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COMMISSION

Appointing commissioners to inquire into and report upon the cominéreial feasibility
and national advantages to be derived from the proposed construction of a deep
inland waterway from the Georgian bay, Ontario, to the port of Montreal in
the province of Quebec.

Drted 18th March, 1914,
Recorded 1st April, 1014,
Lib. 212, Fol. 67,
THOMAS MULVEY,
Deputy Registrar General of Canada.

' CANADA. -
Qrorce (e Firrn; by the Grace of God, of theUpited ‘Kingdom of Great Britain

and Ireland, and of the British Dominions beyond the Seas, KING, Defender
of the Faith, Emperor of India.

To sll to whom these presents shall come, or whom the same may in anywise concern,
GREETING,—- o e

Wirageas in and by an order of Mis Royal Highuess our Qovernor General in

Council, bearing date the eighteenth day of March, in the year of Our Lord One

. Thousand Nine Hundred and Fourteen, provision has been made for a careful and

- thorough inquiry by our commissioners therein and hereinafter named in respect of

the proposed construction of a deep inland waterway, providing for accommodation

for the large lake carriers from the Georgian bay, in the province of Ontario, to the

port of Montreal, in the province of Quebee, from the point of view of the commercial

feasibility and national advantages to bo derived from such a waterway, and in that
connection fo inquire inte and consider the following questions, namely :—

1. A study of the transportation problem in relation to the proposed waterway ;-
to what extent can it help in developing the resources of the country.

2. The advantages of a large waterway from the lakes to the seaboard, open to the
largest type of lake carriers; the feasibility of these carriers navigating such water-
way and the influence on the rate regulation of transport, especially upon cheaper.
commodities which the country produces. . ;

3. The competition of the waterway with the railways; effect on railways, by
creating new industries, on account of cheap transportation of low grade freight that
cannot be handled by rail, causing an expansion in industries, en increats to the popu-
Yation and a demand for a higher class of freight sceking tranisportation by rail,

4. The probable volume of traffic available on account of the natural advantages
of such waterway, which would be the shortest apd deepeat water route from the head
of the Great Lakes to the seaboard for the largest lake vessels and the probable length
of the open navigation season through this waterway.

5. ‘Prafiic of the Great Lakes; how it reaches the seaboard. The percentage of

. Canadian trafic handled. through United States ports, and causes for this diversion.
13 :
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6. Lake transportation; rates that obtain; lake and rail rates as against all rail
ratos; also a comparison with an all water route rate; also a comparison between the
proposed Georgian Bay Ship Canal route and all tho competing routes in existence
and in course of construction and their capacity; comparative cost of transportation
per ton mile, rail, lake and rail, and all water.

7. A comparison of the volume of traffic that may be handled by water as againat
the rail routes within the same period. Possibla economic advantages of such a
waterway.

8. The position of the Northwest; Fort Willian and Port Arthur being the
objective point of all lines running through the wheat belt. Ilow the situation at the
head of the lakes weuld be ameliorated; would an all water route from Fort William
to the seaboard, for largest lake vessels, be the naturai complement of the present
water and rail routes? . .

9. The position of the existing and projected GQulf Lines via Galveston, what
their influence would be regarding diversion of traffic from the lakes and St. Lawrence
route. The effect upon tha movement of the traffic by the opening of the Hudson
Bay, and Tacific and Panama routes.

10. The conditions that exist at the Atlantic scaboard, Canadian and United

‘States, as to handling traffie, and as to ocean and insurance rates.

11. Interprovincial trade. The facilitating of trade between the provinces. The
Northwest to supply Ontario, Quebec, and the Maritime Provinces with wheat at a
cheaper transportation rate; Ontario and Quebeo to supply in return the product of
their manufacturés, wlilst it will perhaps be possible for Nova Scotia to supply coal
to some Ontario points at a cheaper freight rate than it now costs to bring it from the
Fuited States, effecting a great saving to the country. .

. 12, The iron industry and other mineral resources; the deeép waterway as a factor
in their development. .

18. Pulp industry and the possibility of development. .

14. The tendency to manufacture at the base of supply; the possibilities alon
the route of the waterway where raw material that cannot be transported by rail at a
low rate is available. The easy development of large water powers at dams, for manu-
facturing purposes. ) ’

15. New territory opened in the Northwest and the requirements to move the -
grain crop in the future to open market; the cost cof transporting whea” from
important centres in the Northwest to head of lakes.

16. Storage at the head of the lakes and the seaboard; extent of terminals required.

17. Markots, general statistics, synopeis-of-history of deep canals; their trade
development. -

18. Generally speaking, the commereial feasibility of thé proposed waterway.

Now Know Ye that by and with the advice of our Privy Council for Canada,
we do by these presents nominate, constitute and appoint William Sanford Evans, of
the city of Winnipeg, in the province of Manitoba, finaneial agent; Frank Stephen
Meighen, gentlemén, and Edouard Gohior, merchant, both of ths city of Mcntreal,
in the province of Quebec, to be our commissioners to conduct such inquiry;
to bave, hold, exetrcite and enjoy tho said office, place and trust ur‘o the said William
Sanford Evans, Frank Stephen Meighen and Edouard Gohier, togother with the

-, rights, powers, privileges and emoluments unto the said office, place and trust of right
“and by law appertaining during pleasure,—~And we do further nominate, constitute
*nnd appoint the said Willism Sanford Evans to be the Chairman of the said Com-

uiesion. -
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And we do herehy under the authority uf the revised Statute respecting inquiries
concerning publio matters confer upon our said Comnfissioners the power of summon-
ing before them any witnesses and of requiring them to give evidence on oath or on
golemn afirmation if they are persons entitled to affirm in civil matters, and orally or
in writing, and to produce such documents and things as our said Commissioners

 shall deem requisite to the full investigation of the matters into which they are hereby
appointed to examine. And we do hereby further authorize the said Cormissioners
to employ such technical and professional assistants as they may deem necessary in
connection with the inquiry. And we do hereby require and direct our said Com-
missioners to report to His Royal Highness the Governor General iu Council the result
of their investigation together with the evidence, if any, taken before them and any
opinion they may seo fit to express thereon.

In testimony whereof, we have caused these our letters to be made patent and
the great seal of Canada to be hereunto affixed. Witness: Our Most Dear and Entirely
Beloved Uncle and Most Faithful Counsellor, Ficld Marshal His Royal Highness
Prince Arthur William Patrick Albert, Duke of Connaught and of Strathearn; Earl
of Sussex (in the Peerage of the United Kingdom); Prince of the United Kingdom
of Great Britain and Ireland; Duke of Saxony, Prince of Saxe-Cobourg and Qotha;
Knight of Our Most Noble Order of the Garter; Knight'of our Most Ancient and

" Most Noblé Oider of the Thistle; Knight of Our Most Tluatrious Order of 8t. Patrick;
One of our Most Honourable Privy Council; Great Master of Our Most Honourablo
Order of the Bath; Knight Grend ‘Commandet of Our Most ‘Exalted Order: of ‘the
Star of Indis; Knight Grand Oross of Our Most Distinguished Order of St. Michael
and St. George; Knight Grand Commander of Our Most Eminent Ordet of the Indisn

Empire; Knight Grand Oross of Our Royal Victorian Order; Our Peréonal Aide-de- ~

Camp; Qovernor Genéral and Gommander-in-Ohief of our Dominion of Canada,

At our Government House, in Our Oity of Qttawa, this eighteerth day of March,
in the year of Our Lord One thousaud nine hundred and fourte:n and in the fourth
vear of Our reign. :

By Command,

THOMAS MULVEY,
Under-Secratary of State.

BRAAIG ke SRt

A wbgpne o

£
X

+
&4
3]
A
24N
¢
AN
BT
& 4]
e

i
i




Honourable Roeerr Rocers,
Minister of Public Works,

Ottawa, Canada.

Sir,—Pending the completion of the statistical survey of the principal facts and
conditions entering into the transportation problems referred to the Qeorgian Bay
Canal Cowmiission, which it was arranged should be undertaken as preparatory to
the work of the Commission, 1 beg to submit the following Interim Report covering
such matters as have alrendy been submitted to examination.

Yoprs respect{ully,
W. SANFORD EVANS.,

O17awy, 1910, y
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INTERIM REPORT, GEORGIAN BAY CANAL COMMISS]ON,

By W. SaNForp Evans, (,'hnirma(;, Georgian Bay Canal Commission, 1916.
- INTRODUCTORY STATEMENT.

Under the authority of Parliament, a survey and investigation of the practic-
ability and probablo cost of the long-mooted proposition to construct a deep waterway
from Georgian bay to the harbour of Montreal, by way of the French and Ottawa
rivers, was initiated in 1904 under a board of engineers. In 1909 this board submitted
a report (Qeorgian Bay Ship Canal Report upon Survey, with Plans and Estimates of |
Cost, 1008), the plans providing for a waterway 22 foet deep, with a length of 440 miles,
in which there wouldbe 28 miles of canal excavation, 66 miles of channel dredging, and
346 miles of river and lake; with 87 locks of & minimwa length of 650 feet, with 65
feet cloar width and 22 feet clear depth, the lift ranging: from & feet to 50 feet; and
with a minimum water supply in the summit basin, capsble of being increased, which
would permit of 20 lockages per day throughout a season of about 210 days. The cost,
originu'ly placed at $100,000,000, was, in view of incseases in the cost of materials,
sutsequently estimated at $125,000,000.

In 1914 a Royal Commission was issued, in the terms already set forth, for a
report upon ti'e “ commercial feasibility ”” of such a canal, and in general upon many-
elemerits of the transportation problem in Canada. The engincers had reported that
the canal was practionble, but the report of the Georgiaa Bay Canal Commission was
to bo upon the question whether or not it would pay Canada to spend $125,000,000
upon’ this public work. :

A reasonable judgment upon tho economic. feasibility of any proposition must be
based upon a careful study of facts and upon sn equally careful estimate of tendencies

- and possibilities of development. As many of the conditions which constitute the

econenic factors of a problem such as this have not previously been statistically studied
in Cariada, and are not adoquately set forth in any existing compilations, it was con-
sidered desirable to collect and arrange certain important classes of facts as preliminary
to the consideration of any conclusions by the commission, and even as preliminary
to the holding of public hearings. An arrangement was accordingly made by which
the chairman of the commission undertook this preparatory statistical survey, and
this interim report, sets forth some of the facts so far examined. Tt is not a report on
conclusions, but rather a general introductory statement of part of the case to be

- argued, and takes the form of a sumnmary statement, illustrated by diagrams, and an

appendix containing tables of figures.” Tt is submitted at this staze for constructive
eriticism and for suggestions as to other essential matters to be taken into considera-
tion so that the case may be mado complete. As soon as the most important funda-
mental fasts are available and within the knowledgé of those interested, argument
can profitably be heard, and in due time, and after full public hearings, the Georgian
Bay Canal Commission will present its report.

Srope of this report.—Great public works, such s railways and canals, may be
undertaken for political, military, or economic reasons. The terms of Confederation
jmpdsed on the Dominion Government a political obligation for certain works of
this kind. - Military purposes have led to very large expenditures on transportation

9 . )
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" facilities in_meny countries, and perhaps neifhgr military nor the higher political
rcasons should be overlooked in conection with any public work. The prose.t ~ues-
tion, however, is whether there is an economic reason for a Georgian Bay canal.’

A canal is constructed to carry tratic and from the national standpaint might have
economic justification :— ‘ '

(1) If exieting traffic facilities are congested, or in danger of congestion within
a period of time for which provision should now be cousidered, and if the proposed
caual offers adequate and satisfactory additionel facilities. .

(2) Even if actual congestion is not threatened, then if a sufficiently great volume -
of traffie is likely to be affected by the building of the canal so that the decreased cost
or the increased convenience will bear a remunerative relation to the capital invested.
Fuder this heading there would ba two inquiries:—

(a) As to the volume of traffic that would probably use the canal itself H

(5) As to the velume of traffic likely to L affected by the competitive influence of
the canal, through the effo:t of the new route on the rates and conveniences of other
routes.

(3) If its construction would probably promote the development of traffic to s
-~ - greater.cxtent or at a more rapid rate than an alternative improvemeut in facilities,
aod to a degroe commensurate with the cost.

(4) If iu connection with its construction collateral assets or beiefits might be
created, of which water-powers may be taken as one example. which, properly appraised,
might so supplement the trafiic advantages as to make ‘be tot:" national roturn appear
profitable. .

This interim report does not deal with possi.’s .. \ateral values ereated by the
building of the proposed Georgian Bay canal, which must later be inquired into, but
solely with the problem of traffic.

Again, this report docs not deal with the important questions of local traffic, but
only with the problem of through traffc. A canal might enable the population along
ita banks to receive and ship goods on better terms than at present and might lead to
a marked increase of population in that district and to the establishment of new
industries; and it might also further the development of such natural resources as
that district inay contain. To the extent to which it is'a not addition to the sum of
national well-béing, and is not accompanied by a corresponding loss elsewhere or is not °
only-a transfer from one point to another, an economic advantage to a section of the
population or to a limited dietrict may te counted a national advantage. But it must
not cost too much and the burden of the cost must be properly placed. The natural
resources of the territory tributary to the proposed canal should be carefully investi-
gated, and an estimate made vf all probable local gains. In this report, however, only
facts and conditions bearing on the general traffic problem of Canada are under
examination., N :

The proposed Georgian Bay canal would form a new channel in the St. Lawrence
and Great Lokes watoroute from the Atlantic ocean o the haart of the North Ameri-
can continent. "Over certain cf the existing channels of this greatest of inland water-
ways there now passes an enormous vohime of troffie. Some of this $s Canadian traffic
and some United States traffic. Some~of the vessels are of Canadian or British
registry, and some of United States registry. These vessels freely dse all canals and
improvoments in the waterways, without distinction because of the nationality of the
vessel or the national ownership of the canals or deepened channels, and, within the
restrictions of thd coasting laws, some traffic of Canadian origin is carried in United
States vessels, and some traffic of United States origin {s carried in Canadien vessels.
This great wvaterway is paralleled to the north and to fhe south thigughout its vhole
course by many railway lines, which also carry an enormous traffio of mixed national
origin and destination. ’ .
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Among the materials 1ecessary as & basis for a reasonable judgment on the econ-
omic feasibility of the canal in its relation to general traffie, thete should be facta
covering the following points :— ) ) ’

(1) Tho magnitude of the total trafic of both countries that now so moves and
_that may in the future so move as to £all within the sphere of influence of such a canal.
Traffic of Canadian origin or dostination, that is, traffic that enters into Cunadian
trade, should be differentiated from United States traffic in order that it may be con-
sidered separately, for the national advantage to Canuda of benefits conferred on Cona-
. dian trafiic would be much moro direct and would be caleulated on broader grounds
than would the advantage to Canada that might be incidental to benefits conferred

on United States traffic. ] o

(2) Tho routes now followed by traffic and the causes.of the present distribution.
If necessary in order to discover these causes, the goods must be traced from their
point of origin right through to their ultimate destination, even if this involves a
stwdy of transportation condifions on the ocean and of the methods and demands of
foreign markets. « ’ :

(8) The classes of goods now constituting the traffic, and the poasibilities of

__increase in each of these classos and of the addition to the traffic of new classes of
goods. ‘ . .
- - -(4) ‘The present nature and probable tendencies of railway competition against
the water routes.

The traffio that would probably feel first and most directly the influerico of a new
canal is the traffic that now passes by water between the Fast and the West in North
America. This report represents the reaults of an investigation of this waterborne
traffic along the above general lines.” No detailed study of the rail-borne traffic and of
railway competition has yet been made.

In the summary statement no attempt is made at exhaustive treatment, but rathet
the facts of a single year or with respect to a singlo article are selected to illus-

the gencral conditions found to exist, and diagrams are freely used. Indeed,
much of the report is but an explanation of the disgrams. In the appendix are given
tables of statistics, some compiled direct from original material aud some taken from
various authoritative publications, which will in most cases provide material for a
much more extended study. The year 1913 has been chosen for special attention, first
because the trafic movement was greater in that year than in any other; and second,
becanse 1013 was tho latest complete year before the disturbances created by
the war, and witnessed the fullest manifestation of the tendencies of what may bo
called normal times. Normal conditions must be understood before the abnormal ean
be rightly judged. . T

There is included in tho sppendix also a precis index of Hansard Debates of the
House of Commons and the Senate on the ‘Georgian - Bay Ship Canal, 1902-13,

As many other problems, beside that of the Georgian Bay canal, depend upon the
same fundamental facts, it is passible that the material herein presented may prove of
intercst n more than the one practical direction. -

In this report, the quantities, and not the values, of freight traffic are taken into
consideration, whenever these can bo obtained, and-less attention is paid to freight
rates than to the general conditions that underlie freight rates.

Tt is the weight, or the bulk, of freight traffic that chiefly creates a trensportation
problem, and not its value. Cargoes and catloads are measured by tons and not by
dollars. -To illustrate: In the fiscel year 1912-13, Canada imported unset diamonds
to the value of $3,846,350.8 If put into one package, these diamonds would probably -
weigh abou. 4 pounds, and the whole package could be thrown into the corner of the

1 Report of the Doxiartmexit of Customs, Trade and ‘Navigation, yéar ending March 21, 1913,
p. 354, [P
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#mall safe in one express car. Tn the same fiseal year, Canada

to the diamonds, we have a freight tonnage of 1,923,175 tons.

monds offers no transportation problem at all, but only

be weighed by ounces or pounds, but it is only tons,
can fill vessels or cars ahd that req
Jines and heavier rails and bridges.

other routes; for traftic often seems to move upstream
are many conditions which determine the routing of trafic,

causes have manifested themselves in freight rates or not.

interferences with the operation of these fundarental causes,
tho exercise of governmental regulation on the one side, or
ations, pools, or combinations on the other,

¥ Rallway Statistics, year ending June 20, 1913, p, 139.

6 GEORGE 'V, A. 1916

importc«i large quantities

of soft coal, aggregating over five times the value of the diamonds. Taking for com-
N parison the quantity of soft ceal whick at the entered price would give a value equal

According to the report

of the Department of Railways and Canals,! theza were in that year on all the railways
in Canada a total of 14,746 ccal cars, with an average capacity of 38} tons. If all these
i cara were assembled to carry the above amount of coal, each car would have a little’
; - over 3} loads. Put in another way, if these cars were made up into trains of forty cars
each, and twelve such trains were despatched per day, it would take 104 days to move
the load. Here we have a big transportation problem, whereas the same value im dia-
an insurance or police problent.
It may be much more profitable for a country to produce or trade in goods that must
no matter what their value, that
uire new canals, deeper channels, more railway -

Freight rates do not always explain traffic mv‘femon'ts, and are sometimes symptoms
rather than cautes. A relative cheapness of rates will not always divert traffic-from

againet higher rates. There

end it is impossible to

reach sound practical conclusions by studying freight tariffs slone. What has been
_....tought in the present investigation is the causes.of.trafiie movenfents; whether these -

There may be artificial
such as may arise from
from conferences, affili-

but it has not been poisible in the time to
trace the influence on the eburses of traffic that may have been c¢xerted by these means.
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FREIGHT TRAFFIC TO AND FROM LAKE SUPERIOR.'

.

‘1 he principal volume of watcrborie traffie between the East and the West in North
Amcrica passes back and forth through the Sault Ste. Marie canals, and it ~an there
be conveniently measured and analysed owing to the adiirable statistical reports’
prepared under the direction of Lt.-Col. Mason M. Patrick; Corps of Engineers, U.S."

_Army, covering the traffic of both countries through all the canals, and of the Cana-
dian Department. of Railways and Canals® deating specially with the traffic through
the Canadian canal. . -

In diagram 1 is represented:in graphic form the total freight traffic of Canada and
of the United States combined, Fassing through the canals at Sault Ste. Marie, Ontario
and Michigan, duting the season of navigation of the year 1912* .

Fig. 1 shows the total freight traffic divided into € 1stbound and westhound traffic.
Of a total freight traffic of 79,718,344 short tons, there passed eastbound 59,205,853
1ons, and westbound 20,512,491 tone. - Among the points to be noted cre:— .

(1) The magnitude of thig traffic. In tons of cargo and in net registered tonnage

“ of vessels; the trafic throtigh the Sault Ste. Marie canals during-somewhat less than - - -
cight monthd of open navigation greatly exceeded the twelve months’ tolal of eny-other
canal or of any single port in the world. ' Its figures, co far as narrow waterways are
concerned, are apparently- surpassed only by thosc of the Detroit river,” which, in addi-
tion 0 carrying over 87 per cent of the traffic which alko passes through the Sault
Ste. Marie canals, carries traffic to and from lake Michigan, lake Huron, and Georgidn
tay and local traffic for Detroit river ports. A direct comparison in freight tons with
the traffic through the Suez canal is not practicable, but tha net registered tonnage of

- vessels passing through the Suez canal in the year 1913 was 20,033,884 tons, while
the net registered tonnage of vessels passing through the Sault Ste. Mariv canals in the -
navigation season of the samc year was 57,989,715 tons. .

- (2) The distribution of trafic as between eastbound and westbound; the ratio
being 2.88 to 1. ! L .

... (8) The-growth of the traffic, In the appendix® are given detailed figures for
1611 to 1915. In 1890 the total freight trafic was 9,041,213 tons; in 1000, 25,643,073
tens, and in 1913, 70,718,344 tons. .

__ Fig. 2 shows tha origin of the trafic.’ No matter what the original national source
or the ownership of the goods may be, the trafiy originatiiig at Canadian pértsis, in-

sccordance with the commonly accepted definiticn, called Canadian traffie, and is

represented in solid black; while the traffic originating at United States ports is ca'led

United States traffic, and is represented by the hatched portions of the figures:—Out-—

of a tota! eastbound trafic of 59,205,858 short tons there originated at Canudian ports

6,103,847 tons, or 10.30 per cent.” Out of n total westbound traffic of 20,512,491 tons

there originated at Oanadian ports 771,410 tona, or 3.27 per cent.  Of the total east-

léo'und n_mid westbound traffe combined, 6,875,257 tone, or 8.02 per cent, was of Cana-
1an ongin. . . :

1 Appendix Tables 1-17, pp. 87-103, Statistics, 1911-15. o
2 Annua) Btatistical Reports of Lake Commerce, passing through cansls at Sault Ste. Marle,

Ontario and Michigan, with’ a Bupp'ementary Report of commerce passing through the Detroit
River, h : - .

3Cunal Btatlstics. , R .
i Appendix, Table 1, p. 87, Statlstics, 1911-15.
§ Appendix, Table 2, p. 87, Statistics, 1911-18,
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Fig. 8 shows the destination of the traffic,! that i& the freight shipped to Canadian
yorts as compared with the freight shipped to United States ports. Of the total cast-
bound freight, 6.11 per cent, or 3,619,036 tons, was destined to Canadian ports in the
east; while of the total westbound freight, no lese than 20,02 per cen., or 5,054,388 tons,

was destined to Canadian ports in the west. i
It will be noted that there aro marked differe:tnes in the.relative proportions of
traflic in figures 2 and 3. It is evident, for example, ihat & much smaller amount of
* freight arrived at Canadian ports in the cast than was shipped fr.mm Canadian ports
in the v.cst, the difference being 2,464,211 tona. This means that a large amount of
Canadian freight, eastbound, was shipped to United States ports, and that there was
not a corresponding amount of United States freight shipped to Canadian ports. The
heavy shipments of Canadian grain and flour to United States ports 'are not offsct by
any correspondingly large movement of United States traffic, at least from the Lake
Superior district, to Canadian ports. On the other haud, nearly 71 times as much
freight arrived at Canadian ports in the west as was shipped from Canadian ports in
tho east, the difference in this cace being accounted for chiefly Ly tl ¢ large shipments
of United States coal to Canadian ports in the west.

Distribution of traffic by lake dislricts.—Jeaving the St. Marys river. the trafio
eastbound divides, one portien diverging to ports on.lake Michigan, one to ports on
lake Huron and Georgian bay, a very large portion to lake Erie ports, while the bal-
‘ance goes to ports on Jake Ontario end the St. Lawrencé river. Westbound, streams |
of traffio converge from all these distriots. It has not so far been found practicable to

“'work out the traffiec belonging to each individual port, but the material is available for
estimating the traffic of ports grouped according to lake districts.

It is clearly important to understand how existing traffic by water is vouted.
Traffic between Inke Michigan and lake Superior will probably, for- example, prove to
havo little bearing on the problem of a Gecrgian Bay canal; and again, the traffio now
received at and shipped from lako Erie ports must be examined with a view to determin-

- ing to what extent this-routing is due to the fact that the commodities constituting
the westbound traffia originate in districts directly tributary to lake Erie, and to what
extent the eastbound traffic now received at those ports is influenced by fundamental
causes, such as cousumption demand or the existence of through export facilities.
With regard to tho traffio with lake Ifurén and Georgian bay and with lake Ontario,
it will be important also to inquire what proportion belongs to local distriots that
could not be eerved by an alternative route through a Géorgian Bay canal, At this
stage, however, only the general facts of distribution will be presented. :

Tolal traffic by the lake districls®—In diagram 2 is shown the total eastbound trafiic
through the Sault Ste. Marie canals during the scason of navigation of 1013, divided
uecordinig to the lake distriets to which the freight was shipped, and the total west-
tound traffic divided nccording to the lake districts from which the freight was shipped:
Comparing the quantity shipped to lake Erie in the eastbound figure with the quantity
chipped from lake Erie in the westbound figure, the relation of outward to returm car-
goes with respect to that lake district s indieated; and 20 with each of the other lake
districts.  The preponderance of tho trafie with lake Erie ports is strikingly
apparent. R ‘ o

Of a total eastbound freight traffic of 59,205,853 tuns, there was thipped to ports
11 lake Erie, 49,427,101 tons, or 83.48 per cent; while of a total westbound traffic of
20,612,491 tons, there was shipped from ports on lake Erie, 19,207,106 tons, or 94.07 per
cent. Of the combined total of eastbound and westbound trafic of 79,718,344 tons, the
traffic between lake Erie and lake Superior amounted to 68,794,208 tons, or 86.2 per cent.

