Technical and Bibliographic Notes / Notes techniques et bibliographiques

The Institute has attempted to obtain the best original
copy available for fiming. Features of this copy which
may be bibliographically unique, which may alter any of
the images in the reproduction, or which may
significantly change the usual method of filming are
checked below.

Coloured covers /
Couverture de couleur

Covers damaged /
Couverture endommagée

Covers restored and/or [aminated /
Couverture restaurée et/ou pelliculée

Cover title missing / Le titre de couverture manque

Coloured maps / Cartes géographiques en couleur

Coloured ink (i.e. other than blue or black) /
Encre de couleur (i.e. autre que bleue ou noire)

Coloured plates and/or illustrations /
Planches et/ou illustrations en couleur

Bound with other material /
Relié avec d’'autres documents

Only edition available /
Seule édition disponible

Tight binding may cause shadows or distortion along
interior margin / La reliure serrée peut causer de
Fombre ou de la distorsion le long de la marge
intérieure.

Blank leaves added during restorations may appear
within the text. Whenever possible, these have been
omitted from filming / |l se peut que certaines pages
blanches ajoutées lors d’'une restauration
apparaissent dans le texte, mais, lorsque cela était
possible, ces pages n'ont pas été filmées.

\f Additional comments /

This item is filmed at the reduction ratio checked below /
Ce document est filmé au taux de réduction indiqué ci-dessous.

10x 14x 18x

Llnstitut a microfiimé le meilleur exemplaire qu'il lui a
été possible de se procurer. Les détails de cet exem-
plaire qui sont peut-étre uniques du point de vue bibli-
ographigue, qui peuvent modifier une image reproduite,
ou qui peuvent exiger une modification dans la métho-
de normale de filmage sont indiqués ci-dessous.

Coloured pages / Pages de couleur

Pages damaged / Pages endommageées

Pages restored and/or laminated /

Pages restaurées et/ou pelliculées

‘/ Pages discoloured, stained or foxed /
Pages décolorées, tachetées ou piquées

Pages detached / Pages détachées

/| Showthrough / Transparence

J Quality of print varies /
Qualité inégale de I'impression

Includes supplementary material /
Comprend du matériel supplémentaire

Pages wholly or partially obscured by errata slips,

tissues, etc., have been refilmed to ensure the best
possible image / Les pages totalement ou
pariellement obscurcies par un feuillet d'errata, une
pelure, etc., ont été filmées a nouveau de fagon a
obtenir la meilleure image possible.

Opposing pages with varying colouration or

discolourations are filmed twice to ensure the best
possible image / Les pages s'opposant ayant des
colorations variables ou des décolorations sont
filmées deux fois afin d’obtenir la meilleure image
possible.

Cover title page is bound in as last page in
Commentaires supplémentaires: book but filmed as first page on fiche.

22x 26x 30x

12x 16x 20x

24x 28x 32x



Loy
AR PRIt
A7

PR



*poysiiqmuo JFutoq 801U0[0) 'V N T
uooajoq epuay, eox [ [vooxdjooy 03 wopeefqo
on oAuq juowiuloAoy |eiredw] 9uy] ONILVIG

1981 ‘HAARTAON ig

"HOLVdSHA

‘abv) & "ON

-



. T e X
S g pe MY

SR g ST

1. —_—
~ TR
L
S
. o
. L
) ! H N A(A
A
. L
K
.-



eice

-:\’P“

-
4[ »’.‘.

COPY OF ORDER IN COUNCIL,

Approved 2%rd November, 1859

On a communication dated 21st inst,, of the Hon. the Minister of Finance stating
that it is desirable to extend the arrangements whereby cortain productions of the
B. N. A. Provinces are reciprocally admitted free, so as to include all articlss, either
prodaced or manufsctured, within the said Provinces;

That it would also be important to ascertain how far it might be practica‘ble to
assimilate the Tariffs of the seversl Provinces so as to permit entire Free Trade
between them. .And he recommends that Your Excellency be requested to communi-
cate with th. Lieutenant-Governors of New Branswick, Nova Scotia, Newfoundiand
and Prince Edward Island, for the purpose of ascertaining whether the Governments
of those Provinces are prepared to unite with Canads in recommending Legislation
for the purpose of establishing the reciprocal free interchange of all productions and
manufactures of the respective Provinces; and further, to enquire how far it might
be practicable to assimilate the Tanﬂ’s of the several Provinces 50 a8 to permit entire
Free Trade between them.

