontario's argument. 

No lees significant than the apparent retreat of 
the Dominion on various constitutional matters 
were the growing demands for the expansion of 
provincial revenues a t  the expense of the Dominion. 
The Duncan Commiavion, as already noted, found 
that the Maritime Provinces were in a serioua 
condition of fiscal need and recommended on one 
ground or another substantial inweasea in eubsidies 
to these Provinoea. The demaads of the Prairie 
Provinces for the return of their natural resources 
were obviously aimed not only a t  establishing the 
constitutional equality of these provincea but at 
increasing their revenues as well. The Dominion- 
Provincial Conference of 1927 waa the occasion for 
warnings from British Columbia of its difficult 
financial position, as well as for general demands, 
from virtually all provincea,, for increased eubsidies 
and for granta for such matters as highways and 
technical and agricultural education. The Confer- 
ence also heard demands for enlarging the provincial 
tax baae, British Columbia urging that the 
Dominion should withdraw from the income tax 
field, Manitoba that the provinces should be 
granted a fixed percentage of customs and excise 
taxes. All these incidents and demands were 
symptomatic of the narrow margin of safety in 
which the provinoes were finding themselves, and 
indicated that any serious renewal of economic 
diculties would increase their demands upon the 
Dominion. 

Throughout thie period the provinoes were 
politically aggressive in undertaking new aotivitiea, 
in advancing their own affairs, and in securing 
concessions from the Dominion. In their d 8 -  
culties, in their ambitions and opportunities, as 
well as in the disparities between them, several 
sets of common interests of a regional character 
emerged. Them regional forcea served to weaken 
the common interest in a national integration based 
on wheat. In the general prosperity of the twentiee, 
which provided an expanding national income, the 
regional interests were harmonized amicably with- 



out aerious friction c& serious sacrifice and the 
province8 were able, with more or less difficulty, 
to carry the new responfflbilitiea they had assumed. 

But the great depression which began a t  the end 
of the period, and which will be deecribed in the 
next chapter, was to widen greatly the disparities, 
and to reveal both the insecurity of the foundation 
on which prosperity had been based, and differences 

of intereat which were extremely d'icult to recon- 
cile under conditions of sharply falling revenues. 
These differences of interest were to amme a new 
mgnificance i s  an era of depression, when weaker 
provinces, overwhelmed in the struggle to carry 
new and old responsibilities, were to become finandial 
wards of the Dominion, and the strongest prov- 
inces stood to gain by enlargement of provincial 
autonoxpy. 