* Traffic with lake Michigan ports comes second in total amount, although it is only

about one‘rgwe]flh as great as the traffic between lake Superior and lake Erde, the figures - .

- "1 Appendix, Table 3, p. £8, Stat'stlcs, 1811-15, -
ZAppendix  Table 4, pp. §8-90, Stat'stics, 1911-15.
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being 6,704,080 tons, or 8.40 per cent. Eastbound there was shipped t6 loke Michigan,
6,376,535 tons, or 10.77 per cent of the tetal, and from lake Michigan ports westbound
there was shipped 327,545 tons, or 1.59 per eent of the total westbound freight.

Of the combined total eastbound and westbound, the trafic between lake Huron
and Georgian bay and lake Superior amounted to 2,885,890 tons, or 3.62 per cent. To
lake Huron and Georgian bay ports there was shipped eastbound, 2,445,845 tons, or 4.14
per cent; and westbound from lake Huron and (eorginn bay ports, 439,045 tons, or
2.14 per cent. . .

Of the combinad towal eastbound and westbound, the traffic between lake Ontario
and St. Lawrence river and lako Superior amounted to 1,404,188 tons, or 1.76 per cent.
To lake Ontario and St. Lawrence river ports there was shipped 056,272 tons, or 1.61

Duon.m' No. 2.

DISTRIBUTION BY LAKE DISTRICTS OF TOTAL TRAFFIC
THROUGH CANADIAN AND AMERICAN CANALS AT
~ SAULT STE.MARIE, NAVIGATION SEASON 1913

per ceat, and from lake Ontario and St. Lawrence river ports there was shipped west-
bouPd 447,896 tons, or 2.18 per cent. : : :

Canadian trafiic by lake districls)—Of a total traflic of Canadian origin amount-
ing to 6,575,257 tons, 48-33 per cent, or 3,322,634 tons was traffic to and from lake Erie
ports. Traffic with lake Huron and Georgian bay ports came second, with 2,361,375
tons, or 34.34 por cent. Treffic with lake Ontario and river St. Lawrence ports
amounted to 1,107,317 tons, or 18.10 per cent.  From Cansdian ports on lake Superior
" to ports on lake Michigan there was shipped 84,031 tons or 1.22 per cerit of the total.

In this trafic with lake Erie nearly all the freight was vustbound, very little freight
westbound having originated at the Canadian ports on that lake, Take Ontario and
river St. Lawrence ports supplied a lttlo over one-half of the westbound traffi, namely,
394,148 tons, or 51.09 per cent of the total Canadian westbound traffic. Lake Huren
and Georgian bay ports supplisd 353,395 tons, or 45.81 per cent. )

1 Appendix, Table 5, p. 91, Statistics, 191115,
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The particulars are as follows:— B

Torar Canadian traffic by lake districts—Navigation season, 1913

Lake Ontario Lake Huron N
- and River T.ake Frie. and Lake Michigan.
Directi 8t. Lawrence. Georgian Bay. "l“‘uul
—— e~ 'ona.
Total | Per | Total ! Per | Total Per | Total | Per
Tons. |0em. Tons, |Cent.] Tons. ]Cent.] Toba. Oent.
From lake Superior] . : N
eatbound £0........|  713,169] 11:68] 8,298,531} 54°04 2,007,980 33 84,0810 1-38] 6,108,847
To lake Superior weat-
bound from.. ...... 894,148] 51 23,8611 3:00f 833, 1.3 | PO vees 711,410
* Combined total. .. ... 1.101.3111 1a-xo| 3,892,884 4s~ul a.m,ml el 84,08 nsl 6,875,957

Of the total traffic originating at Canadian porte which was shipped to Canadian
ports', lake Huron and Georgian bay had 52-10 per cent, lake Ontario and the St.
Lawrence viver, 20-03 per cent, and lake Erio, 1887 per cent.  When the weatbound

_ shipments are examined separately, lake Ontario and the St. Lawrence river stand first
with 53.03 per cent, unid” their follow-lake-Huron _and-Georgian bay with 44.08 per.
cent, and lake Erie with 2.87 per cent. The particulars are s followa:—

CAxADIAY traffie to- Canadian ports by lake dis!_ricts»—l\'avigntion scason 1913,

LakeOntario | Leke Huren \1“‘- e
. . and River Lake Erle, aad Lake Michigan.
Direction. St. Lawrenoe. Georgis.c Bay. . . "l;‘c;&
Totsl | Per | ‘Total | Per | Total y Pex Total | Per
Tons., |Cent.] Tons. |Cent. Tons, |Cent.| Tons. |Cent.
From lake Superior]
eantbound 0 .veuans 713,169] 23-291 694,593 29 1,654,008 58°02)..00n oifeennes 3,061,859
To 1ake Superior west- . W
bound feom. ... ...e]  385,668] 5398 41,867 9:97] SIRT0N 4H404........ns . e 784,233
Combined total. . . . | L0 mnl 716,459 18°87 1,977,786 oa-xo‘ ............... 1,706,093

Of the traffic originating at Canadian ports which was shipped to United States
ports;2 no less than 84.63 per cint was traffic with lake Erie, ncarly all being east-
bound grain shipments rom Fort William and Port Arthur to United States ports on
that lake. The eastbound shipments to United States ports on lake Huron are algo
chiefly grain'to Port Huron.

1 Appendix, Table 6, p. 92, Statistics, 1311-15.
2 Appendix, Tabls 7, p- 93, S}Alll}lcl, 1911-15.
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United States ports by lake districts'——Navigation season 1013,

Direction.

From lake bu]vnor

east-brund

To lake Supenor west-

bound from,

Combined total,*

TLake Ontario X Lake Huron o
and River Lake Erie. and Lake Michigan. .
St Lawrence, Georgian Bay. Total
B e o — —— - — Tons,
Total Per | Total Per § Total Per | Total | Per
Tons. [Cent.} Tous. |Cent.] Tons. |Cent.] Tons. |Cent.
..... ceve | 2,608,878] 8560 333,882 11'63 B4,631] 2:76] 3,041,888
6,482 14:74 2,000] 58§ 29,6001 70°87........ PO P YAty
54821 C17f 2,605,878] 84°63]  343,5771 12°46, 84,231] 2'73) 3,079,165

United Slates Traffic by Lake Districis)—-Practically 980 per cent of all traffic
originating at United States ports moves between lake Erie and lake Superior. Some
large shipments of i1.n ore go to lake Michigan, and there are grain shipments to lake
MHichigan, to lake Huron and Georgian bay and to lake Ontario and the 8t. Lawrence

river.

all United States traffio carried westward.‘

The particulars are as followe:—

Principally beeause of its coal shipments, lake Erie supplies 97:63 per cent of

Torar, United Statea traffic by lake districts—Navigation season 1013,

Lake Ontaiio | I.lke ll\':ron
. and River Lake Erie, | Lake Michigan,
Direction. 5t Lawrence. l (-mrgun Bay. TTo',aI
t —— ons.
Total Per | Total Per | Tota) | Per Tutal Per-
Tons, ‘Cent. Tons, |Cent.! Tona, {Cent.{ Tons. |[Cent.
hom la\m o Saperior s- ml ] 1 -
«artbound to...... 2131 ~if 46.128 134] 86 437,965, 82 6,292,600 11°83, 58,102,006
To lake Supenor weat x
bound from.. 53,748, 27 119 ?73%8"0?'63) .. BOBUD 43 327,646l 166 19, 741 081
Combined total....... i 290,851! ‘41 lG",{Ol,G‘I? 89'76: 524,515, 72 0.6‘20.049; 9 03 72, 843 087
i

The chief features of United States traffic shipped to Canadisn ports: are the

large ehipments from lake Erie, principally coal, the shipments of grain to lake Huron
and Qeorgian bay and to lake Ontario and the St. Lawrence river. Part of this grain
is Canadian grain shxppcd via Duluth and Superior, but as the shipment is from a port -
in the United States it is from the transportation standpoint United States traffic.

" 1t Appendlx, Tadble & p. 34, Statistics, 1911-15,
* Appendix, Table 9, p. 95, Stat!stics, 1911.15.
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The particulars aro as followsL S
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Uxsitep States traffic to Canadmn ports by lake districts—Navigation ecason 1013
—— “4" et ¥
Lake Ontario Lake Hum
and River Y.ake Ere.- Lake Michigan,
Direction. 8t. Lawrence, Gcorg\an Bay. %oml
.\ e e i i |t s s = — ae,
Total Per Total  Per Tota) Ptl’ Total Per N
Tons, {Cent. Tone. |Cent.[ Tuns. |Cent. Tons. {Cent.
From lake Superior . .
cantbound to.. ... 196, 495] 35° 23, 03,518 1798 268,734} 47641 ..oenel o ee BS7,IT
To lake Superior west. -
bound from..i.eenvs 43,314 83 5,0‘77(66 764 8,694 07 76001 1446} 5,220,135
Cnmb\ned total. . 230,869 415 5,192,6341 8 87 269,128 4‘60 76, 001 1-31] 8,707,932

United States traffic shipped to United States ports® may be examined in the fol-
lowing table:—

Uxizep STATES traffic to United States yorts by lake districts—Navigation season

1013,
i Ltka Ontario Lake Ruron -
River Lake Erfe, A Lake Michiam,
Ditection. | St. Lawrence. | Genrgian Bay. Totat
ons.
Total | Per | Total | Per { Total { Per | Total Per
Tons. | Cent.] Tons. |Cent. Tons |Cent. Tons., | Cent. -
B ! | |
From Lake Superior| |
eastbound to... . ... 4&,008‘ -08) 46,087,336] &7°61 172,23 88 6,202,504 11°97} 52,544,220
To 1ake Superior west- ’
bound fronn...eaees 10.3741 06 14, \76.162 Y76 82, S.’)O L’)«‘ 251,644 1°78 14, 5"0 w26
Combined total, ... bﬁ‘:ﬂéﬂi - 08} 60,20, 038‘ 8 |8 289, (8" Sﬂ‘ 6,614, 0{8 ER 61,006,161

“1 Appendix, Table 10, p. 96
18b—23

. Statistics, 1911415,
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NUMBER, CAPACITY AND NATIONALITY OF VESSSLS.

How many vessels' were engaged in 1913 in the carrying of the enormous freight
tonnage which passed through the Sault Ste. Marie canalst Of what types and sizes
were these vessels, and how does tho classification of 1913 compare with the classifica-
tions of earlier years! How many were Canadisn vessels and how many United States
vessels, and how did they compare as to capacity and what proportions of the traffic
were carried by each? These and many other points must prove of practical interest
and perhaps of great importance. )

The development in type of vessels employed in the lake Superior trade will indi.
cato the results of experience in economy and efficiency of transportation. The division
of the total traffic, or of the traffic on certain routes, between Canadian and United
States vessels will throw light on the nature and limits of national competition in the
carrying trade under the present coasting laws and the existing conditions of trade.
What is the present *load factor ” of vessels in this trade, that is, how well filled are
they on the average, how does the load in one direction compare with the load in the
other, and on one route with another, and how is the load distributed in each direction
throughout tho season! How does the “load factor” of Canadian vessels compare
with that of United States vessels? Such matters must be understood before the rela-
tive development possible to the Canadian carrying trade can bo estinated and before
the probable advantages or limitations of a new water route can be judged.

Development of Canadian carriers.—While by comparison with that of the United
States the Canadian mercantile fleet on the inland waters is small, it is yet of con-
ciderable size and its capacity has been steadily growing.! In diagram 3 (tig. 1) is
presented the comparative increase in gross tonnage of vessels of Canadian and British
register engagod in the carriage of passengers and freight on the Great Lakes and con-
necting waters, the river St. Lawrence betweén Ringston and Montreal, the Rideau
canal, and tho Ottawa river between Ottawa and Montreal; that is, on the inland waters
west of Montreal to the head of lake Superior.

In nctual number of vessels there has been no great change in revent years, but the
type and size have improved. In the fiscal year 1899-1900 thero were 242 vessels o
engaged; in 1905-06 the number was 270; and in 1913-14 the number was 265.

The size of the vessels thus registered for service on the above inland waters, as -
measured by the aggregate gross tonnage, was, in 1899-1900, 90,624 gross tons; in
1903-6, 157,625 gross tons; and in 1013-14, 310,176 gross tons: In 1913-14 there were
five fewer vessels engaged than in 1905-6, but the aggregata size of the vessels had
practically doubled. Larger vessels had been substituted for amaller vessels. The
chanres that have occurred in the apgregate cize of vessels in the different elasses,
according to gross tonnage, are set forth in fig, 2 of diagram 3. .

The great incrcase n capacity has been in the class of vessels of over 2,000 tons
gross register (say, over 1,250 tons net register) and since 1808-0 the capacity of this
clags of vessels has been greater than that of any other clazs. A marked increase has
also taken place in the aggregatc capacity of vessels between 1,000 and 2,000 tons groas
register. ‘There has been an actual falling-off in the class of vessels between 500 and
1,000 tons gross register, while the capacity of vessels urder 500 tons . ross register has
~ remained fairly constant, but in this smallest class the number of vessels has greatly

- deereased, showing that many of the very smallest vessels have been discarded and
_somewhat larger vessels substituted.

1 Appendix, Table 18, p. 103, Statistics, 1899-1914. .
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Of the above Can.dian mercantile fleet, cousisting in 1018-14 of 265 vessels of
310,176 tons grose register, or 214,550 tons net register, there passed through the Sault
Ste. Marie canals in the navigation scason of 1913, 144 vessels of 170,558 tons net
register; that is, 54 34 per cent of the number and 79.48 per cent of the cupacity, show-
ing that the larger vessels in the Canadian fleet were engaged in the Lake Superior
trade to a greater extent than in the thorter trades.

In 1913,' 708 vesse's of Unitel States register, having a capacity of 1,807,412 net
registered tons, passed through the Sault Ste. Marie canals. Compared with tho Cana-
dian, they were 4.91 times as numvrous; their value was 8.31 times as great; and they
had 10-59 times the capacity. On the average the United States vessels were thus very
much larger than the Canadian, and had a relatively greater earrying capacity in pro-
portion to capital invested. The United States vessels carried 15-17 times as much
freight as Canadi-n vessels, and were thus more heavily loaded or inade a greater num-
ber of trips. Tt should be noted, however, that Canadian vessels carried 47,825 pasen-
gers, while the United States vessels carried only 29,860 passengers. Relatively there
were more passenger boats in the Canadian fleet. The particulars are as_follows:—

CANADIAN VEssELs. N .
']'unn.lge.
Class. No. | Valuation. : Passengers,
Registered. | g Freight

Seeamers, oooe covvannn P B £ ) § $15,15),70) 167,331 4,816,355 47,825
Sailingao.ooiaiiin cii i 3 140,000 3117 4018 |, ...l =

JS S PO T . X e e e
e 815203700 { T 170,558 4,920500 17777 7 41,82)

UNITED STATES VESSILS.

Kteamers....... e e e #122,118,0100 LGH.051 | 70,307, 67 29,369
Sailing. ....... i ,707, . 163,228 ,236,809 ... .0y ek
L R L O T O L vt 174469 §. ... .coveees
J U7 T I 1 $127,125,400 1,807,413 74,183,715 20,360
Grand Totale. ..., 852 | $142,421,2W 1,977,970 79,718,344 T

Tolal T'raffic by Nationality of Vessels2—Of the total cas'bound freight traffic
through the Sault Ste. Marie canals in 1913, 3,389,860 tons, or 8-72 per cent, was carried
in Canadian vessels, and 55,815,993 tons, or 94-28 per cent, was carried in United
States vesscls; while of the total westbound freight traffic, 1,639,739 tons, or 7-50 per
cent, was carried in Canadian vessels, and 18,872,752 tons, or 92-80 per cent, was car-
ried in United States vessels. Of the combined eastbound and westtound total, 6-18
per cent was carried by Canadian vessels and 93-82 per cént by United States vessels.

Of tho traffic originating at Ganadian ports and amounting to 6,103,847 tons ¢ast-
bound and 771,410 tons westbound, Canadian vessels carried of the former 8,165,810
tons, or 51:86 per cent, and of the latter, 761,535 tons, or 08:71 per cent; or of the

t Appendix, Table 11, pp. 97-98, Statlstics, 1911-1815,
2 Appendix, Table 4, pp. 88-90, Statistics, 1911-1915.
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total eastbound snd westbound combined, amounting tofﬁ,ﬁﬂ‘ﬁé tons, Canadian ves-
eels carried 3,927,145 tons, or 57-11 per cent.

With regard to traflic destined to Canadian ports, of the total of 3,619,636 tons east-
bound, Canadian veesels carried 3,256,109 tons, or 80-71 per cent; while of the total
westbound, amounting to 5,054,383 tons, Canadian vessels carried 1,615,437 tons, or
25-40 per cent. Out of the t.tal castbound and westbound combined, Canadian ves-
sels carriod 4,708,646 tons, or 50-12 per cent. i

Because of the coasting laws, Canadian vessels of course carried all the Canadian
traffic destined to Canadian ports, but of the castbound traffic originsting at Canadian
ports which was shipped to United States ports, amounting to 3,041,688 tons, Canadian
vesséls carried only 103,751 tons, or 3-41 per cent. Of the westbound traffic of Canadian
origin destined to United States ports, amounting to 87,177 tons, Canadian vessels
carried 27,802 tons, or 73-43 per cent.

Of the traffic originating at United States ports and shipped eastbound to Canadian
ports, amounting to §57,517 tons, Canadian vessels carried 224,250 tons, or 40.2 per
cent. Of the large weatbound trafic of United States origin destined to Canadian
ports, amounting to 5,220,155 tons, Canadian vessels carried 778,204 tons, or 14.90 per
cent. .

Distribution by Nationality of Vessels According to Lake Districts.}—Traffic
between Lake Superior and Lake Ontario and River St. Lawrence ports is largely con-
* trolled-by Canadian carriers. Out of a total eastbound of 956,272 tons, Canadien
vessels carried 740,364 tons, or 78.36 per cent; and out of a westbound total of 447,800
tone, Canadian vessels carried 424,705 tons, or 94.03 per cent; or out of a combined
total of 1;404,168 tons, Canadian vessels carried 1,174,089 tons, or 83.61 per cent. )

The trafiic with Lake Huron and Georgian Bay ports is also largely controlled by
Canadian vessels. Of the castbound total of 2,445,045 tons, Canadian veasels carried
1,820,340 tons, or 74.43 per cent; of tho westbound total of 430,045 tons, Canadian
veasels carried 848,854 tons, or 78.81 per cent; or of a combined total of 2,885,890 tons,
Canadian vessels carried 2,166,203 tons, or 75.07 per cent. ’

“-'Of the enormous- traffic. with lake Erie_ports, Canadian vossels carried a very
small portion; of the total eastbound business, 1-62 per cent, and of the total westbound
business, 3-81 per cent, and of the combined total only 9.24 per cent. Novertheless,
Canadian vessels carried more tons of freight to aud from lake Erie ports than to and
from ports on lake Ontario and the St. Lawrencg-Tiver.

With lake Michigan ports the traffic of nadian vessels was relatively insignifi-
cant.

1 Appendix, Table 4, pp. 88-90, Statistics, 1911-1915.
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The particulars of distribution by nationality of vessels by lrke districts are as

Toran traffic and percentages carried by Canadian and United States vessels accord-
’ ing to lake districts—Navigation season 1913,

Lake Eri Lake l(l!umn I ko Michi |
National- e Erie. an Lake Michigan.
Direction. ity of - | Qeorgian Bay, -

Vessels. Total | Pec | Total | Per | Total | Per

‘Tons, {Cent.] Tons. |[Cent.]| Toms. |Cent.

From lake Superior{ Cantdian, 804,353; 1°62] 1,620,349, 1—(.'12 15,794 24

eastbound to. ..... U.S. .. 48,622,748] 95-38]  62,506] 25°58] 6,360,741} 99°76 ..

Tota) eastbound.... | .. ...... | 49420,100) L. | 2,445,945]......] 6,376,5%)

To lake .‘luperior{ Canadisn. 735,200] 3:81| 345,854 7861 33,980 10'37

westbound from, .. {[U. 8...... 18,561,905 96'19 - 94,0011 21-89;  293,563] 89-63
Total weasbound. ..... 190297,100 . 439,943)..... 327,543

Combined east and { [Canacian. 1,680,558 2-24] 2,166,208 15°07|  4wi7el  in

© westbound totals. VUL S 67,164,633} 97°76,  719,6871 24-93] 6,654,306 99'25
Grandtotal... ... o .. L.l ‘3.724.%6!‘..... 2,835,8901 .....| 6,704,080

1 Appendix, Table 4, pp. §5.90, Statistics, 1911-1916,
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LOAD FACTOR.

= (ost of transportation per unit of cargo, and thereforo the economic basis of
freight rates, must depend Jargely on the Joad factor obtaining for the carriers. If
a vessel has a full load each way on every trip it will operate at the maximum of
efficiency and at the lowest cost por uni} of cargo. The load factor may fall short of
this ideal in two general ways; there may be enough freight in one dircetion to furnish
full loads, but not enough in the opposite direction to furnish more than partial loads,
or the freight may bo offered o jrregu'arly in either direction or in both directions
that the loads vary throughout the scason. To meet tho requirementz of any ‘parti-
cular Vtrade” there must be vessels enough to carry the maximum amount of freight
offering for shipment at any particular time. If, then, the freight does not continue to be
regularly offered throughout the season, but if, for example, the amount in one period
of the ;car it very much less than the amount in some other poriod, then the shipping
either will be uncconomically employed in the elack months, or vessels must be diverted
to other trades; and in either case average costs per unit of cargo will tend to be
increased. In the same way, if outward and return freights are unequal, the number,
of vessela must be proportionate to tho greater of these quantities, and the voyage in
the opposite direction will hbt‘b‘E'fﬁllY'eﬂlcimt;which-likewise-willincmsse,ucmgc
costs per unit of cargo. Trausportation costs per unit of cargo are therefore, other
things being equal, loweet in that trado offering the most favourable load factor.
Among tho other general conditions determining costs are distance, or the comparative
length of the voyage, and time which is not necessarily in exact proportion to the
number of miles to be travelled.  Wo have thus three general factors affecting the
oconomic basis of freight rates and therefore the relative advantages of competitive
rqutes :—

(1) Distance, or tho length of one route as compated with another. “(ertain
costs are almost directly proportionate to distance travelled. Inlong-voyage trades the
vessel can make fewer round trips in a ceason than in short-voyage trades, and must
distribute its scason’s oosts over 4 smaller number of cargoes. Put in another way,
it takes a larger number of vessela to move the same amount of freight in a season
over long routes than over short routes, and thereforo the freight on the long route
must meot the costs of the larger number of vessela.

(2) Time, or the period necessary for a round trip. If navigation on one route
;s rendered slower than on another because of obstructions, such as canals, or narrow
or shallow waterwaye, requiring slower speods, the costs on that route as compared
with the yaore opey route will be relatively higher. On the other hand, the length of
time a vessel must spend in port in a season in loading and unloading must be taken
into account. In short-voyage trades a vessel is in port more frequently than in long-
voyage trades, and a greatef proportion of its time is spent in loading and unloading.

This will ténd to modify the factor of distance in favour of the long-voyage trade. On-

one route half as long as another route a vessel will not be able to make quite twice

a8 many voyages in a season because it will have to spend almost twice as much time in
loading and unloading. .

~(3) T.oad factor, as discuésed' above,
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Geacral load factor in the lLake Superior Trede.)—Eastbrund, in 1013, there
passed through the Sault Ste. Marie canals, 29,087,251 net registeced tons of shipping,
carrying 69,205,853 short tons of freight. There wera ihus 2.03 short tons of cargo
for every not registered ton of vessel capacity. A net registered ton equals 100 cubio
fect of space, and the average long ton of freight is assumed to occupy 40 cubic fect.
According to these accepted standards of measurement it may bo assumed that a veéssel
van earry approximstely 2§ long tons of average freight per registered ton? There
are many passenger and package freight vessels in the Lake Supetior trade in which
the freight cepacity would fall much below the theoretical standard, and on many
occagions vessels of all classes must have sailed with comparatively light loads. In
view of theso conditions, and even allowing for the difference between the short ton
aud the long ton, an average record for a total season of 2.03 short tons of cargo
for every net registered ton that passed through the canals is remarkable. Such results
could occur probably ouly 'in a trade in which a latgo proportion gof the freight con-
- sisted of heavy bulk commodities such as iron ore, of which, upon occasion, more
than 2§ long tons could La loaded into each registered ton of space. In view of the
above figures it may fairly be said, therefore, that the freight boats in the Lake
Superior trade went east with full loads, and to this extent approached the ideal of
economic loading in that direction. ) .

