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ABSTRACT

The first decade of the twentieth century witnessed an "assault" by
American capital on British Columbia timber, bringing this resource suddenly
into prominence as the main engine of provincial economic activity, govern-
ment revenue and private profit. Towards the end of the decade, the Con-
servative government of Richard McBride moved tentatively to regulate the
private use of Crown forests. Then, in 1912, a comprehensive Forest Act
was passed instituting conservationist principles, methods and goals that
were to be administered by the newly created Forest Branch of the Depart-
ment of Lands for maximum long-term benefit to the Crown.

The records of Forest Branch administration and policy have served
as the main source for this thesis. In addition, other published and un-
published government documents, newspapers, trade journals and records
of the various forest industry associations have been consulted.

By looking at five distinct areas of forest policy and administration
from 1912 to 1928, under both Conservative and Liberal governments, this
thesis demonstrates that, ultimately, private industrial development of the
forests was not compatible with a strong interventionist government, except
in the area of marketing. Despite the leverage provided to the provincial
state through direct ownership of most of the province's timberland, the
government regularly deferred to the immediate needs of the business class.
Lumbermen intervened in the administrative process and shaped policies that
suited their private economic priorities. These priorities eventually became

generalized as the policies of the Lands Department. In forestry matters

‘»



during the period 1912 to 1928, the provincial state, in spite of a substantial
amount of conflict between industry members and departmental officials,
served largely as an instrument of the forest capitalist class, rather than

A —————————

as an institution responsible to the people of the province.
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Chapter 1
INTRODUCTION

In his essay, "The Writing of British Columbia History," Allan Smith
notes that the "most important conceptual innovation" during the historiogra-
phical period of the 1930's and 1940's in British Columbia was "that derived
from the work of the staple theorists.“1 A new emphasis on the nature of
economic development conjoined, if it did not supercede, a previous historical
preoccupation with material and moral progress under the leadership of various
heroic individuals.2 Yet historians writing after 1960, while they have
addressed themselves to important contemporary concerns of race, class and
social conflict3 have not carried on, in any systematic fashion, an analysis
of the province's resource-based development. This thesis will attempt to
make a contribution to that very large task.

If resource policy and development have not been of central importance
to most contemporary historians of British Columbia, there are, nevertheless,
three writers whose work can serve as a point of departure for an examina-
tion of the relationship between the provincial state and the capitalists in-
volved in exploitation of the province's forests. A question central to that
relationship is the degree to which Crown ownership of timberland gave the
government leverage in extracting rent and regulating the practices of forest

companies. In Land, Man and the Law: The Disposal of Crown Lands in

British Columbia, 1871-1913, Robert E. Cail rather uncritically appraises the

forest tenure policy formulated in 1905 under which yearly licences to cut
timber were sold, while ownership of timberland remained vested in the
Crown. Cail, without investigating how the system actually worked out in

practice, exaggerates the theoretical significance of Crown ownership and



leaves one with the false impression that after 1913 it provided the basis for
government intervention in, and control over the industry in the interests
of the people of the province.u

Crown ownership of timberland need not necessarily lead to positive
state intervention. Much depends upon the degree to which the state can
maintain a position of autonomy in relation to the needs and demands of the
business class. Should that class succeed in making of the state a mere in-
strument of its special interests, then Crown ownership could just as easily
be used to subvert as to protect the people's interest in the resource. In
those areas of policy considered below there was a striking inability if not
unwillingness on the part of government to take full advantage of the potenti«l
leverage provided by its position as a landlord. Timbermen succeeded in
penetrating the administrative process and in shaping policies to their private
investment and development priorities. These private priorities eventually
became generalized as the political priorities of the governments in power,
despite the existence of an independent forestry bureaucracy established in
1912 to regulate and control the forest industry.

What, then, was the origin, function and purpose of that bureaucracy?
It developed within the historical context of the conservation era in North
America. As part of that Progressfve tradition which helped reshape the
United States of the early 1900's, the conservation movement was instrumental,
as S. P. Hays has written, "in the transformation of a decentralized, non-
technical, loosely organized society, where waste and inefficiency was rampant,
into a highly organized, technical and centrally planned and directed social
organization which could meet a complex world with efficiency and purpose."5
The conservation movement was not "a reaction against large-scale corporate
business, but, in fact, shared its views in a mutual revulsion against un-

restrained competition and undirected economic development."6



In British Columbia, the forest bureaucracy was created by the Conser-
vative government of Richard McBride under the guidance of two local
"Progressives," Lands Minister W. R. Ross, and industrial magnate A. C.
Flumerfelt. Its basic purpose was to protect the long-term interests of the
Crown in the timber resource through promotion of large-scale, efficient and
regulated corporate development. As Ross reported to the legislature in 1912,
British Columbia faced a similar situation with regard to conserving the forests
as the United States had faced a few years before. The government thus rea-
lized that a thoroughly efficient forest service "was a first essential of conser-
vation." Like the United States, it hoped to create one that would be "a model
for the continent."7 An epoch was drawing to a close, Ross declared,

the epoch of reckless devastation of the natural resources with

which we, the people of this fair young Province, have been en-

dowed by Providence... That rugged, rudimentary phase of

pioneer activity is doomed to end. The writing is on the wall;

the writing--to put the simple fact--is in this Forest Bill. Armed

with that weapon...the Government of British Columbia will under-

take the work of forest conservation.8
Nevertheless, what the government had in view was "a sane and businesslike
policy of conservation, free from sentimental extravagance, and taking into
account the many practical difficulties, impediments and risks the lumberman
must encounter in his strenuous occupation." It would be a policy designed
to suit "the general sunshine of prosperous developmer;t" anticipated with
the imminent opening of the Panama Canal which would cause "new currents
of the world's commerce to flow to and from the coast."9

Robert H. Marris has made use of the idea of conservation in his
"Pretty Sleek and Fat: The Genesis of Forest Policy in British Columbia,

1903 to 1914." But Marris' thesis is based on the assumption that Conserva-

tive forest policy was designed merely to provide a revenue windfall with

which to finance public works and supply the party patronage network.



Thus Marris tends to neglect the emphasis that the McBride government gave,
particularly after 1907, to the promotion of industrial development. Conserva-
tion rhetoric was used by the lumbermen, he writes, as a "lever to pry from
the government...further concessions" in the form of such things as the ex-
tension of timber licence tenure.lo But, says Marris, when a "real" conser-
vation issue, such as slash disposal, was considered, "it was seldom talked
of in terms of conservation, but rather in terms of cost.“”
The point is, however, that tenure stability and long-term fixed charges
were seen by the government as real conservation measures, in Hays' sense
of the term, insofar as they would promote efficient, large-scale industrial
development. By focusing on the revenue-raising aspects of Conservative
forest policy, from the sale of cutting rights, Marris obscures this point, and
thus provides no basis for an understanding of the creation of the Forest
Branch in 1912, nor for its subsequent active role in the administration of
the forests under the Tories. Moreover, without understanding the origins
and intended function of the forestry bureaucracy, it is difficult to understand
the tensions within the state structure that developed, almost immediately,
over forest policy issues, and profoundly altered the function of the Forest
Branch during and after World War One.

Marris' account of Conservative forest policy adheres closely to Martin

Robin's depiction of McBride's "Carnival of Graft" in the book, The Rush for

Spoils: The Company Province, 1871-1933. According to Robin's scenario,

Tory forest policy, directed largely towards the rapid accumulation of re-
venue, was intended to fuel "Bowser's grimy machine and McBride's sky-blue
vision of a great northern empire."u No doubt the pre-war McBride era was
characterized most noticeably by a speculative frenzy, and the timber industry
was no exception. But after 1907, the Conservatives did make a concerted

effort to promote and rationalize industrial development of the forests. To see



the 1907 moratorium on the staking of timber limits, and the 1910 amendment
making timber licences perpetual, as designed merely to facilitate speculation
is a distortion.13 This narrow view arises, in part, from Robin's heavy reli-
ance on a critique of McBride's land, railway and resource policies written
by muckraking technocrat, Moses Cotsworth, for the Liberal oriented
Ministerial Union of the Lower Mainland of British Columbian.“| The Liberals,
who utilized Cotsworth's publications to good advantage during the 1916
election campaign become, for Robin, the reforming party of "middle class
progressives.“15 Even as late as the 1924 election they are able, according
to Robin, to benefit politically from the "ingrained business ideology of both
the Conservative and Provincial Parties."16

It is true that the Liberals came to power pledged to such things as
civil service reform, an end to patronage, implementation of prohibition,
women's suffrage and honest management of natural resources. Investigations
and inquiries were immediately launched, social and labour legislation enacted,
and attempts made to deal with the problem of returning soldiers.17 But
Robin's caricature of the two provincial regimes--the one, graft-ridden boom-
sters, the other, "virtuous progressive reformers"--obscures an important
element of continuity and does not help one understand the Liberal administra-
tion of the 1920's, nor its forest policy. To be sure, Robin's Liberals do turn
out to be almost as opportunistic and corrupt as his Tories when the initial
blush of reform zeal wears off, but only in a petty, rather bumbling way,
not on the grand scale of the McBride-Bowser regime. Robin's overly-
schematic thesis ignores the extent to which the Liberals also partook of an
"ingrained business ideology."

British Columbia, in the 1920's, was still in the formative stages of its
economic and social development. During its period in office, the Conserva-

tive government's capital expenditures had been proportionally higher than



in most of the provinces in eastern Canada. Resource revenues, carefully
husbanded during the first five years, had been used to finance public works
spending and railway promotion on a fairly large scale. But these expendi-
tures were continued even after the collapse of the economic boom in 1913
brought a reduction of resource r'evenue.18 When the war ended, the Liberal
government found itself necessarily committed to rapid economic growth through
private exploitation of resources as a means of establishing a firmer economic
base for an over-extended adminstrative and transportation infrastructure.
Any government not committed to such a policy could not have stayed in power
for long. Yet, at the same time, the Liberals also inherited the nucleus of a
fairly advanced forestry bureaucracy which, after the war, they enriched and
expanded with capital expenditures and new recruits.

Unfortunately, private exploitation of the forests under conditions of
competitive markets, economic fluctuations and geographic disadvantages did
not always harmonize with scientific management principles. Conflict arose be-
tween forestry officials and lumbermen, with the politicians caught somewhere
in between. The bureaucratic apparatus created by the Tory government to
serve as an instrument of efficient private corporate development had to be
recaptured by the lumbermen, usually with the help of the politicians, in
order to serve as a vehicle to facilitate an inefficient, short-sighted and
rapacious exploitation of the forests.

During the economic disruption associated with the war and post-war
periods, especially, lumbermen were not prepared to accept fairly advanced
and sophisticated government intervention in, and regulation of their industry,
even in the name of efficiency and large-scale, long-term industrial develop-
ment. The pragmatic Lands Minister, T.D. Pattullo, who spoke quite often
in defence of the industry, was fond of noting that, in forestry matters,

"we can move just as fast and no faster than economic conditions will permit.“19



Under Pattullo's guidance, joint business-government advisory committees
were formed to regulate export of unmanufactured logs, to administer forest
protection finances, and to supervise log scaling procedures. Bureaucratic
linkages in the area of market extension, initiated during the war under the
Tories, were continued through a joint business-government marketing com-
mittee. And for the two years, 1923 and 1924, the royalty committee of the
Timber Industries Council, along with a committee of Lands Department
officials, constituted a virtual executive board to determine royalty policy.

In the cases investigated below it will be shown that these bureau-
cratic structures served to permit the lumbermen to protect their immediate
business interests whenever these came into conflict with the long-term policy
priorities of the Forest Branch. In areas of administration where such struc-
tures did not exist, such as in timber allocation, the business attitude per-
vading other aspects of policy tended to dictate the direction of departmental
decisions. The provincial state under a Liberal administration, at least insofar
as forest policy was concerned, had become, once again, by the mid-1920's,
a mere instrument of the lumbermen.

Crown proprietorship, alone, was clearly an insubstantial safeguard
of the people's equity and long-term interest in the forest resources. In the
final analysis, the trend toward administrative integration of the business
class and the state apparatus was essentially undemocratic. As H. V. Nelles
concluded in his study of the politics of development in Ontario, "responsi-
bility for vast industrial enterprises narrowed the vision of government and
deadened its sense of responsibility to other social groups.” In speaking of
the demise of responsible resource management in Ontario, Nelles might well
have been summarizing the course of events in British Columbia during the
period of this study when he concluded that, "Businessmen had succeeded

in generalizing their ideology, or in identifying their interests completely



with the public interest largely through their political influence. "20

1 have chosen to look at British Columbia forest policy and administra-
tion from 1912 to 1928 in five different areas: tenure and royalties, forest
protection, market extension, log exports and timber allocation. Within each
of these five chapters | will attempt to demonstrate that, despite the growth
in size, expertise and technical sophistication of a forestry bureaucracy work-
ing within the framework of relatively advanced legislation, the forest capitalist
class, with the aid of provincial politicians and ultimately civil servants, was
able to assert its short-term private economic priorities over those longer-
term resource management goals of the foresters. In the frontier debtor pro-
vince of British Columbia, where rapid economic development through resource
exploitation was a widespread social dogma, and the continuous attraction of
outside capital the way to political valhalla, there was ultimately little scope
for advanced forestry or for a "people's share" in the highly competitive and
unstable forest industry. What is more, with a vast and seemingly inexhaust-
ible timber supply, there seemed to be plenty of opportunity in the future
for more scientific forest management and a greater Crown share of timber
revenue once the industry had established itself on a firm economic founda-
tion.

Before proceeding with an analysis of policy, however, a brief discussion
of the structure of that industry would seem to be warranted in order to estab-
lish the economic foundation out of which the relationship between forest
capitalists and the state developed. There were two main sides to the industry--
producing and non-producing. The non-producing side, composed of timber
investors, large timberholding companies and various firms involved in timber
brokerage, is the most statistically obscure. Of course, the producing side
of the industry held vast areas of timberland both for immediate operation

and for speculative profit. But it is clear from the descriptive evidence that



timber was held in large quantities by non-operators strictly as a speculative
investment. Many of these forfeited their licenced holdings during the
troubled period from 1913 to 1921. But a strong timberholding element
struggled through the war, organizing, in the 1920's, into a vocal provincial
lobby within the Timberholders' Association of British Columbia, and having
a profound influence on the formulation of government royalty policy.

The producing side of the industry was composed of six major sectors:
lumber, shingles, pulp and paper, boxes, minor products and logging. These
six sectors were divided into two main geographical areas--the coast, and the
mountain (or interior) regions. A line drawn from Hope, in the south, to
Stewart, in the north, would represent an approximate boundary between these
two areas. The interior region was twice the size of the coast zone, but the
latter was the more productive, by far (see Table 1). The rain forests of
the coast and Vancouver Island were much denser and produced better quality
timber than did those of the interior. Douglas fir, red cedar, Sitka spruce
and western hemlock were the most useful and marketable species in the pro-
vince. The interior fir was poorer quality. Engelmann spruce, comprising
40 percent of the mountain stand, was good for both lumber and pulp but was
not as high a quality as the coastal fir, spruce and hemlock.21

The main shingle timber, red cedar, was almost exclusively a coast
phenomenon, as was the shingle industry. In 1923, 98 of 107 shingle mills
operating in the province were located in the Vancouver Forest District. The
other nine were in the inter‘ior‘.22 Approximately 36 of these mills were identi-
fiable as exclusively shingle mills. Thirty-nine were integrated operations
with shingle and lumber production combined. The remainder were not posi-
tively identifiable. 23

The pulp and paper industry, also, was located on the mainland coast

and Vancouver Island, to make use of ample supplies of spruce, hemlock and



TABLE 1

Total Amount of Timber Scaled in British Columbia

(in board feet)

Year Interior Coast Total
1912 325,371,873 1,075,000,000 1,400,371,873
1913 361,868,550 1,075,173,389 1,437,041,939
1914 277,909,800 689,080,000 966,989,800
1915 187,469, 000. 830,169,000 1,017,638,000
1916 268,212,000 1,012,051,000 1,280,263,000
1917 311,529,000 1,335,746,000 1,647,275,000
1918 330,478,976 1,430,705,430 1,761,184,406
1919 347,708,667 1,410,621,328 1,758,329,995
1920 450,304, 364 1,596,164, 595 2,0u46,468,959
1921 382,762,680 1,407,254,685 1,790,017,365
1922 343,873,639 1,555,284,634 1,899,158,273
1923 421,862,885 2,099,872,396 2,521,735,281
1924 482,990,787 2,066,709, 394 2,549,700,181
1925 450,696,920 2,160,569,607 2,611,266,527
1926 B75,329,748 2,442,789, 454 2,918,119,202
1927 42,271,776 2,411,430,686 2,853,702,462
1928 482,964,420 2,723,941,046 3,206,905,466
Source: "Appendix to Forest Branch Annual Report (1940),

Consolidated Statistical Tables 1912-1940," B.C.,
Sessional Papers, 20th Parl., 1st Sess., 1941, p. F63,
Table #5 (hereafter cited as "Consolidated Statistical
Tables").

10
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cedar, as well as existing water power sources. In 1921, there were seven
mills in existence, of which two were on the Island and five on the mainland
coast. However, at one time or another during the period from 1912 to 1928,
all but one mill had financial problems which forced either closure or suspen-
sion of operations.zl‘l Despite the efforts of the provincial government, the
industry remained underdeveloped during the 1920's in relation both to the
lumber and shingle sectors, and to the pulp and paper industry in eastern
Canada.25

The different topographies of the two regions also conditioned the
structure of the industry. Coastal topography was often more difficult for
logging, but access to water facilitated operations even in areas remote from
major population centres. Thus, the two main sectors of the industry on the
coast, logging and milling, tended to remain unintegrated, with some outstand-
ing exceptions.26 In the mountain region, the majority of the companies were
integrated logging-milling operations. Lack of natural water transportation
and the dispersed nature of the timber stands meant mills were usually estab-
lished close to timber supplies and logging was done as part of the total com-
pany operation.

The most important sector of the manufacturing side of the industry
throughout the period was lumber production. Before and during the war,
close to two-thirds of the total value of forest industry production was in the
form of lumber. By the 1920's, this proportion had declined to approximately
one-half (see‘Table 2). Throughout the period 1914 to 1928, the number of
sawmills in operation fluctuated quite considerably in response to demand.
The tendency was, however, for the larger mills to remain in operation, while
the smaller ones were more likely to suspend production or fold completely

(see Table 3).
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During the pre-war period, from 1909 to 1913, economic expansion on
the prairies resulted in a tremendous boom in the lumber and shingle industries.
With economic collapse in 1913 and then world war, the lumber industry was
in disarray. Without substantial offshore markets to help take up excess
supply, the industry went into a severe slump. War demand prompted a re-
vival in 1916, but the province's geographical disadvantage meant it benefited
less than the eastern provinces. A short-lived post-war boom was followed
by depression. Only with the re-opening of the Panama Canal in 1921 and
the return of a modicum of economic stability did the lumber industry revive.
Eastern United States and eastern Canadian demand was supplemented by
Japanese and European exports and a revival of the prairie market during
the middle of the decade.27 By 1926, the number of operating lumber mills
had peaked at 391.

The logging sector of the coast industry is difficult to characterize.

In 1914, according to Forest Branch figures, there were 269 logging operations
in the coastal region, including Prince Rupert, Vancouver Island and Vancouver
forest districts. By 1923, this number had grown fairly steadily to over 1700.

8 How-

Over the next four years it evened off at between 1,400 and 1,500.2
ever, in 1925, the leading coast forest industry association estimated that in
the Vancouver District 66 operations produced 88 percent of the total cut,
while 890 others looked after the rest.29 These figures indicate the clear
dominance of heavily capitalized firms in the logging industry along with the
survival of hundreds of small independent operators. This concentration

of capital, by the mid-1920's, was part of a general trend toward corporate
mergers and concentration taking place across Canada after World War One.30
But it was facilitated by government tenure policies, as will be shown below.

Furthermore, difficult logging conditions in the coastal region, coupled with

a growing demand for British Columbia lumber, tended to bring steam-powered
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donkey engines, high load skidder systems and logging railroads into the pro-
vince's forests in full force much sooner than was the case in eastern Canadé.31
Year-round logging, except during periods of severe snow or fire, further
justified heavy capital investment.

The source of that investment in logging, milling and timberholding is
of some interest as well, since along with concentration came foreign capital.
By 1930, 68 American-controlled companies held 55.8 percent of the value of
shares issued in timber, logging, saw and shingle mill companies in the pro-
vince. British Columbia residents, of whom several may well have been
American citizens, held 29.77 percent of such shares in 209 companies. Eight
other Canadian-owned companies held 6.39 percent of total shares.32 Again,
these figures indicate a process of capital concentration, largely foreign, but
one which still left room for smaller, local companies to compete with bigger
American-owned firms. It was part of a larger Canadian trend which saw the
total stock of foreign investment in the economy grow from $3.8 billion in 1914
to $5.7 billion in 1925. This increase was due largely to American investment
which rose 265 percent during the period, while British investment declined
in absolute terms. By 1925, the United States replaced Great Britain as
Canada's chief creditor.33

Much of this American investment in British Columbia had been actively
sought by the provincial government as early as 1905. The desire to sustain
and increase the level of investment, in fact, conditioned many of the policy
decisions made over the subsequent two decades. The discussion of policy
and administration that follows should thus be viewed within the context of
what historian Arthur Lower has referred to as the "North American Assault

on the Canadian Forest." Time and availability of evidence has prevented a

thorough investigation of corporate linkages, sources of capital investment
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and social and national origin of individual lumbermen. Nevertheless, it
should be understood that conflicts over royalty, forest protection, log
export and timber allocation policy were conflicts between the provincial

state and an industry dominated largely by extra-provincial, and mostly

American, capital.
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Chapter 2

THE EQUITABLE POSITION: PRE-1912 CROWN TENURE

By the beginning of the twentieth century, British Columbia remained
as one of the last virgin timber frontiers in North America. The gold rush
experience of the 1860's had its parallel in the timber rush of the 1900's.

The government was again caught unprepared. Vast forests comprising much
of the province's hinterland were as mysterious to the small entourage of
officials clustered at the southern tip of Vancouver Island as the depths of
the ocean surrounding them. While migrant timber investors knew little more
about the exact nature of the province's forests, they often had the advan-
tage of woods experience elsewhere. Familiarity with the North American
timber and forest products business was a powerful tool in bargaining with
governments. Incoming entrepreneurs sought to take advantage, while they
could, of administrative weakness and ignorance by establishing long-term
tenure conditions favourable to profitable enterprise. Government officials,
beginning to develop their own priorities, scrambled to establish an admini-
strative framework which would enable them to extract maximum economic
benefit from the newly attractive resource while, at the same time, encourag-
ing industrial development.

A tenure policy temporarily satisfactory to the industry, and a
forestry bureaucracy to administer it, emerged simultaneously between 19509
and 1912. Timber licence holders were granted permanent tenure, but charges
were left adjustable from year to year at the discretion of the new Forest
Branch of the Department of Lands. It was thus possible for the government

to capture part of the increment from the expected rapid appreciation of
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stumpage values. But the absence of any explicit definition of either the
government's or timberholder's equity in licenced timber left the industry un-
easy. Under the 1912 Forest Act an "unfriendly" government could step in

at any time and confiscate the licence holder's accumulated investment.

Yet, without precise knowledge of what the future value of British Columbia
timber would be, it was difficult to establish a long-term scale of charges
that would guarantee both a reasonable profit for the industry, as well as a
fair return to the government. The attempt to find that equitable position
during a period of wildly fluctuating economic conditions was the major tenure
policy issue of the twelve years following the formation of the Forest Branch.
Ultimately, despite the existence of a relatively sophisticated forestry bureau-
cracy, both Conservative and Liberal governments failed to implement policies
to protect the long-term interests of the public in the value of standing
timber on Crown land alienated previous to 1912. Instead, attraction of out-
side capital and rapid private exploitation of the forests emerged as the chief
priorities of both government and industry.

Aside from the direct alienation of timberland by Crown grant, which
had been phased out by 1896,1 there were two major forms of saw timber
tenure in British Columbia before 1912. Under both of these, only timber was
alienated, the land remaining the property of the Crown. Until 1903, the
timber lease was the normal method of holding Crown timber. For a nominal
annual ground rental, lessees held cutting rights over tracts of timber of
varying sizes for 21 years. The actual timber was paid for only when cut,
at the royalty rate of 50¢ per thousand board feet. But as British Columbia
stumpage became more valuable with the westward movement of the North
American forest frontier, the government grew increasingly unhappy with
the locking up of Crown assets at fixed rates for two decades at a time.

For American and eastern Canadian timber speculators, the costly requirement
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to construct a mill of a certain capacity (though not necessarily to operate it)
was an unattractive aspect of most timber leases.

The other form of Crown tenure, the one-year timber licence, con-
tained no mill requirement, but neither did it provide security of tenure, fixed
rental or transferability from holder to holder. Only one licence of approxi-
mately one square mile could be held at one time. Between 1901 and 1905,
using the timber licence as a basis, the governments of James Dunsmuir and
Richard McBride devised a form of tenure to provide incentive for timber in-
vestment, and security for operators, without entirely forfeiting the Crown's
right to a share in appreciating stumpage values.3

To facilitate financing of operations, in 1905 , McBride's Conservative
government made existing licences exchangeable for more secure 16-year
licences, renewable annually with fixed rental and royalty for the entire period.
For future allocations, the timber lease was replaced with a new 21-year li-
cence, renewable yearly. While lumbermen had persistently requested per-
petual tenure with charges fixed for 21-year periods, both governments
refused to bind themselves to such restrictive conditions. However, McBride,
not oblivious to an opportunity for obtaining much needed revenue, did re-
move all limitations on the number of licences per person. More significantly,
the Conservatives made this form of tenure transferable, transforming the
licence into a commodity for speculative investment and exchange.u

Thus, by 1905, the special timber licence had emerged as the most
important form of Crown timber tenure in British Columbia, though it was
still by no means ideal as far as American timber investors were concerned.
Nevertheless, a conjuncture of economic factors neutralized their reserva-
tions, resulting in an unexpected bonanza for the provincial treasury.

Rapid prairie settlement, a new transcontinental railway venture and antici-

pated construction of the Panama Canal, accompanied by strong local population
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growth; a construction boom and natural resource promotion, created tremen-
dous expectations of increasing timber values.6 Moreover, a depletion of
timber in the eastern and southern parts of the continent, and the placing
of 75 million acres of western United States forest land under federal reserve
in early 1907, made British Columbia timber much more attractive to American
Iumbermen.7

Given these factors, it is difficult to understand why rentals were set
so low (22¢ per acre per year on the coast), particularly when timber licences
were quickly resold by stakers at prices ranging from $6 to $10 per acre.8
The market price of licences was, of course, partly conditioned by this low
yearly rental charge and would have been lower had'rental been higher.
There was, however, a set of pre-existing circumstances which conditioned
Conservative tenure policy in 1905. A large portion of unalienated Crown
timber was remote from markets, inaccessible for operation and thus not
terribly attractive for immediate sale and use.9 Even the more accessible
stands were of poorer quality and harder to log than the already alienated
timber in British Columbia, Washington and Oregon.10 Furthermore, the
operating industry, as well as the stumpage market, was already amply sup-
plied from the Esquimalt and Nanaimo Railway grant lands, the Dominion rail-
way belt and early Crown-granted timberland. None of this timber contri-
buted royalty or rental revenue to the treasury, and for this reason was often
a more attractive investment than Crown timber licences. 1 To capture any
significant immediate timber revenue the government was almost forced into
a policy of licencing millions of acres of timberland, mostly for future use,
at rental charges low enough to be attractive for that purpose.

In less than two years, until a timber reserve was imposed in December,
1907, the combination of economic factors and reasonably favourable tenure

conditions contributed to a rapid alienation of 12,000 square miles of forest.12
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Much of this timber passed quickly through the hands of local speculators in-
to the possession of American investors and Iumbermen]3 Investors from such
places as Minnesota, Wisconsin, Kansas, lowa, New York, Washington and
California made local timber stakers rich overnight with the hope of even
greater profits for themselves in the near future.m The trade journals dur-
ing this period were full of announcements of large-scale transactions. With-
in the first three-and-a-half years after the timber reserve was imposed,
over 13,000 licence transfers were registered.]5 In June, 1907, the Lumberman

and Contractor reported that

Wealthy lumbermen from the United States, men who own large

manufacturing enterprises in the eastern and middle western

States, and even those operating in the Pacific Coast States of

the Union, have been literally pouring their money into British

Columbia. 16
Whereas total capital investment in the province's timber industry had not ex-
ceeded $2 million in 1900, by 1910 American investment alone in mills and
timber reached $65 million.17 By 1909 it was estimated that 75 percent of all British
Columbia's timber resources "was under American ownership.1

Much of this timber was controlled by timberholding companies for
speculative purposes, or by large American manufacturers for use when
stocks in the United States were depleted. Stumpage values, it seemed, were
almost certain to rise, and if government wanted to capture any future in-
crement, it would have to establish an equity position at the outset before
intensive investment and a concentration of holdings under existing tenure
conditions made an increase in charges more difficult to implement.

Timber royalties had not been raised from 50¢ per thousand board feet
since they were instituted in 1888. But when an increase to 75¢ was announced
in April, 1907, the industry objected strenuously.19 Under heavy attack,

Chief Commissioner of Lands and Works, F. J. Fulton, postponed legislation

until the 1908 session so as not to prejudice existing contracts of operating
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lumbermen.20 But the international financial crisis of late 1907 intervened
making royalty increases the following year out of the question. By the time
financial and trading markets had improved, the licence holders, whose
numbers had rapidly swelled in the interim, were embarked on an aggressive
and organized campaign for stable tenure conditions, including fixed charges.

Temporary tenure arrangements that were deemed acceptable to 2,000
licenceholders in 1905 were considered inadequate by 1908 for the orderly
harvesting and marketing of 15,000 square miles of timber. American lumber-
men complained that inaccessibility of their stands and difficult topography
meant timber could not be operated profitably for many years and, even then,
would require a large capital investment that could only be justified by
permanent tenure and fixed charges. Failure to provide these conditions
would "again precipitate the Province into the financial stagnation of half a
decade ago."21

McBride, no less than the industry, was anxious to avoid such a situa-
tion. Following his electoral success of 1907, and after four years of con-
servative financial management, the Premier was prepared to embark on an
ambitious phase of railway and industrial development.22 A healthy and thriv-
ing forest industry would be an integral part of this scheme not only as a
producer of private wealth and economic expansion, but as a source of in-
creased government revenue.

In early 1909, McBride received representations on tenure charges
from the newly-formed British Columbia Lumber, Logging and Forestry Associa-
tion, an organization of timberholders, brokers and lumber manufacturers.
The fact that the association president was A. D. McRae, a partner in the
re-organization of the Fraser River Saw Mills Company with railway promoters

William Mackenzie and Donald Mann with whom McBride was negotiating an
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extension of the Canadian Northern line into British Columbia, certainly did
not hurt the lumbermen's cause.zll
Toward the end of the 1909 legislative session, the Premier promised

to grant perpetual tenure to licence holders upon terms and conditions to be

e

aécided“ypmqpma»ftg‘r a provi’pc‘:mi"a_luquy‘a-l Commission investigation into all as-
pects of forestry and the forest industry.25 McBride and W. R. Ross clearly
wanted to creéte the necessary conditions for large-scale industrial develop-
ment but, as part of their "progressive" world view, this was to be done
within the context of efficient and scientific management of the forest re-
source. The lumbermen must have felt confident of the outcome, however,
when a director of their association, A. C. Flumerfelt, mining magnate, lumber-
man and financier, was appointed one of the three Royal Commissioners.26
But after several months of hearings, investigations and deliberations during
which scores of lumbermen, timber promoters and bankers stressed the need

~ for fixed charges to facilitate financing and encourage investment,27 the Com-
missioners endorsed perpetual tenure only on the condition that "the present
right of the Government to regulate and adjust rentals, fees, royalties, or

28 This principle,

other charges...shall in no way be restricted or limited."
apparently assuring to the government a share in appreciating stumpage
value, was enshrined in the 1912 "Act Respecting Forests and Crown Timber
Lands... ," along with the establishment of the Forest Branch of the Depart-
ment of Lands to administer the province's timber resource.