The Committee concur in the recommendation of the Minister of Finance, and
submit the same for Your Excellency’s approval







(Cory.)
No. 34,
Downing STREET,

12th April, 1860.
S,

I have the honor to acknowledge the receipt of your despatch, No. 122, of the
24th November, enclosing & copy of a Report of a Committee of the Executive Coun-
cil of Canada, approved by yourself, in which the Committee recommend the estab
lishment of reciprocal Free Trade between the British Provinces in Nerth Ameriea.

Havingreforred this Report for the consideration of the Lords of the Committee
ot Privy Council for Trade, L transmit a copy of their Lordship’s reply.

I have, &c.

NEWCASTLE.
The Right Honble. Siz E. Heap, Bart.

——

My. Booth to the Under Secretary, Colonial Offics.

Orrics o CopurTee oF Prrvy Counorn For TRADE,
- Whitehall, 14th March, 1860,

Sz,

The Lords of the Jommittee of Privy Council for Trade, have had under their
consideration your letter of the 23rd December last, transmitting fot their opinion,
by direction of the Duke of Newcastle, a copy of a Despatch from the Governor of
Canada, enclosing a Report by a Committee of the Executive Council of the Province,
recommending~—

Furstly—Tho extension of existing arrangements by which certain productions
of the British North Amorican Provinces are reciprocally admitted daty free, soas
to include all articles the produce or mannfacture of sach Provinces.

Serondly ~The assimilation of their respective tariffs so a8 to permit complete
freedom of trade between them. o

I am {0 request that you will submit to his Grace the following observations on
tae subject of these propositions :

My Lords have on scveral former occasicns expressed their objections to the
policy of the arrangements which the first of these recommendations proposes to
extend. They more especially desire 10 refer tho Duke of Newcastle to their letter
to the Colonial Office of the 26th June, 1855, which was communicated by Sir Wm.,
Molcsworth in a Circular Despatch of the 11th August of that year to the Governors
of the several West Indian Colonies.

To the opinions expressed in that letter, and in the Circular Despatch of Sir
Wm. Molesworth, my Lords still adhere.

The distinct and formal natare, however, of the proposal now under considera-
tion, aud the strong disposition which has been repeatedly evinced by some of the
North American Provinces, and West India Islands, to enter upon the course of
legislation to which Her Majesty’s Government on that occasion thought it necessary
to object, has led. my Lords to consider whether it muy be possible in any degree to
meet the views of the Executive Council of Canada without seriously compromising
the rules of commercial policy, which, iu their opinion, it is of the highest importance
to maintain.

The fundamental principle of the policy of Freo Trade is that no duty of Customs
shall be imposed except for the purpose of Revenuo. To give effect to this principle,
it is necessary either to levy import duties upon those articles alone, which-are not
produced in the importing country—or to place an Excise or internal duty vgual in
itsdani;)nna-g to-the import.duty upon-those articles which are produced both at home
and abroad. Co . ‘ . .
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In accordance with these rules it will be found that noearly the whole Customs
revenue of the United Kingdom is derived from nrticles to which one or other of
them is applicable.

In the year 1858, the net revenue received from the Duties of Custom, upon each
of the following articles, was:

Coffee, - - - - . - £ 440,000
Currants and Raisins, - - - ~ 432,000
Sugar and Molasses, - - - - 5,842,000
Tea, - - - - . - 5,186,000
Tobacco, - - - - - - 5,432,000
Wine, - - - - - 1,703,000
Spirits, - - - - - - 2,264,000

Total - - - 21,299,000

The total net revenue derived from Customs, in that year, having been only
about £23,830,000.