On the return trips westbound, -however, only 20,612,401 short tons of freight
were carried, or only a little over one-third of the freight carried on castbound trips.
The exact ratio was 2-88 easthound to 1 westbound. In 1912 the ratio was 3.23 to 1,
and in 1011, 2.18 to 1. This disparity between eastbound and westbound traffic fa a
-departure from: ideal conditions; but there are few trades in the world in which
freight is even approximately equal in both directions, and a ratio of 2 or 8 to 1
cannot be regarded as exceptionally unfavourable. ‘

The second important condition of satisfactory trafiic is the regularity with which
freight is offered throughout the season. A vessel might sail full on every trip it
made, but might not bo able to make Fegular trips becauso freight was not available
at all times; or a greater quantity of freight might be offered in one month, necessi-
tating the employment of a large number of vessels, while in some other month, or
months, comparatively little freight might be offered, causing the laying-up of certain
vessels or their diversion to other trades. The vessels remaining in the trade might
continue to carry good loads, but the general load factor of that trade would Lecome
unfavourable. : a

Maonthly Distribution of Fastbound and Westbound Troffic)—In diagram 4 the
quantities of freight carried in esch month of the navigation season are shown for the
veas 1015, 1012, and 1011, The solid black columns represent the quantities of east-
bound freight, and. the hatched columas the quantities of westbound freight. The full
months of open navigation on the Great Lakes are May to November, inclusive. Ordi-
narily navigation is upen for a week or two at the end of April, and, at increased insur-
ance, the season is extonded at least until the 10th of Docomber. April and December
are thus short monthe. Comparing the beights of the solid black columns it is seen

. that the esstbound freight is offered with great regularity, November showing the
smallest quantity, due to the falling-off in iron ore shipménts after the first heavy
frosts. Still more remarkuble under the conditions, however, is the evenness ¢f the
westbound shipments. - With only about one-third of a load for the mercantile flect in
that direction, the westbound freight is distributed throughout every month of the

navigation season. The fleet could carry all the westbound freight in less than thr,g.;e

1 Appendix, Table 16, p. 101, Statistics, 1911-1915,

? Buoyancy differs with types of construction and this theoretical standard could not often
be reached under actual loading condltlons.
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months, but, instead, it reccives about one-third of a load for each trip. The moithly
distribution of traffic in this trade therefore approximates the ideal, rssuming that the
ratio of eastbound to westbound mustbe 2or3t0 1, -

The detaiied figures showing the tons of freight carried each month in relation to
the total net registered tonnage paxing through the canals are as follows:—

Fericut tons per registered ton by months—season of 1913,

The highly favourable general load factor in the lake Superior trade, due to the
satisfactory loading and to evenness of distribution throughout the season, must deter-
mine the economic basis of freight rates in this trade, and must to a large extent domi-
nate the whole problem of transportation on the Upper Lakes. If the routing of any
large proportion of the traffic in either direction were changed in such a way as to
alter the average load factor, then the economic basis of freight rates could not remain
what it was in 1913, The route with the more favourable load factor could at & certain
point succesefully compete against the route with the less favourable load factor, even
against some decreased cost of navigation on the latter route. Again, if the load fac-
tor presented by traffic of Canatian origin hippened to be less favourable than the load
factor presented by traffic of United Statés origin, then Canadian traffic would tend to
be subject to somewhat higher costs if handled exelusively by itself. Tf Canadian
vessels attempt to operate on a less favourable load factor than United States vessels'

EASTBOUND.
Net Freight
Month. Registered  |Freig' t Curried.| Tons per Ton
Tonnsge. Registered.
mm | m
. 3 .
- 8,835,881 - 208 - -

9,107,569 2:07

§,263,278 2:04

8,348,801 2:01

. 8,675,690 204

November ..., 5,074,135 1'94

Deceanber. . 840, 194

Aprnl .. N e B4R 742 807,432 ' ‘85

= - -May - ST T 406905 [ 3,044,017 7

Jure.. . Wl ameien AT | B

ugust . 7 v

Sepremue 4,061,090 2,061,664 63—

ober™. .. 4,900,612 2,243,684 - 52

Novemler. ... U 2,841,354 1,871,042 50

Deormber. . ooie i e e e : 257,645 , 236 1w

s . Y

then they must te content to earn loss profits, or at times perhaps even no profits at all..

Load Factor of Canadian Traffic.—Takng by itself the traffio originating at Can. °

adian ports in 1913, we have 8,103,847 tons eastbound and 771,410 tons westbound, or
a ratio of 7-81 to 1. This may be compared with the ;eneral ratio for all traffic of both
Canadian and United States origin combined of 2-88 to 1.. If the Canadian traffic had
been handled separagely, the vessels. which carried the eastbound load would on the
return trips have had only 12-64 per cenit of thelr cargo space filled, instcad of the
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actyal 84-75 per cent which, on the average, fell to all vessels engaged in the combined
:  lake Superior trade that season. . - .

With traffic of United States origin, the ratio of eastbound to.westbound in 1913
was 3.69 to 1. If this traffo had been bandled entirely by itself, the vessels’ which
carried the eastbound loads would on the returm trip have had 37.17 per cent of their
space filled. Traffio of United States origin thérefore presented from the transporta- h
tion standpoint a much more favourable ratio than traffic of Canadian origin.

In 1911 the ratio with respect to traffic of Canadian origin was 409 easibound
to 1 westbound; in 1912, 4.70 to 1; and in 1013, as we have seen, 7.91 to 1. During
theso thres years the ratio grew less favourable, due to the fact that the eastbound
shipments of Canadian grain increased to a'much greater extent than the westbound
shipments of Canadian goods. With respect to United States traffic, the ratio in 1011
wae 2.05 to 1; in 1912, 3.15 to 1; and'in 1913, 2.69 to 1. In cach of those years,
therefore, the ratio for United States traffc wae more favourable than that for Cana-
dian traffic. : - :

The second condition for a satisfactory load factor is evenness’ of distribution
throughout the season. It is not practicable with the material now available to
present separate diagrams of the monthly distribution of Canadian traftic and ‘of
United States traffic along the same lines as disgram 4, which represents the monthly
distribution of the total combined traffic, but it is possible to give in tong the monthly =
ghipments of grain from Fort \Vil}iam and Port Arthur, which in 1913 were as

follows:—
Tons.
April.. 303,260
May.. 108,104
June 316,718
July. . 418,110
— August.. oo oo -0 o 191,160
T v 135001
————Qctober - 353,
: “November. e W LT X1 | Ie—
December. . . 845,942
TOtAY. . oo as on e 26 as ss s me we o T ae e e e §.5|3.l$l

As grain forms the greatest part of the Canadian eastbound traffic, the above
distribution may be accepted as approximately representing the distribution of east-
bound - Car adian traffic as a whole. Diagram b presents, in the solid black line, this
monthly distribution worked out according to percentages, that is, the quantity
shipped in each month is reduced to a percentage of the total amount of Canadian
grain chipped in e sean; and comparicon is made with the distribution
in percentages, similarly worked out, of the total’ combined eastbound traffic, as
shown in the- dotted line. Taking the months of May to October, for example, it
will be seen that only about 3.47 per cent of the total season’s . Canadian grain
load was carried in August, while 24.54 per cent was carriod in October, and that
wide variations existed also ini the other months. But with the total combined trafic
the monthly percentsges remained within remarkably narrow limits, varying ‘only
between 13.08 per cent and 1638 rer cent. 1f we deduct Canadian grain from the
total eastbound trafiic the range of the balance would be only between 13-64 per cent
and 16-19 per cent in the same months. ’ .

It ia ovident, therefore, that the load factor presentzd by Canadian trafie is
much less favourable than that presented by United States traffic. -

Tn this examination of traffic movement in the lake Superior trade, only general
totals are taken into consideration. Any general conclusions indicated by the statisties
here presented must be ro-examined in i.e light of further snalysis of details. In
the matter of load fastor, for example, tho nature of the freight shipped must be

" taken into account. Bulk commodities and packageé freight precent somewhat different o
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problems. -United States traffic offers large quantities of bulk: freight in both Cirec-
tions, while the bulk freight of Canadian origin is practically all in one direction,
and consists of eastbound grain. This fact probably increases the unfavourable posi-
tion of the load factor in Canadian traffic.

Load Faclor of Canidian Vessels}—Under the conditions pievailing in the lake
Superior trade, actual and potential competition must exist between the mercantile
fleets of Canada and the United States. Operating eide by side in the same waters,
there would be a tendency towards the same standards of servico and of profits even
if, by legislation, the syheres in which the respective flects could oporate were kept

_entirely separate. As it is, however, the coaating laws of the two-countries leave

Ducrav No. 8.

GRAIN SHPMENTS FROM FT. WILLIAM AND PORT;ARTHUR
COMPARED BY MONTHLY PERCENTAGES WiTH
EASTBOUND MOVEMENT OF TOTAL LAKE_SUPERIOR TRAFFIC

251 25%
Fryv
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20% 20%
) g;,!ai e g — 15 g
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. open to competition all that portion of the trafe ¢f the two countries which passes,

or can be made to pass, from a port in oz country directly to a port in the other
country, either because the geods so shipped are destined to the latter country for
consumption or can pass in transit through that country on favourable terms, There
was thus open to competition in 1013, theoretically at least, all the trafic that was not
carrled directly from one Canadian port to another Canadian port and iron: one
United States port to enother United States port. Subtracting this coasting traffic
from the totals, there remained 8,509,765 tons eastbound and 5,257,333 tons west-

- bound open to competition. Canadian vessels were free, so far as legislatire restric-

tions are concerned, to carry all of this trafie, and o were United States vessels.
As a matter of faot this traffie was divide_d, the Canadian fleet seouring 828,001 tons,

" 1 Appendix, Table 4-12 to 15, pp. §5-98 to 106, Statistics. 1911-15.
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or 9:11 per otnt of the eastbound, and 505,506 tons, or 16.82 per cent of the west-
bound, or 12.7p per cent of the combined total. In proportion to the relativa carry-
ing.capacities of the two fleets, the Canadian fleet secured somewhat the larger ghare.
By adding competitive traffic in the above smotnts to the traffio that exclusively
belonged to it as being billed from one Canadian: port to another Canadian port, the
Canadian fleet changed an unfuvourable load factor into one that was much more * -
favoyrable. ’ :

More important, pethups, than the mere statistieal examination of the facts of the
- competitive division of traffic in the Great Takes is the question of the extent to which
competition does or may determine the diversion of trafic. Canadian grain from Fort
William and Port Arthur for Europe can, for example, follow Canadian routes to a
- Canadian oceari port, it can go to certain TUnited States lake ports and pass back from
them to Canadian routes and ccean ports, ot it can move through Canadian lake ports
to United States ocean ports, or can directly take United States-routes to United
States ocean ports. The same is true of United States export grain from Duluth and
Superior. Goods destined for 1ako Superior from the Eastern States have under cer-
tain conditions the choice between a Canadian 1ake port and’a United States lake port.
These nre but examples of the alternatives that enlargo the possibilities of competition.
- Ho;‘arvdo competitive conditions in ]g}g-} shipping determine the routing of such
traflic ' e
Goods are 10uted by the shipper, and either at his own discretion or on instructions
of the ~onsignee. In the routing, for example, of s0 much Canddian export grain to
United States lake and ocean ports, is the decision of the shipper determined by such
oconditions as lower freight rates by United States vessels or to United Stateslake ports,
or by a shortage of suitable Canadian vessols, necessitating the engaging of United
States vessels which must sail to a United States 1ake port; or are the causes found,
not-in the lake shipping conditions at all, but in facilitios beyond the lakes, such as the
supply of océan tonnage at the different ports of export! C

Tn the general facts now under consideration; certain points may_ba noted having

a bearing on these questions. The Canadian fleet, as it existed in 1018, carried all the
Canadian grain and other goods actually routed $rom one Canadian port to another
Canadiaii port, and i addition was able-to-carry castbound 103,781 tons from Canadian
to United Statea ports and 224,250 tons from United States ports to Canadian porte, ’
and westbound picked up more ihan half its total load at United States porta. Again,
the Canadian fleet eastbound carried on the average only 19-87 frelght tons per regis.
tared ton of eapacity, while the United States flect carried 30.88 freight tons per regis-
tered ton. Even making sllowanée for the proportion of passenger and package frelght
boats, it would appear that the Canadian fleet could have carried a larger amount of
freight than it aid carry, at léast if the freight had been regularly offered. That on
the average for the scason the Cpeandian fleat could have carried more Canadian traffic
to Canadian ports, if it had been so billed, does not, of course, mean that at times of
exceptionally heavy offerings of fieight the Canadian fleet may not have been found
inadequate. o .

That the Canadian fleet shares in the competitive traffic ehows that it is able to
meet competitive freight rates, and indeed it is obvious from all the facts that freight
rates in the lake Buperior trade must tend to.bo the same for like services with_ all
vessels. | If Canadian vessels could not, on tho whole, give as favoursble ratss a8 United
_ States vessels, they could not, with the various alternative routings possible, hold even
the proportion of the traffic they carried in 1018, Two questions ariso here: How are
Canadian vessels able to meet the rates of United States vessels, and why {s the Can-
adian fleet ik size it is, that fa, why is it not bigger or smaller! The load factor the
Canadian fleet can establigh must largely determine these matters. : :

. If the Canadian ﬁ_éet had carried all the traffio originating at Csnadian ports, the
ratio of its eastbound to its westbound load would have been 7-01 to 1. If it had been
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confined to the Canadian trafic routed to Canadian ports, the ratio would have been
417 to 1. Both these ratios would have becen unfavourable as compared with the gen-
cral ratio in the lake Superior trade of 2:88 to 1. The Canadian fleet actually-secured
a ratio of 2-20 to 1, This result was due to its carrying eastbound only 8,165,610 tons,
or 51-86 per cent, of the traffic orig nating at Canadian ports, aid in addition, 224,250
tons originating at United States ports, and carrying westbound practically all the
traffic originating at Canadian ports in the east, or 761,855 tons, which was 98-71 per
cent of the total westbound Canadian traffic, and then adding 778,204 tons loaded at
United States ports. The Canadian fleet carried eastbound a little more than one-half.
the Canadian castbound traffic, and carried westbound a littlo more than double the
amount of the Canadian westbouid traffie. .

Tho amount of Canadian traffic carried by United States vessels, although a
large percentage of all Canadian traffic, was relatively less important to the United
States flect than was the United States traffic to the Canadian fleet. Eastbound the
United States flect carried 2,938,237 tons, or 48-14 per ceat of all the trafic origin-
ating at Canadian ports, but this amounted to only 5-28 per cent of the total east-
bound load of the United States fleet. Westbound the United States fleet carried
only 9,875 tons of Canadian traffic, or 0-03 per cent of its total westbeund load. Its
participation in Canadian trafi¢ did not improve the general load factor of the United

by it was 207-54 to 1, but the Canadian traffic was relatively 20 sniall that it could be
carried on occasional trips when other equally satisfactory cargoes did not happen
to be offering. e .

In comparing the ratio for the Canadian fleet of 2.20 to 1 with the ratio of the
United States fleet of 2-94 to 1, loading must be taken into account. Eastbound, as
weo have seen, the Canadian flect carried relatively lighter loads,-and even westbound
it carried 9.03 freight tons per registered ton to 10.40 freight tons carried by the
United States ficet.  On the other hand, it carried a bigger proportion than the United

If the Canadian fleet had on the average a longer route-than the United States flcet,
" because more of its vessels made the long water trip to Montreal, this would modify

But it is doubtful if the route of the Canadian fleet i3 quite as long as that of the
United States flect, for the Canadian fleet carried 58.69 per cent of its load on the
short route to lake Huron and Georgian bay, and only 22-10 pex cent to lake Ontario
and the St. Lawrenco River ports, while the United Statés fleet carried 87-11 per
cent of its load to lake Erie. .

* In their trade with lake Y™won and QGeorgian bay ports, the Canadian vessels
carried 1,820,349 tons castboung and 345804 tons westbound, an unfavourable ratio
of 526 to 1. In their trado with lake Erie ports, however, the Canadian - veseels
carried 504,333 tons castbound and 735,200 tons weethound, which gives the ~emark-
ably favourable ratio 1.09 to 1. In the trade with lake Ontario. and River St.
Lawrence ports, Canadian vessels carried 749,364 tons eastbound and 424,705 tons
westbound, a ratio of 1.76 to 1. In the small trade with lake Michigan the Canadian
vessels carried eastbound 15,704 tons, and weatbound 93,980 tons, or a reversed ratio
of 1 to 2.18. Lake Erie thecefore offered the best load factor for Canadian vessels,
at least for tho bulk freighters. The second best load factor was found in the trade
with lake Ontario and St. Lawrence ports, the westbound freight including 36,19%
tons picked up at United States ports, and probably chiefly hard ccal. The lake
Ontario boats westbound could, ‘of course, pick up soft coal at United Stutes ports
on lake Ere, but the carriage of soft coal is largely left to the bulk freighters, which
cannot a$ present engage in the lake Ontario and .St. Lawrence river trade. Grain
freight rates on the shorter Georgian bay route are generally the same as to lake
Erie ports, but the longer routo presents a more favourable load factor. -

“Siutes feet, for thio ratio between the eastbound and westbound Canadian-traffic carried —— -

States_fleet of packsgo_freight, which is perhaps more profitalle, and more passengers. ...

the appearance_of the figures of-loading, since the vessels on longer routes canuot -
_ make so many trips-in the scason, and therefore canuot earrv -0 many tons of freight.
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 On account of ita containing a larger proportion of smnall and medium-sized

veasels the Canadian fleet might appear to bo at a competitive disadvantage so far as

. economy of handling is concerned. Vessels up to about 2,000 tons net register are,

however, able to compets in the open lake trade, becavse they are better adapted to

the package freight business, and they besides have tho trade through the Welland
and St. Lawrence canals entirely t» themselves.

Vessels Carrying Canadian Grain—Two special statements were prepared from
the official records at Fort William and Port Arthur covering the seasons of 191t-
12-18, the one containing the name, nationality, and registered tonnage of each vessel
carrying grain from those ports with tho details of its cargo, the date of clearanco
and the port to which it sailed, and the other containing the name, nationality,
capacity, and amount of cargo of each veasel delivering coal to those poris, with the
date on which each cargo was entered. for unloading. Compilations of details in
those two statements are interesting in connection with a study of the real nature of

the traffic in the lake Superior trade and of the competition between Canadian and
[Tnited States vessels! .

The following table shows the tons of grain carried from Fort William and
_ Port Arthur in the season of 1918 by Canadian vessels and by United States vessels,
“"in each case classified according to net-registered-tonnage:—. ... e

Vessers Carrying Grain from Fort William-Port Arthur—Season ‘of Nav;igatio'n,
1013 (Classified). .

Registered Tonnage Number* 15 mount Carried Percentags
{Between). » Veasela. (Short Tons). | rporal Carried.
SRS TN -~ e || —
dian Vestels
Canadin oa 1006 1LU5 10
] . " 582,678 . Bdds
T 1% e
000 . #3791 17-18
8000 and over J R O
xR
N
267,015 10°41
935,165 3616
595,816 2334
518,338 2000
25, 098
2,565,880 .

‘It will be noted that there were practically twico as many United States vessels
engaged as Canadian vessels, and that the United States veasels wero on the average
very much larger in capacity, yot the Unif.ed States vessels did not carry as much

grain as the Canadian veesels, the explanation being found in the fact g‘hat a major-
ity of the United States vessels made only one trip with Canadian grain in the season,

1 Speclally complled from statistics at the port of Fort Willlam-Port Arthur, courtesy
Board of Graln Commlssioners.

10b—3
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while many of the Canadian vessels were steadily employed in eairying grain through-
out the seacon, ona Canadian vessel having taken as many as twenty-eight loads.

The number of loads per month taken by Canadian and United States vessels
js as followsi— :

- . Loaps of Grain per Mouth from Fort “'illiam and Port Arthur.

| Canadian  United States
i Veaels. Vasele. -

Month.

November. .ooovess oo envnen i
December..... PR T DRI

e Totals e e e e

These figures illustrate the irregularity of grain shipnents. Canadian ves)sels,
.on the average, carricd 8-57 loads for each vessel engaged, while the United States
vessels carried but 1-88 loads per vessel. The Canadian grain fleet was apparently
engaged to something approaching full capacity only in the months of May, October,
and November. In October, and particularly in November, shipments direct all-
watér to Montreal tend to fall off and the boats double up on the shorter routes and
can thus make more trips. .

--'The large 'propiortion,of,Canadian_vgggels under 2,000 tons net register, 67 out
of 99, or more than two-thirds, is notable. These vessela carried 62:65 per cent of the-
grain carried by Canadian vessels, or 32-12 per cent of the total grain carried by all
vessels, Vessels of this size can use Lo Welland and St. Lawrence canals, but these

vessels actually carried from Fort Willizun and Port-Apthur -more-than four-times -

the grain that travelled direct to Montreal by water, and they therefore successfully
gngaged in the open lake competitive traffic, and, as pointed out, are probably able
to do this becauss of the return package freight business. . _ ‘

By comparing the list of vessels carrying grain from Fort William and Port-"

Arthur with the list of vessels carrying coal to those ports, it is possible to determine
the direct relationship between the coal and grain traffic in so far as thosa ports are
concerned. It might bo supposed that if Fort William and Port Arthur received
4,217,248 tons of coal and shipped out 5,273,695 tons of grain, the vessels that unloaded
coal would eimply move from the coal dock to the grain elevator and fill up with
grain for the return trip. The load factor offered by these two bulk commodities in
that year at thcse ports was extraordinarily favourable. As & matter of fact, how-
ever, there was only a slight relationship betiween these two traffics in so far as Umited
States vessels were coneerned. United States vessels carried 8,609,496 tons of coal to
Port Arthur and Fort William, and United States vessels carried 2,565,880 tons- of
grain from those ports, but only occasionally did the vessel that brought coal load
grain, or the vessel that went east with grain return with coal. Only 397,413 tons of -
the total coal load of United States vessels to those ports, or 11.10 per cent, can thus
be traced into a direct relationship with the grein-carrying traffic of United States
vessels from Port Arthur and Fort William. Most of the United States v asels, after
" unloading coa), sailed light to load iron ore or some other freight at other ports.
Other vessels, mostly light. came in to load grain. In November and December, after
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the ore trado falls «ff, there is a much more direct relationship between the two trafiics.
Of the 637,640 tons of coal carried to Fort William and Port Arthur by Canadian
_ veasels, no less thar. 389,873 tons, o 64.11 per cent, was carried by vessels that imme-
- diately loaded grair, or had returied with coal after carrying dovn a cargo of grain.
This means that tha portion of the Canadan grain fleet, consisting of bulk freighters,
or at least such bulk freighters as were on the route to lake Erie yorts, preity regu-
larly loaded coal tack. The facts, ‘particularly. with regard to the United States
vessels, tend to show that tho movements of lake vessels are determined by general
conditions rather ttan by the traffic conditions peculiar to individual ports. Iron ore-
and coal probably dominate the whole position, the remaining traffic being more or
less incidentsl, except with-the-emaller vessele. The participation of United States
bulk freighters in Canadian traffic, and their actual or potentisl compctition in this
traffic, must largely be determined by conditicns in the iren ore and coal traffic.
As nearly all the iron ore trafic falls to United States vessels under the coasting
laws, Canadian bulk freighters must so adjust their loads of grain and ccal as to be
able to meet the competition o. ‘Tnited States vessels on the basis of the standards
set in the iron ore and coal trades. In November avout one-third of the United
States fleet is laid up or diverted to other trades, and so during that month and ia
December plenty of United States tonnage has been arailable for the Canadian grain
__ troffic when rates have been made sufticiently attractive, CTTT
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TOTAL TRAFFIC BY PRINCIPAL COMKODIT_I'ES.

1n diagram 6, figures 1 and 4, there is presented graphically an analysis of the
total eastbound and the total westbound traffic through the Sault Ste. Marje canals,

Duorax No. 6.

— 1

DISTRIBUTION BY PRINCIPAL COMMODITIES OF TOTAL TRAFFIC
THROUGH CANADIAN AND AMERICAN CANALS AT
SAULT STE.MARIE. NAVIGATION SEASON 1813

LIRON ORE. ..
2. GRAIN & FLOUR
3. LUMBER.
4. CEL MTHCBE.
v &, COPPER OREoreees o
6. MISCELLANEOUS.

.
- 1. COAL.
FleS Y- 2. CONL MUHORE.
: 3. MANUFACTURED [RON.
- . &S,
FIc.6 ;5, : 3. MISCELLANEOUS.

A e e

according to the commodities carricd. The figures for the season of navigation of
1913 are as follows:—*

1 Appendlx, Table 17, p. 102, Statlstics, 1911-14.
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Eattbound— Tons. Tercent.
Tross OF&.. oo ss so oo o e s 48,016,937 §1°20
Gralns, including flour. e 9,682,792 16:26
LAUMDET . av v ss o0 918,697 1'65
General merchandise.. 403,068 69
CODPET.. ov oo +o oo oo an &n ne as as wn or Bt £5,378 ‘14
Building stone, sand, plg-lron, €tc.. .. we eo o0 28,941 ‘04

TOAY. . oo os an sn eu se me en we oo oww 59,205,833

——— .