Nevertheless, in introducing the Act to the legislature, Minister of
Lands, W. R. Ross, went out of his way to quash current press reports that
royalties were about to be raised.29 And there were those who felt certain
that perpetual tenure, once granted, could not but lead to further concentra-

tion of timberholding in the hands of powerful American interests with enough

financial and political influence to ensure the ultimate fixing of rentals and
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royalties at artificially low levels.30

These critics were perhaps surprised, then, when a year after the
Forest Act was passed, Ross announced to the legislature an increase in
timber royalties to $1.00. Since the 1907 proposal to raise royalties, Ross
claimed, the granting of perpetual tenure and the reduction of fire hazard
by the establishment of a forest protection system had "decidedly increased
the value of timber Iicences."31 Moreover, Forest Branch officials had in-
formed Ross that, due simply to depreciation of the dollar, a 50¢ royalty in
1900 should have been 71¢ in 1916. In reality, the government was asking
for only a 29¢ increase, or less than two cents per year over 16 years. Dur-
ing the same period, stumpage values had actually increased just over $1.00
in 1916 currency, or an average of six cents a year. The new royalty rate
would thus yield the province a one-third share of the increment, substanti-
ally less than the 50 percent to which Forest Branch officials felt the govern-
ment was entitled.32

Underlying these calculations, however, lay some hard economic facts.
The McBride government was beginning to feel the financial effect of its am-
bitious development policies of the previous three years. Starting in fiscal
year 1911-12, and continuing through the balance of the Tory regime, the
government ran an increasingly burdensome deficit. The 1911-12 balance was
in the red by only $600,000. But by 1912-13, with the expenditures on public
works up over two times from 1909-10, the government deficit hit $3.5 million
despite the highest ever total revenue figures. Income from the forest in-
dustry already comprised $2.5 million of this $12.5 million total, or 20¢ of
every dollar. But almost $2 million of this came from licence rentals. This
figure had clearly reached its peak. As licenced limits were either cut over
or found, upon surveying, to be worthless, the number of annual renewals

would decline. For the future, royalties would have to play a much more
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important role in financing government operations.33

The government, of course, was immediately besieged with protests.
For over a decade, lumbermen had been demanding long-term stability, in-
cluding charges fixed for decades ahead. Having won perpetual tenure, the
industry expected a similar settlement regarding royalties. Instead, Ross
proposed what, at face value, was a 100 percent increase with no assurance that
a similar increase might not follow soon after. Those holding large amounts
of timber for speculative purposes feared not only a negative impact on future
appreciation of values, but also a serious undermining of investor confidence

34 And lumber operators, already suffering through the

in British Columbia.
1913 economic collapse, worried about declining profits and problems of
financing on the basis of such an "unstable" tenure.35

Faced with considerable opposition, Ross finally withdrew the royalty
bill, but remained firm in his belief that rising stumpage values made a $1
royalty an "incontrovertible" fact in order to safeguard the people's equity.
On the other hand, it was necessary to provide the right conditions to
"encourage the vigorous development of the lumbering industry." With these
two principles in mind, Ross felt that "further consideration of subsequent
royalty adjustment and the attendant problems of stable tenure" was desirable
"in the public interest" in order to frame a more satisfactory bill for presenta-
tion to the next session of the Iegislature.36

At meetings held in the fall of 1913 between Ross, Chief Forester
H. R. MacMillan and various representatives of the industry, however, the
lumbermen insisted on a fixed schedule of royalty increases over 30 years,
which almost certainly would have deprived the Crown of even a one-third
share in stumpage.37 With values expected to rise dramatically over the

next three decades, the government could not be bound to a system of

royalties based on nothing more than the timbermen's speculative greed.
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If the Forest Branch was to provide the licence holder with long-term security
while, at the same time, proving its worth as an organization of trained ex-
perts charged with the responsibility of protecting the people's equity, it
would have to devise a more scientific basis for royalty assessment than what
the industry was proposing.

In fact, at the time of these meetings, working with special Forest
Branch consultant, Overton Price, from the National Conservation Association
of the United States, MacMillan, forester S. W. Barclay, and Chief of Records,
M. A. Grainger, were developing a system linking royalty increases directly
to the rise in stumpage values. They started from the assumption that in
paying royalty the licence holder was not being taxed but was actually purchas-
ing timber from the gover‘nment.38 In contrast to mineral deposits, which
gave little security as to ultimate value and, therefore, required greater in-
ducements for speculative investment, the value of timber could be estimated
and subjected to commercial calculation. And unlike the settler who gave
land its value, the lumberman actually removed the value by his operations.
Timber, differing from these other resources, was to be sold on a commercial
basis. That the forest resource yielded more government revenue than others

39 Upon

did not justify the claim that the lumber industry was "over-taxed."
this underlying premise the foresters set about to devise a schedule that
would fill Ross's criteria of both protecting the public's interest in the un-
earned increment and encouraging development of the lumber industry.

As the forestry bureaucracy had not advanced far enough to make
accurate appraisals and projections of stumpage value, it was decided to use
wholesale lumber prices as a basis for setting royalties. Overton Price recom-
mended that coastal operators be allowed an average net selling price of

$17.50 per thousand before any royalty increase beyond the rate established

for the first 5-year period be imposed.uo After deducting 50 percent of any
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increment over that figure for inflated operating expenses, as well as an
amount for accumulated carrying charges (ground rental and forest protec-
tion tax) the remaining net increase in stumpage value could fairly be divided
equally between government and industry as royalty and profit.l”

While this plan served as the nucleus of the Forest Branch policy, one
significant alteration was made. In the final draft of the Act there was no
allowance made for accumulated carrying char‘ges.u:2 This alteration was based
on calculations carried out by either Grainger or Barclay, according to which
the present value of royalties declined the longer the cut was delayed. Thus,
to compensate for this decrease, the government's share was actually to grow
over the length of the schedule from 25 percent (one-half of the increment
after deducting 50 percent for inflated production costs) in the first 5-year
period, to 40 percent in the last.L'3

Five-year periods were established rather than the ten asked for by
the industry to guard against any tremendous price rises between adjust-
ments.L”l And despite considerable pressure from several powerful American
timber brokers and bankers to establish a fixed schedule of royalties in per-
petuity,Ll5 the foresters decided that eight 5-year periods would be sufficient
for such an untried system.L”S

In spite of the diligence of Forest Branch officials to safeguard provin-
cial interests, however, the final terms of the Royalty Act were regarded
extremely favourably by the coast and mountain lumbermen who ratified them

47 With lumber wholesaling at $12 a thousand, most in the

in early 1914.
business felt it would take the better part of 40 years for the price to climb
above the $18 base finally set as the point beyond which royalties would

begin to increase.Ll8 One forestry official of the day, C. S. Cowan, recalled

later that there had been a great deal of controversy over the base price.

MacMillan had held out for $15, but finally settled on the $18 figure. Cowan
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remembered "the wave of delight that swept the industry when it went

through... . nl9

Thus, while on paper the new bill appeared to guarantee the public's
share in the rising value of timber, it actually went much further toward assur-
ing the fixed and stable charges the industry had been actively demanding
since 1908. This was especially so since licence rentals were frozen for 40
years at $140 per year on the coast, and at a reduced rate of $100 (down
from $115) in the interior. This latter decrease did much to offset the re-
venue gained by raising coast royalties on number 1 and number 2 grade
timber to 85¢ per thousand. Lower grade logs and all southern interior
timber remained at the 50¢ rate.50 The "incontrovertible" royalty of $1
that Ross had promised on coastal timber had been reduced, according to
MacMillan, because the current depression made an "immediate heavy in-
crease" unreasonable. >1

The government, Ross explained while introducing the bill to the legis-
lature in February, 1914, had treated the immediate increase in revenue as
less important than the three great principles underlying provincial timber
policy: "the welfare of the people, the welfare of the lumbermen, and the
welfare of the forests."52 But there is no doubt that the welfare of the
lumberman was uppermost in Ross's mind. Accounting for inflation, royalty
on top grade coast lumber barely surpassed the 50¢ charged in 1900, and by
1920, would certainly fall short of it. And based on the most optimistic
assessments of future lumber prices, there would likely be no increase for
up to thirty years after that.

Despite Ross's progressivist rhetoric about a timber partnership, and
the scientific trappings provided by the best forestry talent available, the
1914 "Act Respecting the Royalty on Timber" did no more to ensure the

Crown's equity in its timber resource than had the original imposition of
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royaltie’s in 1888. In the final analysis, the Conservative government capitu-
lated almost entirely to the imperatives of private capitalist investment. Its
failure to stake an equity position in 1907, before the great influx of Ameri-
can capital, made subsequent alterations in tenure conditions much more
difficult. Now, with the collapse of the pre-war boom, it was all the more
necessary to provide assurances to troubled lumbermen. The royalty bill of
1914 was only the natural sequel to the granting of perpetual tenure five
~ years earlier. Just as the atmosphere of scientific enquiry surrounding the
Royal Commission of 1909 made the latter concession more acceptable, so now
did lengthy Forest Branch deliberations conducted by men trained in advanced
forestry techniques add an air of respectability to the fixing of rentals and
royalties. It was clear that, under Conservative rule at least, investors and
industrialists had a valuable ally in the Lands Department bureaucracy, and
particularly in the Minister, W. R. Ross. As far as he was concerned, the
royalty legislation was "not an ideal policy, because ideal policies do not work;
...it faces facts and deals with actual conditions."53 Unfortunately for Ross,
the facts and conditions were about to change abruptly under the impact of
unprecedented wartime inflation.

By June, 1919, the 1914 dollar was worth 42.6¢. The average price
of lumber over the four-and-a-half-year period ending June, 1919, had been

inflated to $19.50 or $1.50 over the base level provided in the 1914 Act.su

On 1 January, 1920, royalties were thus increased by 37¢ per thousand,55 or
from 43 to 74 percent depending on grade and region, while stumpage values
(without counting for depreciation of the dollar) had increased just 12 per-
cent during the war.56 When continued inflation pushed the cost of pro-
ducing lumber to $33 per thousand by the end of 1920, lumbermen and timber-

holders quickly realized that a new basis of calculating royalties would have

to be devised before the next royalty revision at the end of 1924. In a joint
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memorandum to the Liberal Minister of Lands, T. D. Pattullo, the various in-
dustry associations, now under the leadership of the newly-formed Timber
Industries Council of British Columbia (TIC), an umbrella association of coast
forest industry associations, called for the abandonment of a scheme which
both depreciated the investment value of licenced timber and handicapped
loggers and manufacturers.57

British Columbia, the TIC executive argued, being a debtor province,
relied on the attraction of outside capital to develop its natural resources.
By setting a fixed scale of charges for a term of 30 years, the government
would actually attain a greater revenue from the resulting increase in invest-
ment and productivity than it could hope to get under the provisions of the
present unworkable Act.58

The TIC had been formed in 1921 largely through the efforts of ex-
Chief Forester, M. A. Grainger, who became its first managing-director.59
One of the council's first matters of business had been to organize the Timber-
holders' Association of British Columbia to represent the interests of those
with long-term timber investments in the province.60 The strong presence
of the Timberholders' Association in all subsequent negotiations and the TIC's
emphasis on the effects of excessive royalties on investor confidence indicate
that the Timber Industries Council, at least on the royalty issue, spoke pre-
dominantly for the timberholding element.

As a forester, Grainger had had a long-standing concern for the
stability of investment in British Columbia timber. Toward the end of 1922,
he left the TIC to become managing director of Timber Lands Investment
Company, representing the provincial interests of several large British
timber investors.61 His replacement on the TIC was William McNeill who had

served as assistant to the Chief Commissioner of Lands and Works in the

early 1900's before becoming associated with various water power and railway
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promotions of pioneer lumberman John Hendry.62 In August, 1922, McNeill
became chairman of the new royalty committee of the TIC, charged with the
duty of presenting the case of timberholders and operators for a royalty re-
vision in light of the failure of the 1914 Act to accommodate the current
economic conditions.63 But just how badly was the industry suffering?

In its circular letter to members in June, 1922, the Timberholders'
Association had advised that, owing to British Columbia's inactive stumpage
market which had then reached "bedrock," owners who had held timber
"through the long disturbed period” of the war and post-war depression
would do well to hold on until 1924 before selling.64 Government timber sale
prices are the only accurate index available for stumpage value and may not
reflect private market trends exactly. Nevertheless, they tend to bear out
the association's concern. Douglas fir which sold at $1.32 per thousand in
1914 was worth only $1.65 in 1921 and slipped to $1.43 in 1922.65 In terms
of 1914 dollars, however, the 1922 price was closer to 60¢ per thousand.

On the operating side, during the war total cut had risen steadily
under the impact of a general economic and military mobilization. Yet, while
value of production also increased 90 percent between 1914 and 1918, in real
dollars it was actually declining. In the years following war's end the pro-
ducing side went into a severe slump. This further exacerbated the situation
of the timberholder since stumpage values reflected to some extent the per-
formance and stability of the camps and mills. After a short-lived boom in
1919-20, which seriously skewed the average wholesale price of lumber for
royalty purposes, there was a sharp drop in total cut as well as in value of
production in 1921. The following year, the total cut increased somewhat
while value of production fell further below the record high figures of

1919—2066 (see Table ).
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TABLE 4

Total Scale, Value of Production, and Capital Invested
in_Land, Buildings and Equipment for Mills

Total
Scale Value of Capital Invested
in billion board Production in mills

Year feet in $millions in $millions
1912 1.40 ~——— -
1913 1.43 $ 33.6 ———=
1914 .97 28.7 -——-
1915 1.01 29.1 -——=
1916 1.28 35.5 ———=
1917 1.65 48.3 $ 17.8
1918 1.76 54.2 16.2
1919 1.76 70.3 17.9
1920 2.05 92.6 26.2
1921 1.79 65.0 26.2
1922 1.89 59.5 23.2
1923 2,52 86.7 25.7
1924 2.55 80.7 39.5
1925 2.61 81.9 53.4
1926 2.92 84.8 39.9
1927 2,85 83.1 e 37.8
1928 3.20 93.8 ™ 38.3
Sources: "Consolidated Statistical Tables," p. F 67, Table No. 8,

and p. F 60, Table No. 2; and Economic Council of
British Columbia, Research Department. Statistics of
Industry in British Columbia, 1871-1934, (Victoria: re-
produced from typewritten copy, 1935), Table FY 2.
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Despite these unsettling fluctuations in value, after the war average
prices remained substantially higher, at face value, than during the previous
5-year royalty period. With returns in for 1922, the average wholesale lumber
price for the first three years of the 5-year period beginning in 1920 was just
below $29. Barring some dramatic collapse of prices the new royalty rates

for 1925 would range between $3.50 and $3.85.67

Neither the industry nor
the Liberal government could tolerate such an outcome. But their views on
how to avoid it seemed far apart.

The Liberals had been helped to power in 1916 by a wave of moral in-
dignation directed against the wholesale "robbing and plundering" of the
province under Conservative rule by land grabbers, claim jumpers and timber
speculators.68 The Tory government, according to T. D. Pattullo, had itself
been the "arch-speculator," blithely encouraging overcapitalization of the
province's natural resources. This policy, the Lands Minister noted, had
resulted in thinly scattered settlement requiring the creation of an over-
extended governmental superstructure based on a very shaky foundation.

His party had either to dismantle the superstructure or strengthen its founda-

tions. 63

In reality, there was no such choice since investor confidence and

party support required the maintenance of government expenditure on roads,
railroads and other public works which the previous government had begun.
The solution to this problem for Pattullo was to encourage settlement, invest-

70 But like it or not, investment in British

ment and industrial development.
Columbia timber was still based as much, if not more, on the expectation of
profit from appreciating stumpage values, as on anticipated profits from
producing lumber.

Nevertheless, Pattullo was by no means willing to bind the government

to a predetermined "tax" on timber for 30 years. Deputy Minister G. R. Naden

proposed instead a royalty tied directly to stumpage value (rather than
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average wholesale price) after it had been jointly decided upon what basis
such value could be calculated, and what proportion should go to the govern-
ment. Managing director of the TIC, McNeill, promptly denounced this pro-
posal as "advanced" and "utopian" legislation inimical to the attraction of
outside capital and unfit for a young province with a "mere handful of people."
It was the product of a bureaucracy "whose chief function in all political life

is to establish itself more and more in power, and for that purpose require

7T McNeill advised the TIC

(sic) larger and still larger amounts of money."
directors that "the industry had everything to gain by publicity" in order to
bring the government "to a reasonable frame of mind... ." It was the job of
the TIC to dispel the popular misconception that the lumber industry was in

a prosperous condition and instruct the public that along with the newer
population entering the province there would have to be new capital to employ
it.72 In the meantime, however, in view of government intransigence, the

TIC accepted a royalty based on stumpage value provided that the vexed
questions of how to determine it, and what portion belonged to the government,
could be settled to the satisfaction of the timberholders. For the next two
years, Department of Lands officials and TIC representatives spent much

of their time wrestling with this problem.

From the point of view of the industry, licenced timber was private
property for which timberholders had often paid a substantial price in private
transactions over and above annual rental fees. With such large investments
sunk into their holdings, licencees found it unacceptable, at the time of cut-
ting, to have to purchase from the government, in the form of royalty, timber
which they already regarded as their own.

From the forester's point of view, possession of a timber licence gave

the holder only a right to cut what was still Crown timber. Annual licence

fees were a form of ground rent. If a holder wanted to cut timber from that
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rented ground he would have to pay the owner of it, the government, a market
price. That the timberholder might already have paid speculative prices for
his licences was no concern of the forester.

In subsequent negotiations, the TIC seemed reluctantly to accept the
government's conception. But the lingering notion that royalties were really
only another form of taxation, rather than a commercial transaction, added
to the fact that many timberholders had large accumulated investments in
their licences, stood in the way of an agreement.

Timber agent and Timberholders' Association council member, C. S.
Battle, was the most outspoken proponent of the TIC position. He advocated
establishing an arbitrary average stumpage value of $2.00 as a base rate.

The government's portion of any increment over that was to be only 25 per-
cent. (By starting with the artificially high level of $2.00 the TIC would
ensure a smaller subsequent increase in royalties than future speculation in
stumpage value would warrant.) Furthermore, according to Battle, future
stumpage values were to be based on combined private and government timber
sales over the preceding quinquennium. And, finally, the TIC wanted recog-
nition of the private purchase price of timber licences as a legitimate cost
factor in the determination of a royalty formula.73

The Lands Department, on the other hand, maintained that in the past
royalty had varied between one-half and one-third of stumpage value.

Rather than a percentage of the increase over $2.00, officials proposed a
one-third government share of total stumpage value to be revised downward
in 25 or 30 years if the burden of accumulated carrying charges proved
excessive.” In a reversal of the Department's 1914 position, such charges
(rent and forest protection tax) were now to be recognized as a legitimate
cost. But the price at which licences were purchased privately was in no

way to infringe on the government's equity.75 Furthermore, in determining
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stumpagé values the Department, now better staffed and equipped than in

1914, wanted to use, along with previous private and government timber sale
prices, the appraised value of timber actually to be worked during the sub-
sequent royalty period. Thus, the government's royalty share would bear a
closer resemblance to the real appreciating value of its equity. Such appraisals
would require the assessment of operating costs of actual camps and mills by
Forest Branch oﬂ'icials,76 and were viewed by the industry as a profound
intrusion into its private affairs.

This new innovation, along with the government's refusal to recognize
private purchase costs, provoked a vituperative response from Timberholders'
Association president, M. S. Logan, who informed Lands officials that he had
become rather "fed up" with government intervention in the timber business
and predicted that there was "more trouble in store" for the industry if "so-
called 'experts' and 'theorists,' were allowed to interfere with theories against
practical suggestions."77

In reality the TIC had little reason to be so upset. Departmental
officials, to calm industry objections, agreed to a Board of Appeal, including
industry members, to hear grievances related to stumpage appraisals.
Furthermore, the immediate royalty increases proposed for 1925, though
higher than what the industry recommended, amounted only to between 2 per-
cent and 13 percent,79 and were considerably better than those to be imple-
mented under the 1914 Act.

But upon receiving the Department's final proposal, C. S. Battle
expressed indignation at the government's intention to take for itself one-third
of the appraised value of a timberholder's property without recognizing the
original price of privately purchased licences. Such a policy would certainly
not appeal to investors as much as timberland in California, Oregon and

Washington where they could secure "the water rights, mineral rights, the
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air above, and to a depth below that will bring them face to face with a region
described in Dante's Inferno." Writing to McNeill, Battle confided he was
"friendly to this Government, and especially to the Minister of Lands," but
he was afraid Pattullo had become too attentive to the officials in the Forest
Branch "who want to make a showing on paper and for the party present, not
looking beyond for the greater development and good to be derived from just,
equitable and liberal laws." Though the government had, according to Battle,
the power to push the bill through without modification, ‘it would do so not
necessarily at a loss to the influence of the party, but absolutely to the detri-
ment of the public good.80

Battle had quite overestimated the strength of the Liberal government,
already embroiled in a fractious debate in the assembly over its unmanufactured
log export policy. Because the largest percentage of exports went to Puget
Sound mills, this issue provided a great opportunity for the opposition to
strike at the Liberals who so enjoyed criticizing the 1906-07 Conservative
"give-away" of British Columbia timber to American "speculators and mono-
polists." With little else of consequence occurring in the legislature, the
opposition attack was getting an undue amount of publicity in the press.8] By
trying to push the royalty bill through at the same time, the government
would indeed have been putting party influence at risk, but because of the
" leniency rather than, as Battle presumed, the harshness of its provisions.
No matter how preposterous were the royalty increases scheduled for 1925, it
was a bad moment to introduce complex legislation, the immediate effect of
which could easily be portrayed as one more large concession to American
timbermen at the expense of British Columbia.

Near the end of December, 1923, with a bare majority of two,82 with
hostility toward the proposed royalty alteration building in Liberal ranks,

and with an already aroused opposition threatening to disclose a projected
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loss to the Crown of $7 million under the bill as drafted, Pattullo informed
McNeill that the Royalty Act would not be brought down that session since it

83 This was an unfortunate turn of events

could not be put through the house.
for the government since it had at least grudging acquiescence for a

bill which defined the government's future equity in licenced timber in
terms that eventually would have been quite favourable to the Crown. And in
the interim the government could rely on a steadily growing cut to swell royalty
returns. The result of a new series of negotiations might not be nearly so
advantageous. But with an election due the following year anyway, the

Liberal government wanted to go to the people from a position of strength, not
after a humiliating defeat in the assembly. Pattullo would want to speak, as he
had in past campaigns, about the great progress of the lumber industry under
the Liberals and, in particular, the growth of off-shore sales aided by the
Department's promotional assistance.au If the industry were doing so well, it
would be difficult to explain why royalties were being raised only a paltry

14¢ over the next five years.

For its part, the industry had mixed feelings about the delay. Timber-
holders would be upset at having to face another year of insecurity. But,
during that time the public could be "educated" both on the importance of
the forest industry, and on its alleged85 economic difficulties. With greater
public support the industry might fare better during the subsequent set of
negotiations.

In February, 1922, the TIC had acquired majority control of the

Pacific Coast Lumberman, the province's leading lumber trade journal.86 As

it was to serve as the official voice of the province's forest industry, it was

renamed the British Columbia Lumberman in January, 1!5)24.87 In the spring

of that year, the TIC began a comprehensive propaganda campaign with sub-

stantial financial support from the various industry associations.88 Since
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the proposed bill had never been made public, McNeill regarded the royalty
question as completely open to a better settlement "than the one upon which
we were forced to agree last year."89 Between March and May, the British

Columbia Lumberman ran a series of articles by McNeill entitled "The Timber

Royalties Question," the purpose of which was to inform the industrial and
business community in general of the forest industry's position. In brief,
McNeill claimed the 1914 Act was ruinous since it failed to recognize adequately
inflated costs of production. Despite the popular conception, timberholders
were not making any money on investments, many having abandoned their
licences. And the mills had made virtually no return on investment in 1921
or 1922. Meanwhile, the industry contributed one-third of provincial revenue,
one-half of all invested capital and one-half of all wages. The least it could
expect was a fixed royalty for the same duration as licence rentals were fixed--
until 31 December, 1954. 30

The real propaganda attack did not begin, however, until after the
June election left the Liberals with just 23 of 48 seats, saved only by a split
in opposition votes between the Conservatives and the new Provincial Party.91
Even after defeated Premier John Oliver found a seat in a by-election, the
shaky Liberal government, now more than ever reliant upon independent and
labour support,92 appeared as unlikely as before to be able to push through

a royalty revision. The only bright spot for the TIC was the election to the

Liberal benches of three prominent lumbermen whom the British Columbia

Lumberman hoped would be able to influence a legislature previously "either

very badly informed or woefully indifferent regarding an industry the welfare
of which, as the main paymaster of the province, should be their (sic) sincere
concern." 93

To assist these new lumbermen MLA's in their efforts, between June

and November, the TIC stepped up its publicity campaign with an eight-page
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booklet of "Facts and Figures" on the forest products industries, and a series

of six articles in the daily and weekly press entitled, "Sidelights on a Great

Industry.”" The message was clear: every citizen in the province in one way
or another was part of a great timber partnership, the continuation of which
was now threatened by unfair taxation and withdrawal of investment.gu Ad-
vertising support also came from various boards of trade as well as individual
wholesalers, shipbuilders and other businessmen associated with the forest
industry.95
The campaign climaxed on 3 September, 1924, with an open public meet-
ing held by ‘the government at the Legislative Buildings. Pattullo, anxious to
bring the industry's case favourably before the public, had urged McNeill
beforehand to open the discussion with a clear explanation of the effect the
current Royalty Act would have on the industry after January, 1925.96 The
Minister, himself, prefaced the meeting with some remarks on the importance
o of the industry to the province and the responsibility of the government to
pay "careful consideration to the urgent representations" made by it over
the past three or four years.97 The purpose of the forum was clearly not to
allow the government to explain the long-term policy provisions in its 1923
proposal. These were never mentioned. Rather, it was to give the industry
an opportunity to convince the people that the 1914 Royalty Act was unworkable.
The TIC presented a full slate of speakers representing all aspects of
the forest industry and related wholesale and supply businesses. But no one
from the general public spoke either in support of, or against the industry's
demands. The only excitement was provided by Premier Oliver, who wanted
it shown plainly, by a statement of costs, that timberholders were not simply
seeking relief from operating expenses which only reflected the high specula-
tive price paid for timber. The people, the Premier explained, had received

no share of that speculative value as timber changed hands and were not now
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about to compensate the speculator for unwise investments.98

Oliver had good reason to be concerned that over-zealous speculation
was largely responsible for the industry's difficulties. But he need not have
worried about convincing the public of the necessity to revise the 1914 Act
immediately. The TIC, with help from his government, was doing an able
job of that. The real problem the industry and the government now faced
was to work out differences over the nature of the new royalty policy which
was to replace the old one.

The issue was immediately complicated when ex-District Forester
L. R. Andr.ews, now Secretary of the British Columbia Loggers' Association,99
revealed to the TIC that according to the Department's definition used in its
1923 draft bill, gross stumpage value was to be the sum of the assessed market
value of standing timber, plus whatever purchase price for that timber was
due the government as r‘oyalty.100 If the average sale price of licenced
standing timber was determined to be $3.00, royalty would not be one-third
of that, or $1.00, as the lumbermen had assumed, but rather $1.50, or one-
third of a gross stumpage value of $4.50 ($3.00 plus $l.50).lm

This formula only spelled out arithmetically the government's concept
of royalty as a commercial transaction over and above the current market
value of timber. Put this way, however, this principle was thoroughly objec-
tionable to the industry. To TIC director, F. R. Pendleton, it was now
apparent that the government officials were set on keeping "in their own
hands the interpretation of any Bill that was passed, as to the methods by

102 Despite the government's

which stumpage value was to be determined."
clear intention to relieve the industry of the immediate burdens of the 1914
Act, it appeared such gains would only come at the expense of a profound

government intervention into the business of holding timber for future profit.

Reacting to this new revelation, and feeling the momentum mounting behind it
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with the success of its publicity efforts, the TIC returned to its absolute

opposition to any government appraisal of timber values regardless of appeal

procedure, and remained firm in its stand for a 25 percent government equity of

net stumpage value (without the inclusion of royalty).103

In an attempt to conciliate the industry, Chief Forester P. Z. Caverhill

finally agreed to recognize the private purchase price of licenced timber up

to 50¢ per thousand feet as a legitimate cost to be written off stumpage value.1

Moreover, he‘revised downward the recommended immediate increase for 1925
so that it averaged only one percent over the previous period.105

But the industry found even such minimal increases too onerous106 and
remained adamantly opposed to the general long-range policies of the Chief
Forester. As November drew to a close, the TIC dug in, convinced that the
government could never get through the Assembly any legislation requiring
the establishment of elaborate bureaucratic machinery for the valuation of

07 With December and the end of the current royalty period

timberholdings. |
upon them, it was necessary for both sides to arrive at some proposal to
present to the legislature. As any agreement upon the terms of a permanent
royalty policy appeared impossible without further extensive negotiations, a
decision was made to settle for a schedule of arbitrarily fixed royalties over
two 5-year periods.

On the south coast, for example, rates were set at $1.35, $1.25 and
75¢ for grades one, two and three lumber, to be increased to $1.65, $1.65
and 95¢ in 1930.108 The average coast royalty based on grade distribution
of the cut would be $1.14 on 1 January, 1925, up only four cents per thou-

109 The industry thus won its much desired

sand from the previous period.
release from the burdensome Royalty Act of 1914, and immediate increases
that were in fact negligible. While the timberholder did not gain the perma-

nent stability he demanded, the amended rates did provide assurance to

04
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foreign capital of the Liberal government's willingness to comply with the needs
of investors in the province's resources.

For the government, the new legislation guaranteed a slight, but steady
growth in royalty revenue, but mainly because the total volume of the timber
cut was increasing each year {see Table 5). A one-third equity for the
Crown appeared to be established, at least for 10 years. But the principle
of an equal partnership in the value of standing timber was not enshrined in
the Act, nor the machinery to assure its maintenance.