The changes in the Tariff of the United Kingdowm at present under the conside-
ration of Parliament, will, when completed, effect a large further reduction in the
revenue derived from articles other than those enumerated above.

If similar conditions of production and financial requirement existed in all the
portions o the British Empire, there would be nothing in the strictest principles of
Beonomical Law, to provent them from forming a vast Comamercial Union, with a
Qommon Tariff, and complete freedom of trade batween thom.

So far, however, from such similarity existing, the British Crown embraces in
ite rule, countries exhibitin:y almost every conceivable variety of snil, climate, popu-
lation and wealth, rendering the conditions both of production and consumption so
diverse as to preclude the possibility of any common commercial system.

Any general assimilation of Tariff, therofore, or Freedom of Trade between all
the different portions of the British Empire, is altogether impracticable, so long as it
is found necessary or expedient to make oxternal trade a medium of taxation.

It remains to consider how far it is possible to admit this policy iu the case of
particular portions of the possessions of Her Majesty, such us the group of the North
American Provinces, the Australian Colonies, or the Weast Iudian Islands.

It is easily conceivable that there may exist in two or more distinet possessions
of the Crown, such an identity of character, both as regards their industrial and sheir
financial condition as to render their commorcial union compatible with the mainte-
nance of the rules of Imperial policy which have been indicated above; and wherever
such identity is found, there appoars to my Lords to be no reason, so far as commer.
cial principle is concorned, to deter Her Majety's Government from giving their
assent to any such union, if it be desired by the several communities concerned,

The advantage of such an arrangement between the Colonies 3o contignous as
the North American Provinces, divided as some of them are only by a land or river
frontier, are sufficiently apparent.

The maintenance of ditferent tariffs, and of inland Custom Houses, is obviously
both expensive and inconvenient, and must very seriously interfere with the natural
operations of trade.

In the case of the Australian group of British Colonies, the sxpediency of their
adopting & common tariff has, on former occasions, beon considerod by Her Majesty’s
Government, and although ths mensuie has never been carried into effect, it is pro-
bable, that if practicable, it might be attended with similar advantages.

The group of West Indian possessions do not present altogether similar condi-
tions, nor do their motives of commereia! union appesr so decided.

At the present time, however, it is only necessary to consider the case of the
North American Provinces, but in sanctioning any megsurs of the nature of that
under discussion, it must be recollected that & precedont will be established which
will 1make it more difienlt to resist future extensions of the principle which is would
involve,

It cannot be denied that the commereial conditions of the five provinces in ques-
tion present a great similarity of general characteristic.
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In all of them the principal industries are in connection with the field, the forest,
or the sea,

Their exports are, with some varieties, principally flour, grain, butter, and
cheose, potatoes, timber and lumber, coal, cattle, fish, furs and skins. Their imports

chi&aﬂy_ manufsctured goods and colonial produce, sugar, tes, coffee, tobacco, spirits
and wine. ‘

Their financial wants aod resources must of course vary with circumstances,
but there seems to be no essential obstacle of an insuperable kind to their Commer-
cisl Union.

In the abstract, therefore, it seems probable that such a measure as that under
consideration might be adopted with regard to these provinces, without in any way

ir;’fringing the principle of taxation which Her Majesty's Government desire to
observe.

For such purpose it would be only necessary for them to raise tho whole of
their Customs revenue from articles which nono of them produce, such as tea, coffes,
tobaceo, sugar, wiune, or from articles from their own produce upvn which they
could place corresponding internal duties such as spirits.

In all of them, however, an mmportant part of their Custom duties are levied
upon articles which they themselves produce, and upou which it would be very
inexpedient to place such internal duties as should countervail the duties upon
importations.

So long as this is the caso, and from the experience afforded by the recent Cana-
dian tariff, there seems no immediate prospect of a charge in this respect, my Tords
are unable to preccive how an exclusive exemptirn from import duties, applicable
to their respective produce, can be sanctioned without giving a serious extension to
the protective system in Her Majesty’s ¢olonial possessions, to the partial adoption
of which, my Lords have on several occasions expressed their strong objection.