Westbound—

COAar oe oo oe e e e ee e e e en e e 18,622,938 904
General merchandige. .. .. .« .o oo s e oo 1,367,792 666
Manufactured fron.. .. o oo se ee ee e e e 360,152 185
SAlLe o2 o0 ao av s sn sa se o weoan e 108,497 *53
MISCELIANEOUS. s vu sa ox oo nv oo so se se sv e 32,612 ‘1%
e
POtAY. . we ve so so ae sy ee weown e ww 20,512,491

Tron ore constitutes 81.20 per cent of thé total combined eastbound traffic of both
countries, while 'eonl constitutes 90-84 per cent of the combined westbound traffic.
‘ho combined eastbound shipments of gi.in and flour rank third in total quantity,
but the iron ore traffic is nearly five times as great a5 the grain and flour traffic, and
the coal traffic is almost twice as great. Other classes of commoditics, however valu-
able they may be in themselves, are alnrost insignificant when quantities are compared.
Tt may almost be said that traffic.in the lake Superior trade consists of iron ore in one
direction and coal in the other direction, with ocrasional loads of grain and flou¥ and
a little miscellaneous cargo. Both the iron ore and the coal are United States products,
and most of the iron ore is carried to leke Erie ports as being nearest to points of
consumption, while the coal is shipped from the same porte as being most convenient
to points of production. These facts account for the enormous vesse tonnage in the
lake Superior trade, for the fact that theshipping i," so largely of United States
vegister, and for the fact that 8348 per cent of all the traffic passing through the Sanlt
Ste. Marie canals is in the trade with lake Erie.
. From.the standpoint of the proposed Georgian Bay eanal-it will be important 10

_ teadé might be diverted to the new route or might be beneficinlly affected by the new
——ssnte-to the national advantage of.Canada, and in"the second place, what increase in
trafSe is likely to occur in the future in each of the prineipal classes of commodities;
or to what extent the new route might facilitate such increase by rendering new -
markets available or decreasing the cost to présent markets.
1£ nearly all the iron ore shipped in 1913 (fig. 1, No. 1) wae destined to indus-
trial plants within the distributing areas controlled by Chicago, Gary, and the lake
Erie ports, then that portion of the traffic could not have been diverted to a Georgian
Bay canal. Most of the lumber (fig. 1, No. 8) was United States coasting traffic,
and in any case would not likely have moved down the Ottawa valley in competition
_ with the lumber of that district. The copper, ore (fig. 1, No. 8), like the jron ore, was
dostined to industrial plants out of the competitive range of the proposed canal; and
the miscellaneous traffic (fig. 1, No. 8) was largely building stone and sand, and,
therefore, strictly local in character. If, after careful {nvestigation, it should be
decided that the traffic that existed in 1018 in the above classes of goods could not
heve been diverted, then there would be left for further consideration the classes
consisting of grain and flour and general merchandise (fig. 1, Noa. & snd 4). The
. quantities represented by these two classes would compare with the total traffic as
fig. 2 with fig. 1. The chaded portions of fig. ¢ (grain and flovr, 3,543,134 tons; gen-
eral merchandise, 359,283 tons) represent the United States coasting traffe In thece
two classes, with this exception that grain grown in Canada but shipped from Duluth-
Superior is in this case not included as United States traffie. The spring wheat grown

determine, in the first place, what proportion of the existing trafic in the lake Superior—— —— 3
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in the United States and shippel from Duluth-Superior is, unless with erops of more
than average size, nearly all milled in the United States, littlo being exported to
Europe in the form of wheat. The surplus of winter wheat shipped from Chicago is
thus rather more open to the competition of Canadian routes than is the wheat shipped
from Duluth-Superior. If, now, it be desired to compare the balance of the traffic
not subject to theso doubts or limitations with the total traffie, fig. 8 (grain and flour
8,039,658 tons; general merchandise, 44,785 tons), in which the shaded portions of
" fig. 2 are left out, may bo compared with fig. 1. - ‘ T
Tredting woestbound traffic in the same way, it is ¢lear that the coal shipped in
1913 (fig. 4, No. 1), being Pennsylvania coal, would not have used a Georgian Bay
canal. The salt (fig. 4, No. 1), in o far at least a3 it wae Canadian traffic, was prob-
ably shipped from the Windsor Jistrict; and the miscellaneous (fig. 4, No. 5) was in
any case unimportant. The balance of the traffic consisted of general merchandise
apd manufactured iron as in fig. 5, of which the shaded portions. (general merchan-
dise, 834932 tons; manufactured iron, 263,313 tons) were Unitel States coasting
traffie. With the shaded portions left out, the comparative quantities (general mer-
chandise, 632,860 tons; manufactured iron, 116,809 tonis) would appéar as in fig. 6.
This treatment is, of course, merely suggestive, and the relative quantities in
the shaded and unshaded portions of figs. 2 and 5 are, with the details now available,’
only very rough approximations. By the careful application of some such method it
should, however, be possible to arrive at reasonably accurate quantities of each class
of commodities that should appear in figs. 8 and 6; that is, it should be possible, in
respect to the traffic of any particular year, to segregate the quantities and classes of.
freight for which a Georgian Bay canal, if in existence, might have been able to
compete. After cxcluding traffic necessatly controlled by United States routes, there
shonld, in the second place, be excluded such traffic as would necessarily be controlled
by the present Canadian lake-and-rail routes, and the water route by lake Erie and
lake Ontario, because such traffic originated at or was destined to points which could
not be conveniently reached by the Georgian Bay Canal route. What would be left
after this second exclusion would be the traffic that could be competed for by the |
- -Gigorgian~ Bay Canal-ronte-as-azainst-the existing-Canadian.toutes, and in the case K
of export or import traffic, as against the competition also_of certain United States
routes and of the route through the west coast around by the Panama canal, and of -

T {hat by way of Hidson bay. A consensus of opinion-might-even -be reached-as to-the-—— —

proportion of this competitive balance which might fall to the Georgian Bay canal,*
and as to the extent to which such canal might affect the freight rates and facilities
on the other routes. ’
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TRAFFIC TO AND FROM LAKE MICHIGAN.

-.ake Michigan carries a large traffic that does not in its course pass through the
Sault Ste. Marie canals, and has not therefore entered into the statistics just oxam-
ined. A fow general facts may Lere be presented to indicate broadly the character
of this trafie and the routes by which it moves. The traffic of the port of Chicago
forms the greater part of the traffic of lake Michigan, and may be taken as repre-
sentative.! :

In the season of 1913 the total traffic of the port of Chicago, in and out, amounted
to 12,605,201 freight tons. Yor comparison with lake Superior ports it may be stated

that in that year the port of Duluth-Superior had a ireight tonnage of 46,875,410 tons, .

ond Fort William-Port Arthur a little over 12,000,000 tons. The principal commodi-
ties roceived at and shipped from Chicago were:i— ’

Received— " short Tons.
FION OT@ee oo ss »v oo oo o0 S TR 5,583,881
Coalos oo an oe o reose e . [ A . 2,018,619
Merchandise, unclassified.. .. 1,526,000

Shipped— . R
Grain, flour and mill StUMS.c. o we ce en e mr 00 ve ee es ae 1,906,407

Ol oo vo cn s mrose we e oromrosewr ettt 11,034,898

he balance of 1,570,303 tons consisted of receipts of grain, lumber, salt, sugar,

classified articles. The ratio of total freight tons received to total freight tons
shipped was about 4 to 1. The iron ore was from lake Superior and from Escanaba

or other lake Michigan ports. In the trade between lake atichigan and eastern lake,
districts the bulk commodities were grain eastbound and coal westbound, with some

general cargo in both directions. In this trade more tons moved westbound to
Chicago than eastbound from Chicago, but if an accurate analysis could be made the
difference in the total might be found comparatively small. Traffic, however, was less
"'"-*~>~~even!yfdistributcd,tbrounhout the season than in the Inke Superior trade, the arrivals

‘. following the same curye downward. : )
f TT T Chicago has traffic with Canadian ports in grain eastbound and package-freight

manufactured iron, ete,, and shipments of merchandise, manufactured {ron, and other -

and departures of vessels curving upward to a peak"iﬁ"July‘anAugust;—and then—. !

in both dircctions. In 1013, Chicago shipped grain and Hour 1o Canadian ports 13
follows:—* : .
LAke Shipments to Canedian Ports, 1913.

From Chicago to

Depot- Hurbour
CMidland L. e e e e . . 520,
Pin.. caes cone oo . AR . ; 189,000
Collingwood..... <. P .
Port Colbourne. .
Kingetor ...
Frescott ..
Montreal ..
Other Carad

i

1 Annual Report of Chlcage Board of Trade.
. 2 Appendix, Table 21, p. 108, ‘Statistics, 1911-14,
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The greater part of these shipments merely passed through Canada’in “transit to
the Eastern States; a part was exported from Canadian ocean ports; and a small
balance, particularly of corn, was retained in Canada for consumption. It is an.
interesting fact that Canadian lake-and-rail lines compete direetly with United States
lake-and-rail lines for traffic between the Eastern States and the North Ceutral and
Westera States. Nanadian ports on Georgian bay thus under certain conditions
compéte with Buffalo; even although some of the traffic may be carried by rail across

" the border at Niagara Falls. Other portions of this in transit traffic cross the

border at such points at Prescott and points on the railway lines south of Montreal.
Of the above totals of grain the following amounts sre reported as in transit ship-
ments which passed back again into the United States:—? .

In Transit Shipments, 1913—

FIOU .. v es o0 vr va ov on 60 s o0 o0 oa se os ..brl 16,367
Wheat.. oo o0 oo oo v aa aa e bush, £9,500
COTR.t vt as ve e o ao wo su s . " $,573,538
Oats,. .o «o v w0 vn e ea 3,076,636

Of the shipments from Chicago to Canadian lake ports which were destined for
e vort through Canadian ocean ports the principal item was wheat, 2,375,724 bushels,
an amount corresponding with the shipnients to Port Colborne and to Montreal. In
certain years the shipments of grain from Chicago for export through Canadian
ocean ports are very much larger than they were in 1013. Reduced. to tons the total
grain and flour shipped from Chicago to Canadian ports amounted in 1013 to 409,218
Packsge freight moves in both directions through Canadian lake ports in transit
between Chicago and the castern states and between Chicago and Europe, but the
total is not large in tons.

From the statistics of the arrivals and departures of vessels engag:d in foreign
trade, it is evident that Chicago ships much more to Canadian ports than it receives
from Canadian ports; and further that these shipments are hearvier in certain months
than in others. o

B " Vessets in Foreign deq;Chicago District.®

_ Avrivaly, 1. Clearances.
Mosth, —_— — ===
No. Tonnage. No. Tonnage.
T 13 23,619
22,072 13 22,344
31,064 23 88,842
24,693 M 49,137
3 14 66,655
23,542 44 85,635
31,889 38 77,039
34,157 44 161,496
20,008 4 18,237
235,710 87 243,624

» Chicago District comprises Chicago, Michigan City, Waukegan, Gary and Indians
Harbour, . -

The clearances for Canadian ports weére about 1% times the arrivals from Cana-
dian ports, and the aggregato registered tonnage clearing was almost 2} times

.

. 3 Appendix, Table 22, p. 107, Statistics, 1509-14,
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GRAM SHIPMENTS FROM CHICAGO BY RAIL AND BY LAKE.

Fi6.1 YEARLY TOTALS OF ALL GRAINS 1900 TO 1813
FIG.2 WEEKLY SHIPMENTS OF WHEAT ALONE 1912 AND 913.
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the tonnage arriving. The vessels arriving averaged about 1,600 tons net register,
atid if wo assume that these same vessels eleared again for Canade, then the additional

vessels loaded for Canadian ports aversged. about.3,000 tons -net register. ~Bulk ——
freighters were added to carry the grain, while the regular package freight business
was done by the smaller boats. The bulk-freighters did not load back from Canadian
ports to Chicago. .. . . -

While the Canadian lake-and-Tail lines are copipotitors with the United States
lake-and-rail lines for Chicago business, the all-rail lines nre the ctrongest competi-
tors of all. As compared with the quantities of grain shipped by rail from Chicago,
the shipments by lake have shown a marked relative decline in the past ten years. It
would appear that the railways now do the regular grain trafic business and the Jake
carries the peak of the load. ‘

In diugram 7, two figures are presented in illustration of this development. Fig.
1 shows the total movement from Chicago of all grains for fourteen years, divided
into rail shipments and lake shipments, tho former with a marked tendency to
inerease, and the latter with a tendency to decline, unmtil in 1018 about 3} times
as wuch was shipped in all directions by rail us was shipped by lake. In figure 2 the
shipiaents of wheat by the castbound rail lines, alone, are compared for the years

. 1912 and 1913 with the shipments of wheat by lake. Most of the wheat shipped east-
bound by rail was destined to points that could be reached also by the lake-and-rail
lines, and the traffic in this figure is therefore largely compefitive traffie. It will be
noted that the eastbound rail lines do a fairly steady buginess every week in the year, -
while the lake shipments are crowded into a few wecks from the end of July to the
middle of September. Tho lake in those years was extensively used for only about
one-third of the navigation season. It may not be without significance that the peak
of the Jake wheat load from Chicago corresponds with the slack period in grain ship-
ments from Fort Willism and Port Arthur. In 1913 the eastbound rail lines from
Chicago carried 27,933,000 bushels of wheat, while the lake carried only 16,173,690 .
bushels; in 1012, shipments by lake were a little Jarger than shipments by rail, the
quantities being: rail, 16,680,800 bushels; and lake, 17,623,384 bushels,

In every class of goods received and shipped by Chicsgo, even coal, and with the
one apparent exception of salt, the rail lines have succeeded in securing the larger
share of the traftic. By lake Chicago received 1,212,687 barrels of salt in 1913, and
by rail, 950,058 barrels. . .

What proportion of the traffic now passing betwween Chicago and Ca adian ports
1might be diverted to a new route such as the proposed Georgian Bay cenall What are
the possibi'ities of increasing the trade between lake Michigan and Canadian ports{
On what basis should the value to Canada of the diversion of the merely in transit
traffic be measured? Canada at present supplics no return bulk traffic for lake Michi-
gan, coal westbound now dominating the lake Michigan trade. How could the proposed
new route establish a competitive load factort R

Freight trafic in the lake Superior and the lake Michigan t-ades’ constitutes
nearly all the present waterborne trafie which might be affected by the building of a
Georgian Bay canal. There is, in additisn, a certain amount of traffic to and from
ports on Georgian bay and lake Huron and the town of Sault Ste. Marie which might
be competed for by he proposed new canal, but in the total this traffie is 1ot large.
The immediate purpose of this section of the present report is met by the setting
forth of e main features of theexisting traffic by water: -

Other interesting and important aspocts of the problem remain for future exam-
ination. From the traffic returns of the Welland and St. Y.awrence canals a great -
deal of information can be gathered as to the nature and distribution- of the traffic
now using the eastorn section of the existing water route.. There is local traffie on
this part of the route as well as through trafic. To what extent has the local trafic ¢
developed? Railways across southern Ontario compete directly with this ‘water route
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. as they woull with a

ability of the railways to secure traffic under such competitive conditionst “What
‘ehanges fiay Teasonably be cxpected from the completion of the new Welland canall”
Whst iz the theoretical traffic capacity of the present St. Lawrence canalsl. Ilow .
ghould-vosts by the Welland and St. Lawrence canals compare with costs from Buffalo ~
to New York by the now Erie canal and costs by the St. Lawrence canals with costs,
by canal, from Oswego to New York? ,
Before attempting a study of these matters of detail, relating particularly to the
mechanical ability of the railways and of other canals to compete with the proposed
Georgian Bay canal, the. general treatment of the subject wiil be continued,—first,
by raising the question of the probable developnient of tratic in the future; and gecond,
by following the present export traftic after it leaves the Qreat Lakes waterway to see
under what general conditions it becomes part of the great traffic of the ocean.
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FUTURE DEVELOPMENT OF TRAFFIC,

1t is not possible to rest the case for the Georgian Bay canal after arguing alone
on the traffic canditions of the present. In the year 1918 was found the greatest
volume of traffic between the East and the West in North America which has yet been

* recorded. If it should seem that Canada, bad the Georgian Bay been then completed,
might have derived from the traffic of that year an additional benefit commensurate
with the cost of the canal, then an effective argument for immediate "construction
coutd be offered.  Nevertheless, it would still be wise to consider the general causes
and tendencies that affect the development of traffie. If, on the other hand, Canada’s
probable ahare of the traffic of 1913 might not seem to warrant a further large national
investment, it would bo necessary to inquire whether there might not bo reasonable
expectation that trafic would soincrease year by year that the investment would
soon become profitable, and would accordingly be a sound business proposition.

With respect to each class of goods transported in 1913, there should, therefore,

" be sn inquiry with a view to determining the possibilities; first of the maintenance
of the pregent volume of traffie, and second, of the increage of this volume and parti-
eularly of such inerease as might come within the competitive influence of a Georgian
Bay eanal, Taking, for example, iron ore and copper ore eastbound, the probabilitics
of the continued shipment of the present immense tonnage should be considered,
because if this traffic were greatly reduced, oither by failure of the supplies of raw
material - or by the opening up of more favourable sources of supply_ for_eastern
industrial plants, or were diverted by the establishment of a centre for the iron indus-
try at some point further west, then the whole economie structure of lake traffic would
be altered. If, again, new markets for this iron and copper ore could be opened up,
because of the construction of a new deep waterway to the sea or, at least,.in such
districts as would rende: a Georgian Bay canal a competitive route, then this ore
traffc would become a factor in deciding the economic feasibility of the propoced

- canal, and it would remain only to set a value in national advantage on the passage
of such trafic through Canadian channels.

The problem of coal traffic is perhaps even more important. If any large section
west of lake Superior is likely to continue dependent upon supplies of eastern coal,
and if the Pennsylvania coal fields can control that market, then lake Erie must
retain a strong attraction for shipping. If, on- the other hand, it should appear
prssible to develop a new source of coal supply for the west, such as the Nova Scotia
fielMs, for example, then Canadian routes might supply bulk trafic westbound and
greatly improve their competitive position. The traffic in general merchandise and
manufactured articles may be expected to increase in some relation to the increase in

" population. It should also be inquired whether certain clusses of goods not now
shipped by the lakes, such as meats, provisions, and packing-house products, of which
Chicago alone ships eastbound by rail over one million tons per year and some of it to
Montreal for export, might not under practicable conditions be made to contribute
tonnsge to the new water route.

_Wheat_and Flour.—Because the movement of grain and flour is to-day Canada’s
greatest traffic problem, and because these products form so large a part of the total ~
freight now apparently open to the competitive influence of a Georgien Bay canal, it
may be well first to study the possibilities of this traflic in some detail. For the sake of
simplicity of treatment, the present study will be confined to wheat, or wheat and flour
alone. Any principls discovered or methods evolved can then be applied to other
grains,

e s A
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ten, or twenty years honcel -Wha' general conditions will set the limits to the produc-
tion and shipment of wheat! . What propottion of the total wheat trafic will be
destined to distriots or countries that could bo reached on favourabls turms by a route
through a Georgian Bay canalt o i

To give an estimate of the quantity’of wheat there might be for shipment from

western Cauila in any fulurs’year is to make a guess, Wil it be 500,000,000 bushelst

- Wil it %e°1,000,000,000 bustelst Or will it not bo any greater in ten or twenty years
than it was in 19181 It will depend upon conditions, - Some of these conditions may
already be recognizable. 1if a Jarge wheat trafifo should be deémed necessery in order
to make a new canal économically feasible, it is clearly desirable to select such deter-
mining conditions a9 cen-be agreed upon ‘and apply them as tests to the guessea that
may be made. ) o

One general determining condition will be the number of acres of land {n western
Canada capable of gowing wheat; but as there is more of such land than can, by any
stretch of probability, be turned to aocount within & generation or two, this condition
will not impose any practical limitations. Good wheat land need not grow wheat; it
may be used for other crops, or it may continue to grow prairie grasses. - }

A second genorsl condition will be the extent of the world’s demand for wheat,
and the prics it is prepared to pay for it. Assuming an abundance of good land and
labour enough to cultivate it, the limitation upon the quantity of wheat actually raised
will probably be found in market conditions. What markets could be reached by way
of a Georgian Bay canali’ What will be the demand of these markets, and what will
be the tendencies affecting pricet !

From the standpoint of a Georgian Bay cana), the Orient msy be excluded from
the fiarkets to bo considered.-because what wheat and_flour western Canada may ship
to the Orient will undoubtedly go out by the west coast. : If the United States ehould
cease to produce enough wheat for its own needs, only a portion of s h western Cana-
dian wheat as might be purchased by the New England etates would take the long
castern route to Montreal before crossing the border. On this continent a Georgian

"~ Bay canal could compete for shipments to the markets of castern Ontario, Quebee, the
Maritime Provinces, and the New England states; but these markets, whilo valuable,
would not call for the creation of new transportation facilitiee. The important
‘market, obviously, is Europe. In the past, out of every 7 bushels of wheat and
flour shipped by all exporting countries, Europe has absorbed & little over 8 bushels.
Jt is the only great market: for breadstuffs, and in shipments to this markd from
wostern Canada a Georgian Bay canal might prove a compatitive factor, -

1f the European market for wheat and flour is thus likely to prove one of the con-
ditions mainly determining such future shipments of wheat as are of concern to the
problem of a Georgian Bey canal, then the probable capacity and the probable methods
and prices of this market should be applied as tests to the estimates of such shipmer.ts.
Before attempting to forecast future conditions in the Européan market, it will ' be
desirable to understand the present conditions. For this purpose the answers to four
questions, at least, should be clearly worked out:—

1) How. much imported wheat and flour does Europe now buy? )
-(9) How docs Europe now buy this wheat and flour, that is, how aro its pur-
chases distributed throughout the year! .

" TTT(8) Where doe E\Tﬁpe’novrbnrthitwheakwdﬁouﬂ e

_(4) What price tendencies are now observable in connection with the
European markett ’ - ’

 Shipments fo Europé~-Diagram 8 graphically presents the answers to questions
1 and 2, and illustrates certain other interesting points as well. The answer to question
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of the weekly shipments of wheat and flour (included at its equivalent in bushels of
wheat) have been taken for the years 1905 to 1918, inclusive. The actual shipments
in the first week in esch of the above nine yoars have been added together and divided
by nine to arrive at the average first week’s shipments during that period, and so with
each of the other weeke of the year. The drawings thus contain fifty-two cxlumns,
and represent the average movement of wheat and flour in each week of the year for
pine years.! . - ’

The quantities of wheat and flour shipped by exporting countries are the quanti-
ties which are received by importing countrics. These disgrams may, therefore, be
looked at from the point of view either of exports or of imports, The definite dates
given are the dates of shipment from the countries possessing surpluges, but the quan-
titics represent the needs and the purchases of importing countries more truly than
they do the surpluzes of exporting countries.

In diagram 8, fig. 1, taken as a whole, can be scen the average quantities of wheat
and flour shipped from all exporting countries in the world to all importing. countries
in the world, while from the base to the superimposed white line can be found the
quantities shipped weekly to Europe from all exporting countries. . The importing
world purchased on the average in the above period 562,184,000 bushels of wheat and
flour per year, of which the importing countrics of Europe took 484,104,000 bushels,
or 86.11 per cent. -

These laiter figures, therefore, represent the capaeity, before the war, of the Euro-
pean ‘market for imported wheat and flour. It is interesting to note that during the
first year of the war, or from August 1, 1014, to July 31, 1015, there was shipped to
Furopean countries, 477.344,000 bushels of wheat and flour, or a little less than the

_ average.of the previons deende. the increased: purchases of some countrics being offset

1y the partial embargo on imports by Germany and Austria.

The wheat grown in the world between 1905 and 1913 averaged about 3,400,000,000
bushels per year, so that only about 16 per cent entered into international commerce.
Europe, as & whole, grew four times as much as it imported, and even the countries
of Europe showing net imports grew twice as much as they imported. The following
table gives the production of wheat and the net imports of wheat and flour of the
principal importing countries of Europe for a representative year, 1912 :—

-

Wheatand Flour
- net imyporta

Country. - - - Year. | Wheat Crop, during
- subsequent 12

months.

Bushels, Bashels,

Austria Hungary ooivivivenennns crin s ienis ciiieen oo 1912 254,240,000 | 50,
Pegium. ... ol s e . veeeern] 1912 15,280,000 50,184,000
Dentark ... .. 1.0 W | 2 3,760,000 17,527,000
France .. ; 192 333,600,000 14,952,000

Gennany. 1912 160,240,000 608,
| Sme DA

taly 72,602
Norw! 1912 - 812,000 3,600,000
i 1912 5,600,000 4,000,000
......................... 1912 112,000,000 2,936,000
L Sweden L LI 1912 7,808,000 9,002,000
y F N . preese weeenenif 1012 8,176,000 21,904,000

— = -~ -Fpited Kingdom o v s e s L101012 157,400,000 Z3R006,000_ .. _

Totals... cooevinnnnnn. Theaees s e eereraaees 1,123,616,000 513,896,000

1 Appendix, Table 28, p. 108, Statistics.
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Figs. 2 and 3 in diagram 8 show the division of European imports into quantities

importcd-by-the-United-Kingdom-and -quantities imported-by-the conti

of Europe. The United Kingdom is the largest single importing market in the world,
and during the period under review it imported 217,424,000 bushels of wheat and
flour per year, or 44.91 per cent of the total imports of Europe. :

Coming now to tho question of the distribution throughout the year of European
importations of wheat aund flour, it is manifest from the diagram that there isa ten-
dency towards evenness of distribution. “Breadstuffs are consumed day by day through-
out the year in approximately the same quantities, and the fundamental demand,
therefore, tends to be steady. For some reasons the importing: world has not con-
sidered it practioable or profitable to iniport in one or two brief periods u tatal year's
requirements of wheat and flour, perhaps partly because to unnocessarily store
imported grain in Europs would be to unnecessarily pay interest on a sum equal to
all costs, charges and interiaediate profits involved in the transfer of the grain to
Europe, wheress grain can le stored at the point of production for the interest on
farm costs alone; partly becauso the consequent congestion of traffic would throw an
{ll-balanced load on the world’s transportation systems, and make freight costs too
high; and partly because such a load would be as difficult to finance as to transport.