Passage of the bill through the legislature went remarkably smoothly
despite an even less stable majority for the Liberals than in the previous year.
This was especially notable, considering that the bill called for an immediate
increase that was even smaller than the one contained in the aborted 1923
proposal, and implemented nothing to assure an equitable public share in
future stumpage increments. McNeill, perhaps patting his own back, attri-
buted the overwhelming support given the bill from the major parties directly
to the public awareness generated by the TIC's $10,000 publicity campaign.110
The active participation in the debate of Liberal lumbermen MLA's Chris McRae
and Sidney Leary may also have influenced the result.111 In the final analysis,
with the new adjustment under the 1914 schedule about to go into effect in
January, there was no time left to play politics with an industry upon which
constituencies from all parties were dependent for much of their prosperity.
Even Major Dick Burde, the independent member for Alberni, and a perennial
advocate of the working man's cause, supported the bill out of a desire to
keep the cost of lumber production down so that employees in the forest in-
dustry would have a better chance of winning a decent wage.112

The main opposition to the bill came from the Provincial Party and its
embattled leader, A. D. McRae. With his party close to disintegration”3 and

the relative value of his own Crown-granted timberholdings at stake,”u McR:z
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TABLE 5A

Government Forest Revenue as a Percentage of Value of Production

45

Revenue as

Value of Percentage of

Production Forest Revenue Value of
Year in Smillions in Smillions Production
1913 $ 33.6 $ 2.8 8.3%
1914 28.7 2.2 7.7
1915 29.1 1.7 6.0
1916 35.5 1.8 5.1
1917 48.3 2.2 4.6
1918 54.2 2.5 4.6
1919 70.3 2.5 3.6
1920 92.6 3.2 3.5
1921 65.0 2.7 4.1
1922 59.5 3.2 5.4
1923 86.7 3.5 4.0
1924 80.7 3.5 4.3
1925 81.9 3.5 4.3
1926 84.8 3.6 4.2
1927 83.1 3.6 4.3
1928 93.8 3.5 3.7

SOURCES: "Consolidated Statistical Tables," p. F60,
Table No. 2, and p. F81, Table No. 20.
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attacked Oliver's supposed settlement of the province's resources. Reversing

his 1909 stand on stable tenure for licence holders,115 McRae now claimed, in an
open letter to Oliver, that the licencee held no equity in Crown timber whatsoever
beyond the legal right to remove the timber under conditions provided by Statute:
"|f some enthusiastic timber investor paid a bonus to the licenceholder for his

licence, that was his affair."116

This sentiment was actually remarkably close

to that expressed by the Premier at the public meeting of 3 September 1924. But
since then, the industry and the government had put aside such unpleasant
considerations for another day in seeking an expedient and temporary solution

to the royalty question.

It was true, Pattullo told the Laurier Club, in answer to McRae, that ac-
cording to Section 34 of the Forest Act, the licence holder had no further vested
interest than the right simply to cut his licenced timber. If that were really the
case, then the only way the licencee could hope to make a profit would be through
the process of manufacture. But, according to the Minister, there was not one
licencee who had "staked or acquired his licence upon any such understanding.”
Neither was this the idea of those who had formulated previous legislation. The
transferability of licences granted in 1905, not to mention the prices at which
transfers were made, the profit-sharing formula in the 1914 Royalty Act, and the
policy of a timber partnership laid out by his predecessor, W. R. Ross, in intro-
ducing that bill, all pointed to the continuing recognition of a licencee's vested
interest in his holdings beyond the mere right to cut. If it were desirable to pre-
vent "so-called speculation on timber licences," Pattullo argued, "this object can
never be attained through the imposition of high royalty" which would only im-
pair the producing industry. But as far as the Minister was concerned, there
was "no more reason why the so-called speculator in timber should be mulcted of
his profits any more than the speculator in coal, minerals, real estate or any
other natural resource." As with all other resources, he held, "unless there is

left a measure of profit to the individual 1 cannot see how we can expect
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much development in the Province."117

In April, 1923, Naden and Caverhill had adamantly refused to recognize
the private purchase price of licenced timber as part of the holder's equity.
In October, 1924, Caverhill modified this somewhat, incorporating a portion of
the cost of privately purchased timber into his profit-sharing formula. Now,
in answer to McRae and defending the meagre increase in royalty rates to be
exacted over the next ten years, Pattullo repudiated any right on the govern-
ment's part to a share in speculative profits through the mechanism of timber
royalty. In order to understand the depths to which Liberal forest policy
had sunk, it is helpful to look briefly at the broader political context.

The Liberal administration that had emerged from the 1924 election was
in disarray. The sense of vigour and direction of the wartime reform coalition
that had originally brought it to power had long since vanished. Victoria had
been lost to the Conservatives. Vancouver's Liberals were divided amongst
themselves and without cabinet representation. Charges of corruption in re-
gard to the Pacific Great Eastern Railway (PGE) and liquor legislation had
further undermined the government's com"idence.118 Debt piled upon debt
as the PGE continued to drain the treasury. The government was reduced
to a policy of financing its sinking fund from new borrowings.119 There
had been some recent triumphs, such as the winning of reduced freight
r'ates.120 But Oliver's third administration lacked both the power and the
will to provide the province with any far-sighted leadership. This condi-
tion was evident in its reluctance to institute what appeared to be a perfectly
equitable and effective timber royalty policy over the opposition of the
industry.

In their first years in government, the Liberals had been committed
to progressive reform of forest policy in the interests both of business effici-

ency and scientific management of the resource. This policy was built upon
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the work done by Fulton, Flumerfelt, Ross, Grainger and MacMillan between
1909 and 1914. But once the government permitted the lumbermen a voice
in policy formation, the forestry bureaucracy soon lost the initiative. When
Pattullo failed to force through royalty legislation in 1923, the momentum
quickly swung to the TIC. With political power slowly slipping from their
grasp after the 1924 election, the Liberals did not have the courage to pass
legislation which might later be blamed, even if unjustly, for disrupting the
development of the forest industry. The Forest Branch had been able to
share the blame for the failure of the 1914 Act with the industry which had so
warmly endorsed it. But this time, without the support of the TIC, the blame
would have been all for the Liberals to shoulder should the industry fall on
hard times. All the technical expertise that the Forest Branch could bring
to bear on the problem of apportioning the future unearned increment in
stumpage values was for nought when a weak government, even one that had
been philosophically committed to reform, came to confront the political realities
of standing up to the most powerful industrial group in the province. In a
most revealing summation of this new pragmatism, Pattullo told the Laurier
Club:

There is only one day more important than tomorrow for you and

me and that is today... in our anxiety for tomorrow we must not

overlook the fact that we have to protect today. We must keep

this industry going; the industry is faced with world competi-

tion. We can move just as fast and no faster than economic con-

ditions will permit.121

Between 1905 and 1928, most of the alienated timber in British Columbia
was held under licenced tenure. In part, a licence system was adopted to
promote the development of manufacturing. In part, it was viewed as a con-
servation measure. And, thirdly, it was a method of gaining revenue by, in
effect, mortgaging a large portion of the provincial timber resource. The

issuance of an unexpectedly large number of licences quickly led to demands

for greater stability of tenure. With 15,000 limits staked, a 21-year licence
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with variable charges was considered to be neither an attractive long-term
investment nor a secure form of collateral for financing operations. The
Royal Commission established to consider the problem in 1909 recommended
perpetual tenure on the condition that the government continue to reserve
the right to alter charges in order to protect the public's interest in the
value of standing timber. The timberholder was thus left with an investment
in a marketable commodity, the value of which was, to a large extent, de-
pendent on the policy of whatever government was in power. Since their
annual ground rental payments were one of the largest sources of provincial
revenue, the timberholders felt they were entitled to greater security than
that. As a result of a series of negotiations during 1913-14, a policy was
devised which, behind a facade of scientific forestry and a so-called profit-
sharing partnership, appeared to assure the kind of perpetual stability that
the timberholders and operators demanded. When the Conservative govern-
ment's timber Royalty Act was undermined by war-induced inflation, the
responsibility fell to the new Liberal government to find a different solution.
The Liberals failed ultimately because they were unable to resolve the
complex question of the ownership of the resources. The timberholder who
had invested his capital and carried most of the risks felt he had as much
right to a profit as if he owned the timber outright, and resented the inter-
ference of government "theorists" and "bureaucrats." The Forest Branch,
on the other hand, regarded royalty as simply a delayed payment for Crown
timber. By postponing the collection of these stumpage fees until the timber
was cut, the foresters believed the government, too, carried a risk in terms
of fire protection costs, foregone interest and the possibility that the timber
might not be cut for generations to come. At the same time, the timberholder
had that money to invest in other business ventures. Both the government

and industry agreed they were involved in some kind of timber partnership.
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But the nature of that partnership was under dispute.

According to the TIC's propaganda, the public side of the partnership
could really only benefit in direct proportion to the health and prosperity
of the industry through jobs, expenditure of wages and a general growth
in economic activity. But this happy arrangement was threatened by the
Forest Branch's concept of a timber partnership which provided for a direct,
and what the industry felt was an excessive share in the value of standing
timber. The version of partnership put forward for public consumption by
the TIC emphasized the notion of a general participation in the wealth
generated by the unimpeded growth of the producing side of the industry.
It, of course, ignored the fact that the public also had a right to share in
the profits of the timber speculator as well.

At bottom, the problem of defining this so-called partnership was in-
herent in the system of licenced tenure itself. The timber licence system
may have been an ideal form of tenure to encourage and facilitate industrial
development once sufficient security was built into it. But as far as the
timberholder was concerned, it was a poor way to allocate timber for specu-
lative investment. A private investor could not easily accept that one-half
of any profit deriving from the appreciating value of his timber belonged to
the people of the province. In 1914, timberholders agreed to this principle
in theory only because of the apparent impossibility of its coming into effect
during the forty-year period of the royalty schedule. In 1923-24, such a
division of profit appeared much more certain and imminent as a result of
the policy developed by the Forest Branch.

By 1924, the Forest Branch of the Lands Department, despite the in-
terruption of the war, had developed a fair degree of technical expertise.

It was true that this expertise had been applied only minimally to the many

complex problems and tasks confronting the new bureaucracy. But a startat
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forest reconnaissance, experimentation and inspection had been made. A full
network of rangers, foresters and administrators was in place. And the opera-
tion of a timber sale system, underway since 1913, had given the foresters

a "window" on the industry. As a result, they had ample information as to

the value of various species and grades of timber in different regions of the
province, as well as a knowledge of average operating costs, lumber prices
and profits. By 1923-24, Caverhill was set to apply this knowledge and ex-
pertise to the administration of licenced timber in order to protect the public's
interest in what was by far the most significant form of provincial timber
tenure. Despite the industry's recalcitrance, at one time or another over the
period of the two years, he had managed to win important agreement on several
basic points of his royalty policy. But the Liberal government was unable and
unwilling to take full advantage of the bureaucratic expertise at its disposal.
Its own political weakness and the economic and political strength of the

forest industry prevented the government from doing anything that might
jeopardize, or even be made to seem to jeopardize, the competitiveness and
prosperity of that industry. In the end, it was forced to accept the TIC's
definition of a timber partnership in place of its own. But the formation of
royalty policy was not the only example of the government's inability to
exercise its administrative prerogative over the province's most abundant

and valuable natural resource.
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Chapter 3
FOREST PROTECTION: A GOVERNMENT RESPONSIBILITY

In determining responsibility for forest protection, the government
faced problems similar to those encountered in royalty negotiations rising
out of the public nature of provincial forest tenure arrangements. In the
early years the transitory and unstable conditions of licenced tenure gave
little incentive to the holder to protect his timber. One of the strongest
arguments put forward by witnesses at the Royal Commission hearings in
1909 was that perpetual tenure and moderate carrying charges were a pre-
requisite for proper fire protection measures on the part of Iumbermen.1
This point was recognized by the Commissioners, who reported that the ac-
tive role they recommended temporarily for government in forest protection
and regulation of logging was predicated on the assumption that rising
stumpage values would eventually allow the industry to care for these
matters. "This was an obvious business reason," they wrote, "for granting
perpetuity to Iicences."2

But, as indicated in the previous chapter, even perpetuity did not
give licence holders the stability and sense of ownership many desired.
Furthermore, expectations of rising stumpage values were not realized dur-
ing the 1920's. Despite government compliance with industry demands for
greater efficiency and honesty in the forest service, the lumbermen gradu-
ally negotiated their way out of more and more of the share of protection
expenses that they had initially accepted. A responsibility that the Commis-
sioners had considered only temporarily that of government had increased

rather than diminished. Long range policy goals of conservation and
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perpetuation of the provincial forest base were never a serious concern of
British Columbia lumbermen. And lack of appropriate funding meant that
they remained largely a theoretical undertaking on the part of government.
Neither an infant industry nor a struggling provincial administration, in
the midst of a sylvan abundance, were about to become obsessed with
timber depletion at the’expense of immediate economic success.

Having said that, one must still account for the conservationist im-
pulse that lay behind the initial formation of a forest administration in 1912.
According to H. V. Nelles, the intensity of the conservation movement in
the United States relative to that in Canada resulted from a struggle over
ownership of the forests: the people versus the trusts. In Canada, where
governments had never allowed corporations "to appropriate vast kingdoms
of the public domain," the movement was concerned more with the "prosaic
problems" of administering Crown controlled forests. The Canadian move-
ment "never developed the crusading spirit of its American counterpart."3

But one should perhaps not be misled by the external manifestations
of a movement which, in essence, was something quite different from a
popular crusade. As S. P. Hays has concluded, the United States conserva-
tion movement was not so much a populist revolt against monopolist ravag-
ing of America's resources as it was a movement towards industrial and tech-
nological efficiency led by capitalists and obliging politicians.ll According
to this interpretation, the struggle was not over ownership of forests, but
over forms of utilization--sophisticated industrial exploitation or chaotic
small-scale decimation.

This notion of conservation as a phenomenon linked to promotion of
industrial development is important for an understanding of its emergence

in British Columbia. The issue of ownership did have a bearing on the
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different character of the movements in the province and the United States,
but more in terms of determining the source of initiative for measures to-
wards efficient, large-scale exploitation than in terms of the relative zeal of
those involved. Private ownership of forest land gave American lumbermen

a greater incentive to push towards implementation of effective forest pro-
tection and perpetuation.5 And in the western United States, where govern-
ment control of the forests was more pronounced, the forest protection move-
ment was given much of its momentum by federal officials such as President
Theodore Roosevelt, conservationist Gifford Pinchot, and forester E. T. Allen,
in combination with influential lumbermen such as Weyerhaeuser and the
Humbirds, working through private fire protection associations. State offi-
cials, without a large vested interest in 'standing timber, had to be prodded
into action.6 |

In Canada, where the féderal government played only an indirect role
in forest management, the forest conservation movement was balkanized into
provincial jurisdictions. In British Columbia, even with perpetual tenure,
the private vested interest in Crown timber was relatively insignificant, at
least at the outset. Initiative rested more with the provincial government
which held a large interest in licenced timber as well as in the vast areas of
uninhabited land under reserve. Richard McBride and W. R. Ross were faced
with the necessity of creating an efficient forestry service equal to the
administrative demands posed by the large-scale industrial development they
were determined to foster.

John Lafon, an American recruited to the British Columbia Forest Branch
from the United States Forest Service, in a speech to the Pacific Logging Con-
gress at Seattle in October, 1913, explained the rationale behind forest pro-
tection policy in British Columbia. He noted that in the north-western states

much of the most valuable timber was held outright by private holders who
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cooperated with each other through highly developed fire protection associa-
tions. In addition, the United States government had a sophisticated fire
protection system of its own in the national forest reserves. In studying
these successful methods, he continued, it became apparent "that in striving
for the same results we must adopt different methods," because of the com-
plicated tenure arrangements in British Columbia. As it was impossible to
disassociate the private and government interest in fire protection, a system
of government-industry cooperation was developed.7

It was clearly not realistic to expect American lumbermen to invest the
same capital in private associations in British Columbia that they had in the
United States. Nor was it conceivable that industrial development could pro-
ceed very far without some form of forest protection service. Perpetual tenure
went some way toward insuring industry cooperation. But without giving up
the public's interest in the provincial timber resource, the only way to provide
effective protection was through government initiative.

Prior to the formation of the Forest Branch, forest protection was al-
most exclusively legislative. Starting with the Bush Fire Act of 1874, the
intent of early legislation was to restrict the location, method and time of year
for lighting fires. Penalties were provided, but not until 1907 was authority
actually given for the appointment of a forest protection staff.8 Disastrous
fire seasons in 1908 and 1910, combined with a recommendation for increased
funds in the Interim Report of the Royal Commission on Forestry, prompted
increased expenditures and a doubling of patrol staff. By 1911 there were
110 district Fire Wardens, 10 Divisional Wardens and three Supervisors

employed at a total cost of $149,525.9
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The Final Report of the Royal Commission made a series of sweeping
recommendations pertaining to the protection and preservation of the forests.
Logging methods were to be strictly regulated to end devastation and waste,
reduce fire risk and promote regeneration. Mandatory disposal of all debris
was to be incumbent upon all operators on Crown and non-Crown land. An
extensive fire patrol system was to be established, financed in part by a
fund based on assessments per acre of timber held, and matched by govern-
ment dollar for dollar. After a complete survey had established the propor-
tion in each forest district of non-alienated timberland still held by the Crown,
the cost-sharing formula was to be adjusted accordingly. Most importantly,
from a conservation point of view, a forest sinking fund was to be established,
based on the total amount of 1910 royalty collections, plus a diminishing pro-
portion of any increase from year to year afterwards. Royalties were to be
regarded as forest capital for conservation purposes, not as current revenue.
This was to be a tentative measure until sufficient investigation had revealed
whether or not natural regeneration would replace forest stock without ex-
tensive artificial reforestation. If natural reforestation were found to be
efficacious, "replacement of capital could be placed as low as the minimum ex-

10 Although these recom-

penditure necessary for effectual forest protection.”
mendations provided a basis of intent for forest administration in future years,
their immediate implementation was inhibited by economic considerations im-
pinging on both government and industry.

The Forest Act of 1912 did not reflect all the Royal Commission's re-
commendations. It did provide for regulation of logging methods, but only
on future timber sales. Power to require disposal of debris was vested in
the Minister of Lands but disposal was not made a condition of Iogging.11

A Forest Protection Fund was established based on a levy of one cent per

acre on all timberholders, to be matched by government. 12 The important
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principle of a forest sinking fund was not, however, enshrined in the Act.
The current wisdom of the day was that natural regeneration would. suffice
to replace depleted forest stock, given adequate fire protection. 13 provision

was made in the Act, nevertheless, for the establishment of permanent forest

reserves for the perpetuation of timber growth and protection of the water

14
supply.

What is remarkable about the Forest Act is not what it excluded from
among the Commissioners' recommendations but that, with an actual cut esti-
mated to be only one-fifth of annual increment, it did in fact go as far as it
did to create a foundation upon which future amendments could be laid. This
is perhaps understandable, however, if the creation of a forestry bureaucracy
is put in the context of a continental conservation movement dedicated to the
promotion of large-scale corporate enterprise through the application of
scientific management. As Royal Commissioner Flumerfelt noted in explaining
the rationale behind the establishment of a sophisticated forestry service in
British Columbia:

(That is what conservation means at bottom--the application

of ordinary business principles to natural resources)...

Hence our recommendation to the Government that 'large appro-

priations must be made and a well-manned specialized forest

service brought into being, thoroughly equipped.'15

A. C. Flumerfelt, himself, was the personification of a business-
progressive and thus his instrumental role in the early stages of forest policy
formation is significant. As president of Hastings Shingle Manufacturing
Company (allegedly the largest plant of its kind in the world), member of
the British Columbia Lumber, Logging and Forestry Association, and then
Royal Commissioner, he played an important part in the implementation of
perpetual tenure for timber licencees. Previously, he had served as business

manager of Granby Consolidated Mining and Smelting Company, another

modern industrial conglomerate, and had organized the International Coal
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and Coke’Company in Alberta. He later moved into fish packing and emerged
as an important figure in British Columbia's trust, insurance and securities
business. He served briefly as Minister of Finance in 1915. But he also
maintained his interest in progressive causes, becoming a promoter of pro-
vincial education. And more notably, he personally sponsored and organized
a series of essay contests whose purpose was to induce the people of British
Columbia to become acquainted with the natural resources of the province.
Several prize winning essays were published in a pamphlet entitled Potential

Riches of British Columbia, distributed by the British American Trust

Company with which Flumerfelt was associated.16

One of those with whom Flumerfelt early became involved in the cause
of efficient and scientific natural resource development was M. A. Grainger,
who was responsible for much of the initial progress in laying the foundations
of a forestry administration in British Columbia. A Cambridge graduate,
Grainger was an acknowledged mathematical wizard and a competent man of
letters. As well, he was a bit of an adventurer whose exploits and misfortunes

in British Columbia logging camps_ were recorded in a novel, Woodsman of

the West.17 Hired in 1909 as secretary to the Royal Commission on Forestry,
Crainger went on to become the moving force behind forest administration in
the province for over a decade, eventually serving as Chief Forester for four
years after the departure of H. R. MacMillan. As Commission secretary,
Grainger, according to the later testimony of MacMillan,

worked day and night over two or three years preparing the

report of the Royal Commission, putting ideas and words in-

to the mouths of the Commissioners, persuading the govern-

ment to employ Overton Price to bring the best American

thought and experience, searching all relevant legislation

and administration policies of the day, from all of whlch he

drafted the 'Forest Act' with Overton Price's help.!

Overton Price had served as assistant to the renowned conservationist,

Gifford Pinchot, at the United States Forest Service, and then served as
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vice-president to Pinchot in the National Conservation Association.19 He
had two years of forestry training in Germany and Switzerland and had been
the "principal architect" of the organizational structure of the United States
Forest Service.20 In February, 1912, Minister of Lands, W. R. Ross,
attended a meeting of the National Irrigation Congress in the United States
and discussed with Pinchot the establishment of a Forestry Bureau in
British Columbia.21 Writing to Ross, upon accepting the position of govern-
ment consultant with Pinchot's support, Price enthused that:

Through a combination of circumstances familiar to you, | be-
lieve this work offers an unequalled chance for important pub-
lic service. So far as | am aware, no country has ever had
the opportunity now before British Columbia to build up a
forest service that will be a model in efficiency and a model in
its contribution to the public welfare.22

In the spring of 1912, Price came north and began the organization of the
Forest Branch of the Department of Lands, modelled after the United States
service.

" In the past, forest administration in British Columbia, such as it was,
had been divided amongst three separate bureaucracies: the Timber Inspec-
tion Branch, the Scaling Branch and the Forest Protection Branch. Now all
three were to be centralized within the district structure under the authority
of the district foresters. This system was considered to be more efficient
in two ways. It developed men with more rounded abilities and provided oppor-
tunities for advancement which, hopefully, would attract and keep officers of
exceptional ability. It also simplified overall administrative relations with
the industry and the public.23

Each district forester was responsible to a headquarters staff re-
cruited by Price. John Lafon, Chief of Management, had trained at Vander-

bilt's Biltmore School under German forester, Carl Schenk, before joining

the United States Forest Service. R. E. Benedict, Chief of Operations, had
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taught at Yale School of Forestry and served as supervisor of the Olympic
National Forest before Price brought him to British Columbia. H. R. MacMillan,
obtained by Price for the position of Chief Forester, was a recent Yale fores-
try graduate who had worked with the Dominion Forest Branch as Assistant
Inspector of Forest Reserves and Assistant Director of Forestry. M. A.
Grainger, though without scientific training as a forester, was retained as
Chief of Records.zl'l Price, himself, was kept on the payroll as Consulting
Forester.25

At the head of the structure was Minister of Lands, W. R. Ross,
MLA for Fernie. Ross outlined the underlying theme of the new forest admini-
stration at a conference of the Canadian Forestry Association held in Victoria
in September, 1912, in honour of the formation of the Forest Branch. The
new service was to provide practical everyday administration and ensure the
"quickest, safest" production of the next crop without interfering with the
fullest use of the forest. British Columbia, Ross continued, had to avoid the
fate of other states and communities through cooperation between government,
lumbermen and the public to perpetuate the forest.

The great railroad corporations, departmental stores and manu-

facturing plants of this continent have shown what careful or-

ganization can achieve and it is my ambition to have the Govern-

ment's timber business run on the same lines of clear cut busi-

ness efficiency.26
In this way, Ross told the Western Forestry and Conservation Association
held in Vancouver a year later, settlement in permanent communities would
become the main object of forestry, leaving behind "the old uncivilized idea
that a lumbering population is a vagrant one that destroys a timbered region
by fire and Iumbéring and then moves on elsewhere."27
For two years after the formation of the Forest Branch, a full-scale

attempt was made to lay the groundwork for Ross's "progressive" vision.

Chief Forester MacMillan quickly set about recruiting qualified foresters from
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a small pool of available talent being turned out by the Universities of Toronto
and New Brunswick, as well as from the Dominion Forest Service and the
Canadian Pacific Railway. Notable among these was the future Chief Forester,
P. Z. Caverhill, from New Brunswick.28 MacMillan also began to set up a
comprehensive structure of forest reconnaissance, surveying, inspection and
protection. The programme was financed by a legislative vote of $160, 404
for general administration, and a $105,259 contribution to the Forest Protec-
tion Fund, equal to the amount collected from timberholders.29

By 1914, 558 temporary and permanent forest protection officers were
on the ground, although the average area per man was still at a ridiculously
high level of 500,000 acres. The Forest Protection Fund contained $359,000
to patrol for and fight fires, as well as to establish a forestry infrastructure
of trails, telegraph lines and lookout stations. Studies on insect damage and
effects of slash burning on Douglas fir regeneration were undertaken in con-
junction with the Dominion government. In addition, an agreement was worked
out with the Dominion Board of Railway Commissioners establishing extensive
forest protection regulations for railroads under Dominion charter, to be
enforced by provincial foresters with partial funding by the railways. Similar
regulations were adopted for railroads being built under provincial charter. 30

During its first two years of operation, the Forest Branch began a
thorough examination of all applications to purchase and pre-empt Crown
land, and undertook reconnaissance of forests contiguous to new railroad de-
velopment and tributary to important water systems. An extensive slash
burning programme was started to clean up old debris on road and railroad
construction sites. And under Forest Branch supervision, 15,000 acres of
logging slash was burned in 1913 and paid for by the operators.31 At the
end of 1914, the first provincial forest reserve, the 100 square mile Elk River

Reserve, was established for permanent growth of timber.32
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This initial burst of forestry activity was brought to a sudden halt
in 1913 by economic collapse. The outbreak of war which followed insured
that it would not be resumed quickly. Under pressure from the industry,
MacMillan was forced to accept that money could no longer be spent on fores-
try activities which served no immediate purpose.33 Previously, the allot-
ment of funds for forest protection had been based as closely as possible on
degree of fire risk, irrespective of ownership. In 1914, in almost all forest
districts, patrol was to be confined to licenced and alienated timber only.3u

But, unfortunately, 1914 was a particularly bad fire year. The
Forest Protection Fund ran up a deficit of $82,000 covered by a loan from
consolidated revenue funds. Timberholders' contributions were in arrears
by $45,000. Expenditures on improvements dropped from $104,000 in 1913-14,
to just over $8,000 in 1915-16. Reconnaissance, land classification and log-
ging inspection were all curtailed. As war continued, the ranks of the
Forest Branch were severely depleted.35 The efforts of the remaining per-
sonnel turned to the more immediate concerns of market extension work in
order to revive an industry so vital to the provincial economy. Any real pro-
gress in forestry matters was clearly dependent on that revival.

Economic hardship also brought sharp attacks from industry members
over alleged patronage and inefficiency in the forestry bureaucracy. In
December, 1913, T. F. Paterson, president of Paterson Timber Company, de-
livered a stinging attack against the Forest Branch, and MacMillan in parti-
cular, at the Western Forestry and Conservation Association's conference.
"Theorists" and "faddists," he claimed, were wasting money establishing a
forestry infrastructure far beyond the needs or capacity of the industry.

He suspected that much was being spent on "political charity" under the
guise of forest protection, and suggested a joint committee be constituted

to manage the Forest Protection Fund.36 In February of that same year,
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the Mountain Lumber Manufacturers' Association drafted a similar recom'menda—
tion that government take appointments out of the domain of politics by giving
more power to the Chief Forester, and by appointing two practical lumbermen

to the Forest Branch in an advisory capacity.37

These concerns persisted, prompting the British Columbia Loggers'
Association, in November, 1915, to confer with the Vancouver District Forester
and his rangers on the problem of greater efficiency in spending Forest Pro-
tection Fund money on the coast.38 The lumbermen, having entered into a
cost-sharing system of forest protection with the government, expected the
government to administer the fund in a businesslike manner: maximum effici-
ency at minimum cost. Clearly the normal patronage system which might have
been tolerable in public works jobs and contracts was not acceptable when
the protection of private investment in timber and logging plants was at stake.
And it appears that industry charges of political patronage were not without
foundation.

W. R. Ross, outlining the policy of his Department on the appointment
of summer wardens to the secretary of the Aggasiz Board of Trade, explained
that after giving employment to men of good standing previously in the ser-
vice, the policy was to employ local men. "The recommendations are made
usually through the sitting Member representing the district," Ross advised

39

him. There is substantial evidence that, indeed, this was the regular

hiring process. For example, Archie McDonald, M.L.A., sponsored a Van-
couver man for a reconnaissance survey in the Peace River District.uo
Similar recommendations for ranger positions in the Nelson District and in

the north came from members Hunter and J. A. Fraser.l”

And Ross himself
was looking after the interests of a local party man, A. M. Beattie, for
position of fire warden in his district of Fernie.ll2 Clearly, "efficiency" in

the Forest Branch had to co-exist with a provincial political system based,
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to a large extent, on personal favour and allegiance. While headquarters
was staffed with some of the best "technocrats" of the day, the grass roots
of the Forest Service were still well mired in ordinary, everyday politics.
This issue of political hiring in the Forest Branch was to be addressed more
seriously in the wake of the Tory defeat of 1916 and the coming to office of
a Liberal "reformist" administration pledged to, among other things, the
elimination of the patronage system and the honest management of the pro-
vince's natural resources.

Wasting little time after the Liberal victory in November, 1916, the
various provincial associations of lumbermen, shinglemen and loggers from
both the coast and interior, formed a joint committee which met with the new
Minister of Lands, T. D. Pattullo, in January 1917. In elaborating its posi-
tion, the joint committee wrote Pattullo, reminding him that inefficient forest
protection was a threat, both to the province and the capital investment of
timberholders and operators. After three or four years of discussion, and
now encouraged by the announced policy of the new government to end
political patronage, the contributors to the fund had decided to come forward
in view of the "serious waste both of money and timber, due to the political
control of minor appointments." The time had come for a "clean sweep" of
the old methods. They recommended a permanent council of four representa-
tives, one from each association, which, along with the Minister, would super-
vise temporary appointments to the forest service as well as approve alloca-
tion of fire protection funds.uu

The Minister, after consideration, rejected the idea of creating a board
with statutory authority as requested, but consented to the establishment of
two advisory boards, one for the coast and one for the interior, composed of
three departmental representatives and two lumbermen on each. He also

agreed to having wardens and rangers chosen by merit through a system
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examinations.l45 On 7 March, it was announced that 65 assistant rangers
selected through an examination system approved by the joint committees,
were to be hired to replace 163 part-time forest guards employed the year
before. They would be retained for six months at $100 per month, with
assurances of re-employment and advancement by merit. During the height
of the fire season, each assistant would be provided with a number of emer-

gency patrolmen.ufs Heartily endorsing the scheme, the Western Lumberman

hailed the new administration of H. C. Brewster as a "business government."

And the Victoria Times boasted that this would be the first time in Canada

that "an outside service has been taken out of politics and placed on a basis
of business efficiency."48

A series of assistant ranger exams was held in 1917, but the following
year, due to the war, the system broke down through a lack of examiners.ug
Many of the vacancies went to returned soldiers.50 However, the merit sys-
tem was retained and, in 1919, extended to the appointment of rangers exa-
mined by a board of forestry officials under the auspices of the Civil Service
Commission.51 While it was difficult not to lapse into automatic promotion of
assistants to full rangers, the scrupulousness of the Forest Branch was evi-
denced in this matter by the attitude of Vancouver District Forester,
P. Z. Caverhill, who wrote to the Acting Chief Forester in 1920 that

The Ranger examination is one of the biggest things we have

put over since the Forest Branch was created...examinations

should be conducted so that no question can arise as to the

fairness of the methods adopted and nothing that will look

like choosing men independent of the examinations must be

entertained for a single instant.

