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" Our Relations to the West Indies
o ) | By T;.B., MACAULAY.* - :

Gentlemen of the Conadian Club,—It is both a ph;lasgrgdaigdl
a privilege to talk over’with you, who are ar{mng tfeth?: Fmg-
citizens of Toronto, one E?ft the g{ega;c:est rIE‘tl'lc‘;b gg‘iitz?nding f'a.ct
ire; reciate that privilege. 'l 1
{Jkllgi ’e?;i g)eist?n would admit, in connection with the ggmﬂgg—
cial affairs of the Dominion to:da‘y, is the f;xchange si cllla rt:
It is upon everybody’s tongué; it enters into every depaLf -
ment of business, and has effects that we little dreamed o
0 ago.
ye:at.r;rroggrse tgo approach this question from the Exchan%fg
standpoint, Fere we have, in the United States, the %0\.11 d
sterling selling at $3.40. In other words, New York e}cc tan%o
is at a premium in London-of over forty per cent.,d or 3{ w
forty-five per cent. In other words, it takes in Londom$$r.n
to buy $1.00 in New York—assuming that the pound sterli %
is in reality worth $486.23. Now, we in Carﬁadg ogcgé)}éo .
midway position. The pound sterling is worth about 3. ;
and, on the other hand, New _quk_funds are at a prer‘munl\lI 0
sixteen per cent. Look at it in another way, you éee dpw
York funds at a premium of sixteen per cent., and I ;nét 1ar§
funds at a premium of twenty-five per cent. in the O ouna
try. ‘The two just make up,—even ‘up,——be_causlc: wleiT oc‘:l%;[)cy‘rk_
midway position that links in precisely with the New Yor!
ex%lgxt:*;geiln the first place, to what is that due? Itisa v;tai
and serious problem. It is increasing the price we 1319.3{t or
* everything that comes from the United States,l?an - ;1 ‘:z
restricting our export trade. What is it a.ll'a‘t::outi Pl ih
heard professors of political economy say it 1s due to the

inflation of the Canadian dollar, that our Canadian dollar is

not worth as much as the American dollar. Well, let us look
at that for a moment. ~

* Besides being President of the Sun Life Assurance Company, and -

i ’ y ts Association of
isti hed member of the Chartered Accountan
:ériﬁttn}i}ﬂ;in and the United States, Mr. Macaulay has long taken

a great interest in the advancement of trade with the West Indies,

on ‘which subject he is an outstanding authority.
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Suppose something unexpected happened and Americans -
were to come to Canada and buy $200,000,000 of pulpwood
and paper; and our own Government should go to New York
and borrow that amount, what would happen? Immediately
the Canadian dollar would jump up close to, if not right to,
par with the American dollar.” That shows that it is not,
except possibly to a small extent, a question of the deprecia-
tion in the value of the Canadian dollar. It is a question of
trade. Exchange is absolutely and primarily a question of
trade. Trade, in its ultimate analysis, is barter. ‘The farmer
who sells his wheat nominally for gold doesn’t want the gold, -
buat what it will buy. Gold is merely a chip in the game of
bridge. . (My friend, Mr. Raney, says I shotild have said
poker.)

I think that will enable us to get at the real value of gold.
It is a medium of exchange. It is not the end. Now, why
has this situation arisen? It has arisen because our peaple,
and the people of the Motherland, have for a very long time
beent buying from the United States very much larger values
of goods than they have been selling to that country., “But,”
you say, “that had been going on for a long time.” Prior to
the ‘war we were buying from the United States as we are
doing now, buying chiefly from them and selling chiefly to
the Mother Country—and we had no exchange problem. What
is the explanation?” It is this—prior to the war, the Mother
Country and its citizens had enormous amounts of American
investments which-had been accumulated during the previous
century. Up to 1853 Great Britain exported much larger’
amounts than she imported, That excess of exports and the
earnings of her shipping and banking—she was the banking
centre of the world-~had made Britain the great international
money lender of the world; and her people had huge amounts
of American securities, as well as securities of other coun-
tries, ‘Therefore, when her people bought from the United
States larger amounts than they were shipping to that coun-
try, there was a large amount of interest on these securities
accrtting in New York which could be placed against these -
purchases. If the inferest alone was not sufficient, there was
principal that could be sold; and everything could be kept