1£ the world’s shipments had been absolutely even, the weekly quantity would have
been 10,811,000 bushels. The smalleat week's average shipments, 8,040,000 bushels in
the week of July 16, was only 21.5 per cent below this general average; and the greatest
week’s shipments, 13,136,000 bushels in the week of October 2, was only 25.43 per cent
above the general average. As the contingencies are innumerable, this is not, after
all, a very great divergence from the straight line. When longer periods than a woek
ore considered, the relative differences become smaller. The following are the totals

when the yesr i divided into quartert and halves:— -

Average World's Shipizents, 1905-13, Total 563,184,600 buihels— T
1st quarter year. .. .. .. 135,224,000 : (bush.)
2nd w7 UL 142048000 18t hal year.. .. .. 277,212,000
trd w0l 181,762,000
tth oo DIDIDUD 1swa0000  mma v L. L. .. 284912000

Average Shipments to ex-Europ:an Countries, 1805-13, Total 78,080,000 buahels—
18t quarter year. .. .. .. 19,368,007 - {bush.)
2nd v L. . 14,324,000 1st half year,, .. .. 38,593,000
3rd » . o 13,538,000
4th . ‘e 20,960,000 2nd ” e we se 39,483,000

Average Shipments to Europe, 1905-13, Total 484,104,000 bulhel.—;
15t quarter year. .. .. .. 115.886,000 R {bush.)
nd . . vo 133,824,000 1st half year.. .. .. 238,680,000

ara L T T X114 :
4th [ v ee oo es 132,200,000 2nd " ce e os V45,424,000
Average Shipments to Great Britaln, 1805-18, Total 217,424,000 bushels—

18t quarter year, .. .. .. 59,040,000 - {bush.)
2nd “ .

54,392,000 15t half year.. .. .. 113,432,000

3rd " .. 49,672,000

4th . . .- 54,320,000 2nd " ve o es 103,992,000
Average Shipments to Continent of Europe, 1905-13, Total "269.610.000 bushels—

18t quarter year, .. ., ;. 57,338,000 o (bush.)

2nd . e ee ee oo 88,668,000 1st half year., .. .. 125,896,000

3rd T L aeeeee 85,162,000 . :

4th - “es ee e 18,568,000 3nd “ er ee ee 143,720,000

in the diagram.. Shipments to ex-European countries were remarkably regular.
Shipments to the continental countries of Europe temporarily declined about the time
the new European crop was ready for the market, and the average was adjusted a
little later by exceptionally heavy purchsses from the new crop of the exporting coun-

These. figures confirm -the substantial_evenness of distribution_visibla to the eye
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tries of the northern hemisphere. This causes the irregularity in the diagram that is
most noticcable. The United Kingdom purchases most heavily in the first quarter

of the year, and the continent in the last quarter.

Sources of Supply—Diagram 9 sets forth the average weekly contributions of
wheat and flour from the chief exporting countries to the totals which have just been
considered.t In most caees the statistics used in this diagram represents shipments to
a)l countries, but the shipments from India and from the Argentine are shipments to
Europe alone. As the shipments to ex-European countries are so even week by week,
it may for all practical purposes be said that this disgram shows how each of the
principal grain exporting countries sends supplies to Europe, that is, how Europe
buys from each of these countries. )

Beginning at the bottom of the dingram with Australia (fig. 6), it will be noted
that shipments are heaviest in the first three montha of the year, immediately follow-
ir , the Australian harvest, but that  steady export of a moderate quantity is main-
tained throughout the year.

The Argentine (fig. 5), where the harvest is a little later than in Australia, ships
a very large proportion of its whole surplus in February, March, and April, the ship-
ments dwindling off towards the end of the year.

Tndia (fig. 4) ships more heavily in the middle of the year, also just after its
harvest, but holds over a fair proportion of its surplus for regular export during the
balance of the year.

The Balkan States (fig. 3) ship heavily, but on the whole regularly, during the
Jast four months of the year; but hold over a substantial quantity for shipment dur-
ing the next spring and summer. \ -

_ Russia (fig. 2) also ships heavily after its harvest, but holds over a large propor-
tion until the new year. During January, February, and March, certain Russian
ports are closed by ‘ice, but nevertheless a substantial and regular export takes place.
When navigation is re-opened the volume of export increases, but regularity tends to
be preserved. Considering élimatic conditions, the export of the Russian surplus
would appear to have an-exceptionally well-regulated distribution throughout the xear.

The United States and Canada (fig. 1) -are treated together in éommercial
stat.stice. From the two countries combined the heavy shipments begin in August
and extend on into the following January. In May a sharp peak is found following
the opening of navigation on the Great Lakes and the marketing of “ May” wheat.
The sharpness of this May peak is in contrast with the broader movement which
follows the opening of navigation in Russia. A considerable proportion of this May
peak consists of Canadian wheat, which also is largely represented in the shipments
during Octcber, November, and December. The exports from the United States,
during cortain years before the Canadian exportable surplus becamo large, have been
examined, and it would appear that in gome years at least there was a greater regu-
larity of shipment than was found on the average between 1905-and 1913.

1f diagram 9 be now examined in relation to diagram 8 it will be scen that the
importing world buys relatively heavily as soon as new crops are threshed, when wheat
“is intrinsically cheapest ar there is the greatest pressure to gell. Taking the ship-
ments to the United Kingdom for special examination, it will be noted that the first
bulge in these shipments ¢orresponds with the new crop marketings of Australia and
the Argentine; that the second bulge corresponds with the marketing of May wheat
in Canada and the Tnited States and with the re-opening of navigation in Russia;
that thero is a small bulge corresponding with the marketing of the early winter wheat
in the United States and in the Balkan states; and-that the final bulge correzponds
with the spring wheat marketing of the United States, Canada, and Russia; It is at
these periods the United Kingdom buys a little more than its average consumption

1 Appendix, Table 24, p. 109, Statistics.
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requirements, probably because it has been found profitable to do 2o, but it bn'ys in
sny period only a little more than it requires for consumption, the only storage neces-
o ——sary-being-such sa8.-would.carry.over the surplus for a few weeks.

1f the law of the consuming market Bo evenness of distribution throughout the—
year, then it is clear that this.law muat be recognized by producing countries and
must determine to a large extent the volume of production, the methods of marketing
and of transportation, and the system of finance of the country which aims to supply
any large proportion of the European demand. Any estimate of Canada’s probable
shipments of wheat and flour to Etirope in the future should be tested by the general
conditjons in Europe and in cther producing countries which are, suggested by the
facts illustrated in these two diagrams. )

Thaceay Yo. 10.

" NONTHLY RECE[PTS OF WHEAT .~~~
TERMINAL ELEVATORS, FT. WILLIAM & PORT ARTHUR.
Jan.i909 te Aug 1814, inclusve.
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Tendencies Affecting Price~Prosumably wheat will not be grown, and, therefore,
will not be shipped, unless the price is re?sonubly, catisfactory to'the producers. The
existence of adequate transportation facilities at moderate cost may tend to improve
the net return to the producers, but will not necessarily make this net-price sufficient,
under all conditions, to justify the production of wheat rather than some other pro-
duct. No estimate of the volume of future trafiic in any article should be accepted
until present price tendencies are examined and the probsble effects on price of the
new :ssumed volume and of the new conditions proposed to bo created have been
studied. - . - : )
~ What has been the relationship between Canadian wheat quantities and prices,
and what tendencies, if any, have developed in connection with Canadian methods of
marketing? As it is only in recent years that the Canadian surplus has been large
enough to be an appreciable factor in international trade, this inguiry may be con--
fined to the period from the beginning of 1809 to the end of the crop year 1013-14.

The primary markets of the world aro those most directly in touch with, and there.
: fore of most immediate importance to, the world’s producers; and it is by the selling
i - 19b—4} -
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pressure in primary markets exerted against the buying pressure from ultimate con-

sumers that the course of prices is chiefly determined, although this course may be
———modificd-by-many intermediate-ageneies, . -

Canada’s great primary market-place for wheat js the terminal elevators at
Fort William and Port Arthur. It is there Western Canadian wheat is offered to
exporters and to the Eastern Canadian trade. Prices quotcd on the Winnipeg Grain
Exchange are prices “in store Fort William-Port, Arthur”’ The official records' of
the receipts from the interior at these terminal elevators, month by month, show the
manuer in which Western Canada places its wheat on this market.

In diagram 10 these monthly receipts are shown from January, 1909, to August,
10142 The outstanding feature uf these receipts is the extreme peak developed in the

1ast quarter of the year. A smaller peak in the month of May has also become clearly -

Diacray No. 11,

WHEAT }N STORE

Al
TERMINAL ELEVATORS. FI. WILLIAM & PORT ARTHUR,
showing Maximum Ameunt in each Month,
Jan.1909 te Aug.1914. inclusive.
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~ defined. It is obvious that Western Canada’s method of marketing is to sharply thruat
forward, immediately after the harvest, the greater part of ita surplus, reserving some-
thing for a second thrust about the following May. This marketing in extreme peaks
is not the accident of one or two years, but evidently the settled practice, becoming
more definite year by year as the surplus has inercased in volume. - T
Purchasers tako wheat from the clevators every month in the year for shipment
. eastward by lake or by rail, although rail shipments are small by comparison. A3
shipments month by month do not strietly correspond with receipts, there is a varying

... —amount always in store in the clevators, Diagram 11 represents the maximum amount

of wheat in store in the Fort William and Port Arthur elevators in each month,
according to the official weekly reports3 The outstanding featurp of this diagram-iz
the accumulation of wheat in the elevators during the period in which navigation i3
closed, that is, between December and April, in which latter month the peak of the
year’s storage load tends to bo found.

The difficulties, or higher casts, of transportation in the winter time may influence
some on thus holding over wheat; others may wait in the general hope of higher prices;
while the very large private and country elevator interests buy wheat for the purpose

1 Annual Reports of Winnipeg Grain Tixchange.
2 Appendly, Table 25, p. 110, Statlstics, 1909-15,
8 Appendix, Table 26, p. 112, Statistics, 1909-15.
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of carrying it over the winter to ensure earnings on their investments in elevators.
What the elevator companies bny they immediately sell again for.delivery in some
{future month, because they desire only & safe investment showing & margin equal to

to borrow against their holdinga have “ hedged,” that {s, entered into a definite con-
tract for delivery in come future month. Most of these future contracts are for May
delivery. The result, therefore, is that, partly because of the cldse of navigation on
the lakes, but largely because of the t-ading, handling, and financing systems that
have developed, a decided market peak accumulates for the month of May, whieh peak
consists of the amount in store in the terminals in April plus the receipts from the
interior in May. The second and greater peak of the year consists of the receipts
during September, Octcber, Novémber, and December. It is therefore at these two
periods of the year, Western Canada offers important volumes of wheat to the world’s .
consumers. .

What, now, is the relation between these Canadian market peaks ‘and wheat
pricest If diagram 8 be again referred to, it will bo perfectly clear that we are hete
dealing with a method of marketing which is not at all in accordsnce with the general
law of consumption demand. The wheat prices used for this inquiry will be the prices
of contract grade wheat at Liverpool, and the prices of cash No. 1 Northern wheat on
the Winnipeg Grain Exchange. These latter prices, as explained, are the prices of
wheat in store in the terminal elevators at Fort William and Port Arthur, that is, the
cash prices, on the spot, of the very quantities under consideration. Liverpool prices
aro selected because Liverpool is, more nearly than any other, a world. market, and
because in any cago the United Kingdom was the purchaser, durjng the period(:uuder
review, of over 91 per cent of all the Canadian wheat exported, and therefore the con-
ditions at a representative market of the Unifted Kingdom are the conditions to which -
the Canadian surplus actually stood in chief relationship. In the Liverpool market
for contract grade wheat the importer can sell under the form of a “future delivery
contract,” the wheat he has just contracted by cable to buy from tha Canadian
exporter, and which wheat may at the moment still be in the terminal elevatore at Fort

- William and Port Arthur, where its local market value is tho Winnipeg cash price.
The two sets of prices selected are therefore more pearly corresponding prices than
any others that-could be taken. .

Before actually comparing quantities and prices, ons or two pointe should be noted
in connection with the demand in the United Kingdom for imported wheat. The
United Kingdom is the lesding jmporting market for higher grade wheat, and this.
not only because of the ‘very large quantities of wheat required, but also because the
merits'of hard wheat are perhaps more generally recognized 3n the United Kingdom
than in other importing European countrice. Tho millers of the United Kingdom,
however; do not make a flour of hard wheat alone. Hard wheats of various kinds are .
mixed with soft wheats of various kinds to make a blended fiour. By this means the
miller renders himeelf more independent than he otherwise would be of sny one par-
tieular kind of wheat. If a special quality _of wheat grown in only one country is
relatively scarce, or very strongly held, the miller may, ffom other wheats upon the
market, and by slightly altering hia proportions, continue to produce a flour which
preserves all the main characteristics with which his customers have become familiar.
Imported flours can be blended as well as imported wheat. The advantages from the
standpoint of the purchasez, of the use of a blended product are obvious, and, whether
or not.this system remains a permanent business policy, it is a fact that during the
years under review the United Kingdom met anly a part of its requirements by pur-
chasing hard wheat and hard-wheat flours, and for the balance purchased soft wheat
froin many parts of the world to supplement its own domestic soft-wheat supplies.

~ The relationship of Canadian primary marketings to the purchases of the United
. Kingdom are shown in diagram 12. The solid black portion of thiz diagram is a repro-
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duction of diagram 10 and represents the amount of wheat received each month at

the terminal elevators at Fort' William and Port Arthur. - The hatchad column in the

. month of April, which should be measured from the base of the fiznre, represents the

T IS nakiiau - ABOURY A 1376 in-those clevators tn that month;—being the-pesk of the —————{

accumulations there for May delivery as shown in diagram 11. The dottéd line repre- T

sents the total shipments to the United Kingdoni month by month of wheat and flour

from all the world, that is, roughly, the total monthly purchases of the United King-

R dom from all countries.! Taking any one month, and measuring from the base of the

figure to the dotted line, the total amount purchased for shipment to the United
Kingdom in that month is shown. ‘ ’ .

* Duacrin No. 12.
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QUANTITIES or WHEAT MARKETED srFT. WILLIAM & PORT ARTHUR.

OOTTID L'NE rpresen sodsd shpmrey o WU wd (IR P thed Kngotre
SOLID BLACK rpresand montl recepls o WNEAT ot 1 Wbars et Port doine.
HATCHED COLUMNS rgvrsant mirsmam swsvnl o PREAT v shet o P Miem and Rt el hhpd o 60ch peor

! 1 1 '
_— HTE ,
Ty I
1
} [
: Li .u
I Bal H
3l Kk H "2
. ¢ L] "3
z 11 s L s
. a JH n 1] N 1,8
3 T . 1Y ¥ AR
x 1] { 1 | _I!
| 1 n i 1
- L 4 L_. \.r.' 2 -
-3 4 H -1 - 311 4
iR} | R 1| i 5

i $ 1 i
2 . ",

Diagram 12 makes two almost startling revelations. First, that Western Canada
sometimes puts upon the market in a month much more hard wheat than the United
Kingdom, the only important consumer of its surpius, will purchage of all kirds of
wheat and flour frori all the world; and, second, that ¢he United Kingdom purchasesz
regularly and heavily during many months in which Western Canada has practically
nothing to offer. ,' . )

In October, 1913, Western Canada marketed 37,543,000 bushels, while the United
Kingdom purchased of all kinds of wheat and flour only 19,075,000 ‘bushels. " In
November, 1913, the Canadian marketings were 30,946,000 bushels, ahd the purchases
of the United Kingdom, 16,918,000 bushels: In Novémber, 1612, the figures were
9% .563.000 bushels against 20,984,000 bushels; and in November, 1011, 19,041,000 °

1 Appendix, Table 27, p. 112, Statistics, 1909-14.
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bushels against 10,587,000 buskels, In these months there was delivered at Fort Wil-
liam and Port Arthur an sbsolutely greater amount than the United Kingdom would
purchase of hard and soft wheat combined, and of flour, for delivery from all countries.

If we add together the figures for the two raonths of October and November in each '

- ——gf-theso-years wnder review, the comparison 19 a8 follows:=

Lanadian Marketings 'Total Purchases
Terminal Elevators, United Kingdom.

Bushels. Bushels.
1909—October , os . :
No\?em't‘:er..} reoee - 31,131,000 38,497,000
1910—October . . . . .
Novamber..} ooeeee ae s 31,944,000 41,097,000
1911—Cctober.... o .
Novembor..,f Cee v b e ae e e 30,261,000 39,515,000
AmeOctobers e b 41,170,000 42,905,000
1918—October . oot e g
Quuabet st d e 48,492,000 N0

If it could bo determiced exactly how much of the purchases of the United King-
dom consisted of hard wl\'eatﬁ) it would undoubtediy be found that the Canadian supply
exceeded the demand of tnat market in' the above two-menth periods in every one of
these years, and that in 1013 it was considerably more than twice the quantity required.
The May peak also, which shuld be constructed by placing the April storage column
on the top of the Moy receipts, was greater in three of tbe years thai the total demand
for all kinds of wheat and flou¥ in any one month, and very much greater than the
demand for hard wheat alone. And Canada is by no means the only source of supply
of hard wheat, even in thd autumn months. |

As over 61 per cent of the surplus product of Canadian mills during: these years
was shipped to the United Kingdom as flour and was included in the abové quantities
of total imports of that country, it is evident that even the very large purchases of
wheat by the Canadian millers, second only in importanca to the purchases.of the
United Kingdom, would only partially difninish the piessure of the Canadian peaks,
as shown, upon the market of the United Kingdom. . . :

Boaring in mind this relationship of Canedian “supply to the demand of the
United Kingden, it will now be interesting to bring into juxtaposition the quantities
marketed at Fort William and Port Arthur and the prices of wheat at Liverpool and

-at Winnipeg. For this purpose, diogram 18 is presented: In fig. 1 are the Canadian
quantities which havo already appeared in diagram 12, although in’ this case turned
upside down ad coverhanging the market, the dotted line again representing world ship-
ments to the United Kingdom, In the centre of the diagram (fig. 2) are two price
Jines.! The black line tepresentd the price of contract grade wheat on the Liverpool
Corn Exchange, and shows the. highest and loweat quotation on that exchange during
each month. The red line represents the high and low quotations during each month
on cash No. 1 Northern wheat on the Winnipeg Grain Exchange. At the bottom of
the disgram (fig. 3) are the monthly shipments, by lake and by rail combined, from
the terminal elerators at Fort William and Port Arthur, showing how the wheat moves
out into general éonsumption.? C R - el e

Taking first the two price-lines with their fluctuations, it is evident that both Winni-
peg and Liverpool markets are subject to the same general conditions. In jts general
trend it is obvious that the Winnipeg market either follows .the Liverpool market or
moves with i$ under the samie influences. A-epread iu price between the two exchanges

- is necessary if business is to be done between them, the spread being at least sufficient

to cover all costs of the transfer of wheat from the elevators at Fort William and Port

Arthur to dockside Liverpool. The spread is actually slightly greatet. than appears in

{ Appendix, Table 28, pp. 113-114, Statistics,: 1909-14, :
2 Appendix, Table 26, pp. 110-111, Statietics, 1909-15. - e
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this diagram because No. 1 Northern Manitoba wheat, quoted at Winnipeg, is above
the standard on which the Liverpoc’ quotstions are based, and commands a small
premium, about 1} cents per bushc., when delivered on Liverpool contracts. Where
the two price-lines overlap, or are very close together, after allowing for the prémium
as above, it is evident that no export business was being done by Canada or could be
done. The spresd between the prices becomes extreme toward the end of 1912 and
toward the end of 1018,

Trucing the Liverpool price line alone, it will be noticed that thero are three sharp
upward movements, in 1909, 1912, and 1914, and one sharp decline in 1910. In the
spring of 1909, Europe was in a nervous state following the annexation by Austria of
Boshia and Hertzegovina. This was the period also of the Patten * corner ” in Chicago.
In 1912 occurred the Balkan war, which not only had its effect on European sentiment,
but the closing of the Dardanelles by Turkey interfored with exports from the Black
Sea and shut up a considerable number of ocean vessels. The sharp upturn in 1914

marked the beginning of the present great war., The extreme drop in 1910 apparently ’

had no great significance. At midsummer, as we have seen, Europe imports less wheat

than at any other period of the year; the world’s crop of 1009 had been the largest for -

many years, and the prospects for the European crop of 1910 were for a still larger
local supply, Under these. conditions, it is-explained, some cargoes of grain from
Australia arrived at Liverpool on shipper’s account, and tho owners were finally forced

. to sell at a big sacrifice, which temporarily became manifest in all market quotations.

~ These four extremo fluctuations occurred, therefore, under exceptional conditions, and

more ordinary causes must be Jooked to for the explanations of all other price varia- -

tions shown. .

The quantities in fig. 1 should now be closely examined in their relation to the
price-lines in fig. 2, attention being first confined to the Liverpool prices. Starting
at the right hand of the diagram and letting the eye follow down the direction of the
autumn peak of 1913, it will be seen that it fits into a marked. de=cession in the
Liverpool price, the line having apparently sagged many cents per L ishel, The same
thing is scen with the autumn peak of 1012, altheugh not to so grest an extent. There
are clearly defined depressions also corresponding to the autumn peaks in 19011, 1910,
and 1909, Tn each one of thede fivé vears tho heavy Canadian marketifigs at the end
of the year have coincided with a depression.in price. If we leave out of ¢onsider-
ation the sharp “squeezo” in 1010, it will be eeen that, with the exception of one
vear (1011), the price that hasymet the Canadian peak is tho lowest of the year. In
the first half of 1911, other couhtries, Russia and Australia, dumped vnusually heavy

loads on 3 market that was weak because there had been two large world’s ‘erops in

successive years, Caiiada duinped liet crop, ag usual, 4 few months later, but, although
it was the largest Canadian erop in volume up to that time, it was probably the poorest
in quality, only about 41 per cent being of contract grade. Its real weight could not,
therefore, be great in a market for contract grade wheat. It found a depression in
price, but not in this one case the lowest of the year. )

. If the eye nowv follows the smaller peaks in the month of May, which peaks con-
sist of the total in store in April plus the deliveries in May, the combined volume
hitting the market, in a slanting direction as it were, in May and June, it will bo
observed that theso peaks also, in every case except 1009, find a déclining market.
In nocase has any large volume of the Canadian crop met a relatively high price.
Otheér countries sblling when Canada does are, of ‘couree, subject to .the same price
basis, but a study of the peaks marketed by all other large exporting countries within
tké . jove period shows that no other country has marketed so large a proportion of its

_crop when prices are low as has Canada, v R -
s this correspondence between the Canadian peaks and »rice depressions a mere
coincidence, and chargeable to temporary-bad luck, or fs-it in the nature of direct

cause and effect! Has Canada, on aceount of financial, or transportation, or other
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local conditions, merely happened to market a large part of its cxip when the world’s
basis of price must necessarily be low? 1t would not, perbaps, be surprising if prices
in the consuming markets of Europe were regularly loweet in September, October,
November, and December, because the greater part of the world’s wheat is raised in
the Northern Heémisphere and is intfinsically cheapest in thoge months, and, moreover, .
Enrope’s position as a purchaser should st that time be strategically strongest, since
she is then secure of many months’ supplies, if need be, in her own newly harvested
domestie crop. But the records do not show any tendency to extreme weakness in
prices at that period of the year, at least in the last three months, previous to 1009,
An exumination of Liverpool pricos from 1009 back to 1893 fails to discover a single
year in which the low point was veached in October, in November, or in December.
The minimum price is found threo times in September when the winter wheat sup-
plies of the Northern Hemisphere are most abundant; twice in January, twice in
March, twice in April, once in June, and orice in July. 'On the other hand, the high
points during the eleven years previons to 1009 occur once in October, twice in Decem-
ber, once in January, twice in May, twice in June, twice in August, and once in
Soptember. .

Western Canads, since 1009, has marketed an important quantity of contract
grade wheat in October, November, and December, tmd this is the only part of the
world which marketed a large exportable surplus of that grade of wheat in those
monthe, a quantity which ~vas much greater than the current requirements of the Upited
Kingdom, and at times perhaps than the current requirements of all Europe for wheat

“of that quality, unless at bargain prices, and Weslorn Canada has, since 1909, found

a tendéncy to an extremo weakmess in prices where wcaknees apparently did not
previously tend to show itself. These facts justify serious eonsideration of the hypo-
thesis of direct cause and effect. In the commercial world even a temporary over-
supplv tends to break prices.