The diligence of the new regime did not, however, extend to the

u7

seasonal patrolmen and look-outs who were still, according to veteran forester,

C. D. Orchard, "very much on the patronage lists" and had to be cleared

by electoral districts with the local member of the legislature concerned.53
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Nevertheless, the patronage network was broken. Political appointment in
the lower echelons of the part-time field service, previously in the hands

of the wardens, was now centralized in Victoria. But, more to the point, the
administration of forest protection, long tainted by political considerations,
would now be brought under the closer control of the industry. While this
new regime would prove little more efficient in terms of protecting the forests
from fire, it would become a more efficient means of protecting the lumber-
man's profit margin.

Once the merit system was in place, the attention of the advisory com-
mittees turned more to the management of expenditures through the Forest
Protection Fund. The two committees were soon merged, and usually met
in the spring and fall to plan and review the season's work. Eventually, a
coast sub-committee was formed, which met every month during the fire
season.su The first four lumbermen on the Committee, like those who followed
them throughout the decade from 1917 to 1927, represented four of the larg-
est, most modern and well-capitalized operations in their areas of the province.
The coast manufacturers' representétive was E. J. Palmer, vice-president
of Victoria Lumber and Manufacturing Company, Chemainus, one of the
largest cargo mills, owned by a powerful American lumbering family from the
mid-west, the Humbirds.55 The loggers' representative was M. D. Rector,
of the International Timber Company, Campbell River, another modern opera-
tion with nine steam donkeys, 22 miles of railroad and a capacity of 225
thousand feet per day.56 The interior representatives were C. D. McNab,
of the Baker Lumber Company, Waldo, a combined logging-mill operation of
150 employees producing 85,000 feet per day, and Neil Murray, of Arrow
Lakes Lumber Company, Kamloops and Arrowhead, one of the largest opera-

tions in the interior, capitalized at $1 million.
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Most Committee members were also associated in an executive capacity
with one or more of the various forest industry associations through which
they represented hundreds of other operators of varying capacity and capitaliza-
tion. The Forest Protection Committee, then, contained the most advanced
and well-financed operators and some of the largest timberholders in the pro-
vince for whom fire was a constant threat to both their timberholdings and
their heavy investment in plant and equipment. A voice in fire protection
administration ensured not only that their share of the fund was not being
squandered through patronage but, more importantly, that their timber and
property was being properly protected.

Thus, in January, 1919, the Committee unanimously recommended that
accumulated slash from previous years was to be disposed of by the Forest
Branch at the expense of the Forest Protection Fund. The disposal of any
new slash created after that date by a contributor to the fund was to be paid
for half by the operator and half by the fund.58 In the past, the cost had
been borne completely by the operator. While disposal was still largely volun-
tary, this measure certainly increased the likelihood of its being carried out.
Indeed, during the first fiscal year following the enactment of this provision,
forest protection expenditure devoted to improvements increased from $28,397
to $85,548, reflecting increased use of the fund for slash disposal.sg

However, 1919 was a bad fire year and 1920 a disastrous one. Fire
fighting costs soared in the latter year to $257,126 from $44,083 in 1918.60
The Committee somewhat reluctantly agreed each year to assessment increases
from one and one-half cents to two cents, and then two and one-half cents61
(see Table 6). But at the time of the first increase, logger representative,
M. D. Rector, recommended that since funds were inadequate to protect

the timber of the whole province, a sub-committee should be established

to decide the most equitable way to apportion the money. The
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Committee also decided that it should assume none of the costs of combatting
the yellow pine bark beetle infestation in the mountain districts.62

These latter two moves on the part of the lumbermen, and their re-
luctance in increasing the assessment on their holdings, indicate that al-
though the Forest Protection Committee included important representatives
of the "forest industry," these men still saw forest protection very much on
an individual basis. The timberholder was assessed so much per acre, and
expected that in return his timber would be protected. The government,
with a wider responsibility to protect non-forested land, as well as unalienated
Crown timber, was encumbered in its larger conservationist goals by this
narrow view of the lumbermen.

The problem was exacerbated by a number of factors. Despite the
somewhat conjectural survey of British Columbia's timber resource done by
the Commission of Conservation in 1915-17, there was still no accurate ap-
praisal of the quantities of merchantable timber in the various districts of the
province that required protection. In addition, the revenue base of the
Forest Protection Fund was gradually being eroded. By 1919, over 6,000
of the 13,600 provincial timber licences were in abeyance under a Wartime
Relief Act. This reduction in the number of contributors in part had neces-
sitated the increased assessment on the remaining licencees and Crown grant
holders. The fact that in 1917 and 1918 over twice as much money was spent
fighting fires started on non-Forest Protection Fund land as on Forest Protec-
tion Fund land even if, at times, to protect the timber of contributors was be-
coming a sore point63 (see Table 7). After the ruinous fire season of 1920,

a special meeting was called with the Minister of Lands to review forest protec-
tion requirements.

It was generally felt by the meeting that the force was at best skeletal,

only one-half as numerous as it should have been. There was, as a result,
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some lumbermen thought, no real integration of effort with the local public
despite the rangers' best efforts. Logger representative, A. E. Munn, felt
that the blame lay with the government, which was receiving more from the
forests and spending less on them than any other jurisdiction in the world.
The consensus of the lumbermen was that a minimum fund of $600,000 was
needed for effective protection, and that Crown timber acreage should be cal-
culated for assessment in proportion to the areas involved.Gu

The government countered that the 33 1/3 percent increase in forest
protection tax over two years had not compensated for the decrease in con-
tributing acreage due to lapsed licences. The fund was smaller in 1920 than
in 1914, while the area to be patrolled was increasing with the opening of ncw
regions to settlement and logging activity. In reply to the lumbermen's argu-
ment that the largest portion of the fund was being used to protect young
growth, watersheds and other non-taxed lands, Forest Branch officials claimed
that, although in acreage the proportion of taxed timberland protected com-
prised only seven percent of the total area, it held over 80 percent of
the total merchantable timber patrolled. In addition, fund contributors re-
ceived compensation for fire damaged property and equipment on which they
paid no extra protection tax.65

This argument did not impress the lumbermen. At the December, 1920,
meeting they submitted a carefully devised proposal designed to alter the
balance of forest protection contributions. They claimed that in 1911, when
the "dollar-for-dollar" principle was established, nothing was known about
the extent of unalienated Crown timber. Since that time, the limited increase
in knowledge gained through the Commission of Conservation survey indicated
government reserves were far greater than previously assumed. Moreover,
at least two-and-one-half million acres, at one time held under licence, had

reverted to the Crown. This increase in government timber "automatically
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reduced the Government's contribution towards the protection of it... ."

Thus, to protect the public's interest through rentals and royalties in ali-
enated timber, to protect vacant Crown land, privately owned timber land
not contributing but being patrolled, farm property, mines, construction
works, watersheds and, especially, young growth, it was recommended that
the government's contribution should be increased to $300, 000 of a proposed
$500,000 fund. The lumbermen's own increased assessment of two-and-one-
half cents would cover the other $200,000. In particular, the lumbermen
stressed the government's responsibility to protect immature timber which
they felt was by far its "most impoftant reforestation measure under present
day conditions." The cost of such "'repairs and maintenance' of British Colum-
bia's forests" was a "necessary deduction from the large annual revenue which
the provincial forests are now yielding."66

It was clear from this proposal that the lumbermen put a narrow inter-
pretation on their.role within the forest protection system. While they fought
the day-to-day battles of free enterprise, the government sat back on its
reserves and collected the fruits of their "labour." From 1914 to 1921, be-
tween two-thirds and three-quarters of the fires fought each year with
Forest Protection Fund money originated on lands not paying into the fund.
An undisclosed percentage of the remainder originated on vacant Crown
Iand67 (see Table 7). It was, therefore, only just in the lumbermen's eyes
that the government be charged with the larger duty of protecting the public
and ensuring the perpetuity of the timber resource. Of course, the industry
was as dependent on a perpetual source of raw material as was the govern-
ment. But, as individual entrepreneurs fighting to make a living, lumbermen
felt they could hardly be expected to deal with such lofty obligations. The
position of the Crown in British Columbia tenure arrangements tended to

buttress their contention. In the middle of a post-war depression, this was
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a compelling argument and the government accepted it, along with the in-
dustry's new 3:2 cost-sharing formula.68

This "bottom-line" attitude of the industry, while tolerated by the
government, was nevertheless not wholly acceptable to the Forest Branch.
M. A. Grainger, who had taken over as Chief Forester following MacMillan's
resignation in 1917, expressed the general dismay of those in the forestry
profession with the behaviour of the logging community. Your wasteful and
dangerous logging practices, he told the Pacific Logging Congress in October,
1920, shock even "us on the Coast, where we are pretty well hardened to
every form of waste there is." Eight or ten years before there had been con-
siderable public support for fire prevention. The war retarded progress but
now, he asserted, was the time for a fresh undertaking:

We are cutting blindly into these western forests. The business

of all concerned is simply to turn so many logs into so many

dollars. Why not take a little interest in what is happening to

the forest upon which all this industry depends? Why not give

your support to a little study of how nature can be given the

best chance to reproduce the timber now being taken away?

After ten years of forest service work | can say that none but

a forestry official can fully realize the lack of interest the

West takes in its own future.59

Unfortunately for Grainger, the west was headed into another economic
depression at the end of 1920. After struggling through the war years, the
forest industry in British Columbia enjoyed a spurt in 1919-20 as pent-up
world demand was suddenly unleashed in post-war reconstruction, In 1920,
the value of production in the forest industry soared to over $91 million from
a war-time average of approximately $40 million per year. War-fuelled infla-
tion, over-production and post-war unemployment soon put a damper on this
momentary boom economy and for the next two years production plumetted

to under $65 miIIion.70 If this were not bad enough, the 1922 fire season

was the worst to date. Fire-fighting costs reached a high of $479,800
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necessitating a special levy of three-and-one-half cents per acre on the
timberholders, much of which was not collected.71

As well as hobbling the lumber industry, the war knocked the bottom
out of the market for standing timber. Though stumpage values increased
slowly, due largely to inflation, there was not much buying for investment.7
This slump flushed out many speculators whose licences fell into abeyance.
However, a large proportion of forest protection money was still being col-
lected from non-operating timberholders. The proposed special levy was not
well received by Forest Protection Committee member, A. F. Sutherland, re-
presenting the Timberholders' Association. He made the usual claim that news
of the increase had squelched a proposed deal with an American company
which could not take the chance of being legislated out of a profit. The special
levy was a breach of faith with the licence holder, amounting to confiscation
of an investment already undermined by the war, Sutherland maintained.73

The upshot of this confluence of economic depression, heavy fire ex-
penditures and a desire on the part of the industry to shift more financial
responsibility onto the government, was a breakdown of the cooperative
structure created during the war. As a result of the lumbermen's unfavour-
able reaction to the special levy, the Committee proposed, in October 1922,
a barrage of legislation effectively reducing the cooperative aspect of the
joint protection system by increasing the fire protection responsib'ilities of
the individual operator and the regulatory functions of the government.

Logging operators were made responsible for the costs and work of
controlling and extinguishing all fires starting on their limits without any
assistance from the Forest Protection Fund, which previously had borne
the cost. However, where a fire started elsewhere and spread onto the

limits of a contributor, all costs, up from 50 percent, would be refunded

provided that all fire protection regulations had been followed. The entire



75

cost of all slash burning on alienated timber holdings was now to be borne by
the operator instead of the previous 50 percent. The Lieutenant-Governor in
Council was empowered to make regulations requiring all operators to main-
tain at their own expense fire-fighting equipment and fire prevention officers.
Such regulations were implemented in March, 1924. As well, the Lieutenant-
Governor in Council could create danger zones in periods of extra hazard
in which logging operations would be forbidden and conscription of a fire-
fighting force carried out. In addition, the Department undertook to create
design specifications for all spark arresters used on logging equipment. These
were enforced in March, 1923.74

While this spate of legislation increased the theoretical responsibility
of the individual operator for the protection of his own limits, its effect was
to erode the overall efficiency of the fire protection service. The ability of
an operator to patrol his limits and fight fires effectively was dependent on
his willingness and ability to invest in the requisite manpower and equipment.
Effective fire protection ultimately required universality of coverage. As
the system became atomized rather than integrated and strengthened, effec-
tive protection came to depend more on the individual initiative of the operator.
A weak link in the chain could prove disastrous for many. The legislation
provided for this eventuality by increasing Forest Protection Fund coverage
for complying operators in case of fire spreading from outside their limits.
But this "increased" coverage was really an admission of a general breakdown
in the system.

This was not a satisfactory situation for Chief Forester Caverhill
who circularized the coast lumbermen in March 1924 concerning the future of
an industry which produced one-quarter of Canada's total lumber output.
In the coast district, which depended absolutely for its future prosperity on

the continued production of lumber, the annual increment through natural
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regeneration still exceeded the annual cut. But, he explained, "The one
element which will upset this prosperity and progress is fire." The industry,
he figured, had lost 18¢ per thousand feet in 1923 on fire costs and damage
whereas 10¢ to 25¢ per thousand spent on proper and cooperative fire pro-
tection, would virtually eliminate fire risk. "Given the same degree of energy
and intelligent direction applied to the fire problem, that is usually shown
in the production of logs," he predicted, "the future of the Industry would
be assured in this district."75 Unfortunately, what was an "Industry" in
terms of the present production of logs and lumber, would not recognize
an "Industry" interest in protecting its future raw material base.

But following the prolonged royalty negotiations, during which the
TIC lobbied strongly in terms of an "industry interest," the Forest Branch
was better able to bargain over forest protection administration in terms of
an "industry contribution." The 3:2 ratio had been established in 1920 at
the request of the timberholders, mainly to correspond to a decreasing num-
ber of individual holders and an increased estimate of the extent of government
reserves. By 1925, the area contributing to the fund had declined another
million acres. The timberholders' contribution was consistently below their
$200,000 quota, dropping to $176,000 in 1925-26. At the same time, a series
of bad fires years had pushed annual protection costs over $600,000. The
Forest Branch now demanded that the 3:2 ratio be maintained by an in-
creased assessment on the industry. It would no longer accept a decline
in the number of licences as an acceptable excuse for a diminishing industry
contribution. So that the views of the members representing the " Industry"
might be crystallized and placed before the government, it was suggested
that a subcommittee be appointed to confer with Chief Forester Caverhill

regarding the apportionment of the deficit between the two sides.76
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Thé result of this meeting was a decided disagreement and the drafting
of two reports, one from the two industry representatives comprising the
subcommittee, and a minority report submitted by Caverhill. The subcommittee
report drafted by L. R. Andrews, secretary of the British Columbia Loggers'
Association and ex-District Forester for Vancouver, and |I. R. Poole, secre-
tary of the Mountain Lumber Manufacturers' Association, maintained that
statistics from the Commission of Conservation survey of the province's
timber resources indicated a division of costs on the more heavily timbered
areas of two-thirds to one-third. But taking the ratio of the privately held
timber land to the total unalienated Crown timberland of all classes, a more
equitable ratio would be 10:1. The biggest proportion of Crown land, some
62 million acres they figured, was non-merchantable reproduction. The
protection of this class of land,

for a future crop of timber is a Governmental function. The

responsibility for the care of these lands should not be placed

on private holders of timber who have no equity in its present

or future value.

On the other hand, they argued, the government had an equity interest in
privately held timber of at least one-third the value. Moreover, Andrews
and Poole complained that, after the adjustment of the cost-sharing ratio

to 3:2, further amendments undermined this advantage by putting the burden
of protection on individual operators.77 They conveniently forgot that the
industry members on the Committee had been the ones to initiate these amend-
ments.

The lumbermen clearly wanted it both ways. First, they abrogated
the responsibility for maintaining a universal system of forest protection.
They then used the theoretical increased personal expenses consequent
upon that position--expenses which they had initially accepted in place of

higher taxes--as an argument for even greater government contributions

to the Forest Protection Fund.
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Andrews and Poole were, however, able to quote the Royal Commission
of 1910 to telling effect. Noting that the $3.5 million of forest revenue per
year was being spent on such things as the provincial university, roads,
buildings and railroads, they recalled the Commission's recommendation that
all timber royalty income should be viewed as forest capital, not current
revenue. On that basis, they reasoned that since 90 percent of reforestation
in British Columbia consisted of proper protection of new growth, a sufficient
proportion of government revenues from the liquidation of the capital asset
should be spent to protect and restore that asset. The industry report thus
recommended an increase in the Forest Protection Fund to $650,000, based on
a ratio of 4%:2; that is, $450,000 from the government and $200, 000 from the
timberholders. The $400,000 deficit was to be charged, according to a compli-
cated formula, $323,000 to the government, and $77,000 to the timberholders.
Since the interest of the province as a whole in forest protection was bound to
increase more rapidly than that of private holders, they recommended a peri-
odic review of the situation.78

In reply, Caverhill, in his minority report, successfully showed that
forest protection costs were apportioned more on the basis of timber value
and fire occurrence than acreage. He eliminated from the lumbermen's calcula-
tions the northern sections which received very little coverage. Accepting a
one-third equity in privately held timber on Crown land and, at most a 10
percent equity in Crown-granted timber, and adding to this 56 billion feet of
unalienated timber in the patrolled area, he estimated a government-industry
ratio on a combined acreage and timber value basis of 3:2. On this account,
Caverhill could see no reason why the government should assume any greater
responsibilities. It is notable, however, that Caverhill's case did not de-
pend on any explicit assertion of industry responsibility for protection

of immature Crown timber but, rather on a technical argument that it was
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incorrect to base apportionment of costs on acreage alone. Furthermore, the
Chief Forester could not refute the industry argument on the use of forest
capital. But, given the state of the provincial treasury, there was no way
that the government would implement the Royal Commission recommendations.
As a compromise, Caverhill undertook to establish a special forest reserve
fund, out of royalty and stumpage revenues, for the protection and the per-
petuation of official Crown forest land, of which there was, by that time,
4.5 million acres.79 In December, 1925, there was created a "Forest Reserve
Account" equal to three percent of annual gross receipts from timber royalty
and stumpage to meet the cost "of the development and protection of forest
reserves, and the planting of denuded areas and maintaining the growth of
continuous crops of timber.. ."80

Thus, while the Forest Branch refused to accept, officially, any
greater share of Forest Protection Fund expenses, Caverhill did, in effect,
accept the lumbermen's argument that it was exclusively a government
function to ensure a future crop of timber for the industry. By accepting
this principle, Caverhill opened the door for further concessions over the
succeeding four years.

The official fund stayed at $500,000, based on a 3:2 ratio but, while
the government's regular annual contribution remained constant at $300, 000,
the industry's never rose above $170,000. As the real ratio declined to 5:3,
this gradually became officially recognized as the basis for assessing the
special levies to make up the continuing shortfall. Thus, in effect, by
January, 1927, the 3:2 ratio had been abandoned as the government came to
accept a diminishing contribution from the industry, despite Caverhill's
complaint to Pattullo, supported with statistics from five western American

states, that "It is a recognized fact that all Forest Protection agencies have
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to protect areas outside their holdings."81 Unfortunately for Caverhill, this
was not an accepted principle of forest protection administration amongst
private holders of timber operating on Crown land in British Columbia. As
John Lafon had observed fourteen years before, British Columbia would have
to adopt different methods to obtain the same effective protection as existed
under different tenure arrangements to the south. With the timberholders
and lumbermen unwilling to assume a responsible industry attitude to the
perpetuation of the forest resource, it was left to the government, afraid to
jeopardize either the competitiveness of the industry or the attractiveness

of investment in British Columbia, to do so. |

The province's lumbermen, from the start, had required government
involvement in timber protection as a prerequisite for investment. But when
the Conservative government's protection service was found to be overambitior:s
and mired in patronage, the lumbermen demanded a role for themselves in
administration. Once granted that role, the lumbermen used it, in effect,
to underminé the cooperative nature of the protection system. They main-
tained their position of administrative control, but abrogated a fair share of
the fiscal responsibility for insuring the perpetuation of the resource upon
which they were dependent.

Government involvement in forest protection had stemmed from the
nature of Crown tenure and the desire of the government to establish the
appropriate conditions for investment in, and development of British Columbia's
timber resource. In theory, rising western stumpage values, increasing
lumber prices and larger profits would inevitably have enabled the industry
to undertake a larger share of the cost of providing for the protection and
perpetuation of its raw material supply. This scenario was upset by war-
induced inflation, rising costs and overexpansion of industrial capacity in

the midst of fluctuating and unstable markets. Again, in theory, as the
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vested interest of the industry grew over the years in terms of accumulated
carrying charges, capital investment in plant and equipment, and the in-
tangible effect of membership in a developing British Columbia society, the
Liberal government should have been able to shift more of the costs and re-
sponsibilities for timber protection and conservation onto the industry. But
the government's bargaining leverage was undermined, not only by existing
tenure arrangements and by the economics of the industry, but also by its
own political prioritiés. The more the industry was used to help pay for and
implement social reform measures,82 the more it felt justified in refusing to
assume increased forestry costs. Furthermore, a government going more
into debt each year as a result of its railway, taxation and social welfare
policie583 could not afford to jeopardize timber revenues by piling extra costs
and responsibilities onto timberholders. On the other hand, with an annual
sum of $3.5 million, or approximately 20 percent of all provincial revenue
from 1917 to 1928, coming through the forest industry,su it was difficult for
the government to tighten its purse-strings when it came to protecting and
conserving the source of that largess. And, finally, rapid expansion of over-
seas lumber trade and log exports in the mid-twenties meant the province was
beginning to face depletion of the most accessible forests. As fires continued
to rage, it became less politically possible for the ultimate owner and largest
single beneficiary of Crown timber to ignore the problem of perpetuating the
forests and the industry dependent on them: an industry, moreover, with
which the government, at the same time, was involved in a business partner-

ship to extend forest product markets.
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Chapter 4
BUSINESS PARTNERS: FOREST PRODUCTS MARKET EXTENSION

During the first decade of the twentieth century, investment in British
Columbia timber and mills was based on optimistic assumptions of continuing
growth, increasing lumber prices and rising stumpage values. But with the
end of the prairie boom in late 1912 and 1913, and a contraction of foreign
investment, British Columbia's forest industry .suddenly found itself in trouble.
The onset of war further disrupted normal trade and investment patterns,
precipitating a crisis which the industry alone was not prepared, nor orga-
nized enough to meet. Because of the importance of the lumber industry
to the provincial economy, and by the very nature of forest tenure arrange-
ments, the provincial government found itself inextricably involved in the
problem of over-capacity, failing markets and declining prices. Throughout
the war, the Conservative administration, its agents, as well as federal offi-
cials, led the lumbermen of British Columbia towards the development of a
marketing infrastructure capable of bringing economic stability to the forest
industry. After the war, the Liberal government tried to disengage itself
from such close involvement in marketing, which it considered an industry
responsibility, and concentrate more on general publicity and promotion.
But fluctuating demand and the importance of lumber sales to the provincial
economy and, thus, to political longevity, undermined any drastic change
in policy until the end of the period under study.

As markets expanded in the mid-1920's, and lumber sales hit record

levels without proportionate increases in industry profits, the problem of
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western stumpage values came to be perceived as one of excess competition
rather than insufficient demand. The Forest Branch turned its attention
to the more technical concerns of forestry, while the industry set about
organizing both production and sales on an international basis.

In the Douglas fir belt of the Pacific Coast, on both sides of the border,
enough timber had passed into private hands by 1915 to supply available
markets for generations. But holders, because of high carrying costs and
falling values, were bound to cut as rapidly as possible to save their in-
vestment. As Chief Forester H. R. MacMillan observed:

it now lies in the hands of an unorganized, inexpert mob of

timber owners on the Pacific slope, by stampeding to cut

their holdings, to cause more loss to the state and the pub-

lic, by maintaining an over production of lumber, than can

reasonably be expected from any series of bad fire seasons.

In particular, the Chief Forester was concerned about financially weak holders
whose excess stumpage constituted "a club held over Pacific Coast forest
policy," making it impossible for governments to enforce clean logging or pro-
vide for future crops. Thus, the Pacific forester had to broaden his work
and "blaze a new trail." Since controlling the cut was not considered a viable
solution, the job of the forester became the promotion of greater sales of
|umber.1

This was particularly so in British Columbia. Not only was lumbering
the chief economic generator of the province, but under a system of Crown
tenure, the government was, in fact, a "partner" in the exploitation of the
forest resource. Having by 1915 conceded to timberholders fixed rentals
and a restricted scale of royalties for forty years into the future, the govern-
ment was drawn ever more seriously into the problem of expanding markets

. . . . 2 .
and sales in order to maintain timber revenue levels.” As Conservative

Minister of Lands, W. R. Ross, succinctly put it:
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Practically speaking the government of this province is in the

lumber business and it must push that business for the triple

purpose of increasing local industry, securing revenue and

obtaining full use of the forest.3

Before World War One, apart from the occasional futile attempt to
have the Dominion government impose protective tariffs against the dumping
of low grade American lumber into their chief market on the prairies, the
lumbermen found little need to organize themselves for the promotion of
lumber sales. Whether the easy prairie market distracted coast millmen
from pursuing off-shore markets, or whether it was a timely alternative to
foreign markets from which they were being pushed anyway by more
aggressive, better equipped and organized American businessmen, the fact
remains that by 1913 British Columbia's share of Pacific Coast water-borne
lumber trade had declined markedly.ll Only with the collapse of the prairie
market was this perceived as a significant problem. It then became apparent
that while British Columbia's share of cargo sales had diminished, American
mills had been establishing important marketing links with Pacific markets,
such as Australia, China, South America, Japan, as well as with the United
Kingdom and Europe. San Francisco shipping and brokerage firms, with a
network of foreign commercial agents, had achieved a virtual monopoly over
the Pacific Coast lumber trade. For their part, American mills had organized
production sufficiently to meet the large volume demanded by new steam
freighters. More modern loading facilities at American ports and larger
domestic markets for imports also worked against the province's cargo miIIs.5

British Columbia's notoriously individualistic lumbermen now looked
to the government for assistance in organizing to capture new markets.
Agitation for government involvement was first directed at the Dominion
Department of Trade and Commerce. The Lumber Committee of the Vancouver
Board of Trade, in the spring of 1914, began calling for a special lumber

trade commissioner to investigate markets in South America, Australia and
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Africa.6 Premier McBride organized the lobbying of the Minister of Trade
and Commerce, George Foster, by several British Columbia members of Parlia-
ment, but with little success. Foster seemed satisfied with the existing staff
of permanent trade commissioners.7 Further pressure on Foster to negotiate
a preferential trade agreement with Australia finally resulted in the appoint-
ment, upon the recommendation of the lumbermen, of H. R. MacMillan as
special lumber trade commissioner to that country.8 His mandate was eventu-
ally expanded to include Great Britain, Holland, France, South Africa, South
America, India, New Zealand, China and Japan. While MacMillan was a

federal appointee, he was still the Chief Forester of British Columbia and

de facto trade representative of the British Columbia industry. He wasted

no time in trying to establish a rudimentary marketing infrastructure for
British Columbia lumbermen, using the combined efforts of the Forest Branch, -
the provincial Agent-General in London, the Commercial Intelligence Service
of the Dominion government, and the British Admiralty. The imminent open-
ing of the Panama Canal raised hopes for the ultimate success of MacMillan's
mission.

Upon arriving at his first stop, Great Britain, MacMillan soon dis-
covered, if he had not already known, that British Columbia mills were work-
ing at a great disadvantage in not having their own export agency represented
by business agents in London. Under the ordinary procedures of commerce,
British merchants or government purchasers contacted London brokers who
cabled Pacific Coast agents for quotations. All the agents but one were
located in the United States and it was certain, according to MacMillan, that
the Americans were not passing business on to British Columbia. In fact,
the Chief Forester claimed

there is no doubt that American interests work directly against

this Province just in the same way that they quote higher
freights to Australia from British Columbia points. They exert
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all their influence against any preference for British
Columbia material.?

Moreover, as MacMillan informed local millmen, most American exporting
companies either owned or chartered their own vessels. British Columbia
shippers, on the other hand, had a reputation in Great Britain of refusing
to charter a ship until a cargo was sold, or of even expecting the importer
to provide his own shipping. The only solution was for British Columbia
lumbermen to form an independent exporting company with strong agents

in Great Britain; and to keep up with American competition by holding ships
under ownership or charter. Once British Columbia selling agents were in
place, it would be necessary to install a lumber commissioner to educate
buyers as to the qualities of British Columbia timber. "The only reason why
enquiries go to the United States instead of Canada," MacMillan figured, "is
that the United States has the machinery and Canada has has (sic) not."10
But to create the machinery was no easy matter.

Early in 1915, the Victoria Board of Trade had sent a petition to the
provincial cabinet with detailed recommendations for a government-industry
market extension programme. Its members, including several Vancouver
Island lumbermen, envisioned a fund being established with equal contribu-
tions of $25,000 from the coast lumbermen through the British Columbia
Lumber and Shingle Manufacturers' Association (Manufacturers' Association),
the provincial government, and the Dominion government through the Depart-
ment of Trade and Commerce. The fund would be administered by a "joint
commission" of representatives from the various boards of trade, the Manu-
facturers' Association and the Forest Branch. It was to be used for lumber
exhibits, an education campaign for architects and builders, and the
creation of a commercial intelligence network. This network would cooperate

with an export selling agency formed by interested mill owners to whom the
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commission would communicate all information received from its representa-
tives abroad. 1

The Victoria proposal was given rather rough treatment when it was
referred for consideration to the more powerful Lumber Committee of the
Vancouver Board of Trade. This committee was in favour of both levels of
government contributing $25,000 each toward a market extension programme,
but stated emphatically that the coast Manufacturers' Association could not
raise an equivalent amount nor even part of it. More significantly, the com-
mittee, which included R.H.H. Alexander, secretary-treasurer of the
Manufacturers' Association, felt that an export selling agency for the pro-
vince's lumber was impracticable.]2

A general feeling amongst the lumbermen that the industry was already
contributing enough to government coffers through rentals and a newly re-
vised royalty schedule, was exacerbated by depressed economic conditions.
Many mills and camps were shut down or operating at reduced capacity.
Lumbermen and timberholders, keenly struggling to survive by cutting their
prices, were not temperamentally inclined to undertake cooperative market-
ing strategies, particularly with the government. As well, war had put
ocean tonnage at a premium. It was difficult enough to overcome the initial
American advantage. Now, in a wartime emergency, orders had to be filled
quickly and cheaply, imperial sentiment notwithstanding. To break the
American stranglehold over shipping and brokerage appeared more difficult
than ever. Under such circumstances, the industry tended to view this
task as largely a government function. The provincial government, for its
part, proceeded to implement, as far as it could, the recommendations in-
cluded in the Victoria Board of Trade petition, hopeful eventually to be able

to draw the lumbermen into a makeshift marketing infrastructure capable of

competing successfully in international markets.
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For fiscal year 1915-16, trade extension expenditures of the Forest

13 The office of the Chief

Branch were increased from $5,000 to $30, 000.
Forester became the clearing house through which orders were received and
quotations made. The acting Chief Forester, M. A. Grainger, dealt directly
with the provincial Agent-General in London, who was assisted by a Lumber
Commissioner appointed by the Forest Branch. Grainger also worked in co-
operation with the Dominion trade commissioners stationed in Australia, New
Zealand, South Africa, South America, Japan and China. Naturally, such
government officials had to be scrupulous not to appear to be representing
individual lumber companies. But, while the Agent-General or trade commis-
sioner usually communicated only with the Chief Forester's office, the Chief
Forester, aside from distributing a "Markets Bulletin,"“l in fact ended up
dealing with particular mills best suited to handle certain orders. While many
of these transactions never came to fruition for lack of tonnage, they did estab-
lish a prototype for the commercial machinery necessary to penetrate foreign
markets after the war.