They are, therefore, of opinion that the assent of Her Majesty’s Government to
the first proposition of the Executive Council of Canada, shoul given except
under the following condition, viz : A

That any exemption from import duty applied to the produce and manu-
factures of these provinces respectively, shall be equally extended to
all similar produce and manufactures of all Countries.

This condition appears to my Lords to supply a self-acting rule, under the opera.
tion of which two or more British possessions may at any time avail themselves of
the advantages which must result from complete freedom of trade between them,
whenever, and whenever oaly, they can do so consistently with their own well under-
stood interests and with those of the Empire at large.

More than this, my Lords do not think such colonies could themselves desire,
except from a wish to afford protection to each other's productions, an object which
Her Majesty’s Government cannot be expected to promote.

The second proposition of the Committee of Council, viz.: the assimilation of
the tariff of all the Norsh American Provinces, is probably considered by that body
as in a greut measure dependent on the adoption of their first recommendation.

So far as this is the case, my Lords can, of course, only approve of it subject to
the qualifications which they desire to enforce with respoct to that recommendation.

{t is not, however, necessarily dependent upon the former arrangement, and
regarding it as a distioet proposul, my Liords can only say that on abstract grounds
there can be no possible objection, either of principle or policy to its adoption by the
common consent of all the Liegislatares concerned.

In practice, however, the effect of such an assimilation upon the commercial
interests of the Empire in general, and the Colonies in guestion in particular, must
depend ontirely on the mode in which it is carried into effect, and it cannot be
denied that the recent policy of Canads, as exhibited in the Tariff of 1259, presents a
serious obstacle to the proximate realization of such a veport:

The Tariffs of all the other North American Provinces are more favorable to the
principal exports of the United Kingdom than thatof Canada, which, if not protective
in its intention, is certainly so in its effect,
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Their comamon adoption, therefore, of the Canadian duties, or of any mesrer
approximation to them than exists already, would, in the opinion of this Board be
open to decided objection unless it can be shewn that the financial condition of each
of tho provinces in question afforded a justification for such 2 measure similar to that
which was admitted in the case of Canada.

1 have, &c.,

The Under Secre fS J BOOTH.
¢ Under of State,
Colonial Oﬂ‘i::.ry

No. 34, 12tk April.

GOVERNOR'S SECRETARY's OFFICE,
Quebec, 2nd May, 1860.

S

o I am directed by His Excellency the Governor Genersl, to cnclose a Copy of &
Despatch and Enclosure from the Secretary of State, and to request you to report to
Council on the mstter.

I have the honor to be,
Sir,
Your obedient sg.v%‘nt,P
Governor’s Secretary.
The Honorable,
A. T. Gavy,
&e., &, &ec
Finapce Minister.

MEMORANDUM.

The Minister of Finance hns the honor to report to His Excellency the Governor
General in Council upon the Despatch from  His Grace the Duke of Newcastle, dated
12th April last, and upon the Report of the Lords of the Committee of Privy Council
tor Trade, dated 14th March last. on the subjects of the cstablishment of reciprocal
Free Trade between the British Provinces of North Americs, and an assimilation of
their rospective Taritfy,

In their remarks on their £rst subjects, my Lords distinctly admit that the
identity of production and similarity of coudition, render an arrangement for
reciprocal Free Trade between Coloniec - contigucus as the North American Pro-
vinces “sufficiently apparont "—and that * the maintenance of different Tariffs and
of Inland Custom Houses is obviously both expensive and inconveriont, and must
very feriously interfere with the natural operation of trade.” My Lords further state
that “ there seems to be no essential obstaclo of au insuperable kind to their com-
me: eizl union,” and that the measure contermplated might in the abstract bo adopted
without infringing the principle of taxation, which Hor Majesty’s Government desire
toobserve. But my Lords proceed to state that ¢ it would only be necessary for them
(the Colonies) to raise the whole of their Customs Revonue from articles which none
of them produce, or from articles of their own production on which corresponding
Exci~e Dutios could be imposed.” That this condition could not be observed, my
lords immediately proceed to demonstrate, by stating that “in all of them, however,
an important part of their Customs Dutios arc levied upon articles which they them-
«clves produce, and upon which it would be very inexpedient to place such internal
duties as should countervail the duties upon importations.” And my Lords, believing
that there is no immediate prospect of a change in this respect, ¢ are unable to per-
ceive how an exclusive exemption from Import Duties applicablo to their respective
produce, can be ranctioned without giving a serions exiension to the protective
rystem in Her Majesty’s Colonial Possessions, to the partial adoption of which my
Lords bave on scveral occasions expressed their strong objections,” They are
therefore of opinion that the assent of Her Majesty’s Government to the first
proposition should not be given except under the followiug condition :