even.- * :
Now, all that is changed. During the ‘war, in order to raise
the finances necessary to save the United States as well as
the Empire, the Mother Country borrowed huge amounts in
the United States and sold the great bulk of her liquid
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American investments, Now, t’ﬂ_«:.:rlf\:T is _1}? ';llaét %i%efir:l?&r;t
; ] o g
of interest accruing every year in New Yor
2}5;;1(::;: t?lsere and f.%‘le liquid secutrities hthat t:%ﬂd b:hsollfl{cg%\;c—
’ - * 0 OW e
ly passed into American ownersnip. ,
lgggfxg‘yphas not enough accruing to her in New Y-ofrk hto1 Ii)ﬁy
for her own purchases there, to say’ nothing of helping
Ca\ril\?gai.n Canada were vitally interested in these Atﬁ?grica:}
investments of the Mother Cour&try becausfe,lg;:;r- t:::et t?o‘tfgahi
' av our sales was financed was as 10lloWS: t
z]ill(iee{?; yfr(nn the United States alx;d we sol% ch;eg?ir tg(; v]::.ngs
i to us Engla
d, and in payment of her debts
}:?I:Lfts on Nevg {'ork, which we at once turned over toI Ne:g
York in payment of our purchases frumt ﬁh?t couné?rrr.l entti :an
1 ‘ but now that arran
a three correred arrangement, bu 1
i try can no longer
ossible because the Mother Coun J
loirw.lrgegral.)fts on New York, even for what she purchases hﬁ:lt
self. ‘Well, what is going to happen? The questllclm is, ;.v ?t
is going to be the end of this mounting rate of exc ange‘kjwh
amounts to this: there is an adverse balance of trac}e.d o ten
Canada or the Mother Cougtry b;:._y from thef{g::;?]rts :‘rzi
’ than our shipments there this excess o ¢ 3
gc‘gc?rts z1}:1215 to be paid for in some other way, than in l;arterﬂ.
Trade is barter and barter comes down tofa quﬁsatilc;r;) l;) tha)irn
‘ing for goods you get. You have to pay ror W g
g‘iﬁer gogods, 031[‘ in securities, or mortgages, -or something og
that kind. 'The Mother Country is being drained more and
more every day of her remaining Am'encan_securltieg, S&n'
your own Canadian securities are passing across the t;_r et
line in a steady stream to meet your excess of purchases from
the United States. Now the Mother Country has not atE 1r111ex-
haustible supply of these securities. The great bulk of t etr;::
went during the war, and those remaiming arc passing ot
day. ) . .
ev%:ywasynecessary to stimulate the owpers‘of these securxtt:s
to sell; or, if they were inactive securities, it was nec.essagytho
stimul:lte American purchasers and investors to buy; zur;1 e
rate of exchange, which is a premium on American gx.cha_tég?
s0-faras England is concerned, and a discount on British Ex
change so far as the United States 1s concerned,—is a means
of letting English people know tha%t if th}::); have zinoﬁégetggig
i - was lo _
security they can now get $140 for what wa
zs wo%h $1y00. Naturally, they sell.. Take the cas% Oé
Canada and our Canadian Government bond. Take a bon

e

£
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selling at par in Toronto. In order to tempt the purchaser
on the other side the exchange enables the American to get .
that bond at $850 instead of $1,000. ,

The premium or discount, as the case may be, is the way in
which the laws of supply and demand try to right themselves.
It works in another way. It stimulates not only the export
of securities, but the export of goods. It tends to restrict
the import of goods. [t allows nature to work. I have some-
times said that I would not have any chjection at all if the.
premium on American exchange went up to twenty per cent.—
I said that, I might add, when it was at eight or ten per cent.,
and I didn’t expect it to go to twenty per cent.—because it
would automatically tend to restrict our purchases from the
United States and make us” more self-centred. It would -
automaticaily encourage our purchases from the Mother Coun-
try, because our money would go so much further there than
in the United States; and it would automatically encourage the
people of Great Britain to buy from us, because for every $100
of value they would get from the United States they would
get $116 from us, -