Of course, much of the wartime business from Great Britain was in the
form of government war orders, such as ammunition boxes.15 But the pro-
vincial government was also involved in the promotion of strictly private
business. For example, while still in Great Britain, MacMillan had importer
Peto Bennett send a sample of Swedish butter boxes, used widely in Man-
chester, to M. A. Grainger. The acting Chief Forester contacted the Cameron
Lumber Company which, after seeing it, provided a competitive sample with
price quotation through Grainger to Peto Bennett. This importer was in-
structed to place any orders through Agent-General Turner.16 The Minister
of Lands, W. R. Ross, then wrote Turner urging him to follow up the matter

with a call to the firm,17 while Grainger circularized the box manufacturers

describing Peto Bennett's box business in Britain, South Africa, India and
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Australia, as outlined in MacMillan's special Trade and Commerce report. He
urged the mills to quote direct to Peto Bennett, and to forward samples
through the Forest Branch to the Agent—GeneraI.18 MacMillan advised the
provincial government to inspect shipments and to play the intermediary role
of an American exporting company until a similar British Columbia company
was established.19 However, high freight rates made any immediate business
unlikely. MacMillan's main purpose was to show that the business existed
and to provide some direct incentive for the development of a British Columbia
shipping service.zo

The Forest Branch was more successful in dealing directly with the
War Office. MacMillan, with visiting Premier McBride's help, managed, during
his sojourn in Britain, to secure orders totalling approximately 30 million feet,
shipped on vessels supplied by the Admiralty.21 The Manufacturers' Associ-
ation, despite its earlier reluctance to cooperate, upon prompting from
W. R. Ross, agreed to form an Export Sales Committee, including representa-
tives from nine mills, to deal with enquiries directed through the Forest Branch.
The Association also undertook to guarantee fulfillment of orders.22 This
arrangement was not completely satisfactory to Grainger, who circularized
the mills urging them to establish a proper export company with agents in
Great Britain and ships under charter.23 His proposition was again discussed
by the Manufacturers' Association, whose members agreed that something
should be done in this direction. Secretary R.H.H. Alexander then wrote to
Ross suggesting that since the Department of Lands was so interested in the
matter, Grainger should devote some of his time to it.24 Ross replied, saying

he viewed the disorganized state of the export mills with some anxiety and

felt that

The Government has been, and is, doing its level best to remedy
the serious situation of the lumbering industry, but | have felt

handicapped from the beginning by a certain lack of cooperation
that has been shown.
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Although he agreed it was not easy to organize an industry, Ross felt too
much time had been wasted without significant progress. Nevertheless, he
volunteered Grainger's services for as much time as necessary.25 In return,
in order to give the Department "some assurance of our manufacturers being
prepared to back you up in your efforts to secure a larger market for our
lumber in the Old Country," the export mills agreed to furnish minimum
amounts of certain specifications per month.26

The "shadow" commercial structure established through the Forest
Branch, the provincial government, and the Dominion Department of Trade
and Commerce, was intended to bridge the synapses between British Columbia
lumbermen and the existing international mercantile structure. Slowly, under
the stimulus provided by MacMillan's success in Great Britain, the millmen
were being drawn towards the implementation of the kind of commercial
machinery that the Chief Forester perceived as necessary for any permanent
penetration of export lumber markets. But these efforts were confounded at
times by the local lumbermen's lack of business experience in the inter-
national arena, and their inattention to the niceties of commercial relations;
a failing which tended to alienate potential customers and agents. As the
following incident indicates, the education of the province's lumbermen as
to the proper conduct of foreign business relations became for awhile almost
as important a function of government as the education of foreign consumers
on the qualities of British Columbia timber.

While H. R. MacMillan was in South Africa, he, along with Dominion
Trade Commissioner W. J. Egan, worked hard having specifications for rail-
road ties changed from Baltic timber to Douglas fir. The South African
Railway Company was prepared to take 60,000 creosoted Douglas fir ties
upon certification as to serviceability. Samples were sent by the Department

7

of Lands.2 The Export Committee of the Manufacturers' Association arranged
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for Dominion Creosoting Company to handle the order. That company under-

took to deal through the main Portland office of shipping agent, Balfour

Guthrie.28 Egan arranged for a South African brokerage firm, Chiappini

Brothers, to organize the transaction at his end. This firm, armed with

certification of quality provided by the Chief Forester from a British

railway, used its influence with the Chief Engineer of the South African Rail-

ways to get an open order, on the understanding that Grainger would at-

tempt to get the Admiralty to supply shipping. After all this work, Egan

was somewhat irate at the "terse reply" from Dominion Creosoting to Chiappini's

correspondence concerning brokerage arrangements. Egan, and presumably

the Chiappinis, felt that had Dominion Creosoting really been interested in

the business, they might have at least gone to the trouble to suggest who

represented Balfour Guthrie in South Africa.29 Two months later, after a

series of letters to Dominion Creosoting, including a reprimand from the

Chief Forester, Grainger was able to inform Egan of the identify of Balfour

Guthrie's Capetown agent, with the excuse that the company's inattention

to opportunities in South Africa was, at least in part, due to lack of ocean

tonnage.30 But by this time, the momentum originally generated by Mac-

Millan had clearly been lost. Dominion Creosoting having alienated the

agent for the railway, and with no tonnage in sight, the tender was opened

in September specifying hardwood ties.31
While adherence to proper business etiquette might have enhanced

future prospects, it could do little to solve the basic problems of an in-

adequate marketing structure and a shortage of ships. Without these com-

mercial "nuts and bolts" it was difficult to coordinate the process of buying

and selling lumber over great distances. Without control over shipping it

was impossible for British Columbia mills to quote prices inclusive of freight

charges. And without an integrated brokerage system, it was impossible to
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establish firm orders with which to interest a shipping company. The govern-
ment's attempt to break into the South African market again exemplifies this
conundrum.

H. R. MacMillan's address to the Society of Engineers at Capetown in
December, 1915, did much to dispel prejudice against Douglas fir in relation
to Swedish timber. Six merchants expressed interest through the Dominion
Trade Commissioner in British Columbia lumber, providing the government
could secure tonnage.32 W. R. Ross, with the help of provincial Lumber Com-
missioner in Britain, J. G. Woods, tried to arrange shipping through the
Admiralty, but to no avail.33 Without some assurance of shipping, South
African merchants were not interested in placing firm orders, and without a
definite enquiry or specifications to put before a ship broker, the Export
Committee of the Manufacturers' Association decided any quotation of price
was impossible.3u Grainger's exasperation with the whole situation was
evident when he wrote to the secretary of the Manufacturers' Association:

After the desperate efforts made by Mr. MacMillan to remove

the serious prejudice against Douglas fir in the South Afri-

can market and his success in interesting the local trade and

the railways in our products, the turnlng of this enguiry

down cold through inability to quote c.i.f.........!

In order to take better advantage of MacMillan's work, the Manufac-
turers' Association met in September, 1915, and decided that the export
mills should establish agents in London and elsewhere to quote directly on
any orders for British Columbia timber. But rather than establish an organi-
zation of their own, all the principal mills entered an agreement with the
Canadian Trading Company, a branch of the San Francisco-controlled Douglas
Fir Exploitation and Export Company, which was attempting to coordinate all
lumber activity in the Pacific Northwest.36 Because it was controlled from

the United States, there was some question about how helpful the Canadian

Trading Company would actually be in breaking the stranglehold of San
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37 In any event, nothing resulted

Francisco over the British Columbia trade.
from this first attempt at coordinating exports through a cooperative sales
agency. By mid-1916, all arrangements had been dropped because of a
lack of cargo space.38 W. R. Dockrill of the Canadian Trading Company was
among the first of a long series of businessmen who began lobbying the pro-
vincial government to subsidize the construction of a British Columbia lumber
fleet in order to overcome the advantages of American shipping companies.
It was felt by many that only by tying ships exclusively to British Columbia
ports as a condition of government aid, was it possible to establish the steady,
reliable service so essential to the development of overseas tr'ade.39 No export
company could be effective without access to a shipping fleet and, apparently,
without some form of government intervention, a reliable fleet of lumber car-
riers would not become a reality on the British Columbia coast.

Responding to considerable pressure from the business community,
the Conservative government, in May, 1916, passed legislation providing
construction loans and operating subsidies for up to 25 vessels,
under the management of a provincial Shipping Credit Commission, to anyone
wishing to build and operate ships exclusively for the use of British Colum-
bia's lumber mills.uo While this legislation served as a catalyst to encourage
investment in the province's shipbuilding industry, its ultimate purpose was
not fulfilled. The offer of a government loan and subsidy was simply used
by shipbuilders as a basis to secure bank loans without the restrictive
operating conditions. Although eight ships were ultimately built as a direct
result of the Act, none made use of government funding and, after their
initial outward voyage laden with British Columbia lumber, all but one were
never heard from again.’” The backbone of a regular and permanent lumber

carrying fleet came only with the arrival of post-war normality and the crea-

tion of the Canadian Government Merchant Marine."l2
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At the same time that efforts were afoot to publicize British Columbia
timber products abroad, and to create the machinery necessary to penetrate
international markets, Forest Branch personnel and lumbermen were engaged
in similar activities on the domestic front. On the prairies, where British
Columbia timber was well-known, the problem was to enlarge the existing
but slumping demand for wood products, and to combat the aggressive ad-
vertising of wood substitutes. In eastern Canada, where architects, contrac-
tors, public works officials, retailers and consumers were relatively unfamiliar
with British Columbia products, an educational campaign was begun in an
effort to replace southern pine as the dominant building material. In these
campaigns, the Forest Branch led the way. While MacMillan was scouring
foreign markets for eighteen months, the office of acting Chief Forester
Grainger, in addition to serving as a clearing house for export orders, was
largely preoccupied throughout 1915 and 1916 with Canadian market extension.
As British Columbia's lumbermen reduced their volume of advertising in
western Canada to less than one-half pre-war Ievels,us the Department of
Lands picked up the slack, spending over $30,000 each year, exclusive of
salaries, for trade extension activitiesml that set an example later followed
by the lumbermen themselves.

The Forest Branch opened permanent offices in Regina and Toronto,
both staffed by a provincial lumber commissioner.u5 An extensive products
exhibit was installed in the Toronto office, and travelling exhibits made the
circuit of prairie fairs.l"i Full page advertisements for British Columbia red
cedar shingles were placed in farm and construction journals across western
Canada and Ontario, with supplementary information available through the
Jumber commissioners'’ offices.ll7 Working in close conjunction with the
Mountain Lumbermen's Association, the coast Manufacturers' Association

and the Western Retail Lumbermen's Association, the Forest Branch developed
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a series of ten farm bulletins with working plans for the construction of
various farm buildings using British Columbia lumber. Two hundred and
fifty thousand of these bulletins were published as part of the University of
Saskatchewan College of Agriculture's "Better Farming" booklet. They were
distributed to farmers and retailers across the prairies in an effort to create

48 In addition, 25,000 copies

a demand for cheap wood building materials.
of a pamphlet demonstrating the use of Douglas fir and hemlock as finishing
wood were distributed throughout Ontario. Since lumber was priced accord-
ing to grade, a product with a higher rating as interior finish could better
bear the high costs of transportation to eastern Canada.ug

In support of this publicity, the provincial Lumber Commissioner in
Toronto, L. B. Beale, visited architects, engineers, contractors and civic
officials in an effort to have Douglas fir specified in both public and private
building contracts. He also produced scientific data as to the relative
strength of Douglas fir dimension timber, and lobbied successfully for changes
in city building by-laws. When contractors started ordering British Columbia
wood, retail dealers soon responded.50 But to give them some added incen-
tive, the Forest Branch published a directory of wholesalers and lumber
dealers in eastern Canada handling and stocking British Columbia woods.
For fear of losing out on free publicity and the possible ensuing business,
a total of 119 dealers and wholesalers registered their names, many of whom
had not previously dealt in British Columbia products.51 And to bring
dealers in both eastern Canada and the prairies into closer contact with pro-
ducers, the Forest Branch, in 1916, published a directory of all British
Columbia manufacturers of forest products.52

Although the lumbermen were as slow to cooperate in domestic market

. e ays . e ere as 53
extension activities as in the government's overseas initiatives, "~ they were,

nevertheless, quick to capitalize on increased demand from eastern Canada.
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With the manufacturing economy picking up under the impact of war orders,
British Columbia shipments of lumber to eastern points increased remarkably,
nearly doubling and then tripling in 1916 and 1917, respectively.sll Both
British Columbia lumber trade journals gave Commissioner Beale a large part
of the credit for this improvement. There was thus considerable dismay ex-
pressed in the press when the new Liberal Minister of Lands, T. D. Pattullo,
recalled Beale to British Columbia in mid-1917 to conduct experiments in the
utilization of mill waste.55

Beale's withdrawal, however, was indicative of a general change in
circumstances and policy during the last two years of the war. By the begin-
ning of 1916, the prairie economy began responding to higher wheat prices
and increased harvests.56 Prospects for lumber sales improved considerably.
Eastern Canadian sales were up and west coast shipyards were providing a

>7 An acute labour shortage resulting from enlistment

steady local market.
meant that camps and mills were suddenly hard-pressed to keep up with
orders.58 Enlistment was also taking its toll amongst Forest Branch person-

59
nel.

This situation was aggravated by the sudden boost given to the forest
economy from the Imperial Munition Board's aeroplane spruce programme,
begun in November, 1917. H. R. MacMillan, having resigned as Chief Forester
in September, 1916, joined forces with Major Austin Taylor to organize spruce
production under the Department of Aeronautical Supplies, with cooperation
from Forest Branch officials. Camps and mills on the west coast were soon
flooded with spruce business.GO The estimated value of production in the
province's forest industry increased by nearly two-thirds from 1916 to 1918.61
Under these circumstances, and as part of the new administration's commit-

ment to financial retrenchment in the Civil Service,62 Pattullo decided to

curtail market extension work which he perceived to be, at least temporarily,
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unnecessary and inappropriate.63 Expenditures for trade extension over the
first two years of the new administration totalled only $8,000 as compared to
$62,000 during the previous two years.sll

However, underlying this curtailment was a shift in policy which mani-
fested itself more clearly during the 1920's. While the Liberal government
was just as anxious to foster industrial development as its predecessor, it
was not quite as comfortable as had been the Conservatives with such close
involvement, perhaps appropriate to wartime, in the actual marketing of
lumber products. At the same time, the lumbermen, drawing on their ex-
perience during the war, and following the lead provided by the government,
began to recognize the need for better organization within the industry it-
self in order to meet the opportunities provided by post-war reconstruction.
But both of these tendencies were slow to materialize. As the period of post-
war adjustment threw the industry back into a state of disarray similar to
that of 1915-16, the government, now under the Liberals, was forced once
again to take the lead in market extension work.

Towards the end of 1918, with the termination of the |.M.B.'s aero-
spruce programme, an expected reduction in shipbuilding contracts, a crop
failure on the prairies, and a temporary American embargo on all non-essential
rail shipments east of the Mississippi River,65 finding new and more perma-
nent markets once again became a priority of both the lumbermen and the
government. Under criticism from the industry for cutting back government
market extension activities, Pattullo sent Beale on a mission to investigate
post-war market prospects in eastern Canada, the Atlantic states and, parti-
cularly, Great Britain and Europe. "Stability will only come to the lumber
trade with the utilization of the whole log," Pattullo reasoned, echoing his
predecessor, Ross, "and thus the seeking of foreign markets seems to be

the real solution of this problem."66
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In Great Britain, special Lumber Commissioner Beale worked in con-
junction with a newly-appointed "Liberal" Agent-General, F. C. Wade. Their
negotiations with British Timber Controller, Sir James Ball, and the Ministry
of Reconstruction, resulted in an order for British Columbia lumbermen of
76 million feet of railroad ties and timbers, wfth shipping arranged by the
Admiralty. The order was conditional, however, on British Columbia's mills
being able to cooperate sufficiently to pool the shipment under one contract.67
Moreover, Beale reported back from Europe that for two or three years
British Columbia could expect a significant share of the British lumber mar-
ket. But, he stressed, this would necessitate the creation of an efficient
producing and marketing organization.68

Now with the clear prospect of some immediate and much needed busi-
ness, providing that the industry could group itself into a producing unit,
coast lumbermen were quite prepared to begin the process of organizing pro-
duction and export. Yet, predictably, given its experience during the war,
the industry's scheme, proposed to Pattullo in early January, 1919, called
for heavy support from the provincial government. The export agency en-
visioned was to have all the powers of a general brokerage business for
dealing in British Columbia forest products, including the ability to charter
vessels. Mills would subscribe for units of stock commensurate with their
proportion of pooled annual lumber production--$1,000 for each 100,000 feet.
The government was to guarantee the credit of the agency to enable it to
make the necessary initial financial arrangements. It was also to relay all
enquiries for orders received through Dominion trade commissioners or pro-
vincial lumber commissioners, and arbitrate any disputes arising among the
mills. Government appointed directors were to sit on a Board of Manage-

ment with those elected by the Iumbermen.69
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It appears, however, that this proposal did not meet with the com-
plete approval of the Lands Minister. After further meetings between the
lumbermen and Pattullo, and with the assistance of Grainger, a draft bill of
incorporation was drawn up, substantially the same as the industry's original
proposal, but without any provision for government participation.70 The
Liberal government's involvement in the scheme fell far short of the lumber-
men's expectations, based on their experience with the Conservative admini-
stration. And while Wade and Beale were playing the active roles of timber
agents in Britain, winning the big order that gave the new Associated Timber

Exporters of British Columbia its initial raison d'etre, even this aspect of the

old wartime marketing structure would soon be open to question.

Though both the government and the lumbermen, still very much
"partners" in the exploitation of the province's lumber resource, might work
toward the same goal of fostering industrial development, they were, accord-
ing to Pattullo, to do so within their own spheres of activity. Imperial senti-
ment abroad and wartime nationalism at home could no longer be relied upon
to compensate for uncompetitive prices or shoddy business practices. If
the government still had a role to play in the general promotion of British
Columbia's forest products, it was clearly now up to the industry to organize
itself properly in terms of production, prices and marketing. In order more
clearly to delineate their respective responsibilities and to establish a forum
for organizing activities, the industry and the government established a
joint Market Extension Committee early in 1919, soon after the incorporation
of the expart agency.

Most lumbermen on the Committee were of the opinion that the Forest
Branch should open an office in eastern Canada staffed by a "live Lumber
Commissioner," as well as assist the Shingle Agency of British Columbia

with its propaganda campaign.71 There was, howevever, some disagreement
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over the government's involvement on the prairies. Despite a consensus that
the Department's work should focus on the east, M. A. Grainger asserted that
it would be useful to supplement industry efforts on the prairies by renewing
the government's publicity connection with the Agricultural College of the
University of Saskatchewan. The coast manufacturers' representative,
R.H.H. Alexander, held that the advertising campaign proposed by the manu-
facturers and retailers would suffice. On the other hand, the representative
of the mountain manufacturers, who were much more dependent on prairie
trade, sided with Grainger and, moreover, suggested the appointment of a
prairie lumber commissioner to do follow-up work in connection with the
"Better Farming" pamphlets. Alexander felt that such personal work could
best be undertaken by trade salesmen rather than government representa-
tives.72 This was also the opinion of Pattullo, who was satisfied with the
continuation of prairie pamphlet work without the aid of a lumber commis-
sioner.73 Eastern Canada was to be the focus of the Department's market
extension activities in Canada, according to the Minister, and to that end,
Pattullo opened a new office in Toronto run by = newly appointed Lumber Com-
missioner, Major James Brechin, and featuring an extensive display of British
Columbia woods. No office was established on the prairies although, through-
out 1919 and 1920, the Department distributed close to 100,000 farm building
booklets in cooperation with the University of Saskatchewan. A new booklet
was published, as well, for the eastern Canadian market in order to help the
Lumber Commissioner to educate consumers as to the uses, strengths and
working stresses of British Columbia woods.m In addition, during 1919,

the Forest Branch engaged in a joint $10,000 advertising campaign with the
Shingle Agency in both western and eastern Canada, in order to combat the
use of roofing substitutes.75 Total government expenditures on trade

extension work were raised once again to the 1915-16 level of close to $30, 000
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per year.76

The coast and mountain manufacturers, for their part, undertook a
joint $10,000 advertising campaign on the prairies, with organizational sup-
port from the Western Retail Lumbermen's Association.77 But with the re-
vival of the prairie trade, and unprecedented orders from the United States
mid—west,78 British Columbia's lumbermen quickly lapsed back into their
disorganized habits. The concept of a national market that had emerged
from the experience of the war years was still rather new and tentative to
both lumbermen and government officials in British Columbia. Upon receiv-
ing Commissioner Brechin's report from eastern Canada citing bad faith on
the part of the province's manufacturers regarding deliveries and prices,
the coast Manufacturers' Association replied that it had no control over
members' prices or manner of conducting business.79 Shortly after this,
Brechin resigned his position.80 By the spring of 1920, British Columbia
mills were not even answering orders for dimension timber from eastern
Canada,e'1 the very market in which the lumbermen had insisted a government
presence was necessary in order to help stabilize the industry. When Pattullo
asked what steps should be taken for the future development of the industry,
the secretary of the coast Manufacturers' Association replied, somewhat
ironically, that though lumbermen had an export company to foster foreign
trade, "there was no use in sending out solicitors for new business when all

dr 82 Whether or

our efforts would be required to take care of home deman
not he thought their attitude justified, Pattullo felt disinclined at this point
to continue to do for the lumbermen what they felt no necessity to do for
themselves.. Reviewing the market situation in February, 1920, the Minister
suggested the possibility of segregating trade extension work into educa-

tional and trade branches, the former to be covered through the Department

of Lands, the latter by the industry.g3 And in his report from Toronto in
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June, 1920, Brechin's temporary replacement, W. A. Robertson, echoing
Pattullo, suggested it was time to "strike a line," allotting to the Department
educational work only, with the lumbermen's associations becoming more
actively involved in trade directions. Accordingly, he outlined his plans

to conduct a campaign amongst technical students, the architects and en-
gineers of the future, concerning the merits of British Columbia timber.

But since the use of wood substitutes was a choice based entirely on price
rather than lack of knowledge of wood products, he suggested that combat-
ting substitutes was "strictly speaking, a matter for the trade and the trade
only." Robertson also advocated that the Manufacturers' Association establish
a trade extension branch of its own with a full-time trade representative;
something much stronger than the existing markets committee.su

During the heady months of 1919 and early 1920, with domestic trade
booming, the lumber manufacturers were not terribly disturbed by the Depart-
ment's new policy directives and suggestions. However, when the bottom fell
out of the post-war lumber market in late 1920, some lumbermen came back
down to earth in time to realize they had better do something to organize
themselves on a more permanent and stable basis. It was traditional by now
for the industry to look for government support in such matters when condi-
tions were tough.

The government-industry Market Extension Committee had not met
since September, 1919. In the interim, little of a cooperative nature had
taken place. In February, 1921, R. H. H. Alexander wrote Pattulic on be-
half of the coast Manufacturers' Association in an attempt to work his way
back into the good graces of the Department. Plans for a joint prairie ad-
vertising campaign among coast, mountain and prairie spruce lumbermen had
gone awry, he explained, when "hard times" had hit. Alexander sent the

Minister copies of the proposed advertisements assuring Pattullo that the
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campaign being planned would be completely divorced from price suggestions.
In reality, it could be termed an "educational campaign" to create "a buying
desire" amongst the public. He reminded Pattullo that some of the pamphlets
issued by his Department in the past had been along similar lines of propa-
ganda, and he wondered if "you being the senior partner might see your way
clear towards co-operating in a future campaign." If so, he suggested that
the Department include $10,000 in the year's estimates to cover its share of
the cost.85

In reply, Pattullo reiterated his policy suggestion of a year before con-
cerning the segregation of trade extension matters. He recalled the educa-
tional work being done by the Department on the prairies through the "Better
Farming" movement, as well as the promotional work in the east by the Depart-
ment's Lumber Commissioner. The Minister felt that the campaign outlined
by Alexander would be better carried out by the industry, "with the Depart-
ment again devoting itself to the distribution of Farm Building booklets and
general information as an adjunct to the trade advertising."86

Pattullo did not hesitate to intervene where he thought it was necessary
and appropriate. But he felt strongly that after the government had done its
work getting British Columbia products recognized and accepted, it was still
up to the lumbermen to do the business necessary to develop the new markets.87
Not averse to taking as much political credit as possible for the success of
the industry in increasing sales, the Minister nevertheless regarded selling
and the organization of production as strictly an industry matter.

As part of this new policy direction, the role of the Chief Forester
was no longer to be "general manager" of production and sales for the British
Columbia forest industry, as it had been during the war under MacMillan

and Grainger. He was to become more strictly a forester in the technical

sense of the term. Grainger, never trained as a forester, but noted for his
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organizational ability in setting up a new forest administration for the province,
and in bringing about a degree of cooperation between the Forest Branch and
the industry during the war, resigned his position in October, 1920.88 He

was replaced by Vancouver District Forester, P. Z. Caverhill, who had trained
at the Forestry School of the University of New Brunswick, and who had
served in that province's Forest Service as well as with the Dominion Forest
Branch before coming to British Columbia.89

Ever since his involvement with the Royal Commission on Forestry,
Grainger had been concerned with the interrelated problems of stumpage values
and markets. During his career as a forester, particularly in his market ex-
tension work, he had had the opportunity to make what seemed to be major
strides toward resolving some of the problems of western forestry. But by
late 1920, little progress had really been made in the direction of stabilizing
the industry and raising the value of British Columbia stumpage. It must
have appeared obvious to Grainger that it was no longer possible, particularly
under the new direction of the post-war Liberal administration, to organize
the forest industry from the office of the Chief Forester. It had to be done
from within the industry itself.

In February, 1921, Grainger was appointed managing-director of a new
association of forest industry associations, the Timber Industries Council of
British Columbia.g0 Chief among the general objects of the TIC was
to rectify a history of alternate overproduction and closure of operations,
accompanied by sudden price fluctuations, through cooperation among the
forest industries of the province in matters of production, price and market-
ing.91 In October, 1921, Grainger was appointed acting secretary of the
British Columbia Loggers' Association, and was authorized to undertake its

2
re-organization along lines decided upon by the TIC.9
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While Grainger was busy organizing the various associations, he did
not neglect another of the main objectives of the TIC, to represent industry
needs to the government. In February, 1922, Pattullo asked the TIC for any
suggestions as to how his Department could be of assistance in the betterment
of the industry and, particularly, in furthering the export trade. After con-
ferring with the Board of Directors of the TIC, Grainger met with Pattullo
and discussed the possible revival of the joint Market Extension Committee.93
At the same time, a suggestion had come from the Loggers' Association to
the TIC that surplus money from the industry scaling fund, used to pay
government scalers, might be allotted to send a man to study the Japanese
lumber marketgll suddenly undergoing the effects of a post-depression build-

9 Assisted by cheap ocean freight rates provided by the Canadian

ing boom.
Government Merchant Marine, British Columbia Mills led by the Associated
Timber Exporters, and the newly-formed H. R. MacMillan Export Company,
had dramatically increased British Columbia sales to Japan from under six
million feet in 1920 to over 52 million feet in 1921, %% establishing a shift in
market orientation toward the Pacific trade that would accelerate throughout
the twenties and be resumed on an even greater scale after World War Two.
In view of this development, and with the Loggers' Association proposal in
mind, Grainger suggested to Pattullo that his Department might somehow
assist the industry with its trade extension efforts in the Japanese market.
This suggestion elicited another firm policy statement from Chief
Forester Caverhill outlining the three phases of trade extension work. The
first, soliciting business and delivering the goods was, according to Caverhill,
purely a function of the industry since the government had nothing to sell.
The second, trade promotion in overseas markets, was being carried out by
the Dominion trade commissioners. Since it was not desirable for the provin-

cial government to duplicate federal services, Caverhill suggested that if some

markets were inadequately covered, Grainger might take the matter
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up with the Department of Trade and Commerce. The third, educating the
consuming public as to the uses and properties of British Columbia timber,
was a proper function of the provincial government since it benefitted the
industry and the country as a whole, rather than particular individuals or
firms. Moreover, no one else was doing such work. Caverhill suggested
that in order to plan and coordinate this latter phase properly, a new joint
committee might be established with representatives from all branches of the
industry and Forest Branch officials.97
The Chief Forester's reply seems to have put an end to any further
discussion of government involvement in Japanese trade extension. Instead,
the proposed use of surplus scaling funds for a Japanese trade mission
blossomed into a more ambitious plan to use this money for a full-scale Forest
Products Market Extension Bureau (FPMEB) as an offshoot of the TIC. 98 The
FPMEB immediately formed organizational links with its American counterpart,
the West Coast Forest Products Bureau.gg After an earthquake destroyed
much of Japan in 1923, the FPMEB helped finance a trade mission to that
country by the manager of the West Coast Bureau. The British Columbia
Bureau also subscribed to a fund established by the Shingle Branch of the
West Coast Lumbermen’s Association to combat anti-shingle legislation in
the United States.100 Along the same lines, the TIC helped coordinate efforts
to revive the Shingle Agency of British Columbia in order to wage a similar
fight in Canada.101 And to promote the sale of forest products in eastern
Canada, the FPMEB hired a field man, L. C. Walker, to lobby railway com-
panies, architects and contractors in conjunction with the provincial Lumber

102 The 1923 budget of the Bureau totalled a rather

103

Commissioner's office.
healthy $24,650, of which almost $20,000 was disbursed. At the same time,

Forest Branch expenditures on trade extension were cut from $28,000, spent

in each of the previous fiscal years, to just $19,758 in 1922—23.104
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Slowly the industry was moving toward the kind of independent market-
ing structure and production efficiency which a succession of ministers, agents-
general, lumber commissioners, trade commissioners, and others had been
urging upon it since 1914. But despite these industry accomplishments, the
role of the provincial government in market extension was still not insignifi-
cant. Although official policy was to limit the government's role to education
and general promotion, there was a fine line between educating and selling.
Regardless of a continuing tendency to try to eliminate government involve-
ment from the actual marketing of forest products, the difficulties experienced
by a fledgling provincial industry still trying to find a place for itself in
domestic and world markets required the frequent and active support of the
government and its agents. This was particularly so in eastern Canada where
the Forest Branch fought hard to maintain and extend a market long considered
to be potentially the most dependable and stable in Canada for British Colum-
bia's forest products.