‘“That any exemption from Import Duty applied to the produce and manufac-
tures of these Provinces respectively, shall be equally extended to all similar Produce
and meanufactures of all countries.”
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Upon this condition, my Lords, remark that “more than this they do not think
such colonies could themselves desire, except from s wish to afford protection to each

other’s productions, an objecc which Her Majesty’s Government cannot be expected
to promote.”

The undersigned respectfully snbmits that the cordition proposed by my Lords
is inconsistent mgt?b the state of facts which is admitted by the?r report to exist—and
being calenlated absolutely to defeat the object, becomes thereby opposed to the
development of Free Trade, which Her Msjesty’s Government desire to cstablish as
the commercial policy of the Empire. This state of facts, and the conciusion drawn
from them, must either harmonize, or the conclusion must be erroseous, which is
believed to be the present case, and the undersigned states with great deference that

ho believes it arises from my Lords having given too contracted a view to the
principle of Free Trade.

My Lords state “ the fundamental principle of the policy of Free Trade is that
10 Duty of Customs shall be imposed, except for the purpose of revenue "—and they
deduce therefrom—* To give effect to this principle it is necessary either to levy
import duties upon those articles alone which are not produced in the importing
counwry, or to an Excise or Internal Duty equal in its amount to the Import
Daty upon those articles which are produced both at home and abroad.”

The principle thus laid down and the deduction from it, do not, it is contended,
embody Free Trade, but are only the application of it 0 as to suit the peculiar fiscal
position of the British Islands. Free Trade has a much wider significance and requires
the removal of all artificial burthens upon Trade. 1t cannot for a moment be argued that
under the principle laid down by my Lords, there is Free Trade between Great
Britain and America, while enormous duties are levied upon tobacco, or with China,
while five millions of revenue are derived from tea. In both cases the removal of
the duty would vastly increase the consumption in the British Isles, and would stimu-
late Trade with these countries, while equally would the removal of their duties upon
British goods. increase the export to buy tobacco and tea. It is therefore argued
by the undersigned that the principle of Trade as stated by my Lords applies
only to the distribution of taxation in the most equitable manner over the people,
that it is necessarily subject to various modifications in its application, acd that in
relation to the colonies, Imperial policy ought not to be governed by one rale of
economical science, but should be based upon wider and more geueral views, having
regard not only to their individual welfare, but also to their future as outlying por-
tions of Empire, strengtening Great Britain in proportion to their strength, and
weakening her in proportion as they are themselves weak and divided.

The undersigned has already ventured to state,as his understanding of Free
Trade, that it is the unrestricted interchange of the labor, skill and capital of man-
kind. The circumstances of the world and the jealousies of nations will probably for
ever prevent its universal adoption, but an approximation should be sought wherever

racticable, and plainly it can be more readily attained between subjects of the same

mpire than between foreigners, while it is also subject to interruption from war
or a change or national policy; my Lords themselves admit that it would be very
desirable to have one common Tariff and commercial system for the whole British
Empire, they regret that the diversity of soil, climate, poprlation and wealth appear
to forbid this hope, but they state that the dependencies of the Em})ire may be capa-
ble of being s0 grouped as to permit the application of the principle advantageously

to them.
This is precisely the ol:gect sought hy the Canadian Government, they desire to
bring the North American Provinces under one system—to remove all restrictions on
trade—to exchange the fish and coal of one province for the breadstuff’ and timber of

another—and to carry out the true principle of Free Trade as fully as possible within
their own jurisdiction.