It also tends to encourage even American manufacturers to
manufacture in- Canada for their export trade. When I was
in Hamilton the other day, I had a little incident of how that
was working. One man said to me, “I know of an order of at
least $100,000 that, year after year, went to the United States;
but now it has been transferred by the American concern to its
Canadian branch because of the exchange situation, and wilt
now be manufactured in Canada.” The rate of exchange is
nature’s way of righting itself—it represents the laws of sup-
ply and demand at work. But there is one disadvantage that
I cannot look upon with equanimity. While all this is 2 bene-
fit to Canada in a way, is building up Canada and making -
Canada more self-centered and uniting her more closely to the
rest of the Empire, before that is accomplished a terribly large
amount of Canadian securities will have gone across the line;
and I cannot view with equanimity the fact that Americans
are goirig to hold the purse strings to such an extent that we
will become a debtor nation. T'herefore, the exchange situa-
tion has desirable features and undesirable features.

Well, is there a cure? 'The only cure, gentlemen, is that we
shall buy just as little as we can from the United States and
just as much as possible from the Mother Country and the
rest of the Empire. There is no other cure, Every man.who
does’ anything to switch a Canadian order from the United
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States to the Mother Country does a patriotic service 10
Canada. He does it for two reasons. In the first place, he
is giving money to the Mother Country which she can vse in
purchasing from us; and he is helping to maintain the ex-
change rate—which is vital to us, because if exchange were
to collapse so that the Mother Country could not pay for our
sales to her, what would become of us? What would become
of our farmers, of their wheat and flour, their pork and butter
and cheese, and those things? What would becoinic of our
manufacturing if our industries could not export? It would
be a sorry day for Canada, for every class in Canada, if our
exports were to collapse; and they would collapse if sterling
exchange collapsed. The lower sterling exchange falls, the
more handicaps does our export trade have, although it hasn’t
yet come to the point of being stopped. In the next place, the
man in purchasing from the Mother Country has avoided add-
ing to the adverse balance of trade with the United States, and
avoided adding to the premium on American funds—which
we don’t want any higher than it really must be.

But now we come to another question. T hear some of you
say
but we can’t. There are only certain things the Mother Coutr-
try can supply; and, even of things she can in normal times
supply, she cannot give everything we want at the present
time.” 'Most of these things are true. ~ The Mother Country
had five years of war, during which all her industries were put
at war work. ‘The Mother Country has great leeway to make
up; and, besides that, she has starving people close at hand
whnting everything she can supply. -The Mother Country is
taxed to meet the demands on her for export goods. It is
true that we cannot get all we would like, but it is coming.
Tt won’t be long before she will be able to give us something.

But, gentlemen, there are things the Mother Country cannot
give us. There are things we purchase in the United States
which cannot be bought in the Mother Country, -Can Britain
give us cotton, or sugar; or tropical goods of any kind ? No. We
have been getting those things {rom the United States. If
we must get them from any place else, we must not look to the
Mother Country, but to other parts of the Empire. It has
been well said, and a truer thing never was said, that the

British Empire within her boundaries has enough raw material-

and resources to make her absolutely independent and by far

the most prosperous nation in the world.
Take, for example, the question of cotton. At present we

“It is all very well to say ‘Buy from the Mother Country,” .
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get nearly everything from the United State i
the possibilities of the Empire. There-iss a gsncadBt:tIJ‘f;talthc:j’;"lizoc:':E
tgn grown in the West Indies,—in Egypt; but just think of
the pOS‘SlbllltIeS'O.f Africa. We should not have a shortage of
cottl(;n if the British Empire’s resources were developed as they
?lllzg ft to be developegi, and they are not developed because of
e foolish trade palicy of all parts of the Empire up to the
present time. We have treated each other almost as if we
gere strangers, instead of partners in one Imperial family. I
f;l '?Otthwat'lt to get into any discussion of trade affairs, but
gw.lt e a;t is true to a lar_ge_ extent of Canada, I like to ,thinl{’
iy I:Ive hed the way in giving an Imperial preference. But
Ee Mother Country, and to a large extent all parts of the
| mpire, have just looked to their own little local interests and
ave failed to grasp the vision of the Empire as a whole: and
we have not been co-operating as we ought to have done
~ I'will give you a little illustration.” T am now coming to the
question of the West Indies. Take British Guiana, ‘The lat- -
est figures T have for that colony are those of 1917. 'In ~t1't1at