Toward the end of the war, the Dominion government, in connection
with the aero-spruce activities of the Imperial Munitions Board, had estab-
lished a Forest Products Laboratory at the University of British Columbia.
Loren L. Brown was transferred from the McGill laboratories of the Dominion
Forest Branch to run the new facilities.105 In the summer of 1920, Brown,
with his technical expertise, was hired as British Columbia's Lumber Com-
missioner for eastern Canada.w6 Through his efforts, official strength rat-
ings of both Douglas fir and western hemlock were upgraded in Toronto's
building by-laws to positions equal or superior to southern pine.107 Brown
canvassed scores of architects and contractors, and by October, 1922 was
able to report success in having British Columbia woods specified for trim,

structural work and roofing on several major construction projects in Ontario.108

The Shingle Manufacturers' Association expressed its approval.109
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The Commissioner was also able to convince the purchasing agent of
the Grand Trunk Railway to specify Douglas fir and hemlock in place of
pine and oak in the construction of rail cars.110 This accomplishment en-
couraged R.H.H. Alexander, of the British Columbia Lumber and Shingle
Manufacturers' Association, to seek the assistance of Brown in having Doug-
las fir specified for car decking on the rest of the Canadian National's sys-

.1” Brown, after returning to Victoria to replace William Turnbull as

tem
Lumber Commissioner at headquarters intended, however, not to interfere

with the educational work being carried out by the FPMEB marketing agent,

L. C. Walker. A plan for joint action in regard to the CNR was drafted with
Brown's replacement in Toronto, A. E. Roberts, following the lead of Walker.112
Soon after, though, several millmen informed Brown that they were about to
lose a car order to Georgia pine producers unless CNR specifications were
altered. Brown immediately wired Roberts with instructions to take Walker

with him and interview the railway's vice-president concerning the merits of
British Columbia clear grade decking, which could be provided as fast as

required at $90 a thousand.113

This episode114 is interesting in that it indicates the impracticability of
separating the functions of education and promotion from those of negotiating
specifications and price. When the rather abstract process of studying condi-
tions and organizing standardization gave way to the more immediate issue of
winning a particular order, the lumber commissioners were thrust into the
thick of the action. Any concern with interfering in the activities of Walker
was quickly put aside by Brown, while the millmen, for their part, appear to
have preferred negotiating through the channels provided by the Forest
Branch, rather than solely through their own man.

A similar pattern of behaviour was evidenced in regard to the promo-

tion of British Columbia wooden shingle products. In 1920, acting Lumber
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Commissioner Robertson had proclaimed that the campaign against shingle
substitutes was really a matter of price and, therefore, not a concern of the
Forest Branch. But by 1923, the threat to shingle sales and, thus, to the
overall health of the British Columbia forest industry, had become so acute
that the government could not afford to let such scruples interfere with more
active intervention. The patent roofing firms, in their propaganda campaign
waged in several northern Ontario towns, were getting good mileage out of
the apparent fire hazard of wooden shingles. When Lumber Commissioner
A. E. Roberts wired Victoria concerning a proposed anti-shingle ordinance
at Timmins, and the possibility of other towns following suit, Brown advised
him to go after it "tooth and nail," and, if necessary, perform tests in
Timmins to demonstrate the relative fire resistance of British Columbia shingles.
Brown, operating very much at the centre of events, reminiscent of Grainger
at his best during the war, arranged with R. S. Whiting, trade representa-
tive of the Shingle Branch of the West Coast Lumbermen's Association, to
mail Roberts the results of some recent successful tests he had made in the
eastern United States. Brown also arranged for the cooperation of F. H.
Lamar, of the Shingle Manufacturers' Association, and Walker of the FPMEB.

By June, 1923, Roberts had had no success in Timmins, where the
town council proceeded to prohibit wooden shingles, as did two other
neighbouring towns. As a fourth town was also considering action, Roberts
and Walker undertook a personal tour of northern Ontario,115 and Lamar
provided support by sending them the latest literature directed against the
anti-shingle movement. 116

In addition to this direct fight waged against legislation prohibiting
the use of shingles in particular localities, Roberts, in conjunction with the
FPMEB, distributed 4000 stained shingles, with accompanying literature, as

promotional samples to architects, retail lumbermen and builders throughout
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Ontario. And though some towns were forsaking the use of wooden shingles,
the strong presence of the Lumber Commissioner's office and exhibit in the
centre of Toronto's business district insured the specification of red cedar
shingles by the city architect in all new construction work for the 1923
season.117 A. E. Roberts' sales efforts in eastern Canada on behalf of
British Columbia shingles were so well appreciated by the industry, that
in January, 1924, he resigned his government post to accept an offer to be-
come the principal eastern representative of Edgecumbe, Newham Limited,
of Vancouver, producers of high-grade red cedar shingles.”8

In 1920, a reluctance on the part of the Department of Lands to involve
itself in any but the most general educational and publicity activities had
helped precipitate the more active involvement of the various forest industry
associations through the organizing body of the TIC and its Forest Products
Market Extension Bureau. During the ensuing three years, while there was
some curtailment in departmental expenditure, the government nevertheless
pursued its Canadian market extension activities in much the same vein as had
the previous administration. The main difference was the existence now of a
parallel organizational structure within the industry with which the govern-
ment could more equitably share responsibilities and coordinate activities.
The overwhelming importance of the forest industry to the immediate prosperity
of the provihce, fluctuating post-war markets, and threats posed to lumber
sales by technological change, made it impossible for the government to re-
move itself suddenly and entirely from aspects of market extension work that
the Minister believed, at least theoretically, should have been the sole pre-
serve of the lumbermen.

The same was true of the government's role in the commercial network

of the international lumber trade. Although British Columbia mills had finally

organized themselves into an export company for the purposes of filling large
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overseas orders, the Associated Timber Exporters did not operate its own
lumber fleet, nor did it have its own business agents abroad to secure orders
and quote prices. The provincial government, somewhat ambivalently, con-
tinued to help fill the interstices of this incomplete commercial structure
with its own agents and commissioners.

Besides aiding the promotion and organization in 1920 of a new ship-
ping company to carry lumber from British Columbia to France, for which he

n119 .
provin-

was chastised by the Premier for engaging in "private business,
cial Agent-General F. C. Wade acted as a commercial agent for British Colum-
bia mills, not only with the British government, but with private companies
as well. In March, 1921, his efforts to obtain a railway order for the Associ-
ated Timber Exporters proved unsuccessful in the face of cheaper European
supplies and the inability of the British Columbia companies to quote "free-on-
rail" British ports.120 However, Wade was more successful on behalf of the
export agency in dealing with the British Admiralty. Playing on imperialist
sentiment, Wade's persistent work resulted not only in a large contract for
structural timbers for the Associated Timber Exporters, but also assurances
of future preference for British Columbia over United States supplies..121
Soon afterwards, Wade's endeavours were given the direct support
of the Minister of Lands himself. Pattullo, in Britain with Lumber Commis-
sioner William Turnbull on a visit to promote investment, settlement and the
sale of provincial products, consulted with the Department of Public Works
and a number of British railways about the use of British Columbia timber.
And, as the Minister informed Premier Oliver, Turnbull was to stay on to
help with the follow-up work necessary to "get the business."122
Wade and Turnbull did such a good job in bringing British Columbia

woods to the attention of the British that soon American timber was being sold

in Great Britain under the British Columbia label. When the outspoken Agent-
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General discovered, some time in 1922, that the Merchant and Trading Company
was selling large quantities of doors produced by Woco Doors Company of
Tacoma, Washington, as "British Columbia pine doors," he protested in the

23 As a result, the Mer-

London press and to the importing firm directly.1
chant Trading Company got rid of the partner interested in the Tacoma con-
cern and, upon expiry of its contract with Woco, promised to devote all future
business to British Columbia mills, provided they could meet the price, grade
and size requirements.‘zu Wade, through Lumber Commissioner Brown in
Victoria, then proceeded to act as liaison between various British Columbia
door manufacturers and the Merchant Trading Company, in negotiations as
to the grades and species that would meet both the capabilities of the mills
and the requirements of the British market.125
Besides expanding the existing British market on behalf of British
Columbia producers, the government also became involved in helping the Asso-
ciated Timber Exporters push its way into new overseas markets. Although
Pattullo shunned any formal governmental ties with the export company, he
somewhat reluctantly brought his Department into a temporary supportive role

126 The Minister was

in obtaining an order from the Egyptian State Railways.
clearly unwilling to involve his Department in what he regarded as an unneces-
sary interventionist role, however minor. But, in the end, Pattullo would not
let such principles stand in the way of winning a much needed order for
British Columbia mills; especially an order with the potential to open up a
promising new foreign market. If the real long-term movement was toward
diminishing government intervention in marketing as the industry stabilized
itself, the uncertain economic condition of the lumber industry of the 1920's

prevented any abrupt withdrawal of government assistance which might have

resulted in a decline in lumber sales and brought discredit to the Liberals.
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Nineteen twenty-two was a bad year for the lumbermen. The total
amount of lumber scaled was up somewhat over 1921, but the value of produc-
tion actually fell to the lowest level since 1918.127 In November, the secre-
tary of the coast Manufacturers' Association was instructed to write the
Minister of Lands requesting an increase in the money allotted in depart-

128

mental estimates for trade extension work. However, lumber scaled in

1923 exceeded the previous record of 1920, and the total value of production
surpassed that of 1922 by almost 50-E>ercent.129 With foreign sales expanding,
particularly to Australia, Japan and the United States,130 investment in the
forest industry suddenly accelerated. Between 1923 and 1924, total capital
invested in land, buildings and equipment increased by over 50 percent and by

131 But the unfortunate result of this over-

1925, had more than doubled.
zealous expansion was disorganization and excess competition. While the
amount of lumber sold continued to rise through 1924 and 1925, the total value
of production actually fell considerably. 132
When the market had picked up in 1923, the Forest Products Market
Extension Bureau of the TIC had had a very productive year, initiating a
number of cooperative programmes financed by generous contributions from
member companies. However, as the industry went into a tailspin with record
sales but low profits, market extension activities were curtailed. Field repre-
sentative Walker, who resigned in January, 1924, was not replaced despite
requests from the Minister of Lands and the Department's eastern Canadian
Lumber Commissioner.'33 In March, 1924, the trustees of the FPMEB de-
cided to stop making assessments, and receipts for the year plummeted to
under $3,000. Cooperative activities with the West Coast Forest Products
Bureau and the Shingle Branch of the West Coast Lumbermen's Association

34

were substantially reduced.1 And when the Forest Branch's Lumber Com-

missioner in Toronto resigned toward the end of 1925, both the FPMEB and
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the TIC executive made special requests to Pattullo to keep the office open.135

As market extension activity on the part of the industry declined,
that of the Department increased. Expenditures which were up from under
$20,000 in 1922-23 to over $30,000 in 1923-24 to cover cooperative undertak-
ings with the Industry Bureau, remained at that level for the next fiscal year
as well.136 Among other things, the Department undertook a major drive to
expand sales in the British market. Hoping to take advantage of lower freight
rates provided by the Canadian Government Merchant Marine, the Forest
Branch set up a bungalow exhibit at the British Empire Exhibition. Under
the supervision of Loren Brown, it continued through 1924 and 1925.137
Both the government and the industry attributed a more than quadrupling
of sales in the European market between 1923 and 1925 to the success of the
exhibit under Brown's expert management.138

By 1926, however, the industry was in the process of recovery. Once
again the Department reduced expenditures on trade extension to an average

139 After Brown left the Forest Branch at the end

y

of just over $12,000 a year.

of 1925 to join H. R. MacMillan Export Co.,1 0 the position of Lumber Commis-

sioner to Great Britain remained vacant.“” As sales to Britain dropped off
somewhat in 1926-27, the United States, to which neither the industry nor
the government had ever given much persistent attention in their market
extension work, was clearly emerging as British Columbia's most important

142 Reflecting this new reality, the

market for its water-borne lumber trade.
coast Manufacturers' Association, in 1927, subscribed $18,000 to an American
advertising campaign being conducted by the National Lumber Manufacturers'

143 And, in 1928, a number of coast mills

Association of the United States.
representing 80 percent of British Columbia's sales to the United States
Atlantic coast, formed a new export association, Seaboard Lumber Sales

Limited, to facilitate the sale of lumber exclusively to that market.“mAt the saine
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time, the industry augmented its market extension activities in Canada through
its various trade associations.

Although the Forest Products Market Extension Bureau did not recover
after 1924, the coast manufacturers worked cooperatively through the Seattle-
based West Coast Market Extension Bureau, established in 1926, to which
British Columbia mills contributed four cents per thousand feet of lumber
produced.145 And, together with the West Coast Lumbermen's Association,
the British Columbia Lumber and Shingle Manufacturers' Association entered
into a joint programme to control production in order to stabilize prices.146
Throughout the three years, 1926 to 1928, no doubt partly as a result of
such organizational activity, both total sales and value of production of British
Columbia forest products rose to new record levels. 147

Thus, by the end of the post-war decade, the industry was well on
its way to realizing the objectives of organization and cooperation so force-
fully represented to it since 1914 by members of the trade and the government.
An index of its growing maturity was the fact that, increasingly, it was turn-
ing away from government tutelage and cooperation through a network of
imperial preference and connections, to more independent cooperative ar-
rangements, both in Canada and internationally, within the industry itself.
But most certainly along the way the industry had benefited greatly from
the support of both provincial governments, whose interest in the successful
expansion of markets was as great as, and at times greater than, that of the
lumbermen themselves.

Market extension had been forced upon the Conservative government
in 1914 by the collapse of the prairie boom and the disruption of war. The
government was committed to a virtual business partnership by the nature

of the forest tenure system, and by the extreme dependence of the provincial

economy and government revenue on the health of the forest industry. The
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Conservatives proceeded to intervene dramatically in an attempt to bring
about an extension of markets and the organization of a coherent commercial
infrastructure upon which the lumbermen could build. Once wartime busi-
ness had injected new life into the Canadian economy, the need for such
active government involvement receded. This change in economic circum-
stances coincided with the coming to power of a Liberal administration with
a somewhat different attitude concerning the involvement of government in
business. But, despite an official emphasis on policy away from direct in-
volvement in sales and toward general education and publicity, the Liberal
government, its officials and agents, found it difficult to maintain such a
rigid distinction in their activities. Post-war economic fluctuations, the con-
tinuing importance of the forest industry to the provincial economy, and the
failure of the industry to cultivate markets, drew the Liberals back into the
commercial fray. At the same time that the government was agreeing to a
greater share of forest protection costs, and a smaller share in speculative
stumpage profits than its forest bureaucracy advocated, it continued to play
an instrumental part in marketing activities which the Minister believed, in
principle, should have been the sole responsibility of business.

—- By the latter part of the 1920's, however, the original reasons for
government intervention into the marketplace had all but disappeared.
Royalties from a steadily increasing annual timber cut had risen from under
$400,000 in 1914, to $1.8 million in 1928.”‘8 No longer were millions of feet
of over-mature timber "rotting" in the woods for lack of markets. If any-
thing, the rapid explosion of off-shore sales since 1923 had reversed the
problem. The natural yearly increment, once far in excess of annual deple-
tion, was now in danger of being surpassed by the combined effects of log-
ging and forest fires. In response, the Forest Branch shifted its attention

—

from market extension to the more traditional pursuits of forest protection

R g
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and perpetuation.

The problem of maintaining and increasing western stumpage values
still remained, but this was clearly a dilemma that could no longer be solved
solely by increasing demand. Earlier success in that direction had only
served to encourage over-expansion of mill capacity and excess production.
More effective market extension programmes and agencies were still vital,
especially in light of the constant threat to the industry posed by forest
product substitutes. But, without some organized control over production
and supply, the problem of stagnating stumpage values would never be
solved. And during the 1920's, this was still not an area into which the
provincial government was prepared to move. Moreover, there were much
more rudimentary forestry problems to contend with, such as controlling

the burgeoning export of unmanufactured logs from Crown lands.
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Chapter 5
HEWERS OF WOOD: LOGS OR LUMBER?

Even the best efforts of both the industry associations and the govern-
ment to expand markets for British Columbia forest products did not entirely
solve the problems of excess logging capacity, under-utilization of timber
stands and stagnating stumpage values. From the earliest years of the twen-
tieth century and throughout the period under study governments pursued
policies designed to promote the maximum development of home manufacture.

But numerous obstacles had to be overcome. No direct manufacturing
conditions could be imposed on timberland C.rown—granted previous to 1906.
And the policy of licencing Crown timber far in excess of the immediate needs
of the province's mills created tremendous pressures for the unrestricted ex-
port of unsawn logs from coastal districts. This was particularly the case
during periods of economicvdown\ty{n when lumber markets shrank and credit
for carrying timber was least available. During other times, any attempt to
control the export of logs was confused by the myriad of different tenures
upon which logging was conducted, and thwarted by the physical difficulties
of enforcement. In addition, an industry based largely on the production of
lumber and shingles from high grade fir, spruce and cedar had to deal with
the abundance of low grade material mixed into most timber stands. Lumber-
men also had to work under the continuing fear of American tariff retaliation
against British Columbia's manufactured products in the event that the pro-
vincial government maintained severe limitations on the free flow of unsawn
logs. And, finally, the Forest Branch, at least until the end of World War

One, lacked both the proficiency and the manpower to develop and administer
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a more flexible policy than a blanket embargo or wide-open export.

But, even once a more sophisticated bureaucracy was in place, the
theoretical policy preferences of the Forest Branch had to bend to the
economic and technological exigencies of the day. It might have been desir-
able to conserve all British Columbia timber for domestic manufacture under
more favourable future conditions. But in the meantime, both the provincial
economy and the treasury were dependent on increased investment and growth
in the forest industry. And to the government, that meant that the "safety-
valve" of unmanufactured timber exports would have to remain open. Gradu-
ally, the Forest Branch accepted exports of low-grade and unmarketable species
of logs as a necessary, semi-permanent but still "incidental" part of the busi-
ness of producing lumber in coastal British Columbia. Departmental inter-
vention then became more involved with regulating the supply and price of
logs on the local market.

But even if the regulated export of logs was a perfectly defensible
aspect of forestry in British Columbia, it was an emotional question that was
soon dragged from the back rooms of the Lands Department to the centre stage
of the Legislative Assembly and the front pages of the press. As a partisan
political issue, it interfered with the implementation of royalty legislation in
1913, affected the outcome of the 1924 provincial election, and eventually be-
came part of a larger and growing concern about the rapid depletion of the
most accessible virgin timber on the lower mainland coast and southern Van-
couver Island. The government was caught between dependence on develop-
ment through liquidation forestry, and the conservation of the forest re-
source for the future. By 1928, the Forest Branch, under increasing public

pressure, had begun to lay the groundwork for a sustained yield policy.

But, as far as the everyday administration of log exports was concerned, the

government still stood firmly behind forest liquidation for maximum short-term
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economic benefit.

Upon taking office in 1903, the McBride government passed a contentious
tax, ranging from $1 to $4 per thousand, on all timber cut from lands not
subject to royalty. All but one cent per thousand was to be rebated as a
bonus for manufacture within the province.1 The effect of this legislation
was to equalize conditions between Crown-grant timber and leased or licenced
timber which had come under log export prohibitions during the\ previous
three years.2 In 1906, after it was discovered that a serious loophole was
permitting export of logs from handlogger Iicences,3 a comprehensive timber
manufacturing act was passed consolidating and clarifying all previous log
export prohibitions pertaining to Crown lands west of the Cascades.

The conflict between the government and the handloggers, which
raged in the provincial backwoods and in the law courts of Vancouver, had
indicated plainly to the government that it lacked the administrative machinery
necessary to deal with the forest industry, even at its current low level of
development.5 At the beginning of an unprecedented timber staking boom,
the government was thus concerned to impose at least the appearance of firm
bureaucratic control over the timber that it was in the process of alienating.
Investment by Puget Sound millmen in British Columbia timber had not yet
been substantial enough to pose the threat of a full-scale log export trade
developing to supply American mills. But by 1906, the influx of American and,
particularly, Pacific northwest capital into British Columbia timber, opened up
the very real possibility that tremendous pressures would be exerted for the
free flow of logs across the border. The passage of the Timber Manufactur-
ing Act was an attempt by the government to stake out its position on log ex-
ports before that happened.

However, when the controversial subject of log exports was raised

at the Royal Commission hearings during the fall of 1909, the government's
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policy of a blanket export embargo encountered considerable opposition. One

of the largest American lumbermen, M. J. Scanlon of Minneapolis, whose com-
pany operated two camps in British Columbia with 65,000 acres under licence
and lease, testified that, with sale of shingles to the United States all but pro-
hibited, unrestricted export of shingle grade cedar logs was mandatory. The
only time to log cedar profitably in his mixed stands was with the fir. If left,

it would simply burn anyway. When the American cedar forests were exhausted,
British Columbia could concentrate on shingles, according to Scanlon. But, for
the present, it must export Iogs.6 John W. Coburn, president of Ladysmith
Lumber Company, also shared this view7 along with several other witnesses,

the BCLA,9 and the editors of the Western Lumberman.]0 Commissioner

F. J. Fulton, however, was concerned that if the government established a
policy of even periodic exports, loggers would soon regularly be logging in ex-
cess of mill capacity, expecting imports to be allowed to prevent teredo damage.
Before long, cedar exports would have become a normal part of the business.
Fulton was certain that in five to ten years, depletion of the cedar supply in
the United States would result in a much lower duty than the current one.”
It was with these considerations in mind that the Commissioners recommended no
departure from the current policy regarding log export, but suggested a
thorough re-examination of the whole question by the newly established Forest
Branch.12 The provisions of the Timber Manufacturing Act of 1906 were con-
sequently incorporated wholly into the Forest Act of February, 1912.13 It was
not long, however, before the first rents appeared in this aspect of the new
provincial legislation.

The United States Tariff Act of 1909 had called for a $2.00 per ton
additional duty on paper and newsprint when imported from any country or

province with export restrictions on the raw material from which those pro-

ducts were made. This proviso was embodied as section 2 in the United States
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Reciprocity Act of July, 1911.“l For M. J. Scanlon, who by January, 1912

had taken over the old Western Canada Pulp and Paper lease and invested
over $5 million in a pulp and paper operation at Powell River, the provncial
export regulations were, therefore, a serious impediment. 13 According to
Scanlon, British Columbia markets would be able to absorb only 20 percent
of his company's output. For the remainder, he would be dependent on
American newspaper publishers.16 "In anticipation of favourable legislation
this session," the Powell River Company had entered into contracts for two
of the largest paper machines in the world.]7 Scanlon thus requested a
clause in the upcoming Forest Act stating, "Nothing in these acts are (sic)
to be construed to prohibit the exportation of pulpwood for manufacture in

18 Scanlon assured McBride that such a concession would,

the United States."
in fact, be only hypothetical, since there was absolutely no demand for

British Columbia pulpwood in Washington and Oregon, where an abundance

of that material already existed, and where the nascent industry was hampered
by a deficiency of cheap water power. 19 But the government held firm to the
Fulton Commission recommendations and the Forest Act was passed making
allowances under special order for the export in an unmanufactured state of
piles, telegraph poles, railway ties and crib timber only. Pulpwood was speci-
fically excluded.2?

Nevertheless, Scanlon went ahead and, in April 1912, began daily pro-
duction of 90 tons of newsprint and 175 tons of pulp. By July, working under
a $9.60 per ton American duty, Powell River's storage facilities were filled
to capacity with 3000 tons of newsprint, even more having been shipped in
bond across the border. To supply existing contracts, the company was pur-

chasing paper on the open market at a loss of $750 a day. Yet, as the main

newsprint supplier for most Vancouver and Victoria dailies, with a monthly
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payroll of $100,000 distributed among 1,000 white employees, and with plans
underway to double existing capacity if favourable legislation were provided,
Scanlon was clearly in a strong bargaining position.21 The government had
no option but to pass a special order-in-council on 12 July, 1912, permitting
the export of pulpwood from certain specified Ieases.22 This order was re-
inforced in March, 1913, by an amendment to the Forest Act which included
pulpwood among the "minor” forest products open to export by permit.:Z

But, ultimately, even this action proved insufficient as the United States
Treasury Department demanded the removal of export restrictions on pulpwood

from all Crown lands, instead of from individual leases.zu Thus, another

order-in-council was passed on 21 June, 1913, which met this requirement.25
But, since in British Columbia, "pulpwood" as a generic category technically
included many of the major species being logged, the future implications of
this order were somewhat uncertain. Moreover, this concession appeared to
pave the way for further modification of the blanket embargo in force over the
previous four years. It was not long before larger export privileges were
demanded and won.

By the end of August, 1914, an economic downturn in western Canada,
followed by the onset of war in Europe, had severely disrupted the British
Columbia log market. Local mills were consuming just one-third the normal
quantity of logs and only 50 of 240 camps operating in 1913 were still open.
With 125 million feet of logs in the water, the major logging companies;, whole-
sale suppliers and banks, petitioned the government to permit the free export,
for a period of six months, of all fir, cedar and spruce logs already cut.26
The BCLA assured the Lumber and Shingle Manufacturers' Association that,

in the event of a relaxation of the embargo, logs would continue to be supplied

to local mills, and at prices equivalent to those on Puget Sound, less towing
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charges.27 With this safeguard against "a corner on logs," the manufacturers
were prepared to support the petition, but only up to a maximum of 125 million
feet, rather than for six months, for fear that the loggers would continue to
cut for export after the original glut had cleared. And, since they believed
there would still be a decent domestic market for #1 and #2 cedar, they opposed
free export.28 After further discussions with the manufacturers, the loggers
agreed to an export tax on these grades of $2.00 and $1.50 per thousand re-
spectively, including r‘oyalty.29
With the logging industry clearly endangered, provincial revenues
threatened, and no real opposition from the main coast manufacturing associa-
tion representing most millmen with lumber or combined lumber and shingle opera-
tions, the government was willing to be flexible. Chief Forester MacMillan gave
his support to a limited export privilege which he felt would enable loggers
to keep their organizations together, and pay off back wages, supply accounts

and bank Ioans.30

Thus, on 26 August, 1914, an order-in-council was passed
permitting the export of all logs "now cut" upon payment of an export tax
which included royalty charges. The tax schedule finally implemented was
much more extensive than that agreed to by the loggers, however, as it applied
to all grades and species except hemlock, balsam, larch and #3 fir'.31

The recent passage in the United States of the Underwood Tariff, allow-
ing free entry of lumber and shingles from Canada, made temporary relaxation
of the log embargo more acceptable than it would otherwise have been. But
the government's action still met with approval neither from the Shingle Agency
of British Columbia, nor from the loggers themselves.

Soon after the export privilege had been granted, the BCLA decided
that, with the low prices prevailing for logs on Puget Sound, the "high"

export tax, especially on fir, precluded any real benefit to British Columbia
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Ioggers.32 The shinglemen, on the other hand, because of the small amount
of cedar logs available, were opposed even to the original concession and de-
finitely did not favour any reduction in export tax, particularly on shingle
grade cedar.33 Most lumbermen were also firmly against a reduction of tax on
the higher grades.?’ll

The question of log exports affected both supply and price of logs in
British Columbia. Under adverse economic conditions, the continuation of a
blanket embargo could have resulted in the closure of camps and a temporary
log shortage, once the original glut was used up by the mills. But, unre-
stricted export could have had the same effect. In both cases, prices for local
manufacturers would have risen. The government's emergency measure was
designed to ensure a continuous supply of logs for local mills at reasonable
prices by providing an American "safety valve" for the province's logging
companies. But, with the Puget Sound market now open, the possibility existed
that British Columbia loggers would by-pass local manufacturers if prices were
better on the American side. The real need of the moment for loggers was
"cash-in-hand." Local mills were in the habit of buying on 60 or 90-day credit,
often renewed indefinitely. On Puget Sound, loggers could get paid immedi-

> But, despite this attraction, the loggers maintained that they were

ately.3
keeping British Columbia adequately supplied at fair prices.36 Nevertheless,
the Forest Branch kept a close watch on stocks.

Cedar in particular was being exported in large quantities. When the
embargo was lifted, there had been 25 million feet of cedar available. By
April, 1915, 30 million feet had been exported,37 69 percent of which was high
grade shingle timber used by British Columbia mills.38 The original proviso
that exports would be restricted to logs already cut on 26 August, 1914, had

evidently gone by the board. But, despite the protests of at least three

shingle mills, the Forest Branch saw no cause for alarm. Since August, 1914,
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77 million feet of new cedar had been cut, thus ensuring a continued local
supply.39 The daily capacity of 37 camps logging cedar exceeded daily mill
consumption by two timesugnd, with the enlarged market for cedar provided

by the removal of the embargo, new camps were beginning to open in the
north, which could also be expected to keep local mills well supplied.l” This
development prompted M. A. Grainger to inform one protesting shingleman,
"you will readily understand that any change in the conditions affecting the
employment of nearly a thousand men in up Coast camps can only be under-
taken when the facts demand it in an unmistakable manner."u2 The additional
logging capacity and employment built upon the exploitation of continuing ex-
ports evidently made it much more difficult for the government to discontinue
them until local mill output could catch up. But, with ready access to British
Columbia logs, Puget Sound lumbermen would have less reason to establish new
mills inside the province. Furthermore, as E. H. Bucklin pointed out to the
Forest Branch, as long as log exports continued, the lumber and shingles
made from them would be competing in international markets with the same pro-
ducts manufactured in British Columbia. Since any new mills built would be
sure to manufacture cedar lumber and shingles, it would seem, he advised,
"opposed to the general policy of the Government and future development of
the Province to continue to export beyond the present necessity of the Govern-

43 In light of the Forest Branch's total commitment to market extension

ment."
work currently in full swing, this argument was very compelling.

Despite the reassurances of the Forest Branch that local mills were
being adequately supplied, the magnitude of log exports during 1915 began to
disturb both shingle and lumber producers. In aggregate, the total was still

under the limit set by the manufacturers but, of the logs cut and in the water

previous to August, 1914, 80 percent had been fir and spruce, whereas the
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preponderance of exports over the succeeding two years was, in fact, cedar.lm

Moreover, the majority of cedar exports in 1915 were of #1 and #2 grade sid-
ing and shingle cedar rather than #3 for which, traditionally, local mills pro-
vided little market.

By January, 1916, the Lumber and Shingle Manufacturers' Association
had joined the Shingle Agency and the British Columbia Box Manufacturers'
Association in calling for the imposition of an embargo on exports of fir, spruce,
larch and high-grade cedar.u6 The cedar manufacturers, in particular, com-
plained that loggers were using the American market to "lever up" prices to
British Columbia mills. Looking to the future, the millmen argued that the
government should be conserving the province's cedar reserves which were not
as great as supposed, rather than allowing the competitive industry in Washing-
ton and Oregon to preserve its own timber, while depleting British Columbia's.l”

In answer to these complaints, the loggers privately informed District
Forester W. J. Van Dusen, that Vancouver mills were not being supplied be-
cause they refused to pay the Puget Sound price less towage.ll8 This re-
sponse was really a tacit admission that prices were being "levered up" by
exports. But, just as unfairly, the loggers countered, the mills wanted a
permanent surplus to keep prices permanently low.

The possibility of a reimposition of the export ban brought forth, with
a little prompting from the BCLA,Ilg a torrent of protest letters to the Minister
of Lands from the various shippers, grocers, equipment suppliers and other
merchants dependent upon the continued growth of the logging industry.

Their concern was testimony to the fact that log export policy went far beyond
promotion of manufacturing and scientific management of the forest resource,
affecting a large segment of the province's economy. Without some clear-

cut justification for an export embargo, the government would be hard-
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pressed to oblige the cedar manufacturers, particularly with shingle exports
up dramatically under the provisions of the Underwood Tariff.5] As long as
it could be shown that log supply at normal Vancouver prices still exceeded
local consumption, the Lands Department saw no real reason to reverse its
policy.