Returning to diagram 13, the eye should now follow the Winnipeg price-line,
1t will be noted that the Winnipeg prices are riever relatively high except. when the
quantities ‘on the market are small. As soon #s volume appears at the terminals,
prices tend to go on an export basis, that is, a spread from tha Liverpool price
appears sufficient to permit of export to Europe. Just this would be expected to be
the case. The only points calling for special explanation in the Winnipeg line are
the extreme spreads in the autumns of 1912 and 1918. ~Thess are the periods of the
greatest exoess of Canadian marketinigs when compared with the current requirements
of the United Kingdom. Any excess must inevitably begin to {feel strongly the
compétition of inferior wheats, and, if it is to be sold, must tend to approach the price
Tovel of these wheats until'it becomes a bargain; or, if it is not to be eold, it must
decline 1o a -point at which it can safely beav all darrying charges to some future
month.  In’ (Weeteﬁjf(’énada this future month is generally May, and the market
estimates the carrying charges at 41 cents to 03 cents. Further, a surplus always
tends o set the oconditions for the total supply, and an excess at Fort William and

-Port Arthur must ténd to bring down the price of the whole quantity marketed at

t%o pame tinie to the basis on which the excess can be negotiated. - :

I the 8gure at the base of the diagram (fig. 8) be now studied in connection
with the Winhnigeg price-line, it will bs scen how large a proportion of each year's
crop moves out of the elévators at the lowest prico of the year. Take, for example,
the ¢rop grown.in 1918, which was shipped enst in the twelve months beginning with

- September, 1013, and ending with August, 1914, During the first four months of

this crop year, T1:85 per cent of the whole year's surplus was shipped east at the
lowest prices of the year. As & considerablo part of the subsequent -May shipment

‘peak was “hedged” during these montbs on the basis of current brices plus earry-

ing charges, this quantity should really be added’to ‘the autuimn peak to represent
the full proportion of the crop which Webtern Cariada let g6 on 'tha‘deprgeslon whieh
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coincided with, or wns caused by, its excessive deliveries on the primary market in
the last quarter of tho year. : )

Conditions Affecting Cost.—Whether or not the system of marketing in one ct
two extreme peaks causes lower prices for wheat, it is certain that it tends in some
yespects to create higher costs. These higher costs meny fall upon the producers of
wheat, or they may appeer to be widely distributed, but any aveidable costs are unne-
cessary limitations: ’ : )

Diagram 14 represents in freight cars the monthly quantities of wheat delivered
from- the interior t5 tho terminal elevators at Fort William and Port Arthur for the
crop year 191314, The very large equipment of rolling stock required to move the
October shipments, and the small demand during most of the rest of the year, are
strikingly evident. In October, 1013, there was delivered at the terminals, 37,546,215
bushels of wheat, and therefore rolling stock sufficient for that purpose was in exist-
ence, and a corresponding number of lodomotives, and there were all the double tracks
and sidings and sorting yards necessary to handlo traffic of that magnitude. These
things, being in cxistence, represent a capital investment that calls for twelve months’
interest every year. The laat string of cars, marked ‘“‘average,” if steadily employed,
could have carried sll of the wheat in the same twelve months, So far as wheat is
concerned, there was really required, under theorétically perfect transportation con-
ditions, a capital inveatment in railway facilities equal only to the “ average” train,
which is less than one-third the size of the actual October train. If all graing were
taken instead of wheat alone, each of the trains would be longer, but the proportions -
would not greatly differ. In Canada there is no big load of other trafic with an
opposite seasonal distribution, end the “average” train could carry back from the
head of the lnkes to Winnipeg and the west the maximum load of tho present west-
bound traffic. There is no intention of suggesting perfectly equel monthly ehipments
of grain as practicable, or even desirable, but there s no escaping the conclusion that
present methods create an extra cost in fixed charges which must somehow be met.

The irregularity of the emiployment of labour in connection with grein traffic is
another aspeet of this same matte=, Disgram 15 shows the maximum number of men
employed by the Canadian Pacific Railway Company each month of the above crop
vear on grain traffic on the Alberta, Saskatchewan, and Manitoba divisions, the last
named embracing the lines to Fort William. The men counted were the engincers,
firemen, brakemen, and conductors engaged on grain trains, and the yardmen employed
because of grain traffic. Exactly the same conditions prevail on the other railways.
In the operating departments of the railways there is no compensating demand for-
labour in the slack grain months. Employment of labour in this manner, apart from
its erious gociological bearing, must tend to add to costs, ' .

One further point may be emphasized, in diagram 16, and that is the nature of
the demand under the present system for lake vessels to carry the wheat from Fort
William and Port Arthur. This part of the subject has already been dealt with from
a somewhat different point of view in discussing traffic conditions in tho Lake
Superior trade. Shippers of wheat in October, 1913, chartered almost three times the
number of vessels that would have been required to move the whole year’s load if it
had been evenly distributed over the same navigation months, In the inserted figure
in this diagram the inevitable consequence of such methods appears in freight rates.
From September the rates moved upward to a high point in December, the two weeks
of open navigation in which month generally witness the most active demand of the

. _season, and fell again toward the low point as trafic declined. The greater part of

the shipments bore the higher rates. . ] I

Tendencics toward excessive costs must be provided against as carefully as ten-
dercies toward inequitable depressions in price, if the production of, and therefore
the traffic in, wheat is to measure up to estitnates based on the fertilily of the soil
and the capacity of the world’s consuming markets.
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THE ROUTING OF EXPORT WHEAT.

.

From Fort William and Port Arthur wheat for export to Europe is distributed
over many routes to the seabonrd, and is shipped from some seven or eight different
_ocean ports. A part of the wheat follows Canadian routes to Canadian ocean ports,
and part is diverted at some stage of its journey eastward to United States routes and
to United States ocean ports. It is clearly necessary to examine the distribution of
export shipments under normal conditions in order, if possible, to discover tke deter-
minis causes. Unless the real causes, under present conditions, of the diversion of
so mush Canadian wheat to United States ports are recognized, it canuot be confi-
dently asserted that any particular change in conditions will materially alter the
situation. :

What, in the first place, are the facts concerning the present diversion and distri-
bution of export wheat shipments? In diagram 17 are presented the facts for the
calendar year 1913, In this diagram the movement of Canadian wheat from the head
of the Great Lekes to the seaboard is traced in solid black lines, drawn to a scale of
width in accordance with the number of bushels passing over each part of the route.
In the tables of figures inserted in the diagram will be found the principal quantities.
Some Western Canadian wheat is forwarded each year by rail to Duluth-Superior for
shipment from that point. Passing down the lakes this comparatively narrow stream
joins the broad stream from Fort William and Port Arthur, and the combined. total
fows eastward through the St. Marys river. A tiny rivulet then diverges to Chicago
and s little later a substantial stream moves toward Georgian bay and is divided up
among. many porte. The main stream, however, continues south through lake Huron, -
losing a little to Goderich, a little to Port Turen, and a trifling amount to Detroit.
In its passage through lake Erie a very small quantity branches off to Toledo and
another to Port Stanley, and quantities of some importance to Fairport and Erie.
The chief body of the remaining stréam flows straight to Buffalo, the balance swerving
porthward to be divided between the Port Colborne elevators, from which it is later
transhipped, and the all water route to Kingston, Prescott, and Montreal. In the
Jiagram all receipts at Canadian lake ports as well as those at Port Huron are carriod
through at full width to Montreal, and the export wheat which could be traced as having
been shipped all rail in that year is also indicated a$ arriving at Montreal. It will be
cbserved that the receipts thus shown for Montreal are greater than the wheat exports
that passed on through that point. The difference would represent the amount of
Western Canadian wheat which was retained in Ontario and in Quebec for milling
purposes, or remained in varicus publie elevators. Of the United States ports of
export, Portland is represented as being supplied throngh Montrea), and Boston, New
York, Philadelphia, and Baltimore through Buffalo, Erie, Fairport, and Toled
Boston at times receives Canadian grain by way of Montreal. The width of the line
of receipts at Buffalo is a little greater than the line of shipments passing on through
Buffalo, for the reason that some Canadian wheat remained in winter storage in vessels -

Iying in Buffalo harbour, and did not pass on within the calendar year.

—--——-To arrive at the total proportion which went out through United States ocean ports,
{he shipments to Portland must be added to the quantities which were diverted from .
the head of the lakes to United States routes, and which are brought together into one

“stream east of Buffalo in order that their comparative magnitude may be seen. 1
round fgures two-thirds of the Canadian export wheat in-the calendar yeat 1913 wss
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shipped through United States ocean ports, and one-third through the Canadian ocean
ports. Quantities and proportions differ in different years, but a considerable diversion
to United States routes appears to be the normal condition, although the normal pro-
portion so diverted could be determined only after further examination of the faota,

Yearly total igures, such as represented in the above diagram, do not often supply
sufficien’, miaterial for a study of causes. To secure the necessary material there were
taken, from the original records at Fort William, Port Arthur, and Duluth, partieulars
of overy shipment of Canadian -grain, and from the files of ships’ manifests at
Montreal, St. John, and Halifax the name of every vessel loading Canadian grain,
distinguished us liner or tramp, with the date of loading, the quantity of each kind of
grain carried and the port to which it ¢cleared; and through the courtesy of the Depart-
ment of Commerce, Bureau of Foreign and Domestic Commetce, at Washington, a
competent etatistician compiled, from the or iginal records there, monthly details of the
movement of Canadian products, in bond, through the United States ocean ports.
This material covers the three calendar yeara 1011, 1918, and 1913,

Causes of Diversion—Diversion may have beén due to one or more of many
causes: the physical inability of Cavadian routes to handle more trafio; the superior
speed or certainty of other routes; relative freight rates; financial, or other private

business considerations, or personal preferences on the part of the shippors; conditions -

of ocean transportation. It will, therefore, be important to examine in more detail
the movement of Canadian export wheat.

Diagram 18, which contains three figures, represents the manner in which Cana. -

dian export wheat leaves Canada month by month, by being shipped from Cana-
dian ocean ports and being diverted to United States routes. The quantities shown
as diverted to the United States do not always pass through United States ocean ports
i1: the same months in which they are diverted from Canada; and this diagram, there-
fore, is not a direct comparison, by months, of ocean shipments, but only of shipments
from Canada. ’ : o

Fig. 1 showa tho total shipments from "Canada, the solid black portions of - the
wonthly columns being the shipments from Canadian ocean ports, which are called
« direct exports,” and the balarice of tho columns the quantities diverted to United
States routes, called indirect exportd” In figs. 2 and 3 these direct and indirect
exports are shown separately.!

1f fig. 2 is examined, it will be noted that it posseeses some general regularity of
form. In the months of December, January, February, March, and. April the port
of Montreal is closed, and the exports during these months aré through the ports of

. St. John and Halifax, and are substantially equal in andount.: In the month of May

export from Montregl begins and continues until the end of November. During
these months the exports are much greater in quantity; and if an imaginary line be
drawn from the tops of the May columns to those of the Novernber columns the idea
is suggested that the almost rectangular figures thus formed represent in some way the
capacity, or the usefulness, of the Montreal route, urnder the conditiona that prevailed
in each of the threo years under review. Montreal does not ‘export the samé amount

each month, the most marked departure from substantial evenness being-found in the

menths of September and Qctober in tlie years 1912 and 1918, - That Jess wheat was
shipped in these months was not due to there being no Canadian wheat for. éxport, as
appears from fig. 1. A study of Canada’s total exports of all goods month by month
dizcloses the tendency to crowd all exports upon the last third of the year. :In Sep-
tember, October, and November the vessels arriving at Mortreal are offered:more
cheese, apples and higher class goods than in the earlisr months of the scason, and the
irregularity in the shipments of wheat may be due to the irregular offerings of

"1 Appendlx. Table 29, p. 115, Statistics, 1909-13.
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other freight, which. carried someéwhat higher rates and would be given the preferenco
accordingly. The inereased shiprcents in the month of Noyvember, when large quantities
of othér freight are still offéring, may, perhaps, be explained by the higher freight
rates obtainable for wheat in that month, which niay have mude it profitable for
vessels to go te the expenso of increasing their freight sccomraodation, which could
bo done in combination liners; for example; by fitting steerage quarters for package
frcight, thus leaving more space in the holds-for wheat. It is not intended at this
stage to assume any definite explanations, but only to point out the approach to regu-
larity of form in thie difect éxports‘of ‘Canadian wheat, in ordes that the entirely dif-
ferent charagter of the Sddirect shipments (8g. 8) 1Ay be obsexved.” - .

The only regularity about the traffic diversion to United States routes is the fact
that these routes carry the two peaks Western ‘Csnada thrusts forward. The first eug-
gestion from this diagram, as a whole, is that the Canadian ports doa cortain more or
lete regular business, and the United States routes carry the peaks of the loads. It
is clear that the United Btates routes are not always competitors of ‘the’ Canadian
routes with the same effectiveness; From the relative. quantities in the ;month of
November, 1913, as shown in fig. 1, it cannot, for example, be inferred that the United
States 1! can always successfully compete with anything like the: proportionate
results {b¥éFe shown, for in the .month of Augusk, 1013, Montreal took nearly il the
wheat offered, and in many ‘other months it gocured by far the larger quantities,
Montreal exported fnore Canadian wheat than any other single port, New York com-
ing .second, Boston' third, Philadelphia {fourth, Baltimore fifth, Portland sixth, and
St. John seventh, e o . :

The closing of navigation oh the St. Lawrence in the winter months is a physical
limitation on the Canadian routes, “which may well bave some effect on total yearly
quantities shipped. ‘During thé-period of open navigation, However, thera 14 no climatic

. cause of diversion and k’shipme‘n'ts,ghrough Montreal may, therefore, be moro particu-
larly studied, That Montreal's proportion of the total export shipments of Canadian

wheat {n 1011, 1012, "and 1018" ws ot 1atger cannot bo sat{sfactorily secounted for,
cither by the physical ‘shortcomingi of the foutes to Montreal from the interiot; or by
the inadequacy of the equipment on thém. . The 8t Lawrence and Welland canals havo
. never carried mors than & moderate fraction ‘of the traffic that could be passed through
them and; a8 e hinve seed, tiriy Cansdian vessels ‘of * ehnal size” spend miost of the
scaton in the open lake trade, &0 that no continued ehortage of vessels suitable for the
all-water route could have:béen expérienced. - ' With' regard'to the lake-and-rail routes
t6 Montreal, the capacity of the water section, could, of course, ‘be limited only by the
number of vessels available. . Canadian vessels in those years carried all the Canadian
coasting traffié in wheat, supplying Canadian inillers 48 well as export requirements;

they weré fiot, on the average, fully loaded esstbound, a3 has been shown; and they were
loft frep # carry soie: o6 'to United Siates ports, \hat is, to participate in- the
_diversion, - In Octobet,! was loaded into Canadian

and Port Arthur 14:020,9¢ at,’ o f¢

bushels of wheat: the'

in th th of May; , 35" 8

Canadisn vessla on tho 10 & mbathe on

its have' ever shipped

times the-quantj fi Janiadis  that. Canadian’ocean ports h
in » month. Even’if Canadian lake torinkge bad been deficient, idore Canddian wheat
might have been shipped in United States vessels to such & point as Port Huron, from
which Canadian rail lines could hdve carried it to Montreal; ot to Buflalo, from which
Canadian, of United Btates, vessela could have carried it by water to Montreal; and

again more Oanadian wheat might have been directed from  the interior to Duluth-

: Superlor where it could have taken Upited States vesse}s to Canadian ports. No ques-
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tion can be raised about the ability of the rail line across southern Ontario to handlo,
in & season mote ox-lake trafic than they’ have ever yet roceived. -

Nor is any easy explanation found in freight rates. It would ‘arpprear' that the

Canadian wheat tnat wae diverted to United States ocean ports paid higher rates to
{he seaboard than did the wheat shipped to Montreal. - ‘An examination of regular and
epociel tariffs for several yoars has failed to discover any period in which United
States routes to the seaboard for Canadien wheat wero allowed to bavs an advantego
in freight rates over Canadian routes, C ‘

Montreal in 1914, with no corresponding increase in handling plant, exported 82
pot cent more wheat than in 1913, or 38 pér cent more of ‘all graing, the greater part
being United States products. Montreal's mechanical equipment could have handled
more wheat than it did in 1011, 1012, and 1913, if more wheat had been offered.

Whatever may be the need of increased handling facilities at Montreal, of an

_enlarged ficet on the Jakes and of better seivice on the railways, it would appear that
preééii?’déﬁéiﬁﬁ?mitr’thm yrespects do not completely explain why it was, for example,
that only one-third of Canadian export wheat in 1913 passcd'ihi‘éi’ﬁ%ﬁ‘(}éhidiﬁﬁ"ocmn*' -
ports. - : . . .

Before attempting to estimate the divérting power of other possible causes, it may
bo well to inguire first into the conditions of transportation on 1he ocean. The exporter
of wheat wishes to ship wheat to Europe. If he caunot ship right through to Europe
in time to fulfil a contract offered him ‘and at a total cost for the whole journey that
will leave him a satisfactory net price, he will not ship at sll. - He may have prefer- -

ences as to routes and ports, but he must at any given time chooso the through route

and the combined mrovgtrmtﬂhaebwi\lvemhl&himio_gg business. If the explanation

‘of his routing of Uanadian export wheat does not readily_appear in local Sonditiony
between Fort William and Port’ Arthur and the seabgonrd,«th final stage of the through
route must be examined. : ‘ s T . :

- Ag’in the case of trafiio on the lakes, there ghould be sorbe undgrstanding of the
types of veasels, ‘of thair dfstribution, of load factors, of freight rates, and, perhapa of
vaﬁoh!incidmtalcbstsandchamee. el i S B

Liness and tramps—In 1019, the overseas commerce of thié world ‘was conducted -
by more than- 25,000 eteamers, L% which 1,685 were “liners” and -23,500 “tramps.”
Veasels engeged in regular-lino service, that is, vessels upon a fixed ‘route and with'a
definite schedule ‘of sailitg dates, are known as liners” The “tramps” are free
to eail anywhere in search of a profitable cargo, and to be chartered by the bighest

~ pidders in the great shipping exchanges of the world. . The 25,000 ocedn carriers in
_-.1012 'were_owned by approximately 4,200 diﬁ_ere:\t companies, firms, aid-individuals,

and the 1,668 liners by 108 different-comy

. Tho functions performed by these two general classes of ooean eerrfei's diffeEin

many important respects. Tramps caniiot perform ae satisfactorily as liners many of
the services required in modern commerce, but with respect to such traffic -~ - "%
the two clastes are directly competitive.

...___,__—a——__‘.ﬂ___*____.._-a-——-——-—- —

. ———————
1 Investigation of Shipping Combinaticns, evidence pefore the Committes of the Merchant
Marine and Fisherles, touse of Representatives, 6ind Con_gren, Hearings, Volume 2, 0. 1878,

10b—53
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In diageam 10 the relative quantities of Canadian ’%ﬁéiffééiﬁbﬂ'by"liﬁ'éfc‘iﬁd A
by tramps from Montreal in the years 1011, 1012, and 1013 are {irdicated. - The
figures are as follows:— )

IO
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I will Y _that-tramps_carried_no Cenadian
year 1911; that they carried a lit e,
carried an appreciable quantity in several months of the
exports for the three years, tramipes carried 5.66 per cent.
13.63, 'and in the month o 7-'cAY
monthly total:
irregular factor:in the wheat trade. - .
Tn the same diagram there is {ndicated
{reight rates on wheat, month by month, from Montreal to Li
taken as representative of freight ratea to Europe. In 1011,
¢ that_year there weré no tramnps. In
and iheto were oo or-two-tram
ter part of

wheat from

.

 the range had moved higher,
» distinet and sustained elevation of rates for the
were many tramps. In October and November,
were very bigh and yet no tramp CATEOES ATO 1EPOT
from this examination of shipments in relation to freight rates,
4nd 1018 no tramp vessel took from Montreal a cargo of Cana
freight rates were comparatively highy but that tramps were no
oceasion on which tho rates were high. BN .
Merely. incidentally, there. aro also
- cargo insuranee out of Montreal,? drawn.to
is assumed to have beed worth $1 per bushe
per $100, for. example, t0
- Pashel~ Whatever may-bo the. effest of relative insurance .re
wheat tzaffic, it is perfootly clear that cargo insuran
of this diversion. There are big forces of some kind swing
down, in comparicon with which catgo insuraties i8 A very smal
- The next question that 1y arise is-as to the
vessels in thoe grain trafBo of |
attract so much Capadian wheat ‘
1010-18, of tho, tramp . cargoes of grain of all

the samig seale a8 the
1 at the seaboard, and

ted 0

tlo in May and Tune, 1012; and that 01013 they -
season.  Of the total wheat
] In 1018 the percentage was
£ June in that year- they-‘carried 28-€3 per cenit of the
It is ‘evident that tramps proved in those years only a small and

the range, from lowest to hi
verpool,}
Lrolght rates were the
Moy and:June, 1913,
the season,
1913, on the vther
ted. All that can be sald,
i that in 1011,
dian wheat except when
¢t attracted on every

intgodﬁééd i{n diagram 19, )ines indicating
freight rates. Wheat

have been, eqaivalent to & charge of one-quarter

6 cannot be the
{ng freight rates up and
| fac
rig | 'the part played by tramp
; -Atlantie ports of the United
The following are the figmes for the
T linds loaded ‘at Boston; New

Montrea) in the

ghest, of ocean
which may be

here was
and there
hand, some rates
therefore,
1918,

to of 25 cents
obnt: per
n the diversion-of i
) to causo - i

o

tor. ‘
States which
four years,
York,

Philadelphia, and Baltimore:—

Phitadel | Battimor
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1t is obvious that it was not ihe large numbers of tramp vessels in the grain trade

out of Boston and New York that can’ explain the diversi
those ports.- In 1008, Boston 1oaded two tramp cargoes of
more from that timeo to the cnd of 1918 -In 1008,
grain cargoed, but from 1903 to-1011 not a slogle
to records since 1878, Baltimore bas loaded {rampes overy year,
yéar but one, 1004 but oni the average moti tramps were loaded:
Philadelphia. In the apperidix? will be found figures covering this

on of

grain; bat apparently no
Now York recorded ¢lev
tramp cargo is yecorded.
and Philadelphia every
at Baltimore than at

tramp vessels were but

Canadian wheat to

en framp
According

whole period, which

W

indicates that, siiice 1000-und-up-to-the Yeginning of the war,

Table 30, p. 118.‘5“0‘!!0:.‘190)-14.
p. 118, Biatistics, 1911-14.
tistics, 1878-1916.

1 Appendix,
3 Appendlx, Table 31,
s Appendix, Table 36, p. 187, Stal
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a small factor in the North Atlantic grain trade. The liners evideutly dominate the
wheat exports.

Oicean Freight Hates on Wheat—It will be desirable at this poin t¢ take o some-
what wider survey of the problem and inquire whether the changes in ocean freight
rates just noted in the Montreal-Liverpool route, and which would seem to heve been
under the influence of powerful forcos, are local in character, or peculiar to the Cena-
dian port or oven to ‘the North Atlantic trade. Material for this survey has been
obtained through the courtesy of Broomhall’s Corn Trade News, at Liverpool, and
Comtelburo’s Daily Freight Register, at London. Mr, Broomhall was asked particu-

““larly for Fatea to- Livorpool,-which is the Jeading port of the United Kingdom for

liners, the quotations to cover liner, or * berth,” rates as well a8 tramp rates, and from- —- -
his records furnished current rates, not necessarily confined to Liverpool rates, quoted
on the first business day of each week, from January, 1909, until December, 1914,
from the following ports: from New York, in the United States; from Odessa, the
principal Black Sea port of Russia; from Karachi, the leading grain port of India;
from the River Plate, down River, in the Argentine; and from Australia. 'The Baltié
Exchange in London is the greatest charter market in the world for tramp vessels, and
quotations from the Daily Freight Register are exclusively tramp rates and are in the
form of high and low ‘rates per month to the United Kingdom from the same ports,
but including also tramp rates fromh Canadian Atlantic ports. The tramp rates from
New York, Philadelphia, and Baltimore are generally the same, or rather tramps aro
generally. chartered to load * Atlantio Range,” that is, with the option to tho shipper

to select any one of several ports on- the North Atlantin const-of the United States

which have come by the custom of thé trade to bo placed upon tho same basis, and
this has some interesting consequences. Tramp rates from the Daily Freight Register
are therefore “Atlantic Rangoe” rates rather than New York rates.

These two tets of quotations have been chorted in diegram 902 Ocean freight
rates aro, of course, almost always quoted iu shillings and pence and the unit of

- weight is sometimes the quarter (eight busbals), and gametimes the ton, and thers are
soveral different kinds of tons, according to the usage of each teade. For the purpose
of this diagram the quotations feceived as above have been reduced to the common
basis of cents per bushel of 60 pounds.

To fig. 1 have been-added tho freight rates from Moutreal to Liverpool, which
were used in_disgram 19, Thess Montreal rates are represented in their range from
high to low per month and therefore aré in a different form from tho other rate Yines,
which are based on & gingle quotation per weel, but if the general trend of the Mont-

- real rates be followed, comparisons can be made without difficulty.

Points to be noted in this diagram are:—

1. The remarkable parallelism of the main rate lines. By looking at the figures as
a whole this fact éan be clearly seen, and the point should be earefully noted. If the
Argentine rate line be temporarily disregarded and attention fixed on the rate V-~ of
Australia, Karachi, Odesss, and New York, the tendency is ¢learly apparent for theso
lines to maintain approximately the same proportionate distance from each other
throughout the whole period. Marked temporary fuctuations ocour in the -individual
lines, which may not instantly show themselves in the othet lines, but there are few
cases in which an important upward or downward movement in eny ona line does not

stand in_relation to a_somewhat corresponding movement in the other lines within a

period of two or three months. -
9. That the spaces separating these main rate lines scem-to bear same relation to
the differences in distance from the United Kingdom. Odessa is 430 or 500 miles

—— - —
1 Appendix, Tables 32-33, pp. 117 to 124, Statistics, 1909-14.
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moro distant than New York; Karachi is almost twice as far from the United Kingdom
as 38 Now York; and the shortest route from any jmportant Australian port 1s about
threo and a third times as long as the route from New York, though some routes from
Australia by way of the Cape are about four and a third times the Jength of the route
- from New York.