- year, British Guiana sold to the United States, £116,000 of

goods, and she bought from the United Stat ;
\ es, £843,000,
%old tg Canada, £862,000 (mostly sugar), and she bought fxil:s
banaha,f£350,0_0_0: For. every dollar that the United States
Uq:?i%‘e 5 _ é‘&l& SBrgg%;Gumga,f British Guiana bought from the
, $7.27; and for every dollar C , ght
frti:\rTn her she bought from Canada, f)(()rty-tw:) c;?tzfja bought
Now take the figures for the British West Indies combined
gf.mg agham the figures for 1917. I will take their imports of
ings that Canada can supply and mention just what amounts
car]rsle fz;lom i(i';‘an%‘da in that year: A
* Breadstuifs: They imported $7,0 ; i l
waIt{s‘.fl:;onrlr l(llaumda, or 55p per cesr;lt. 00,0005 of which $3,875,000
1sh: They import ;
or 0 ver cen};. ported $2,070,000; $1,287,000 from Canada,
Butter, cheese, etc.: They imported $970,000 $127,000 from

,. Canada, or 13 per cent.
- Soaps : They imported $900,000 ; and from Canada, $22,000:

or g% per cent,
aper; ‘They imported ; ;
00(1). N perycentl.) d $500.000, and from Canada, $103,-
want to tell you about that last item; I ment] .
_ . mentioned
faﬁt§ before:the Canadian Manufacturers’ Associatic)ri1 ? ant:lle‘isrel
ha <ing' to paper manufacturers, these facts about pa:per ’got'
ome, A-S a result, several paper fellows got. together and




-
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' : ing to capture every dollar ofr fhat paper business
Egiyé:l:aﬁgfng’l‘hat ?s the right spirit. Fhat 1s the way we
' bout it. - But let me continue.. ,

ha‘é?);?:g'l‘ﬂhiy imported $2,850,000; ar}d fromCanada, $147,-

cent, . A ) .

m(h)&c?aizss: I()‘:’:ftcﬂ)rceCa.ma.da is a meat-producing country). They
imported $1,700,000; and from Canada, only $12,600, or 34
of pone per cent. (I wonder what our Ontario Government

i hout. that. )- : : _ .
thlﬂﬁda: PI‘liw imp?)rt_ed $520,000; and from Canada, $235 or

one per cent. o
1,/%‘20?51 all tEese goods combined, gooc}s which Caglggg (c):ould
give as well as the United States, they imported $35, é0()(%—er
and Canada supplied just $7,059,000, or a little over 'Eil—
cent. (entlemen, doesn’t that show what emrmous1 p;)SSI _
ities there are down in the West Indies for-our peopler -

Now, let us see what we can do for them. Our 1mpqcn ;
in the same year, of sugar, molasses, cocos, coffee, rice, trog;x —a_
fruits, and other things which the West Indies can ﬁup;; v
were $108,000,000 and we only. took $22,500,000 of t %% Oxb%m
the West Indies. Wefimportﬁd $108,(t)0_2£00; and $86,000,-

we bought from other countries.
Ooggr:tfé}ri;: here gre two parts of the Empire, two members
of one big Imperial family ; and they are dealing with st{?n%eg
countries instead of with each other. If we look at the Unite

States, we see how they are situated, Why has the United |

ch a great advantage over us? DBecause the
%tr?ittzsd %(t};t:; has ev%rything she needs to have within her own
boundaries,~—not merely: north;rn territory, hut south«;rn t;alr—
ritory, and some tropical territory as well, Porto RJ;Q, _1_6:
Phillipines, Haiti, Cuba, (which px_’a,ctlcally bel?ngs tlo der) .
in all of that territory, she is tropical; and her people do no_
have to go outside of their own boundaries to get almost anyf
thing. Contrast with that, Canada. Canada_ is a co'untryta‘
enormous’ possibilities, but Canada is a country that is 1;101* :
ern and entirely northern. For everything we have ‘ﬂ) ﬁy %
a tropical character we have to go outside. On the other {1{1)1_},
take the West Indies. The West Indies have great -possﬁ_ il
ities; but they are, in their :cgrn, tropical. For everything

ey have to go outside. :

noﬁgi? igfh éanada fo%' her southern purchases goes to the

" Southern states; and the West Indies for their northern pur-

i th roll up in the
hases go to the Northern states—we wxll_ bo
cI:}ni'cengtzutes a tremendous indebtedness and make burdens