So, in order to justify a continuation of exports, in February 1915,
Chief Forester Grainger met in a special meeting with the BCLA to obtain in-
formation on logging and milling capacity, both operating and non—operating.52
On the basis of data thus gained, Grainger, in April 1916, determined that, in
general, logging capacity and production exceeded mill requirements for all
species but spruce; therefore, if the maximum tax was applied to spruce ex-
ports, present policy could be continued without endangering the industry.53
In fact, the Chief Forester recommended that under existing wartime condi-
tions for the "public welfare," it would be unwise to halt exports. But to
equalize markets and prevent Puget Sound mills from acting as "a magnet,"
especially for cedar booms, to the detriment of local mills, he advised periodic
adjustment of the export tax.54 An immediate increase seemed particularly
appropriate since the original tax, including royalty of $2.00 and $1.50 per
thousand on #1 and #2 cedar and spruce had, in effect, been reduced by 35¢
in January, 1915, when royalties were raised. Grainger recommended that
revenue from an additional tax of ‘75¢ to 85¢ per thousand should be devoted
to market extension work to assist in expanding sales of manufactured products.
To keep track of changed circumstances affecting either side of the industry,
he suggested monthly meetings of a joint committee with representation from
the manufacturers, loggers and the Forest Branch. >3

Had Grainger's recommendations been implemented, government inter-
vention through tax increases and a joint export committee might have com-

pensated for the inability of the loggers to police exports themselves. But,
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by the summer of 1916, the faltering Tory machine was gearing up for a
September election and was not inclined to interfere with a logging industry
that was the mainstay of the provincial economy. In view of this decision not
to alter the provisions of the 1914 order-in-council, the secretary of the
Manufacturers' Association, R.H.H. Alexander, asked W. R. Ross to establish
a definite date for the termination of exports. >6 To satisfy the manufacturers
that log exports from Crown lands would not be allowed indefinitely, an amend-
ment was passed during the 1916 session empowering the government to permit
exports during and for six months after the current war. >7 This amendment ‘
clearly superceded the order of 26 August, 1914, and officially ended the
fiction that the log export privilege pertained only to logs cut and in the water
before that date. It was a belated recognition of what had become an integral
aspect of the forest industry since the start of the war. On that note, the
Conservatives left office and it remained for the new Liberal administration to
determine whether open log exports were to continue as a permanent part of
provincial forest policy.

With the revival of the lumber industry during the first year of Liberal
tenure, the matter of log exports was largely ignored by the new government,
while the BCLA exerted its influence to prevent any overt abuse of the export
privilege.58 By the end of 1917, however, changed economic conditions made
a re-evaluation of log export policy necessary. As war in Europe intensified,
demand for British Columbia forest products increased. At the same time,
enlistment depleted the ranks of the workers. With conscription in place, a
worse shortage could be expected in 1918. The plan of the Imperial Munitions
Board to enlist 50 percent of existing coastal logging capacity and manpower
for aero-spruce production would further aggravate the shortage of cedar

and fir. R.H.H. Alexander, of the Manufacturers' Association, conceded that
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Export of Logs (board feet)
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Total Scale

of Logs
Year Exportable Percent Permit Percent Exported
1912 53,280, 375
1913 58,752,678
1914 34,576,524 53 31,101,530 u7 65,678,054
1915 19,588,596 19 87,286, 339 81 106,874,935
1916 7,484,042 15 4y, 700,343 85 52,184, 385
1917 8,557,150 15 42,619,318 85 51,176,468
1918 4,367,425 38 7,240,842 62 11,608,267
1919 35,712,568 81 8,558,622 19 44,270, 943
1920 19,143,316 67 9,530,622 33 28,673,935
1921 62,112,154 69 28,104, 353 31 90, 216, 507
1922 101,698,635 67 49,820,077 33 151,518,712
1923 187,014,922 80 he,6u43,119 20 233,658,011
1924 190, 030,521 79 50,500, 306 21 240,530,827
1925 164,104, 959 78 46,313,002 22 210,417, 961
1926 173,868,074 77 50,609,641 23 224,477,715
1927 208,297,827 74 73,286,464 26 281,584,291
1928 185,615,987 88 26,331, 244 12 211,947,231
Source: "Consolidated Statistical Tables,"

P. F 75, Table No. 16.
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in the past the larger market had served to keep log prices firm but, under
current conditions, he maintained, termination of exports would have little
effect on price.59

The BCLA countered with its usual arguments concerning surplus cedar
supplies and possible American retaliation.60 But Forest Branch figures for
1917 showed total coast mill consumption only minimally below total log scale.
In light of an improved domestic market, the foresters felt coast loggers no
longer needed to export what was becoming a decreasing proportion of the total
cut in order to continue in their prosperous condition.61 Grainger therefore
recommended to Pattullo that, in view of the province's present wartime needs,
including shipbuilding timber, aeroplane spruce, plus the regular trade require-
ments of fir and cedar mills, there could be "no surplus labour or machinery"
devoted to supplying American needs. On the other hand, he recognized that
the loggers "having secured a temporary modification of export at one period
of the crisis, with benefit to general business in the Province, (and having
at present as it were, a foot in the door) ... are very anxious that the door
should not again be slammed against them by reimposition of the embargo... ."
The Chief Forester thus advised the Lands Minister that the "vicissitudes of
war conditions" created "a poor time to assert general commercial principles."
But as a compromise, on 24 March, 1918 the government was to cease issuing
export permits for all but #3 cedar. The general statutory authority would
not be revoked, though, leaving open the possibility of more extensive exports
at another time.62

While this decision perhaps suited anticipated future conditions, it was
rather drastic in light of the industry's performance over the previous three
years. Although coast loggers had exported over 150 million feet of cedar

3

under permit since August, 1914,6 they had also kept local shingle mills



132

well supplied. Since the war began, and under the impetus of free trade,

British Columbia shingle production had more than doubled. 5"

So dependent
had the mills become on the United States market that shinglemen were now
among the most vocal opponents of the government's new embargo. Previously
alleged fears about depletion of cedar stocks disappeared in the glow of un-
precedented sales and amidst rumblings of a possible American war tariff.
With increased sales came relief from financial pressures and decreasing con-
cern with the effect of exports on log prices. Some shingle manufacturers,
at least, apparently now regarded United States retaliation as a greater danger
than possible cedar log shortages during 1918.65
In the face of determined opposition, then, from the BCLA, several
large shingle producers and numerous logging supply companies, Pattullo
called a "Round Table Conference” for 20 March, 1918. The meeting was in-
tended to bring the logging and manufacturing interests closer together and
establish, through cooperation, "a regular working policy to give stability
to the industry." Out of the discussion, it was decided to form a War Advisory
Committee of logging and manufacturing representatives, along with Forest
Branch officials, which would meet monthly to consider all export permit appli-
cations in light of current log stocks and mill requirements. An emergency
committee was also established to deal with any urgent applications between
regular meetings. All recommendations for export were to be forwarded to
the Minister of Lands for formal approval.66
In ratifying this arrangement, the provincial government removed itself
from a command position with respect to log export policy, at least for the
duration of the war and six months thereafter. While the joint Committee was

technically only advisory, the issue of log exports had clearly been consigned

to the various sectors of the industry to administer within a general framework
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established by the Department. What had originally been a policy designed to
promote maximum manufacture within the province had evolved into a complex
issue concerning local supply and price, access to the American shingle mar-
ket and the general problem of overcapacity in the logging industry. The War
Advisory Committee (which after the war became the Export Advisory Com-
mittee) now provided a mechanism through which an unstable industry could
regulate itself under government supervision. As a result, at least the poten-
tial existed for a much more systematic control over exports from Crown lands
than had been the case under Conservative administration. However,
Grainger's recommendation of periodic export tax adjustments was not imple-
mented. And with royalty rates increasing every five years, the significance
of the tax as a deterrent would diminish. Moreover, the very existence of

an Export Advisory Committee was an admission that log exports had become
an integral part of the coast forest industry. It remained to be seen whether
after the war the Liberal government would return to the original intention of
the Timber Manufacturing Act which had been upset by such exceptional cir-
cumstances.

The first three years following the establishment of the Advisory Com-
mittee witnessed a dramatic drop in log exports from Crown lands. However,
this reduction was more a result of improved economic circumstances than of
stringent regulatory control. The number of operating sawmills increased from
201 in 1918, to 313 in 1920, while total value of production in the forest in-
dustry rose from $54 million to $93 million.67 At the same time, annual value
of log exports remained below $1 million.68 Over the next three years, log
exports from Crown lands barely exceeded 25 million feet, whereas, during
the previous three war years, exports had totalled 175 million feet. The main

factor in this decrease was a sharp reduction in raw cedar exports, though
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fir and spruce declined markedly as well.69
These low export figures encouraged the Liberal government to con-
tinue with its current policy. In March, 1919, the Forest Act was amended

0 And

extending the period for discretionary log exports to 31 March, 1920.7
then, in March 1920, upon the advice of the Export Advisory Committee and
amidst great controversy in the legislature, the deadline was extended to

31 March, 1930.7] Conservative leader, W. J. Bowser, argued that such a
permanent policy would only encourage loggers, over the next decade, to
capitalize new operations to take advantage of an assured export opportunity.
What his party had originated as an emergency war measure would certainly
then be irrevocable. The Liberals, he claimed, were "selling out" the pro-
vince's natural resources to Puget Sound lumbermen at the expense of develop-
ment and jobs in British Columbia. Pattullo minimized the whole issue, noting
that less than one percent of the total cut was actually being exported in an
unmanufactured state, and that amount mainly the by-products of the main

fir and cedar operations. "The occasional export of logs is merely a safety
valve to save waste," he assured the legislature, strictly controlled by the
industry and the Lands Department through the regulatory machinery estab-
lished two years before. This situation was in contrast to the policy of un-
restrained export followed by the previous government. The present amend-
ment simply provided for "the continuance of a system already tested by
results."72 The problem was that these results were more a reflection of
extraordinary economic conditions than the effectiveness of the War Advisory
Committee. The Committee would get its real test after the war when fluctuat-
ing markets and unstable prices would play havoc with attempts to coordinate

log production with mill capacity in order to regulate supply and price.
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The Export Committee was responsible for the administration of policy
in the Vancouver logging district. In the interior and on the north coast,
the Forest Branch supervised exports directly, although the Northern Timber-
men's Association eventually established an advisory committee of its own.

On Vancouver lIsland, logging was done largely on Crown-granted lands over
which the government had only indirect control through the use of a tax re-
bate for domestic manufacture. Although all four regions of the province were
subject to the same overriding manufacturing policy, they each provided
distinct administrative problems during the post-war period.

The log export issue was not as significant in the mountain region as
on the coast, since the difficulty of transporting logs meant that most timber
companies conducted integrated logging and lumbering operations. In addi-
tion, with ready access to the prairies, mountain lumbermen did not have as
great a problem as their coastal counterparts in marketing lower-grade products.
However, in 1909, the export embargo had been extended east of the Cascades
in view of the increasing shipments of logs down many of the north-south
waterways crossing the international border.73 But in some areas, profitable
logging could only be conducted in association with mills in Idaho or eastern
Washington--at least until transportation routes and manufacturing capacity
had been developed to a greater extent. This fact was partially recognized
in 1916 by the passage of an amendment permitting log exports from areas ad-
jacent to provincial or international boundaries without reasonable access to
a British Columbia sawmill because of topographical obstructions.nl Never-
theless, as the following examples show, it was still the general intention of
the government to prevent logging strictly for export in order to preserve
timber for future industrial development.

The Waneta Power Company wished to log, for export, an isolated

timber stand on the Pend d'Oreille River near the international boundary.75
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A detailed report by the Assistant District Forester appeared to justify export
to Washington on account of the "steep and severe" surrounding topogr'aphy.76
But P. Z. Caverhill ruled that though the "young and thrifty" stand could
not be economically logged at present for domestic use, with improvement of
the government road along the Pend d'Oreille or an increase in lumber prices
justifying overhead flume construction, it could be utilized in the near future.77
In the case of the Kootenay Shingle Company, however, Caverhill was
outmaneuvered. Permission to export spruce and hemlock logs had been
granted on the understanding that the main portion of the stand, white pine
and cedar, would be marketed in the province. Once the timber was down,
the District Forester discovered that the operator had no definite plans for
the local disposal of the cedar and pine either.78 Despite Caverhill's fulmina-
tions that the operator was now asking for the privilege to export "the very
material which...was to be manufactured here, and that the whole operation
has been for exporting and, moreover, you wish to continue operating for ex-

79 he permitted 600,000 feet of pine and cedar to be exported at

port...,
$1.50 per thousand including royalty.80

As cases such as these multiplied, the situation in the Kootenays was
soon quite out of control. In March, 1926, the Waneta Power Company had
200,000 feet of non-exportable logs either decked at river side or in the water.81
Caverhill recommended export, but advised Deputy Minister G. R. Naden that
"A strenuous effort is being made by several parties to get export, which if
permitted, will virtually mean that all streams crossing the American border
will be subject to the export privilege which, of course, must be combatted in
every possible way."82 But a scanty forestry service had a difficult time

against the power of geography and the impetus to log as quickly and as

profitably as possible. At best, the Forest Branch could hope that if it held
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the line on exports, mills might by chance one day sprout up in some of these
awkward locations in time to utilize the timber before it burned. But, in the
meantime, the District Foresters on the ground often had more sympathy for
the struggling mountain operators than for the "spirit of the Forest Act" so
fondly invoked by Caverhill in far-off Victoria. The idea that the export
"privilege" was to be used only as a "safety valve to permit the export of
surpluses due to a sudden slump in the log market,"83 made little sense to
Kootenay farmers and lumbermen with traditional economic ties to adjacent
American states. Caverhill's proclamations of policy had more relevance in
the southern and northern districts of the coast where the logging and mill-
ing sectors of the industry were less integrated and the log export business
a much more significant phenomenon.

In the administration of log export policy in the Vancouver District,
the Export Advisory Committee really had two distinct functions. From the
Department's point of view, it was to function within the government's broader
policy guidelines pertaining to the development of manufacturing capacity and
the conservation of the province's timber resources. Insofar as the industry
was concerned, the Committee was a mechanism through which the problem of
excess logging capacity and "soft" prices could be handled in a more systematic
fashion than it had thus far been able to manage by itself. Loggers working
through the joint Committee could use the Puget Sound safety valve to "firm
up" prices and keep operations going, despite slumps in the lumber market.
But they had to be careful. An untimely invasion of British Columbia logs on
the Washington market, driving prices there down, might result in a duty
being imposed on unmanufactured timber.8ll On the other hand, a complete
curtailment of exports would give the Puget Sound lumbermen and shingle
producers leverage in demanding a protective tariff on Canadian finished

products. Furthermore, all these industry concerns had to be worked out
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in accordance with local conditions and general government guidelines.

When the post-war depression hit in 1921, log exports under permit
tripled the 1920 total, and by 1922 had increased five times to almost 50 million
feet.85 Under attack from the Vancouver press, Forest Branch officials con-
ferred with Committee representatives and it was decided to prohibit exports
of cedar booms with more than 50 percent #1 and #2 grade material. Accord-
ing to Vancouver District Forester I.. R, Andrews, undue pressure had been
coming from the American element "which predominates in the loggers" to allow
more open exporting. Andrews suggested to TIC managing director, M. A.
Grainger, that the Export Committee should be composed of men "Canadian
at heart, who have the necessary sympathy for the development of the In-
dustry as a Canadian Industry in order to function to the best advantage in
connection with the stated policy of the Government to prohibit export except
in an emergency."86 But, on the other hand, Andrews failed to note that
the members of the Committee most "Canadian at heart" were in reality the
millmen and shinglemen most interested in keeping a surplus of logs on hand
to ensure a steady supply and lower prices.87 The lumbermen themselves had
little more interest than the loggers in building Canadian industry or preserv-
ing the timber supply. The responsibility for these larger goals fell to the
Lands Department. But the exigencies of keeping the existing industry afloat
and prosperous tended to obscure somewhat this longer vision.

Despite Andrews' 50 percent rule, high-grade cedar continued to exceed
low-grade in the totals passed by the Export Advisory Committee and the
Emergency Export Committee.88 Confronted with continuing applications for
high-grade cedar exports, the Committee laid down a policy that, "Any opera-
tor persisting in the production of a high-grade material in the face of a dull
market could not be given consideration." Nevertheless, at the same meeting,

export permits granted for #1 and #2 grade logs combined exceeded #3 grade
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89 One of the worst offenders in this respect was

by a ratio of four to three.
A. E. Munn, one of the logging representatives on the Committee whom
Andrews believed to be most in sympathy with Department policy. Munn and
Kerr Timber Company Ltd. persisted in pushing high-grade booms through
the Committee, though regulations prevented Munn from voting on his own
applications.90 During June and July, 1922, 29 accounts were authorized
for export by the Emergency Committee. Twenty-one of those had an excess
of 50 percent high-grade’'logs, 14 of which had been logged by Munn and
Kerr.g]
The problem of excessive log exports was not restricted to depressed
years, either. Once export markets were established for raw logs, the im-
petus was to continue to supply them even once the domestic market had
picked up. In fact, Pattullo himself partly expiained away increasing log ex-
ports as a natural by-product of an expanding manufacturing business. With-
out the ability to export the minor products of his operation for which there
was no local demand, the Minister believed the logger would have to ciose up

2 But these so-called "minor"

camp or else leave the timber as a fire hazard.
products soon became a major headache for the Forest Branch with the opening
of the Japanese market for cedar, toward the end of 1921.

There Was suddenly a gread demand for red cedar square timber and
short logs which the Japanese manufactured cheaply into distinctive finished
lumber products. Red cedar was preferred as it matched the native woods
most closely. But fir and hemlock were also taken when the demand for cedar
could not be met. Since squared timber was technically "manufactured," it
went out free of export charge. But short logs, though bucked in halves or

quarters to lengths of 12 and 14 feet, were clearly still in their raw state and

had to be passed by the Export Committee.93 While both the Forest Branch
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and the loggers tried to maintain the fiction that logging for the Japanese mar-
ket was an "incidental" part of operations, many logging concerns such as the
Capilano Timber Company clearly regarded it as "big business," as did
H. R. MacMillan and Nelson Spencer, whose export companies became the
chief shippers to Japan.gll

In order to regularize the trade and make marketing more efficient,
the loggers requested a blanket permit to export all low-grade cedar to Japan.
The Forest Branch still functioned on the premise, however, that at any
moment a local or eastern market for small cedar lumber could open up per-
mitting manufacture within the province.95 According to Caverhill, a blanket
permit would only encourage many operations to spring up, financed by Japan-
ese capital, dedicated wholly to the export of logs. Not only would this be
contrary to the principle of domestic manufacture, but would also tend to ex-
clude from the Japanese export outlet legitimate operators with surplus low-
grade cedar in their booms. And, finally, since the Committee was currently
recommending for export, in addition to #3 grade logs, whatever #2 grade
was surplus to local needs, a certain discretionary power had to be maintained.
Therefore, all booms were to be scaled and put up for export application
individually before logs were bucked.96

Loggers tended to circumvent the regulations by cutting this material
before applying for export so as to force the Committee's approval. Once cut,
logs had either to be exported or wasted. The other strategy employed by
exporters was to mix logs from Crown land with booms from exportable tenures
so as to elude detection. 7

Despite the Forest Branch's serious pronouncements concerning the

need to prevent wide open export, little real action was taken to control the

situation. The Minister himself seemed to regard the Japanese log trade as a
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progressive move toward more efficient forestry. Before this new outlet be-
came available, much low-grade material had been left to rot, according to
Pattullo, since the North American price did not justify manufacture. But
there was no indication that stopping the log trade "would force Japan to pur-
chase the manufactured product at a price that would repay the cost.“98
Export reduced waste and added otherwise unearnable dollars to the provin-
cial economy. There was no sense, then, according to the Minister, in pre-
serving this timber for some hypothetical future day when it might be profit-
able to manufacture it in British Columbia. Pattullo, rather, put his faith in
natural regeneration to look after future timber needs. For the present, it
was more important to liquidate the "350,000,000,000 feet of overmature and

I Thus, loggers con-

decadent timber" with which the province was endowed.9
tinued to force exports through the Committee by cutting first and asking
permission later, knowing the Department had no real intention to clamp down.
The extent to which such exports had become sanctioned by the Depart-
ment was indicated by the action Caverhill himself took in pushing through
several applications over the heads of the rest of the Committee. With markets
slumping in December, 1925, six million feet of logs already granted export
permits sat unsold in the water. A motion to refuse any further permits was
lost, however, on the vote of the Chief Forester. Since the applicants in
question had certain sales lined up in Japan, Caverhill saw no reason why
they should be penalized by the failure of others to take advantage of the
export privilege. 100 It was quite clear to all concerned, including the Chief
Forester, that exporting logs to Japan was indeed big business--and busi-
ness that should be captured while the opportunity existed.

It was not so clear to the Forest Branch, though, when it came to the

Prince Rupert District. For one thing, the policy that exports were to be
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only of logs incidental to the major operation, while somewhat of a sham in the
south, did not work at all on the north coast, where Douglas fir dwindled out
and cedar and hemlock were usually among the primary species being logged.
Secondly, as Grainger had said, in the south the loggers had a foot in the
door and it was very difficult for the government to slam it completely shut.
The northern loggers were not nearly as numerous, nor as economically and
politically powerful. Nor did they have an advisory committee through which
to negotiate with the Department.

The major buyers of northern cedar logs were the Pacific Mills pulp
mill at Ocean Falls, which used cedar in a special grade of kraft paper, and
the Whalen interests at Swanson Bay, who ran a single mill in conjunction with
their main pulp operation. Neither of these could consume all the cedar being
logged, and high towing rates allegedly kept northern cedar out of the Van-
couver log market.101 The Northern Timbermen's Association argued that
log exports would help to build up the economy by attracting ships to Prince
Rupert. A local import-export business might then develop, while fish and
some finished lumber products would also find a market in Japan. The Asso-
ciation therefore petitioned Pattullo to establish an advisory committee for the
northern district and to permit wide open log exports for one year. 102

in reply, Deputy Minister Naden allowed that exports might immedi-
ately induce shipping and temporarily relieve economic conditions, but per-
mitting logging specifically for export would not encourage the development
of a milling industry and "would, in the end, work against the development

,103

of the country. The District Forester, as usual, sided with the local

loggers, claiming that neither Pacific Mills nor Swanson Bay were taking
sufficient logs to keep the camps busy. 104 But, despite the fact that both

the Minister and his Deputy had roots in Prince Rupert, Pattullo being the
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sitting member from that constituency, the Department remained firm. The
northern loggers had very little practical leverage with which to manipulate
policy and Pattullo was reluctant to give them any more through an advisory
committee of their own.

On the northern coast, the future of the pulp industry was the Depart-
ment's main concern, not the price of logs or logging profits. And, accord-
ing to Forest Branch information, the northern country had only a limited
quantity of timber, all of which was needed for future industrial development.

Nevertheless, Lands Department principles were soon superceded by
political and economic reality. By February, 1924, the Whalen plant at Swan-
son Bay had gone into receivership105 and Pacific Mills, overstocked with
cedar, would take only 10 percent cedar per boom.106 Perhaps with an elec-
tion approaching, Pattullo felt it wise to relent somewhat. At any rate, to
relieve the congested market, J. R. Morgan Ltd., and several other loggers
were permitted to export up to three million feet of shingle grade cedar sit-
ting in the water.107 The loggers thus got their foot in the door. Soon after,
they were allowed to set up an Export Advisory Commiteee of their own, al-
though it was not officially sanctioned through Departmental representation.
And while subordinate in decision-making authority to the Vancouver Commit-
tee, it nonetheless gave the Prince Rupert loggers a vehicle through which
to pressure the government for further export privileges.108

By 1925, Pacific Mills was experiencing a full-scale glut. With 13
million feet of cedar on hand and more on the way, Pacific Mills made an agree-
ment with a new shipping and brokerage firm, British Pacific Timber Products
Ltd. (BPTP), to dispose of half that amount allegedly endangered by teredos.
Having also taken over the old log stock of the Massett Lumber Company which

had earlier closed down, BPTP had plans to run a major log carrying business
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transporting northern cedar and spruce to Vancouver, and hemlock from the
lower coast to Ocean Falls. Since it was estimated that up to one-half of
Ocean Falls' cedar was unsuitable for the Vancouver market, this operation
would entail large shipments of logs to the United States and Japan. The
company had already purchased six barges and was in the process of applying
to the northern Committee for a comprehensive export permit for up to seven
billion feet of logs scattered throughout 240 booms. The District Forester
approved of the operation in principle, but advised against a blanket permit.
Nevertheless, two million feet of the Massett logs were passed for export by
the Forest Branch upon recommendation of the northern Committee without
any reference to the Vancouver Committee. And the first four million feet of
Ocean Falls' cedar recommended by the northern Committee was allowed through
the southern Committee after the larger logs suitable for the Vancouver market
were culled out. As the BPTP operation began to materialize, three other
northern logging outfits signed contracts with the shipping firm for export
of cedar, and District Forester P. S. Bonney warned Caverhill to expect
numerous applications in the future. The Chief Forester stuck to his official
position that no logging for export would be permitted. But with the prevailing
economic slump in the northern industry, he was not likely to enforce that
doctrine too rigidly. '%°

It is apparent from the above examples that, by 1925, the Forest Branch
perspective on log exports, though rationalized in terms of good silvicultural
practice, had become nearly identical to that of the logging industry. What
had originally been a policy aimed at encouraging local manufacture and con-
serving timber supplies for the future had now become concerned almost
entirely with supply and price, the main preoccupations of the industry.
According to the Minister, in a new country such as Canada, the people were

"apt to be prodigal and demand the best all the time... ." Until the point
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was reachéd where all poor grade material could be ecomically consumed at
home or manufactured profitably for export, there would be waste. Since it
was impossible to shut down the industry until that time arrived, the most
sensible option was to export in log form what otherwise would not be utilized.
Summing up Liberal government forest policy in 1927, Pattullo recalled to the
legislature in one of his famous homilies that

the people have to live to-day, and if there were no industry

here there would be no people here; and the day when the

waste products could be used to advantage would be that much

further away.110
Departmental policy preferences notwithstanding, the government's priorities
were clearly rapid development and settlement through exploitation of the
province's resources at whatever level of sophistication the current economic
structure could support. There was no question of conserving hemlock or
surplus cedar for the use of future manufacturing industries. Pattullo had
been convinced by the loggers that selective logging of large, over-mature
timber stands was economically impossible because of high equipment costs. m
And more importantly, according to the Minister, an advanced stage of manu-
facture could never be reached under conditions of a free market economy
without first going through the more rudimentary stages of development which
included a large proportion of raw material export. This was particularly so
in light of the constant threat of American tariff retaliation against British
Columbia lumber and shingles if any attempt were made to implement a total
log export embargo.

Preceding the passage of the 1922 Fordney-McCumber tariff in the
United States, American lumbermen had made strenuous attempts to have a
protective 25 percent ad valorem duty imposed on finished lumber and a

112

prohibitive 50¢ per thousand duty on shingles. But instead, the final

draft of the bill gave the American President discretionary power to impose
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a retaliatory duty on imports equal to that collected by the exporting country.
In addition, however, American loggers finally won a $1.00 per thousand duty
to be levied on all fir, cedar, spruce and hemlock logs imported from any
country or province which maintained any "embargo, prohibition or other

13 While there was no direct or ex-

restriction" on the export of such logs.
plicit connection made between export restrictions on logs and American retali-
atory duties on lumber and shingles, the fear of such possible retaliation was
used by the loggers and the Minister of Lands continuously during the sub-
sequent seven years to justify a certain degree of unmanufactured timber ex-
ports. Any escalation of the current restrictions on either Crown-granted
or licenced timberland could easily jeopardize a market that took over 50 per-
cent of the province's timber business, according to Pattullo.”u "In view of
the agitation which has already taken place across the Border," he warned,
"it is not unreasonable to suppose that a total prohibition of the export of
logs might rapidly be an incentive to the imposition of an import duty on
shingles and manufactured lumber by the United States.”' !>
What also had to be feared was any move by the Dominion government
to impose an embargo on raw log exports. And, in this regard, the provincial
government faced a real dilemma. Annual exports from Crown-granted lands
over which it had no control exceeded those from licenced land by two to
four times from 1922 onwards.”6 Theoretically, the provincial government
could have curtailed Crown grant exports by increasing the export tax but,
for years, the constitutionality of that tax had been in question.”7 Any
increase would likely provoke an industry challenge to the authority of the
province to levy what amounted to an indirect tax in restraint of trade. 118

The result might be not only a substantial loss of revenue to the provincial

treasury but, also, were the tax found to be ultra vires the province's
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jurisdiction, the Dominion government, already under considerable pressure
from Ontario's timber and financial interests to impose a complete embargo on
pulpwood exports, might see fit to put a ban on all timber exports from Crown-

19 In that event, the dreaded American retaliation

granted lands in Canada.
against British Columbia shingles and lumber might result.

To prevent this outcome, the Forest Branch went out of its way to
provide certification for log exporters from Crown-granted lands, such as
Bloedel, Stewart and Welch, Ltd., in order that they might avoid the $1.00
retaliatory log duty in effect under the 1922 Tariff Act. Upon request,
Caverhill furnished a letter to that firm to present to the United States author-
ities in which he argued that the so-called export restriction was really only
a subsidy to encourage manufacturers within the province. Awarding such
a bonus, he maintained, had always been recognized as a "legitimate exercise
of governmental power and without affecting reciprocal tariffs between two

20 By providing this certification, the Chief Forester was actu-

countries. nl
ally facilitating the export of unmanufactured logs from the province. But
failure to do so might have raised the whole question of the legality of the
province's tax anew. Despite the best efforts of the Forest Branch to keep
the issue of Crown grant exports away from public attention, both in the
United States and in Canada, the increasing impact of these exports on the
timber stands of southern Vancouver Island created a political storm in the
provincial Assembly.

Toward the e'nd of November, 1923, Cowichan's independent MLA,
Kenneth Duncan, moved that the legislature express its wish to the Dominion
government that a heavy export duty be imposed on all unmanufactured timber
shipped outside Canada.121 In reply, Pattullo argued that a Dominion em-

bargo would not necessarily increase manufacturing capacity but could quite

possibly lead to retaliatory action by the United States against the very sale
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of manufactured products that everyone desired to promote. The Minister
further reminded the House that the province did not yet have a corner on
the world's timber supply. Far from being able to dictate to other countries
the form in which it desired to sell its products, British Columbia had had
to fight hard for the position it currently held in foreign markets. Rather
than recommend such drastic action to the federal authorities, Pattullo pro-
posed an amendment that the legislature request the Dominion government
to broaden the terms of its proposed Royal Commission investigation into
pulpwood supplies and exports to include consideration of all timber exports.122

The Colonist immediately accused the Minister of evading the issue of
a manufacturing policy out of a fear of endangering the existing industry.123
Thomas Menzies, independent MLA for Comox and, like fellow independents,
Duncan and Burde, concerned about the loss of present and future jobs, noted
that at the present rate of depletion by American timber interests, it would
not be long before Vancouver Island was turned into a "howling wilderness.“lzu
After further attacks by Tory leader, W. J. Bowser, Pattullo assured the
opposition that, since most of the timber in question was overmature, it
should be cut as there was a demand for it. Whether, after cutting, logs
were manufactured in Canada or the United States, the timber would still
have disappeared. The answer was not to stop exporting logs, but to ensure
that a healthy natural regeneration occurred. 125

Pattullo's defence was weak on both points, however. For one thing,
depletion would have taken place at a slower rate without export since not all
milling capacity displaced by an embargo would have been transferred immedi-
ately within the province. Secondly, Pattullo's liquidation forest policy was

based on an assumption that annual increment safely exceeded total annual

cut plus loss due to fire and other destruction. That assumption, founded
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on a narrow interpretation of rather conjectural totals provided by the 1918
Commission of Conservation Report, had recently come under heavy attack

by forest engineers, Judson Clark and P. L. Lyford,126 whose less optimistic

estimates went largely unanswered by the government.127 Furthermore,

Pattullo's falth in the power of natural regeneration would 'soon be thrown

e et e e s

into qlﬂ.lgstlcin by the results of experiments done by the Forest Branch of

his own Department.128 Nevertheless, after the defeat of an amendment by

opposition leader Bowser that the provincial government pass legislation ban-

ning all exports as of 1 Januavry, 1925, the legislature approved the Minister's
R

amendment to refer the export matter to the Royal Commission on Pquwood,129

whose recommendations, handed down in July, 1924, supported the position

taken by Pattullo and the loggers.