3. That tha New York and Montreal rates are, on the whole, the lowest rates to
the United Kingdom enjoyed by any of the ports and, éxcept at one or two period:
the rango of tue rates from Montreal does not differ widely from the range of rates
from New York. -No exact compearison can bo mada botween the “ontreal lino s+
the New York line becnuse the former moves shurply bétween the highost and the
lowest rates in each month while the latter flows between specific rates taken once 8

. week.._A study in detail of the relation between Monteeal and New York rates wou'd
require more matorial than'is gupplied-in-this- diagranm. . :

4 That on two or three ocersions Montreal rates abpea;‘raa{i'\:éi;ﬁih'dr T

relatively low, but that Montreal rates are, on the whole, clearly subject to the same
general foices as operats on other rates. 1t was in the first half of the mavigation
season of 1013 that Montreal: rates were highest, relatively, béing then higher -than
Odcssa rates and 83 high as sowo Argentine rated. Yt was in this period Montreal
had the greatest number of tramps shown in diagram 10, Montreal rates were not
relatively high in QOctober and November, 1019, although actually higher than in 1913,
and there weto no tramps. ' In the beginning of the ecason of 1912, when the range

was much lower, Montréal rates were relatively high when compared with Neow York

and Odessa and there Were one O two tramps. 1t {8 possible, therefore, to amplify the

~ inference from dingram 19 by stating that in the period examined tramps entered the
*"‘““Mommfwhea%—nad&only_ﬁhen sates were relatively high.

8. That the tramp rates in fig. 2 tend to be higher tham 156
* /Phis is the casé ‘with-gvery individnal rate lide, - Bome allowance must he made for
the difference in the way the rates are quoted for these two-figursés, but aa it is not
understood that Liverpool yeguldrly enjoys, under equal conditions, more favourable
. rates.than other leading porte of the United Kingdom, it is ‘probable that the liner
rates included’ in ﬁg\lre"ffgi\?é“tﬁ‘thnt'ﬁgu'm-rlowoz rangs. than s found dn the
exclusively tramp: rates in fig. 2 1In other words, it is probable that trampa enter”
every whoat trade, 88 well us the Montreal trade, when rates sre comparatively high.
Among the details. that pisy bo roted under this heading it that New York and

advantage often resting with Odessa. New York and Montreal seem to have paid
relatively more for their {rampa than for their lifiers. The merely occasional character |
of tramp’ business with Montreal is shown by -the scattered quotations. - The New.
_York; or more cortectly. the . Atlantic Ratge . tramp rate line ds wlso very Firiich
broken. It is suggeited by fig.-9,-thereforé, that the tramp 8
factor in all the other trades than it is in the North Atlantic trade.

The Argentine rates cover a widor range in the period than any other rates. At
the beginning of Januaty, 1909, they held almost exactly their proper position in rela-
tion to distances, but for the following years they remained relatively low, while in -
1912 and during parts of 1013 and 1014 they appear to have been unduly high. The
somewhat erratio character.of the Argentine rate line need not necesdarily disturh
such inferences as seeny indicated by the general relationship between the other rate
lines. One great trunk line of ocean travel from the United Kingdom and Northern
Furope eweeps aCrosa the North Atlantic to the United States and Canada, while the

__________ other great trunk lino sweop? through the Meditérranean, with branches to the innumer-

“_ﬁlm—themnd-cn‘thefma a, and on through the Suez ecnal to the Indian
ocean where it divides, one branch going to Tndia and the Far East and-the-other.to.

~ Australia. "On account of .the magnitude of the trade tributary to these two great
trunk lineg and to the variety of trafio and tho number of ports, particalarly on the

Montreal do riot seem to have the lowest Tates in fig. 2 a8 regularly as in fig— 1, the—~—

is & much more permanent

ﬂmﬂ-ﬁ&i—in«ﬁ&—rl'f S
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Mediterranean and Far Eastern trunk line, it raight be natural to expect that traffic
conditions, and therefore freight rates, would fend to be scmewhat more stable thau
in tho case of the minor traffic route through the South- Atlantic ocean. . Moreover,
Suez Osnal tolls, which during this period averaged about $1.28 per registored ton
(Suez measurement), would prevent extremso reductions in rates from India and
Australia, for this fixed chargs, being on vessel capacity, -would become relatively
heavier as rates declined or vessels were less fully loaded. When traffio iricreased end
vessals became relatively scarce, as they did in 1919, and when theso worl 1 conditions
coincidod with eomo relative decrease in jmports by the Argentine, it right be expeeted
that rates in the South Atlantie trade would sharply rise. On the average for the

_whole.period, howevér, the Argentino __\fgte_s_glj_esgrved about their relative placo on the

scale,

Compelition on the occan—If it be adsumed that the law of supply and demand
has almost free, aud even uncompromising, play upon the ocean, then it would be
expected that thero would bo wido and sometimes rapid changes in rates; low rates
in dull times such as preceded 1912; high rates when the pressuro of traffic increases,
and tho supply of vessels becomes relatively.or absolutely reduced, both of which con-
ditions occurred in 1012, If, now, it be further assumed that there is effective com-
petition among. the 23,500 tramps, and, in certain classes of goods and under certain
conditions, between the tramps and the 1,585 liners, and also more or less active com-
potition among the liners themselves, then it .would bo expeeted that any tendency in
rates would be quickly communicated to every ocean trade, and, whether rates were
high or low, that in every trade, as soon es the machinery of competition could operate;
rates wounld tond to be adjusted to a common basis of earning value to the vessels, that
is, so adjusted that vessels in one trade could not earn much more than vesseld ie any
of the other trades, This would mean an adjustment bearing some relation to distance,
but modified by time, load factor, and incidental costs. .

" \Whatever may-be the correct conclusions upon the general theory of ocean rates,
the facts regarding wheat rtes for six years are as set forth in diagram 20.. It has
never been found practicable to effectively organize the 4,100.owners of tramp vessels
for the fixing of rates. Competitive bidding is provided for in tramp markets at
Jeading centers throughout the “world-snd these -centers are in.constant cable com-
munication with each other. Wheat is an entirely suitablo cargo for tramps. Xt is
also highly desired by liners to supplement other freight. Ijners on the North Atlantic,
befors the days of freight conferences, occasionally carried parcels of. wheat for noth-
ing, and ¢ven purchased wheat when ballast was needod. - Under conference conditions
a minimum rate of 3 cents per bushel has boeni agreed upon, but even then a liner is
frea to carry up to 98,600 buahels at a lower rate on-any irp -when . more ballast is .
required. : . . )
A combination liner, that is a vesdol fitted to carry both passengers and freight,
is probably, when on & good trade route, the most ‘successful type of ocean carrier.
Having some passenigers, and some high-class freight, the combination liner, when it
wants wheat, can afford to carry it at a rato the tramp canno’ mgel. A large propor-
tion of the comparatively few combination liners in the world are in the Nozth Atlantie
trado, which is pre-eminently the liner trade. - Thesa liners take what whest they want
before the tramps ¢an get a chance at it. To do thic they must, as a general rale, keep
their rates on wheat within the minimum fixed by tie worldwide tramp competiticn,
and within that limit they may be expected to demand on every shipment as higha rate.

ae possible, -Competition among the liners- th ves must also be_a factor of some
importance. L. h

Effects on Canadian Wheat Ezxports—Returning, now, t‘o‘the distribution of Cana-
dian wheat exports as between Canadian and United States ocean ports, it may be
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suggested that the facts clearly indicate that the finers in the Montreal trade first take
what Oanadian wheat they want} that the liners at Boston, New York, Philadelphis, and
Baltimore have the sscond call on the business; and that when the liners are satisfied
the tranips enter the trade and they enter it first at Baltimore and Philadelphia, and
when the rates becoms relatively high they go to Montreal, :
.. Fig. 9 of disgram 19, with ita regularity of form, reprosents the capasity for wheat
of the Hners in the Montveal'trade during the summer, and thoss in the St. John and
Halifex trades in the wintes.” With liners, the capacity for wheat is, under ordinary
conditions, the amuunt of cargo space not engsged for higher class goods. In the
latter part of the season better-paying freight offers wore freely and less space s loft -
for wheat, but'if tho rates on wheat go up suficlently the liners may enlarge their ;
- -gecommodation for freight:—That the liners-in-the-Montreal trade- have the first eall . _ .
on the business is indicated, not merely by the somparative regularity of their takings,
but by the fact that they sometimes take nearly all the wheat offering. 8o long as the
Montreal liners will carry wheat across the Atlantio at rates not exoeeding those of the
linere from Now York or other Unitéd Statce ports, the through Caradian route should
be cheaper than the through routes by way of the United States, because the rates on
Canadian whea? from the interior to Montreal are generally, if not always, lower than
to the United States ports. Whether costs ver unit of cargo on the Montreal route
justify as favourable a rate as fiom New York may later ba inquired into, as may also
the practical effects an rates of the provision insérted in the coniracts between certain
liner companies and the Dominion Qovernment in sranection with the granting of sub-.
sidies, to the effect that rates from Montreal must not exceod rates from New York. At
this point, howover, it is sufficient to say that the Montreal liners scem to have the
firet ohofce of Canadian export whest.. Their immediate competitors are the liners at
United States ports. L i )

.. When the Canadian liners have no more pace they care to devote to wheat at
current rates, the competition for the balance is botween the liners along the United
States coast and the enormous floet of tramps scattered throughout the world. If the
United States liners desire more cargo they cen secure what they want of the Oanadian
surplizs wheat by making rates slightly telow the basis fixed by general tramp compe-
tition. As Eutope buys only so much wheat for delivery each month, there is not
ulways serious contiict between scaboard shipments of Canadian and United States
wheat, because if more Canadimi whent has been purchased for shipment i, a certain
month it is probable tkat less United States wheat will be préasing for export at that
time. A glance back at the wheat lines running to Boston, New York, Philadelphia
and Baltimors, i1t dlagram 18, suggests that thess lines are in proportion to the liner
capacitles at theso varigus ports and do not represent any wild scramble for business.

. _._.'.After the linérs slong ths North Atlantio have engaged to catry all the Canadian
wheat they ato prepared to tske withii' the ratos fixed by tramp competition, what™
remains over of the wheat must sesk tramp.veesels and ofter rates to attract ther.
Charter rates frum Atlantic range vorts are regularly lower than from Montreal or
from ports on the gulf of Mexico, and 5 soris could be advanced why they might be
axpected to be somewhat lower. - Whenever tramp rates from Atlantic Rapge ports
are lower than from other ports accessible to COsnadian wheat, then the tramps will
probably first enter the trade at Baltimore and Philadelphia, for the Teason that these -
two ports, with the sanction of -the-Interstate- Commerce Commisaion, enjoy a differ-

___ entis) o ex-lake grain of three-tenths of & ¢ent per hushel over Now York and Boston,
and, if a shipper can engage 4 tramp at Baltimore or Philadelphia for the same rates

_as from New York ov Boston, he can save thres-tentha of e cent per bushel by ehipping
~———{rom the former portr.—On-all-railehipments from-or through Chicago. Baltirore
enjoys.a slightly higher differential than Philadelphia, and it may be for-this reason

Baltimore stands first in tramp ehipments of grain. Tramp vessels may occasionally

be in such positions that they are willing to report at Montreal on favourable terms

ik v 1S
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as compared with any othsi North Atlantic port, but as a gereral rule rates offered '
for tramps from Montreal must be relatively high:

The above general interpretation of the facts adduced is offered only as a tentutive
working hypothesis.  Very niany more facts and eonditions must be taken into con-
sideration. Liners sail from United States ports to many ports not reached by liners
from Canadian ports and some shipments may not be opea to compétition by Canadian
liners. Again, wheat merchants in the United States buy Caradian whest on the
depreasions in price accompanying extreme marketings and help to earry over the
oxcess, The peaks shown in diagram 18 as diverted to the United States, uppear in
reduced form fn the shipments from United States ocean ports, the-balance being
spread over several months to meet the conditions of European demand. In so far
as individuals, whether merchants of the United States or of Canada, may choose to
finance and to hold this excess in the United States, thére is brought into play d divert:
ing force of a different kind from those just considerad. The whole appearance of the
- facts so far assembled suggests, however, that general transportation conditions on the
odean aro among the fundamental causes of wheat diversion and that these other
influences and motives may be only modifying factors. o .

But why are there not more liners in the Cenadian trade? 1f the large surplus
of Canadian wheat and other products which now seeks other ports of export could be
carried to Montreal ‘at least as cheaply, and generally more cheaply, why have not
more vessels entered the regular trade between Canada and Europet’ The distance on -
the Montreal route is rather shorter than on other routes and the time cannot bo

longer; what, then, of the load factort : <

- - Load factor on-the North Atlantic~~The importance of load factor in the trans-
portation problem has already been discussed (p. 25). Liners are vessels committed
to particular routes, and, in order that they may be able to coramand their share of ... -
competitive traftic, they must so arrango their load factor that they can afford to meet
the rdtes of liners on alternative routes, and also the ratés fixed by tramps on the basis -
of world-wide supply and demand. : L.

To satisfy the conditions-in-any-trade-there-must-be-vessels-enough-available- to———
carry the peak of the load, but it may not be possiblé to keep regularly on any route’
liners enough for this purpose. With traffic irregularly offered the season’s load factor
might be so unfavourable and costs per unit of cargo so high, that competitive rafes
could not bé met, - i .

Canada’s total exports to Europe of all elassc, of goods inereased, with irregulay
monthly fluctustions, to a great peak in the autumn months, while the jmports from
Furope aro pretty regularly distributed throughout the whole year. Measured by .
value, Canada,.in.the calendar. year 1913, exported to Europe, in_January, February,
March, and April, goods to the value of $43,146,701; in May, June, July, and August,
goods to the value of $69,838,920; and in September, October,- November and
December, goods to the value of $124,804,678. ) .

On the other hand, Canada imported from the United Kingdom, from which the
greater part of its European imports come, in the first four months of the same year
goods ‘to-the-value of £46,648,005; in the second four months, goods o the value of
$51,840,477; and in the last four months, goods to tho value of $42,033837.) _The
goods shipped to Europe are largely natural produots of great bulk in proporticn to

- value, while tha-goods-imported from -Europe, being- chiefly-finished-produets, occupy. .
comparatively littlo cargo space. If the Ca.mdian reutes were to be supplied with liners
eapable of handling Canada’s total trade with Europe, thesé liners must be numerous

enough te carry the maximum shipments in any month, and in that'caéq would_ havé

1 Complled from records ct ‘(he Customs Department.
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extremely light cargoes eastbound during most of the rest of the year and westboind
yperhaps uot enough cargo for ballast at any time. No account is here taken of the
passenger business and of mail or other subsidies, which must affect the ability of
liners to successfully handle somewhat irregular freight loads. .
* Undér these conditions of Cavadian trade with Purope, what load factor did the
vessels on the Montreal route work out in the season of 10131 There wasé unlonded at
Montreal in that seagon from all “Furopean countries 783,001 tons of freight, and thero
was losded at Montreal for Europe, in liners and in tramps, 1,647,146 tons of cargo,
giving a ratio of 2.3 eastbound to 1 westbound.!

Facts are not accessible to show the exact load factor on each of the competing
United States routes. Although the quantity of freight to be moved inward, anll- the
* quantity to be moved outward, must primarily determine the distribution of shipping,

statistics of tont In and tons out are obtainable for.very. few ocean ports in the world.
National revenues are collected on_valuds and port dues on registered tonnage, and
there are records of the numbers and sizes of vessels and how much their cargoes would
probably sell for, but little to show how full the vessels were, in or dut. In the absence
of published statistics for the United States one or two statements from authoritative
sources may be cited. In his work on “The Ocean Carrier” (p. 41), Prof, J. Russell
Smith, of the University of Pennsylvania, a recognized authority on transportation,
says:i— . .

" Noith America sends across the North Atlantic more than twice as many
 toris of freigst a3 Europe sends back. R

In his evidence at Washington in Jenuary, 1013, before the Committes on the

Merchant Marine and Fisheries (Tnvestigation of Shipping Coinbinations, Hearings,

vol. 1, p. 810y, Mr. Franklin, Vico-president of the Tnternational Mercantile Marine

Company, quoted flgures with. reapect to the  Atlantie Transport Line, rurining
Between Tondori and United States ports, showing cargo space not filled in the year
1012, These. figures show that o the average the vessels of the Atlantio Transport

Line brought to the United States on ench trip 5,100 tons of eargo, and took back to

Yondon 10/784 tons, or a ratio of 2.11 to 1. 'The following divect question and

anawer are recorded:—

M7, Hardy.—So that you export somewhere between two and- three times
what you import, is that the facti - .
. Mr. Franklip—That is right. : : X

- . These statements are in general acéordance with the load factor éxisting in the

_ Montresl trade, and theoretically it ‘might bé>Mfmﬁif‘ﬁﬁﬁﬁtiﬁ“y‘thrsame Gt s

load factor would be found at @l principal Forth ‘Atlantio ports. - Sailing bastbound,

& vessel cdnnot carry more than a full load, or say a load of 100, and a large part of
the bulk frefglt from North' Ameﬂéaibéii'fﬁ\‘ov’étu'e‘qsﬂy;ghm\ighioneiboﬂ as: another

and at only alight differences in cost. Large quantities of United Statea grain can
without any difficulty’ bo brought to Montreal and Canadian grain ‘to° the Atlantie
" Range porta-of the United States. Under these conditions, why would a }iné company
koep a vessel on the ‘Montreel route, or the Now York routs, or any one route, if it
could secure on that route an fnward load of only & little less than 80, when an
inward load of perhaps 75, or even 60, could be obtained upon another routet The
vessel with the regular inward load of 16 cotld make sufficient concessions in rates
{0 amact,tolnny,quth”Athgtjq ports all the cargo it conld carry ¢astbound, Under

frea competition vessels would at opre b diverted -from-the -less profitable to the o

more profitable route until ar ecquilibrium was established; and no agreements or under-
standings could long prevent an adjustment in some manner. Conditions change

avery season, and the whole subject is complicated by passenger traffic; ‘subsidies; port T P8

' 1 Compited from records of the Customs Department.
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differentiale, general railway interests and mnumemble other matters. It is not im-
yrobable, however, that among the liners load factor tends to be equalized all along the
North Atlaatio coast.

What inward- oargo was secured by the vessels on the Canadian routes? In the
fiscal $ear ending March 31, 1014, Canada imported from Europes goods to the value
of $181,762,645. ' Of this total, goods to the value of $169, 5ﬁ7,341 arrived at Canadian
ocean ports, and goodn to ‘the value of $12,235,204 arrived in transit through the
United ‘States.* That is to say, 93-27 per cent of Canada’s purchases in . Europe

came du'ectly to Canadian ocean ports, In the same year, Montreal received from all.

countries goods to the value of $6,351;080 in transit to the United States on through
bills of lading, and Canada exported to the United Siates “goods not the produce of
Canada,” that is, goods imported from other countries but not on through bills of
lading, to the value of $13,575,4742 1t iz hardly practicable to determine how

* much of this freight, of a total value of $10,007,463, hindled en routs to United States

points, came from Europe, but making reasonsble sllowance it is evident that the
freight carried inward from Europe by vessels sailing to Canadian ports must have
been practically equal to all freight frons Europe that was destined to Canada, and on
the Montreal route this gave an inward load of & little less than 50 in cumparison with
the outwatd load of 100.

If Canadian porta receive pmcncallv all the freight belonging to Canada, and if
- Montréal “reseivesits full “share, what-would -happen- if -vessels- encugh- were-intzo-
“duced into the Moatreal trade to carry all the Canadian wheat exportal If in 1013
this has meant a doubling of the total number of vessols between that Jort and Europe,
would each veasel have hsd an inward load of only 95 agsinst its ontward losd of
100, or is there any way in which more intransit freight for other couttries could
have been sccuredé If this latter had not been found practicable, then presumably

tho vessels in the Boston, New York, P!uladelphia, and Baltimote tiades would have

retained an inward load of approximately 0. Could such a condition have been
maintained, and how would t+. ot have been distributed!

Canada has never yet been Bblo to secure at Canadian poits enough vessels to
carry all the ('anadmn exporta; that is,'no measures so far taken to that end have
“been sufficient to seriously disturb the simple ecoriomio batanee of the load factor along
the North Atlantie coast. In éo far as tha proposed Georgian Bay cans! wuild be
expacted to very greatly increase the proportion of Caradian exports th:ough Cane.-
dian ocean ports, it will clearly be necessary to arrive at some estims'e of the per-
mancntjoumemcﬂng forss of the general load factor, or at least of t+.s-cost involved

in maintaining an ocean service on a less favourable economic basis than that pre—
vailing on competing routes.

Canada’s position in relation.to the problem of ocean transportation is different
" from that of any cther country at the present time, for-no other country has access
to £o many ports in a foreign country that can be reached almost as conveniently and
as cheaply as its own ports, and no other country, except the United States, is served
by an ocean trade i in which there are go many liners, which, therefore, dominate its

export traﬂie

———L’!‘mdpan&mmmouamm- 1914-15, Part 1, p..46..

2 Report of the Department of Cuatoms, Trade and Naleauon. 1914 ‘7 I
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OCEAN FREIGHT RATES IN 1818,

* It has not been found possible to complete for this report a comparative examin-
ation of the movements of trafiic and the coursca of prices and of freight rates under’
the abnormal conditions of 1914 and 1915, - A fow facts concerning ocean freight rates

 __on_wheat in the last four months of 1015 may, however, be briefly considered by way
of supplement to the geneval survey of ocean rates Ior thig-pix years-immediatoly-pre-—
. : : ‘

ceding the war. S, i)
In disgram 21 are shown the movements of wheat rates in the principal ocean

trades between Septeraber 10 and December 31; 1915 In fig. 1 rates on thia first day
of each weck have beep furnished, as in the case of diagram 20, by BroomhalWs Corn
Trade News, and for fig. 2 the high and low tramp rates per week by Comtelburo’s
Daily Freight Register. - As Aontreal rates seem to have kept within the limits of the
New York rates during all this period, only the latter are quoted, T

"It will bé noted that the whola range of rates ie extremely high. For the greater
part of the period limer rates in the New York trade wero 40 cents, and at one time
touched 43 cents per bushel. Such rates wero never bofore reathed under ‘modern
conditions,  Tn 1010 the average wheat tate from New York was 3.18 centa per bushel,
and for the five years 1909 to 1018 the average was 4.83 cents per bushel,

.

Rates in the North Atlantio trads hiad witnessed a spectacular rise_which.cul: . -

minated in the week of September 28 iri a final leap of 10 cénts per bushel. Tn its-.
. coursa the New York rate ling had crossed the Karachi line, although the Katachi
" youte s twice as long, and about October 10 the New Yotk rato was higher than the
Argentine rate, while thy Australia rate was comparatively very little higher, At this
period North Atlantin rates wero not only unprecedentedly high in themselves, but
_were relatively higbor, when compared with other ratés, than at any previous time.
The diagram shovs by what stages the rates, ‘thus thFgwu into confusion by the up-

“heaval in the North ‘Atlantic trade, began to readjust themselves. It will be'observed

that this readjustment was by way of a riss in the other rates and not by a drop in
- the New York rate, and that the. réadjustment was not quite acoomplishad up {0 the
end of December, chiefly because the ‘Australia rate had nét continied {ts rise.” Were
thesa developments in accordance with, tho laws and tendencies suggested as goneraliz-
ations from -the facts of normal tinwes or to what extent had new forces been

During the progress of the war 4 many vesscls , had been ;kéaa’—'bniﬁ—bﬁéa?&'ﬁﬂm{ﬁi T

putposes, and 6o many interned and Jebtroyed, that the world’s mercantile fleet of ocean

~ carriers ha V- siffered o material reduction.’ Ovérseds’ trade had also &t first been

gerjously” affocted, but the war scon created a Yarge trade of its’own and with an -

- jmprévement jn genéral commerce the demiand for tormage had becoms very insistent.

There followed an ‘uincompromising spplication of the law of supply. and domand, -

In the sutumn of 1915, the United States and Osnadd were: ths only’ fmpsrtant

sotrces of wheat supply for Ev fope. ” Southern Ruseia and Roumania were still blocked .