-~
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for each other ; whereas, by co-operating and each buying from
the other, we would not have that. Canada ought to buy, as
far as possible, everything she wants that is tropical from the
West Indies; and the West Indies should buy everything they
want from Canada or the Mother Country. For nine-tenths
of their needs, the West Indies must go to Canada or the
United States; and if they do not get them from Canada they
will get them from the United States.

Can you imagine New York and California treating each
other as Canada and the West Indies do? Can you imagine
the United States allowing Florida to import Canadian flour
instead of northern flour? Can you imagine such a thing?
Yet we in the Empire are going along on those lines. If we
are going to remedy things, we will have to change right over.

Now 'the question comes ; granted that the West Indies and
Canada can co-operate and help cach other, how is it going to
be done? We already have a twenty per cent. preference

. treaty which applies to the Fastern .group of Islands—with

the exception of Jamaica and Honduras, which are not parties
to the agreement, but to which Canada voluntarily extends it
without getting any return. But for that existing treaty,
British trade would by this time have been almost wiped out
in the Eastern group of islands. 'The United States would
have got everything. The name of Sir George Foster is asso-
ciated with that treaty; and, after he is dead and gone, this
one thing will be remembered for centuries to his credit. That
treaty has done a great deal; and it is very noteworthy that in
two articles where it has been the most effective—flour in the
West Indies, and sugar in Canada,—there is a special excep-

“tion by which the preference is greater than twenty per cent.

It seems to me, the first step is to greatly incréase that prefer-
ence.

Last Spring, or ten months ago, I took a trip right down
through the West Indies, right down as far as British Guiana.
I addressed Chambers of Commerce in various places, and I
was received royally. It was pointed out first-by the chairman
of the Canada-West Indies League; and all through the
Islands, when I talked about closer trade relations, I suggested
that the preference be increased from twenty, to fifty, per
cent. Everywhere, that idea was received with enthusiasm.
I think that idea is going to come to pass soon, even if nothing
more comes. ‘The question was raised at one place—after-
wards I always raised it myself—what are we going to do for
reventie if we increase the preference? 'The average tariff is
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elve per cent., and if we give a preference of fifty per cent.
‘i\\::} cangot stand the loss of money.- Well, I Prompyly told
that meeting “Centlemen, there are two ways in which y(;lu
can give a preference of fifty per cent, One way is to cut the
present tariff rate down from twelve to six per cent. for the
preference rate, and get into financial trouble at once. The
other way is to let the twelve per cent. remain the- preferential
rate and make it twenty-four per cent.—double it for every-
body else. Then, you won’t have any trouble regarding
revenue, and you will give us a preference that will seem worth
while. - If we give you fifty per cent., w¢ are giving you fifty
per cent, of the Canadian tariff. Do you think it fair to _glgg
us a preference of fifty per]cent. of a twelve per cent. tariff

re the idea was taken up.

EVIe?a‘ffzealready said that the British Empire needs develop-
ment, It has enormous resources,_but those resotirces neqd
development. One of the places with great resoutces that is
most in need of development, is British Guiana. The Islands
are fairly well developed. The Barbadoes have a population
of 1,100 to the square mile. Tt is densely populated. But
when you come to British Guiana you find a place of 90,000
square miles with 300,000 people—or three to the mile. Forty]v]
five per cent. of the population is Hindu, the rest is nearly 2
colored. You can divide the country into three sections. 'The
coast land is low lying, and most of it would be under water

i i ' i : ikes; -
at high tides of the year. 'The water is kept out by dikes;
and i% has an exceedingly rich alluvial seil, capable of produc- .
ing enormous quantities of sugar and rice. British Guiana 15