The Canadisan Government ge farther, and believe that were the principle once
fairly at work here, the same systom might be applied in the other Colonies, that
instead of fifty different tariffs and commercial systems under the British Crows,
they might easily be reduced to five or six. That it would then be infinitely more
ensy than at preseut to barmonize them with each other, and with that of the Mother
Country, and while the financial requirements of the several portions of the Empire,
might yet render import daties necessary, they could be so arranged as to pross most
lightly upon the general resources and industry of tho whole people.

My Lords propose to attach & condition to the adoption of this policy by the
North American Colonies—which wholly forbids its acceptance. We are willing to
_admit the produce and maaufactures of each other, but we do not choose top
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other countries on the same footing, from whom we receive no countervsiling sdvan-
tages—and to the manifest defeat of our policy of dmwinimore closely the bonds
which unite us as dependencies of the same Empire. My Lords must surely admit
that the proposition of Canada is one that tends to remove existing restrictions upon
trade—even if it does not go as far as their Lordships themselves wish—that it must
increase tho identity of feeling and interest between the North American Provinces,
—and that on both grounds it should commend itself to the approval of Her Majesty’s

Government.

In farther illustration of the argument of the undersigned, that my Lords have
placed the grounds of their objections, on much too narrow a basis,—~and that general
litical questions must bo cousidered in connection with the subject, it may be
desirable to point out, that the whole case of my Lords rests npon the maintenance
of a state of things in the North American Provinces, which is manifestly temporary,
and which in the case of Canads has already been changed by the Union. The srga-
meut and condition of my Lords only apply so long as these Provinces remain with
separate legislative powers, the ubion of two or all of them would instantly give that
measure of Froe Trade which Canada desires. If this result then woald flow from a
political act which many statesmen, both at home and in the Colonies, believe desire-
able, why should not the Provinces now be permitted to benefit by & commercial
union, in anticipation of a more intimate political connection.

It appears to the undersigned that in the report of the Lords of the Committee
on Privy Council for Trade, another and important constitutionsl question is raised,
in regard to the right possessed by two or more Colonies, each possessing self-gov-
ernment, to arrange between themselves the terms upon which their commercial
intercourse shall be maintained. The views beld by my Lords appear to point at the
assertion of a degree of contest on the part of the Imperial Authorities, which would
not be urged against the independent action of any one such Colony. The point in
question appears to the undersigned of great importance, and raizes a new and more
extended view of the relations which Constitutional Colonies bear towsrds each other.
It appears therefore to the undersigned that it would be very desirable to havoa
thorough cxposition of the views of the Imperial Government on the question of the
powers of the several Constitutional Colonies to decide themselves upon sz bjects con-
nected with their 1nternal Trade, in order that a proper understending may exist
snd that the difficulty may bo avoided of discussion aiising hereufter upon action

taken by the Colonies.
A, . GFALT,

Minister of Finance.

20th August, 1860.



(Cory.) Canapa, No. 2.
Copy to the Finance Minister Dec. 30th, 1861.

DowninGg STREET,
5th November, 1861.
My Lorp,—

I think it right to inform you that I have not overlooked the important subject
of the Mmister of the Exccutive Council, forwarded to me by Sir E. Head in his
despatch No. 2 of the 2nd of January, relative to the establishment of a reciprocal
free trade betwoen the British Provinces of North America, and an assimilation of
their tariffs. The Government of Canada thought it desirable to make an attempt to
accomplish these ends, and wished to know whether there would be any objection on
the part of the Imperial Government.

I have the honor to inform you that Her Majesty’s Government feel no wish to
offer an obstacle to any endeavor which may be made by the respective Frovincial
Governments to bring about a free commercial intercourse between the North
American Provinces,

I bave, &c.,
(Signed,) NEWCASTLE.