- —at-the Dardanelles, and Northern Rusaia’ could: gend out only very ‘amall’ quantities

thréagh Arehagel; the Government of Tndia was in control-of -the-supplies-in-that - -

country and was coriserving the sarplus; Australie, owing to the paxtial crop failnré in
1014 and pendiug~the harvesting of the new crop, had ‘pothing to. export; and the
"Argentine had already disposed of the greater part of its 101418 surplus. Demand for

*‘cargo space for wheat thus became _ghhordimrily active in the North Atlantio teade.. . o

-

1 Appendix, Table 34, p. 135, Statiatics.

’
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So much space had never before been nceded in that trade, for North- America was
called upon to furnish nearly all the import requiréments of Europo. ‘The first effects
on rates were therefore found in the North Atlantic trade. At the new high level of
rates the North Atlantic trade attracted vessels enough to continua to ship each week
ample supplies according to the estimated average weekly needs of importing countries,
but as ratez did not weaken there was apparently no large surplus of veasels available.
Tndia shipped no wheat at all during this pericd but made small shipments of
barley. The Argentine shipped some wheat and a good deal of corn, and Australi-
was waiting for tho new erop. There was no pressure in these trades, at least for

prompt _shipment. Indir’s—harvest ~was-some- months - distant, -but _it_soon_hecame

necessary for Australia and the Argentine to engage tonnage for the movement of the
new wheat-¢rop, which would be ready for market in December and January.- In
Australia, in view of the alarming conditions in the freight wnarket and in order to
eliminate the element of local competition, tho Government assumed the exclusive
management of export shipments and it was reported that certain firms of ship brokers
bhad been commissioned to engage up to 1,800,000 tons of freight room for wheat. In
tho Argentino the business was left in private hands, -

In the regular line trade with the Argentine and with Austrsiia were many vessels,
and other vessels would from time to time sail for the South Atlantic or for the Far
East with special outward eargoes, but the capacity of these vessels .would not be
adequate to move the quantities for which shipment was desired, and to obtain
additional vessels meant offering ratea equally profitable with those prevailing in the
North Atlantie trade. The United States and Canada had enormous surplusee, and
could continue to employ shipping. By tha tiine its new crop was ready the Argentine
* had bid fully the equivalent of the New York rates but the Australian Government had
fixed ‘an arbitrary limit of 95 shillings per ton (about 61 cents per bushel), beyond
which it would not authorize a contract. Under these conditions, Australia could not
expect to divert free tonnage from the other trades, but might secure such vessels as
bad other business in the Far East. S : ‘

In 1010, when the average New York-Liverpool “berth” rate on wheat was 8.18
cents, the uverage River Plate-Liverpool rate was 5.%8 cents, or a vatio of 1 to 1.82,
If the Now York rate of 40 cents per bushel be multiplied by 1.89, the result is 72.80
cents. Compared with. the average New Yotk rate for the whole five years, 1908-18, of
4.83 cents per bushel, the averago Argentine rato wes 8.60 centy, giving an average
ratio of 1 to 1.78. The distance is about 1 to 2, but modified by time and load factor.
The ratio between the average New York and Australia rates for the same five years
was 1 to 3.46. the distance on the Australia route baing 8% to 41 times as great as on
the Now York route, the shorter Australia routes being subject to fiuez Canal tolls and
delays. The Karachi route. is about twice as long es the New York route. but ite
averago rate for ti.e five years was about 2-41 times the New York rate, perhaps infu-
enced by the passige through the Suez canal. The Odessa route is only sbout 15 per

cent longer than the New York route, and its average rata was abous 1-83 times the

New York rate. These calculations are based on the Liverpool quotations, and can be
accepted only as a rough and ready measure of comparative zates. The tramp rates
cannot be satisfactorily averaged because in some trades quotatiotis are so. scattered,
but it would appear that on the whole the New York basis was relatively higher than
— with-liner -ratés; - while,- compared. with .the “other trades, Odessa and Karachi had

relatively lowes tramp rates than liner rates. Contrary to conditions before the war,

tramp rates in the New York trade in September, October, and November, 1018, were

rather lower than liner rates, but the ranks of the liners had been thinned by requisi-

tioning and interment, and in the enlarged trado they had become a much smaller

factor than formerly and, moréover, the great quantities of higher-class {reight offer-
ing made it less necessary to underbid the tramps for wheat.

L i
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Eetimatiug from the experience of the above five years, it would be necossary for
Augtralia to offer a rate of approximately $1.35 per bushel in order to attract vessels
that oonld find employment in the New York trade at 40 cents per bushel, or in the
Argentine trade at about 70 centa per bushel, Such a rate would, however, be absolutely
prohibitive under competitive conditions; and-yet-it would be relatively not as high a
rate as Australia paid in 1010, when the average rate was only 14:13 cents per bushel,

The conditions in 1915 thus bring out clearly one practical bearing of competitive
ocean freight rates on international trade, which might not strike the sttention ih
normal timea. Rates tend to rise with the pressure of demand, and competition thep T
tends to adjust rates in every trade to the same basis of earning value to the vess),

'b'uras’rstes*go'up-the'spread»widom,in»direanﬁ;ngmi it is tho apread which makes
the trading margin for one country as against another, When the New York raté ig 7
4 cents per bushel, the Argentine rate % cents per bushel and tha Austrelian: rate
_ 13 cents per bushel, North American wheat at tho seaboard has a spread of 3 cents per
bushel over Argentine wheat in the same position, and 9 conts pes bushe® over Australian -
wheat; but when the basis for New. York has moved to 40 cents per bushel the -~ . .-
spreads have become respectively 80 coots per bushel and 90 cents per bushel. Vessels
earn no more in the long-voyage trades than in the short zoute across the North
Atlantic, and there is no discriminaton, but North America Lias been ‘established in an
almost impregnable trading position. If, under these conditicns, Kurope must have
wheat from these three countries, North ‘America can sell its-surplue at a handsome
profit before the Argentine can get cost anid before Ausiralia can export at all. The
laws of supply and demand anG of competition operate in commerce as well as in
transportation, High ocean {reight rates confer a temporary commercial- advantage
,on countries served by short-voyage trades, but ultimately- the injurioud effects of exces-
sive rates must, of course, tend to react even on' the countries at first benefited.
“Western Canadian wheat flelds are further from the ocean than the Argentine ~
wheat fields, and-although interior transportation costs per mile in Canada are more
favourable, thq,’ArgcntinE is $11 & good competitive position when the spread in ocean
rates is only from 8 to 6 eentd per bushel, but when the spread iv 80 cents per bushel,
Western Canada can ‘oblain & good price for its wheat, can absorb the costs of all-rail
transportation in the wiriter ‘months and then cdn undersell Argentine wheat in Europe
even' in. the very months {n which Argentine wheat is intrinsically cheapest. - Avetralian
_wheat filds are much more éonvenient to the occan then: thoso of Western Canada,
and wheu océan rates are only from 10 to 13 cents per bushel higher than the Now
York rates, Australian hard wheat can compete with Canadian hard wheat in the
markets of the United Kingdom, but when very much greater spreads appear, this
becomes impracticable. Even the arbitrary maxirum rate of 61 cents per bushel fixed
by the Australian- Government-in-October, 1816, left & spread of about 20 cents per
bushel, which is much greater ‘thari the difference in interior costs; and it will'be™

instructive to learn how much wheat could be exported from Adstralia at a rate not
half as profitablé to the vesseld as the rates prevailing in oflier - trades, and whether
coripensation was obtained from ratés on othér goods inward or outward.’ Australia
‘roight; of coures, ba velieved from ' the dilemma (hus created by war conditions through
the exténsion of control hy the governments of Eutope over ocean trafio and ehipping
duting the continuance of the war.- R : S : St
‘Yt is evident that not only do the general conditions "of " oean ” transportation <
-~ latgely determine-the distribution ‘of international commerce, but that in’the one par-

- " ticular of o change in the basis of freight tates, and even wheii there 18 no-discrimina- -
tion' for or against any route, 4 factor exists of such varying power that {t may seem
to piodue(-; diffarent kinds of effeets according to the degree to which rates are raited
or lower s . o
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BANK RETURNS IN CANADA.

Trade and trafic must be financed, and therefore bank resources and methods,
rates of interest, and rates and facilities in connection with international exchange,
are fundamental conditions of production, commerce and transportation. Financial
conditions may assist or check development and influence the direction it takes, and
may be among the causes of the distribution and diversion of traffic.” For -these
reasons, financial facts should be examined together with all other underlying fauts,”
and with equal care. At this stage only a few of the main features of the resources
and business of the chartered banks of Canada will ba presented. ’

To what extent do the Canadian chartered banks assistin the financing of ovdinary
business in Canadal What proportion of their resources do they devote to this
purpose! How is the load they carry in this respect Jistributed throughout the year!
As safe and convenient depositories, banks gives gervice to the public; but their great
service to business is in the advances they make to facilitiate thie turn-over of busi-
ness. Most of the advances for commercial buginess purposes appear in the accounts -
as “Current loans and discounts in Caunda” This class of loan. oaly will be con-
sidered, in its relation to other importan® banking facts; although it should ba borne
in mind that the banks also make other Yoans in Canada, sich as loana to @Govern-
ments, and “Call and short” loans on the security of stock, debentures and bongds,
which are not all in connection with Stock Exchange business, but are often the formin
which advances are made for -commercial business. ~Call loans and loans to (overn-
ments are not relatively very Jarge and the totals do no widely fluctuate. -

In accordafice with the Bank Act, the chartered banks submit to the Minister of
Tinance statements covering the condition of their principal ‘accounts At the end:of
each month. These monthly returns contain all the main items of a balance sheet
which are of direct concern to the public.. The assets statement gives tho measure of
the total resources of the banlks dnd sets forth what they have done with these resoure:s,
whether they have loaned them 1o clients, invested them in securities of buildings, or
hold them in their vaults in the form of coin or Dominion notea: The labilities state-
ment shows where the banks have obtained these rezources, whether from gharebolilers,
from depositore, from their power to {ssue banks notes, or fror miscellaneous sov.rces.
In diagram 23, fig. 1, the important items of these monthly returns bearing oa the
financing of general business in Canada are presented for the six years 1009 to 1014.
This diagram gives amounts in dollars, while diagram 23 gives the relations in per-
centage of these amounts to the total resources of the banks in each month.!

Line, Ne. 1 in fig. 1, diafram 23, roprosents the total assets of the banks at the
end of each month, that is, cho total resources of the banks. The ebility-of the banks
to give service must bear 8 direct relation to their total resources, varying as these
resources vary, From ths beginning of 1802 to the middle of 1018, the total resources

of -the Oanadian chartered banks steadily increased, but in a elightly waring_line,
indicating small relative expansions {n resources sbout the months of May and June
_and somewhat more marked exparsions in Octobor and November, the lptter partly
. gccounted for by the exetcise of the power-to iseue .axcoes currency -t that time
Whether or not the increase in the resources of the banke kept pace vith the increase
in genera) trade and thereforo with the need for banking accommodation will-not here

be inguired into; but it is clear thet the resouroes actually in hand at a2y particular
time will set the limits wit‘hiﬁ which service can b performed. ..

A s o < 28

1 Appendix, Table $7-38, pp. 128-138, Statistics, 1909-15.




DIAGRAM N2 22

MONTHLY RETURNS OF CANADIAN CHARTERED BANKS
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Liune No. 2 indicates total liabilities other than liabilities to shareholders. Line
No. 2, therefore, divides the total resources of the banks into two parts. From the
base of the figure to this line is the part of the total resources derived from depositors
and other creditors, and created by the exercise of the power to issue bank notes: This
is by far the greater part of the banks’ resources, -Betwetn Yine No. 2 and line No. 1
i~ the part supplied by the shareholders in the form of paid-up capital, rezerve accounts
and profit and loss balances. ft is the irregularities in line No. 2-that cause the

~ {rregularities in line No. 1; that {s, it is the variations particularly in the deposits and
bauk note circulation that occasion the fluctuations in tho line of total resources, the
smounts bolonging to shareholders remaining fairly constant but showing a steady
increase.

Certain particulars are given separatcly in the remaining lines. Starting at the
base of the figure, the red line, line No. 8, gives the greatest amount of bank notes in
cireulation at any timo during each month. The power to issue bank notes is limited
to the amount of paid-up capital, plud any amounts deposited in the Central Gold
Iteserves, but provision is made in the Bank Act for the issue of additional bank notes
during the usual season of moving the crop to an amount not exceeding 15 per cent
of the combined unimpaired paid-up capital and rest funds of the banls, and certain
further extensions of this power were granted as temporary wWar measures. Bank
notes are issued only as there is a demand for a circulating medium of this kind, and
it will be noted that, except in the autumn months, the demand has not led to the con-
tinuous full exerciso of the powers of the banks in this respect.

Lixie No. 7, representing paid-up- capital, is practically a straight line with a slight -
steady rise. The paid-up capital forms only a small part of the total jéédﬁi‘ces“of'the"'

- baika. ~The “rest-or-reserve’ funds_of the banks have grown more rapidly than the
paid-up capital until they are almost cqual to the latter in amount. The rest funds
added to the paid-up capital give the total fixed contribution of thie sharehiolders to the
resources of the banks, and “these combined rest funds and paid-up capital accounts
ore indicated in line No. 6. Tt is the amounts represented by line No. 6, plus profit

y

and loss balances, that make up tho spread between line No. 1 and line No. 2.

Canadian chartered banks de not confine their business to Canads, but participate
in the international operations of Canadian trade and Canadisn finance, and through
their own branchea or through agencies they roceive deposits and malte loans in other
countries. . Loans and deposits elsewlicre-than in Canada are included in the totals of
the assets and liabilities, and will 1atér be referred to; but in this diagram only deposits

_in Canada and current Joans’ i Canads ere given

Deposits by the public are of two kinds, those payablé after notice or on & fixed

day, commonly called . “savinge depariment” deposite, and those payable on demand,
which ordinarily earn no interest but form the funds against which bank cheques are
{ssued. Banks must be prepared to meet instantly all d_emandsupon them, and cannot,
taerefore, loan out’or invest for fixed terms all the funds held by them, but must keen
in cash and immediately realizable securities such amounts as may be necessary to
meget any probable demanda. As a basis for making current loans, savings deposits
can be counted upon in a different way from demand deposits. For thia reason savings
deposits in Canada are shown separately in the broken yellow line, line No. 5. Tt will

* bo noted that deposits of this kind increased throughout the period without any very
marked variations. 1f: demand - deposits are added to savings deposits, the result is
ghown i line No. 8, which gives the total deposits by the publio in Canada.

- Coming now- to line No. 4, we have the amounts advanced each month in the form
»ofwrmntloan&ggmqigg&nada. These amounts, as already pointed out, do
not include call loans in Canada or 16ans to Canadian Qovernments, and, of course,
do not include loans made elsewhere than in Canada. Tt will be noted: °

19b—8
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1. That line No. 4 moves steadily upward from February, 1009, to September,
1913. The total of current loans increased year by year and almost month by montb.
Indecd, in the above fifty-five months there were only seven ocensions on which tho
current loans in any month were not greater ¢ 1 those of the preceding month. Se

even an expansion of business is rather romarkable, It is clear that there jsnothing

erratic in this part of the banks' business. So far as totals are conceined, there was no

withdrawing of resources from loans in one year or in one part of tho year, and no

sudden cxpansions at any time. Total loans wero not reduced in the summer months
to accumulate resources for the autumn, for summer loans were in each year greater
than the spring loans had been, and the loans each autumn were greater than the loans
in the sunnner, while the loans the following spring were, greater than in the previous
autumn. Loans expanded as total resources inereascd, but obviovely at a slightly
mbre rapid rate. ’

9. ‘Fhat current loans in Canada, which are made for fixed terms, wero greater
than the deposits in Canada placed in the banks for fixed terms, or subject to notice,
and that the current loans {ncreased faster than the gavings deposits.

3. That after September, 1013, loans were actually reduced in amount, -when the
reaction in business had set in, and that the trend of the line became d_ownwurd.

Business in Canada rapidly expanded from 1909 to naidsummer, 1013, but varied
in activity and volume at different pericds of the year. Bank loans had no jmportant
scasonal variations. The service rendered by anything depends, however, upon how

nein e aoften it.is,nsed in & given time. If business in Canada were turned over only once a

year,'and if bank loans wore ’Q'lrfé?'tw‘bl“e*month-periods,=thcn.onlS.Q}le,.AES:LVJSS;.i_“_k_EM,__g

year would be performed by the resources devoted to bank loans; but if business were
turned over twice year and loans averaged six ynonths, then. the effectivencss of the
1oans would be double, and use every three Toonths would quadruple the service. While
no facts have been obtained to show the average time of turn-overs in general business
in Canada, nor the average term of current loans, there esn be found in the records
of bank cleatings evidence as to seasonal activity in the use of such banking resources
as were at the disposal of individuale. Most business payments are made by cheques
drawn on demand deposit accounts, which accounts are partly at least the product of
" bank loans. If a cheque passes from a client of one bank to another client of the same
bank the exchange is sdjusted within that bank without any public record; but if the
exchange takes place between clients of different banks then the adjustment is made
through the clearing house and the totals so adjusted at the various clearing house
centres are regularly published. Clearing house returns are, therefore, the records of
the amounts that change panks from time to time.

In fig. ¢ of disgram 22 the monthly totels of bank clearings in Canada are
chown,! the solid black Yine giving the total clearings in each month for all Canada, -
the dotted black line indicating the proportion of the clearings in eastern Canada and ~
the broken line the proportion. in western Canada, including Fort William after -the

- -—--organization of the clearing house tiore in 1911. The linés of total deposits, demand
deposits and: enrrent loans in Canada are added to this figure g0 that comparisons of
amounts involved can be made, Tt will be noted that bank clearings show a wide range
of fluctuations, but that each year has the same characteristics, an increase in May
and July:and a much greater increase in Qetober and November. There are some
differences between castern and- western ¢learinge.- In-the last quarter_of the year,
from 1000 to 1913, bank clearings were more than double the smount of the demand
deposits. T it could-be assnmed that only cheques o Jemand ‘depoait accounts, and
hank note¢ withdrawn freta such accounts, were cleared; then in the Jast-three months
of the year &1l the amounte in all demand deposit accounts in Qanada chinged banks

SR .
1 Appendix, Table 89, p. 134, Statistics, 1909-15.
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DIAGRAM N2 23

PRINCIPAL BANKING ACCOUNTS
AS PERCENTAGES OF TOTAL RESOURCES .
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every two weeks, On several occasionsan amount equal, or almost ‘aqual, to. the total
of curréf loans was ekchangéd between banks in a month. This is greht activity; and
it takes no accyunt of the very large aggregate of adjustments made within individual
. _banks which do ot appear in tho clearings. There ia evidently business pressure twico
a year which is met by the frequency of the turn-over of-the banking resources at the
disposal ‘of ‘individusls, but-the total.of the. resources the banks afford to individuals
does nbt greatly vary, Perhaps eo rapid a turn-over in the autumn is undesirable and
- “mplies undug strain, or perhaps only at that time is the financial machinery working -
to full efficiency. - T, . s
Further interesting light fe"tlhirowi on current loans in Canada when percentages
are examined. In dlagram 23 the current loan line, live No. 4,-is one of the most reg-
ular, but in disgram 23, where the various accounts are represented in percentages of the
total resourecs, 1t betomes the most irrogular of all the Jinés. Bank deposits and other
funds fuctuated, but the loans wero véry steadily maintained and therefore the per-
. centage rolation showed marked changes. Then it is imanifest that between 1909 and

September, 1013, the banks put out iri current loans an-inereasing percentage of their.
resources each year. 'Current loanis in Canada- expanded relatively faster than any
other items in the accounts. - The oontraction, ifter September, 1018, is very strik-
ing in the percentage.line. “But perhaps the most  intereating of all the points.
in conneétlon with this }iné i3 that it plainly shiows that the peak load -is encountered,
by the banks, riot in ibe sutumn, but in the epring months. Inevery year this'is
true. With the aid of littlo greater bank note circulation, then required, with slightly
greater deposits and with greater activity in the turnover, the banks can handle the
rush of the sutvinn business and the moving of the crops.with a smaller relative dead
-ww;ajafnmuraurwmwmm;;ymf-mm;mmmﬂm&mn of
the year and it bocomes nécessary to carry ‘over_for sevéral months what Was not
liquidated in the sutumn. - If acoording to sound banking practice, there is only a

certaln porcentage of resources which can ‘safely ba dévoted to current loans, then it is

clear that; As business s at present organized in Canada, 2 strain tends to fall upon
the banks between January aud-May. This ia'a ¥ery important fact. .
“1¢ 1t should be decided, for example, that it would bo in the interests of the country
that a larger proportion of the wheat should be held over so that excessive autumn
marketings could be avoided, the question ‘would srite whether with the present bank-
iog resources it;would be practicabl carry a-much heavier Joad from January to T T in
May, and this would lead to sush otber questions s to how banking resources could’
bo increased, or how the busir.ess system could be altered to better distribute the load -
and to produce mote frequent turn-overs and particalarly in the spring months. How
far does pressure from the necessity of securing liquidation at least once within the
year account for the dumpirig in the autumn of many products, including wheat?
Do Qanadian banks devote a. proper. proportion of their resources to current loans
in Canada! ' Could still-further assistance be rendered in this vay, consiatently with
sound banking and the préecavation of the abeolute gescritiale of safety and of cash
and liquid reserves against every probable demahdt ; : R :

Could, binking resources. be indreased out. of local financial suppliest ' Banks
mobilizs the financlal resources of o’ country, . Have Canadian chartered banks satis-
Eastorily perfortned this fometion, that 14, st the banklrig sesouroca os laigo as the

conditions {n Canada meke practicable? - Individual banks can be judged only accord-
 ing to their effoxts to iricreaso \helr own resources, and according to the use thay make ~ -
~ “of such résources as.they have. 1f niore resourees are negded; a problem-would exist -
. et ot arivelve special reaponsibility o the part of any individual bank,
nor wobld responsibility Recessarily fall eolely on the bank eollectively. . If present = -

* banking fesd ces- are o} adequiate to “the n of Canidian’ business, wonld it be

wiser to teck: temporaty. additional ‘resources. to meet. the times of pressufe, or t0

-
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increase the permanent recources which \muld tben bocome a permanent -nnua]cham .
upon the country! Or to what extent should toth means be adopted!

Or shouid a oomp!eua, or a partial, solution f any difSculty that may enst be
sought in changes in business methods and in the speeding up of the financial machin-
eryl If the bosiness eystam of the contry is such thet long terms of credit are
granted and if, because of 50 much onecrop farming, many series of outstanding
credits ean be liquidated only once ¢ year, then tha same total of financisl rescurces
will accomplish much less than under a system of more frequent settlementa. Again,
if settlements are evenly distributed throughout the year instead of being erowded on
midsummer and the autumn, the same amount of resources will.do more work

- These questions are merely mentioned here as among the more olmons pomts sog
gested for contiderstion by the facts rubmitted.

With regard to the other lines in dugnm 23, a few otemhom may be mada
Line No. 1, total aseets, or total resources, is, of course, a straight line at 100 per cent.
From the beginning of 1910 to the end of the first quarter of 1915, the total Jiabilities
line adbered clogely_to the Jevel of 81 per cent. Whether or not the contributions of
sharcholders are as large as they should be, it is evident that daring this period they
increased proportionately as fast as the deposits and other resources of the banks.
In 1909, during the recovery from the depmxon of 1907-8, depomts increased fastet
than capital and rést accounts, and again in 1915 the growing accumulations of
public money in the banks, gave to the line shovnng liatilities to the pubhe an upward
turn.

Total deposits in Canada, line No. 3, varied only a little in percentage during the
whole penod, but formed a bigger percentagé of the banks' resources in 1911 snd
1912 than in other years. Lincs Noa. 5 and @ show scparately savinge depessits and
lomand deposits. 1t will be noticed that these two lines tend to approach each other
froin 1909 to the end of 1813. Savings deposits did not hold the same rate of increas
83 other bank funds, while demand deposits improved their percentage. - Relatively
more funds were kept in the ofen active accounts during 1911, 1912, and 18013. With
the contraction of business in the second half of 1913, savings deposits began to show
a relstive increase until the revival of business in (he second half of 1915. It will
be observed that the fluctuations in these lines occur at different times of the year,
jncreases in demand deposits oocurring st these periods which, ss indicated by the
bank clearings, are the periods of greatest activity in making settiementa. Snrings
defmm stand relatively highest at the beginning of each year. Has this any conpecs
tion with the fact that the banks are able, or are willing, at that hme to place a so10e-
what lirger pmportxon of their funds in current loanst

Line No. 7 gives the maximum bank note circulation in percentage of the total
resources.  Apparently from 6} per cent to 8 per cent of the resons-28 of the banks is
required to be in the form of a otmuhhng medium.

) Disgram 24 is added to show in its relative pmporhons the ordinary banking
business done abroad by Canadian chartered banks.  Call loans and current loans are
placed and deposits are accepted by Canadian banks “elsewhere than in Canada.”
In disgram 24 these acoounts are represented in their pere¢atage relation to the total
resources of the banks. Obviously the business done abroad is eomparatively small.
Canxdian banks derived about 6 per cent of their total resourcos from depoguts, and
placed about 5 per cent of their resources in éurrent loans, elsewhere than in-Canada- 3 5

hnhnho—phee&—u&kmabmd—nmntfmm—dmm—lﬂ—permtw“—
than 5 per cent of their total resources. The net amount of resources employed
sbroad, subtracting the deposits from the call and current loans, therefore varied
from almost 9 per cent to Jess than 2 per cent. Different banks engage in this busi-
ness in widely differing deyrces, but only totals can here bo considered. Call loans
abroad show the highest percentaget in 1909 and 1810, when business in' Canada had
not fully recovered frotu ¢ general depression. The percentage increased again in

.
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the early part of 1014 during another gen
carried abroad in the middle of the year than in either the spring or the autumn.
Funds wera evidently withdrawn from abroad in preparation for the moving of the
orop, but it is interesting to note that the extremo withdrawals are in most years in
the month of Jenuary, in preparation, apparently, for the peak. load of current loans
in Canada. After the outbreak of the war in 1914 these loans were sharply reduond:
Banks explain call loans abroad as a desirable investment for funds that must be

kept as jmmediately reslizable reserves.
A study of the principles and tha policy of banking cannot be undertaken as

being within the scope of tho special problems reforted to the Georgian Bay Canal
Commission, and this outline eketch of certain banking conditions has been intro-
“duced principally to suggest that, in connection with these speeial problems, discus-
sion should recognize that there are elementary fasts in finance, and that the problem
of finance is inseparable from the problems of development and of distribution.

eral depression. Larger percentages were