rapidly coming to the front as a rice-producing country. Coin—
ing into the interior, you get a dense forest section with valu-
able tropical timber; and, more important still, ‘it can, when
cleared, give just as rich tropical products as any part O.f the
world. Then, when you come to the southwestern corner, you
come to something strange. ~ You come to a great prairie sec-
tion, with grass capable of sustaining great herds of cattle—
cattle that would not come into competition with ours, but
would be of great value in serving the Mother Country and
<. .
Ot}::; Il)lallfive said, we want to have that country developed;
and those people want to be developed. One man down there
said to me, “The people of British Guiana quﬂd almost sell
their souls to get their hinterland developed.” It is not a
white man’s country; but it is capable of sustaining, not 300,-
000, but 3,000,000 people. What would it mean to us to have

[y

f
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: .3,000,000 people: producing tropical things we need; and 3,-
000,000 people consuming the northern products our farmers .

sell and our manufacturers turn out? One of the things they
want is a railway to open up all that country. ‘Ten millions
would be more than enough—but we don’t need to go into
that at present. Another big thing is, that the “savannah”
land does not stop at the border of Guiana—because it extends

up into Venezuela and -Brazil. It is land that can be commer--

cially annexed. While it would remain, politically, Brazilian
or Venezuelan, it could be made commercizlly part of British
Guiana by a reciprocity treaty or a commercial treaty.

(Mr. Macaulay referred to some of the difficulties in the way
of political union that would bring the West Indies into the
Dominion.) _ _ ‘

But isn’t it possible (he continued) to get some other
arrangement than political union? I think the case of Porto
Rico is an instructive .one. Porto Rico has, since the year
1901, had absolute commercial union with the United States.
There is no duty on imports or exports between Porto Rico
and the United States. Commercially, Porto Rico is as-much
American as they are in the state of Florida. The fuil
American tariff applies to everything that comes into Porto
Rico from any other part of the world, but the proceeds don’t
come to the United States. They go to the Porto Rican local
legislature. Porto Rico has its own local government, with
moderate restrictions—because the Governor and other officials
are appointed by the President of the United States. She
looks after her local affairs, but Porto Rico has no voice of
any kind whatever in the control of the United States,—no
members of Congress, and no Senators. Now, from the com-
mercial standpoint, that has several advantages. I do not
believe that, if some such system was followed with the West
Indies and Canada, it would be necessary to transfer the Gov-
ernment from Great Britain to Canada. It is a commercial
arrangement we want at the present time, and nothing else,—
at the present at any rate. ‘ -

In 1901, Porto Rico exported $8,000,000; and in 1918 she
exported $74,000,000. In those seventeen years her exports
increased nine times, Her imports in 1901 were $9,000,000;
and in 1918 they were $63,000,000, Her imports increased
eight times; and, of that $63,000,000, $59,000,000 came from
the United States and only $4,000,000 from all the rest of the
world. Porto Rico has become enormously prosperous under
that arrangement, and Porto Rico has done her full share in
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making the United Statés prosperous. Any arrangement that

- we could get with British Guiana and other places would in-

deed be one that would make Canada prosperous, and make
them prosperous as well.

I do not think there is anything to be gained by tying otr-
selves up to any one theory or idea of how we can get closer
relations with these colomies. I have my idea, My friend
Mr. Crow has his idea. Some fellow over in England may.
have a different ome, and some other fellow down there still
another one. How are we going to decide? I think we
should bend our energies to get all these different colonies to
send deputations up to Canada, where they could sit down
with. representatives of Canada and take weeks or months to
thresh out the problems that arise ; and then make some definite
recommendation that appeals to them as wise. Then, that
will be a matter for our government, their governments, and
the British government to consider. I may tell you that, not
merely the people in the West Indies think cordially of this
idea of closer trade relations, but the Colonial Office as well.

(In closing Mr. Macaulay mentioned the fact that a gathering
of Chambers of Commerce for the Islands was now in session
discussing everything relating to trade relations; and that Mr.
Frank Keefer, Parliamentary Under-Secretary of T'rade and
Commerce, was attending.) :