In general, throughout Canada the Commissioners saw the solutlon to

dwindling pulp timber reserves, not in an export embargo, but in improved
protection and management and the gradual implementation of sustained yield

forestry.130 More particularly regarding British Columbia's total timber

-

reserve, using flgures prepared by the provincial Forest Bfggch the Com-
missioners reported a net increment after loss to fire, decay and waste
slightly exceeded by annual cut. To this problem they saw two related solu-
tions. Proper fire protection would increase substantially the amount of
timber that could be used "without disturbing the wood capital." But, in
addition, since the overmature trees dominating the coastal stands produced
little or no annual increment, the faster these were cut down, the faster

there would be a "material increase in increment." Thus, for the Commis-

sioners as for Pattullo, the solutlon to forest depletion lay not in control of

T “"("M
log exports, but in proper forest protectlon, liquidation of overmature forests,

and natural regeneration.131 In eastern Canada, a reduction in the export
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of spruce and balsam through export restrictions was deemed to be a possible
complement to other forestry measures. But the Commissioners made it ex-
plicit that such restrictions should not be construed to apply to British
Columbia where there was some concern as to the effect of Dominion legisla-
tion on the lumber and shingle industries. The export of cedar, fir and hem-
lock logs was in no way to be affected by any Dominion restrictions on spruce
and balsam pulpwood for fear of possible American r'etaliation.132
Needless to say, these recommendations did nothing to satisfy the
Conservative opposition, nor to put to rest what was escalating into a major
political controversy. During the 1924 election campaign, the Tories had used
the log export issue to good advantage, particularly on Vancouver Island where
it was accepted by both parties to have been at least partly responsible for
the Liberals' loss of three seats.133 The Royal Commission's reassuring con-
clusions notwithstanding, the attack against log exports was renewed during

13% 1he

the 1925 legislative session, both in the press and in the Assembly.
government's problems were compounded that year, as well, by the worst fire
season in the history of the Forest Branch. Over 700,000 acres of timber
burned, at a loss of $2 million, and the following year was not much better.135
Despite Pattullo's continued assurances that there was sufficient
mature timber to supply the province's present population 59-5..39.9_.@:5' 136
during this final term of Liberal administration, forest conservation was to
become an increasingly important issue, and one to which the government
and the Forest Branch gradually were forced to rfespond through chaqgeihin
timber allocation and forest reserve pollcy. But, if the government was pre-
pared to accept some responsibility for the perpetuation of the timber resource

and the future of the industry dependent on it, it was not ready to force the

loggers to shoulder their share of that responsibility to the possible detriment
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of their immediate prosperity and the present economic well-being of the pro-
— o v o ey

vince. An untempered assault on the already alienated timber resource would
continue unabated while the foresters prepared the way for the next wave of
forest exploitation under a more regulated and controlled sustained yield
system.

Beginning in 1901, the provincial government began imposing, some-
what haphazardly, a series of measures designed to promote the maximum
manufacture of timber within British Columbia. These various laws were con-
solidated in the 1906 Timber Manufacturing Act, and reinforced by the Forest
Act of 1912. But the Conservatives' timber allocation policy had facilitated
overcapitalization of licenced timberlands, putting tremendous pressure on a
rather limited log market. Despite the best intentions of the government and
the new Forest Branch, the collapse of the western Canadian boom and the
start of war in Europe undermined all attempts to hold the lid on log exports.
In the interests of sustaining a slumping provincial economy, the embargo was
lifted to relieve what was perceived to be a temporary glut. But the export
privilege only encouraged further capitalization within the logging industry
to take advantage of an enlarged market. Before long, what had begun as an
emergency war measure became institutionalized as a necessary part of the
provincial economy and of government timber policy.

The expanded lumber trade during the last years of the war, however,
enabled local mills to absorb a greater portion of the cut. To the new Liberal
government, decreased log exports were an indication that the export privilege
could be maintained as a safety valve without endangering either the develop-
ment of local industry or the provincial forest resource. But continued in-
vestment in the logging industry, coupled with fluctuating lumber markets and

unstable prices throughout the 1920's, created an increasing incentive to
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export "surplus" logs. This tendency was reinforced by the opening of the
post-war Japanese market for cedar and hemlock. Although the existence of
the Export Advisory Committee provided a veneer of regulatory control, the
government's commitment to log exports as only an incidental adjunct to the
main logging operations became increasingly meaningless. Department offi-
cials were soon convinced that the physical and economic difficulties of logging
mixed British Columbia timber stands for an underdeveloped milling industry,
warranted modification of a policy of maximum domestic manufacture. The
looming fear of American tariff retaliation and inability to control operations
on Crown-granted timberland further undermined the safety valve theory.
Gradually, the log export policy of the Lands Department turned from concern
with encouraging industrial development and perpetuating the forest resource
to a preoccupation with the competitiveness and prosperity of the existing
industry. Only by ensuring a successful forest economy today would it be
possible to develop a more sophisticated and conservationist industry in the
future. If that meant rapid liquidation of standing timber, there would be no
great loss, according to Pattullo, since over-ripe trees were really an impedi-
ment to a more substantial annual increment. Natural regeneration and proper
forest protection were expected to compensate for temporary damage incurred
by primitive and wasteful clear-cut logging.

Moreover, British Columbia, in its formative period of development,
could not, the Minister believed, be too selective about the form in which it
marketed its natural resources. Forest policy could move only as fast as
material conditions would permit. That philosophy may have been based on

a rational consideration of economic reality. But the increasingly rapid and

e s = it S RANOIPNG,

visible depletion of forest stands most accessible to centres of population,

coupled with unsteady economic growth, left the Liberals' laissez-faire log
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export policy open to attack. Furthermore, the obvious failure of the Forest
Service to control fire loss, on top of growing skepticism about the Depart-
ment's reforestation policy tended to raise serious doubts about the govern-
ment's commitment to liquidation forestry. An annual increment that

H. R. MacMillan, in 1912, had put at five times annual cut, had suddenly
turned into a net annual qulgg_t_)p. But, just as this reversal did little to
cause the government to alter policy as it pertained to the existing industry,

similarly, it had a negligible impact on allocation and administration of the

remaining Crown timber reserves.
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Chapter 6

ALLOCATION OF CROWN TIMBER: SUSTAINED
SUPPLY WITHOUT SUSTAINED YIELD

Just as the manufacturing condition was modified according to the exi-
gencies of economic development, so was the timber allocation system, estab-
lished in 1912, gradually transformed to meet the needs and capabilities of
operating lumbermen. The g{‘_’ﬁiﬂﬂfﬂ,’&iﬂlﬁﬂdﬁdwtg. maintain _a‘”ge‘r‘\”c'e'ral reserve
on Crown timber. Allocation‘in the foreseeable future was supposed éﬁly to
supplement existing holdings and supply the needs of small, local operators
and the fledgling pulp and paper industry. No further alienation for specu-
lative holding would be tolerated. All timber sales were to be on a competitive
basis, at market prices and subject to stringent operating regulations and
supervision.

As in other cases, the Lands Department was long on theory and short

on practice. Administration of timber sale policy was modified to suit eco-

nomic cg»)r}mqitiqnys\mgnﬂd requirements of operating J{og‘]wg{ers. While wholesale
speculation in timber sale licences did not occur, there were, nevertheless,
serious modifications made to the policy of allocation for immediate use. Parti-
cularly in the pulp and paper industry, timber allocation policy was moulded
to suit the needs of large-scale industrial development. By the mid-1920's,
what had been intended as a competitive and highly regulated system of in-
cidental timber allocation was evolving into a de facto quota ;xz’g{eﬂ@”kdesigned
to fill the timber supply needs of the dominant firms ip vaf_ious sections of

P

the province, without any serious attempt at advanced silvicultural manage-
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ment.
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While the timber supply side of a sustained yield policy was being de-
veloped on an ad hoc basis, the forestry side was relegated to the test
stations, forest reserves and nurseries of the Forest Branch. Only in 1928
was an experimental merging of these two aspects of sustained yield forestry
attempted. At the same time, a full-scale reinvestigation of the province's
forest resources was begun which would ultimately lay the groundwork for a
total revamping of timber tenure policy after the Second World War. However,
as the country headed toward economic depression in the late 1920's, this
restructuring was still two decades away. Despite the theoretical proclivities
of the Forest Branch, rapid industrial development based on torest liquidation
was still the order of the day in timber allocation as in all other aspects of
forest policy in British Columbia.

Previous to 1912, Crown timber had been allocated by licence without
any formal silvicultural requirements. As long as limits were surveyed, ground
rent and forest protection tax submitted annually, and royalty paid upon cut-
ting, a logger was free to do almost whatever he liked with his timber, when-
ever it pleased him. In 1910, the Fulton Commission recommended that specific
cutting regulations be imposed upon all Crown timberland operations to end
waste and help prevent fir'e.1 The government did not, however, implement
these suggestions. Clearly, there had been enough difficulty over the issue
of stability of licenced tenure to deter the government from undertaking any
new radical intervention.

But the Commissioners' proposed system of timber sales from Crown
reserves did become an important part of the new Forest Act. While the
Commissioners saw no need for a complete revocation of the 1907 timber re-
serve, they did foresee certain circumstances which might call for regulated
allocation of portions of that reserve: to break any future timber monopoly,

to meet the needs of a rapidly expanding mill industry, or to supply lumber
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for local requirements. In addition, they advised the sale of all small fractional
areas adjoining existing limits which would otherwise go unutilized.2

As finally enacted, the provisions for disposition and holding of Crown
timber followed closely the recommendations of the Fulton Commission. An
applicant, having surveyed and cruised a desired tract, could apply to the
Department for a special sale licence. For three months, the government
would advertise the sale, stipulating time allowed for timber removal. Sealed
bids were to be tendered, over and above an established upset price, accom-
panied by a 10 percent deposit. The successful bidder would be required to
pay, in addition to stumpage price, yearly rental at normal licence rates, and
royalty on timber cut each year.3 Furthermore, each sale contract contained
regulations specifying size and species to be cut, and to what height and
diameter. Slash disposal procedures suitable to region and forest type were
also to be followed under Forest Branch supervision.Ll The Department in-
tended timber sales to be inspected monthly to ensure adherence to all regula-
tions, and reports were to be submitted to Victoria with a detailed evaluation
of each operation.5

From the outset, the Forest Branch considered timber sales, in part,
as a method to make logging more efficient by permitting the cutting, with any
major operation, of fractional areas contained in the same logging unit.6 While
this policy was justified in the name of good forestry, it did tend to undermine
the principle of competitive bidding since no other operator than the one
already in place was likely to be interested in such areas. But, in addition,
the Forest Branch, contrary to Royal Commission recommendations, began, in
its first year, a policy of preparing large tracts of Crown timber for sale,
in advance of the application. Working under the supposition that his first

duty was to bring annual cut up to the level of annual increment,
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H. R. MacMillan encouraged the sale, especially of overmature timber, so long
as stumpage value was not sacrificed.7

Under the impact of depression and war, timber sale policy was not
modified significantly. Rather, in view of slumping markets, extensions were
given on most contracts to allow the orderly cutting of logs without financial
loss.8 To facilitate the allocation of timber to small operators, particularly
in remote locations, district foresters were given the power to make sales of
less than $500 in value without advertisement or authorization from head-
quarters.9 Furthermore, on sales under $2,000, initial rental payments could
be deferred up to 60 days, or until the first cut of logs was sold.m

The value of a general policy designed to facilitate the continued aliena-
tion of Crown timber, particularly during depressed conditions, was soon
brought into question by members of the Forest Branch. In July, 1916,
Vancouver District Forester, G. D. McKay, stated his emphatic opposition to
the preparation of timber limits in advance of demand. By forcing timber on
the market, he claimed, stumpage value was being sacrificed, and prevailing
low lumber prices were not conducive to the clean logging that was a condition
of most contr'acts.11 Soon after, the Forest Branch, now under the direction
of M. A. Grainger, adopted a policy that, in future, no individual logging
units were to be advertised prior to application, and timber sales, in most
instances, were to be limited to fractional areas which would be left unutilized
if not logged with the current operation.12 With an improvement in lumber
markets in late 1916 and 1917, and a change in provincial government, a
more dramatic re-assessment of timber sale policy soon followed.

On the advice of Chief Forester Grainger, the new Liberal Minister of

Lands, T. D. Pattullo, ended the system of deferred sales, which had been

too easily abused, and had caused more administrative trouble than it was
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3 In addition, the granting of extensions, originally an emergency

wor‘th.1
war measure, had quickly come to be expected as a normal part of timber sale
operations. The object of specifying a time limit for cutting, to prevent specu-
lative holding of timber for appreciation in value, was being undermined.
Extensions had perhaps been justifiable in 1914 and 1915, but many sales had
continued into 1917 with no cutting taking place. Several of these were held
by large operators like Bloedel, Stewart and Welch, who had carried one such
sale for four years without operation. Grainger recommended cancellation of
the contract and resale at present value, to enable the Crown to capture the
increment in stumpage. As he explained to the Minister, "To allow a purchase
to drag on year after year without operating would convert sales into specula-
tive holdings like the licence staking of 1905-6-7 and would prevent the
Government from obtaining any increases that might take place in the value
of the timber... .“w

Grainger also notified all district foresters to be more diligent in the
administration of small district sales. These had been intended for special
emergency cases only, but were now being allotted on a regular basis for no

15 Furthermore, the Chief Forester was upset that district

justifiable reason.
sales had come to be termed "private sales" in Forest Branch correspondence.
Timber was being offered under the district system quite liberally, without
advertising or competition. As a result, Grainger discovered, several cases
had occurred in which a single large logging unit had been broken up and
sold as numerous small parcels to the same party, "thus giving him a monopoly
of the area, without allowing of competition and possibly shutting out other
intending operators." In other cases, large operators had, by means of one

small, strategically placed sale, secured a key position over an extensive

body of timber, thereby gaining an unfair advantage over future competitors.
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In August, 1917, Grainger sent a scathing circular to his district foresters call-
ing into question their general integrity and warning that open competition
had to be maintained as the very basis of "efficient government business."
Despite these efforts of Grainger to reform Forest Branch procedures,
administrative problems persisted under Liberal government. Although the
average timber sale remained under 200 acres in most years, total sales in-
creased steadily from 255 in 1917, to 671 in 1922, reaching a high of 1,033 in
1928.17 The Forest Branch continued to force timber on the market, sacrificing
stumpage value in the process.
In 1921, P. Z. Caverhill became embroiled in a sharp controversy with
his Prince George District Forester, P. S. Bonney, over the price at which
the latter was making district sales. There was a natural tendency for some
district foresters, such as Bonney, more attuned to local conditions in remote
areas, and more sympathetic to operators with whom they were in close contact,
to neglect sometimes the over-arching forestry concerns of headquarters.18
Both Caverhill and Vancouver District Forester, L. R. Andrews, deplored
the sacrificing of stumpage value for the sake of making sales and keeping local
operators working. But‘ Caverhill would not go as far as Andrews, who recom-
mended, in June 1923, the complete cessation of all sales until proper value
could be attained. Such a policy, according to the Chief Forester, would
only injure the small operator, while the larger, well-supplied lumberman
could continue indefinitely on the basis of his present holdings.19
At the opposite extreme from Bonney, some of Caverhill's assistant
foresters advocated restricting sales only to larger, well-capitalized operators.
The bigger the logging unit sold, R. C. St. Clair notified district foresters,
the lower the operating and overhead costs per board foot, and the higher
the stumpage price chargeable by the government. Efficiency seemed to dic-

tate moving away from small sales, despite Caverhill's reservations.20 And
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indeed, considerable pressure came frequently from the Timber Industries
Council and large licence holders such as C. S. Battle, for the Forest Branch
to stop sales to small operators of timber adjacent to existing larger holdings.
In 1922, the Forest Branch agreed to notify Battle of any areas contiguous

to his limits that were up for sale. After that date, Battle filed a protest
against every such timber sale and handlogger licence issued.21 Although
the Department apparently did not accommodate Battle's wish to have all ad-
jacent timber reserved for him, its action in other instances, most notably in
the allocation of pulpwood (to be discussed later) indicates a tendency toward
a policy of sustained supply for existing operators.

Such a policy was evident in the administration of saw timber sales as
well. For example, in 1919, the Lands Department was caught rather "flat-
footed" when the highest bid for a sale at Hutton in the northern interior, came
not from the original applicant and major operator in the area, the United
Grain Growers (UGG), but from a local accountant, Mr. Boyt. The Depart-
ment nevertheless informed Boyt that his bid had been rejected because he
was suspected of being a speculator, having no previous record of running a
logging operation. Unfortunately, the UGG, expecting to be awarded the sale,
had begun cutting in advance of the deadline for tenders.22 As Deputy
Minister, G. R. Naden informed Oliver, "In this case the obvious purchasers
were the United Grain Growers and no competition was expected." But, upon
appeal from Boyt, because of the obvious trespass, the Department had no
choice but to disqualify the UGG tender as well. However, the sale was still
not awarded to Boyt. Instead, he was told to apply for another sale which
would enable him to start in the lumbering business "without intruding in
the neighbourhood of any existing concern.“23 It appears, then, that Boyt
had been unsuccessful in the original competition, not primarily because he

might have been a speculator, but because the Department wanted to reserve
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the timber in question for the dominant operation in the region. That Boyt
was refused the sale, even upon appeal, indicates that the government still
intended to allocate the timber to UGG, despite the trespass, once the contro-
versy had abated.

In either event, whether timber was being sold by district foresters
at less than market value to aid struggling operators, or being allotted, with-
out real competition, to dominant regional enterprises, the problem of obtaining
proper value for Crown timber remained. And it was compounded by a ten-
dency to allow timber sales to carry on long past the required period for com-
pletion of the contract.

Despite the Department's alleged concern for the possibility of specula-
tion creeping into the timber sale system, unstable markets during the 1920's
resulted in a reinstitution of the policy of contract extensions discontinued in
1917. In that year, a system of resales had been inaugurated, permitting the
original holder to rebid for his remaining timber under a new contract, sup-
posedly at a revised upset price. But, in 1922, when he realized that most
resales went to the original holder anyway, Caverhill decided it would be more
efficient to re-establish a system of one year extensions.zu Eventually, opera-
tors began pushing for longer extensions. Caverhill thus revised procedures
once again, in January 1927, allowing resales in cases where a one-year exten-
sion was not sufficient, though only in very exceptional circumstances were
resales to be permitted once a one-year extension had already been granted.25
Just over a year later, however, Caverhill handed down a new policy allowing
a resale after an extension in the event of adverse economic conditions. But
he assured his district foresters that the public interest would be safeguarded
by advertising where competition was thought likely. "You may think," he

wrote them, "that this is departing from our policy of making sales for
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immediate cutting. Perhaps it is a slight departure, but we feel inclined to
be more lenient until some abuse arises." He believed few operators would
be likely to hold a licence for speculative purposes through a series of exten-
sions and resales when the Department had the privilege of readjusting stump-
age prices, and the public had the opportunity of bidding in on the sales.26
Despite Caverhill's assurances, there were strong reasons to doubt
that this policy would protect the public's interest. For one thing, there was
no guarantee that the highest bidder would, in fact, get the contract, since
the Department tended to favour existing operations. Nor, with district
foresters so sympathetic to operators' claims of high operating and transporta-
tion costs, were stumpage prices likely to be revised sharply upwards. Even
less reassuring was the fact that, as Caverhill informed his district foresters
in December, 1924, the average timber sale cruise, to determine the amount
of board feet on a limit, was 30 to 40 percent too low.27 And, moreover, timber
sale licences which, at the outset, were‘ to be operated only by the original
licencee, had by 1923 been made transferrable.28
It was thus quite clear that, as it was administered both under the
Conservatives until 1916, and throughout the 1920's under the Liberals, the
timber sale system did not guarantee an end to speculative holding, nor did
it function on the principle of free and open bidding in order to prevent monopo-
lization, nor did it assure to the government a proper price for its stumpage.
But, even more significantly, the Forest Bra’nch failed to enforce anything
but the most rudimentary silvicultural practices.
Part of the reason Vancouver District Forester L. R. Andrews believed
the Department should slow down its alienation of Crown timber was that, even
in 1923, the Forest Branch was unable "to enforce our contracts or to give them

any but the most cursory supervision." He also complained that almost none
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of the revenue from timber sales was reinvested to ensure future crops, and
that with existing staff it was physically impossible to carry out "even elemen-
tary brush disposal improvements."29

Andrews' concern about the lack of forestry being practised was re-
iterated in 1925 by his successor, C. S. Cowan, who complained that slash
disposal on timber sale limits was carried out with only the narrow view of
fire prevention in mind. He recommended the hiring of several junior foresters,
or experts in silviculture, to work with men experienced in fire prevention, to
ensure that methods of disposal used were appropriate both to combatting fire
and securing a rapid second growth.3o Cowan was supported in his opinion
by forester E. C. Manning, who also felt that "after several years (sic) study
of various factors influencing the establishment of reproduction on our cut
over areas on the coast and the effect of burns on the rate of establishment...
we should attempt to make practical use of this knowledge.“:‘H

Manning's comment points to a more general problem in forest admini-
stration after the formation of the Forest Branch. The expertise and technical
knowledge of its foresters tended to run far ahead of the willingness or ability
of the government to apply these qualities to the actual day-to-day administra-
tion of the forests. A system of timber perpetuation was never imposed upon
either pre-1912 timber licences or timber sale contracts. Despite the concern
of individual foresters, the working out of a sustained yield system was still
considered largely a theoretical endeavour for possible future application.
Lands Minister Pattullo, though he had "the intelligence and the interest” when
it came to forestry matters, was, according to one of his district foresters,
as much "a victim of financial expediency" as anyone else in his position.
Appreciating as he did the need for more money to be spent on forestry,

Pattullo made it clear to the Premier that it was impossible in British Columbia

to follow the example of Ontario's government which intended, in 1921, to
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devote all timber revenue to the perpetuation of the lumber industry.33 Effi-
cient slash disposal and artificial planting would cost, according to the Minister,
over $3 million a year. In Europe, where Pattullo had investigated more ad-
vanced forestry systems personally, such charges were offset by receipts
from thinning out small material for which, in North America, there was no
market.3u The Minister deplored the current wasteful and destructive logging
methods, but justified them in terms of economic constraints on operators in
competition with American lumbermen.35 Regulation of logging would require
international cooperation, and any general Pacific coast effort was dependent
on a level of economic development that lay far in the future.36

The important silvicultural work that was accomplished during this
period was the special, and largely theoretical preserve of government foresters,
conducted far from the scene of present operations. It was designed largely
to ensure that the next wave of timber allocation was carried out in a more
scientific and controlled manner than the previous one. Once timberholders
had depleted their existing holdings under the current system of "cut and
run,” the forest industry would start to become more dependent on Crown
reserves.37 It was thus necessary to put these reserves, particularly the
timber on important provincial watersheds, on some form of managed forestry
programme. In 1922 and 1923, five reserves totalling 1.5 million acres were
established in the Okanagan to protect timberland vital for irrigation pur-
poses.38 In 1924 and 1925, more reserves were proclaimed on the coast and
in the interior, covering 2.5 million acres.39 One of these was the Aleza Lake
forest station where experimental sustained yield forestry was practised by
government foresters in anticipation of extensive industrial development tak-
ing place in the spruce forests of the Upper Fraser River and throughout

central British Columbia.uo By 1927, sixteen provincial forests had been

established, totalling over 5.8 million acres, in almost every timbered section
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of the province south of 55° north latitude. The goal of the Forest Branch
was to reserve one million acres per year to a total of 25 million acres by
1950. %1

Under pressure from the industry members on the Forest Protection
Committee to reinvest more forest capital on the protection and perpetuation
of the resource, the government, in 1925, finally established a forest reserve
account equal to three percent of annual receipts from royalty and stumpage
fees. This fund was to be used for surveys, timber classification, growth
studies and forest protection improvements on Crown timber reserves.llz At
the same time, regulations were introduced providing the Minister with power
to establish the maximum allowable cut in all provincial forest reserves in line
with annual increment. All timber sales in these areas were to be made accord-
ing to prescribed utilization standards, logging methods and forest protection
practices conducive to natural reproduction.u3 In the spring of 1928, the
first tentative application of the sustained yield principle to the private logging
sector took place, with a timber sale to Penticton Sawmills Ltd., in the Little
White Mountain Forest Reserve. Surveys had revealed that a maximum cut of
three million feet could be sustained without depreciating the stand. The sale
was for 50 million feet to be cut over a 25-year period at two million feet
annually. Provision was made for careful fire protection and reforestation
measures, both of particular significance on this important Okanagan water-
shed.l“l

Despite these enlightened efforts toward ensuring a perpetual timber
supply for future industrial development, increasing public and political
attacks over the related issues of forest fire protection, log exports, excessive
timber allocation and forest depletion, forced the government, in 1928, to con-
duct a special investigation of the province's timber resources through its

standing committee on forestry. At the same time, the Forest Branch began

its first comprehensive timber survey of the entire province which, when
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finished, was supposed to allow the government to take steps toward limiting
the total yearly provincial cut to an amount equal to annual reproduction.lls

46 eventually formed

This survey, completed in 1935 and published in 1937,
the foundation upon which a sustained yield system was instituted in the late
1940's,

But from the point of view of the 1920's, such extensive changes in
forest policy were far in the future. As the Liberals moved falteringly toward
timber allocation based on sustaining the timber supply of existing operators,
as well as providing for the legitimate needs of new entrants to the industry,
very little was actually done in the way of imposing a sustained yield policy
upon timberland previously, or currently, being alienated. The most remark-
able example of this one-sided forest policy was the allocation of timber to the
pulp and paper industry.

The early allocation of pulp timber, as in the case of saw timber, was
accompanied by very IitrtAIe regq_!ia“t—igrl_gf_;;onL[ol. Under the 1901 Land Act
amendment, pulp leases were made available at an annual rent of two cents
per acre, renewable for 21-year periods. Royalty was to be charged at 25
cents per cord, or 35 cents per thousand feet. The appurtenant mill had to
be constructed within a time specified by the Chief Commissioner of Lands and
Works. When completed, it was to produce daily, for six months per year,
either one ton of pulp or one-half ton of paper per square m,ile.u7 However,
neither of these last provisions was enforced. After the new McBride govern-
ment repealed the pulp amendment in 1903, the pulp and paper industry was
characterized by recurring financial difficulties necessitating continual exten-
sions for both construction and operation of required mills.

Ultimately, four leases covering 354,000 acres, were allotted from among

y

the timber reserved under the amendment. 8 But many of the early promotions

were clearly speculative.ug It took anywhere from 8 to 15 years, depending
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on the particular lease, before mills actually began producing. At the same
time, the government had no real idea of the timber supply needs of the
industry. Neither did Lands and Works officials have independent data on
timber species and quantities contained in the leases. "in effect, they had to
rely on the information and judgement of the compamrli_ggwj,r_l@lyed. Being in
such a position left both the government and the pulp firms open to attacks
like the one launched by J. S. Emerson, president of the BCLA, against the
Western Canada Pulp and Paper Company. Emerson, operating a thriving log
export business through a loophole in the Lands Act, happened to have
several hundred handloggers working under contract on the same timberland
included in the company's pulp lease.50 But Emerson's self-interest aside,
the BCLA had a legitimate concern that a significant proportion of the timber
allotted was more suitable for shingle or lumber manufacture than for pulp.
Upon receiving the loggers' request for an investigation of the lease,
Chief Commissioner of Lands and Works, R. F. Green, replied only that he was
certain that the firm in question had been organized chiefly for the manufac-
ture of pulp and paper. Timber areas reserved "were carefully selected on
account of their supply of spruce" on the basis of cruises carried out at
great expense to the applicants. It was obvious, Green continued, that no-
where in the province could areas of timber be located containing only pulpwood.
The 1901 law accounted for this condition by providing that all timber cut under
pulp leases and used as saw timber, would be subject to saw timber licence

charges. S1

While Green was technically correct, his defence had little practical
meaning. Not for years afterward was the government's forestry bureaucracy
efficient enough to enforce charges according to use. Nor was it beyond

question that use, rather than the intrinsic value of timber, was the most
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suitable method of assessing fees. And, lastly, the 1901 provisions provided
no direction as to the most efficient and beneficial utilization of timber that
was suitable both for pulp and paper, and saw products.

In short, previous to .191-2,h;an effective pulp timber policy was virtually
non-existent, the ma:r”;:c‘;—r;;;rn ofﬂthe government being rapid development of
a large-scale pulp and paper industry with as little administrative interference
as' possible. That was, indeed, the conclusion of the Fulton Commission, whose
report expressed great alarm at the emphasis in the prospectuses of some of
the proposed pulp companies on the greater profitability of their sawmill opera-
tions.52 In their final report, the Commissioners made no specific recommenda-
tions for further allocation of pulp timber, but neither did they advise against
it.

In drafting the subsequent Forest Act, the government seemed to take
heed of the Commission's strong condemnation of previous pulp timber policy.
In the case of any future sales of Crown pulpwood, a $50,000 bond was to be
posted, guaranteeing completion of a mill valued at not less than $350, 000,
within three years of the sale. Timber allocated to any mill was not to exceed
a 30-year supply, and was to be cut according to specific silvicultural require-
ments contained in each contract. Rentals and royalties remained the same as
those on old pulp leases. But, apparently, quality of timber rather than use
was to govern whether saw or pulp rates were charged.53 This issue was
confused, however, by a provision in the royalty section of the Forest Act
stipulating that all timber suitable for manufacture of pulp would bear the
lower rate.su Charges on timber that could be used for either lumber or pulp
thus remained ambiguous.

Pulpwood administration during the final four years of Conservative
rule was characterized by a laxity similar to that which marked saw timber

sale policy during that period. For example, when the 1914 Timber Royalty
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Act was passed, holders of old pulp leases were given the opportunity to
renew their leases for an additional 30 years at fixed royalty and rental
rates.55 Thus, hundreds of thousands of acres of timber, obtained at no
initial stumpage cost, were to be held at an insignificantly low fixed annual
rate for 30 years without any chance of the government obtaining a portion
of stumpage increment.

But despite such generous incentives, only one of the four original pulp
leases, that at Powell Lake, actually spawned a successfully operating company
before the Tories left office. A joint American-British venture at Ocean Falls
went into receivership during the crash of 1913, to be resurrected only in
1917 as Pacific Mills, a Canadian subsidiary of Crown Willamette. The other
two leases, at Swanson Bay and Quatsino Sound, passed through various hands
before becoming part of the Whalen brothers' short-lived British Columbia phlp
and paper empire in 1917. Also included in their 1917 takeover was the British
Columbia Sulphite Fibre Company at Mill Creek (Woodfibre), established on
Howe Sound in 1912.56

The latter company, without access to any old pulp lease timber, had
been the first to take advantage of the pulp sale provisions of the Forest Act.
The eight pulp sales it applied for in 1912 and 1913, though drawn up by the
Conservatives, were not completed until after the war and the Whalen takeover.
They covered 14,134 acres, and all but one were for 30 years. Stumpage
price was fixed for the first 10 years, but was to be revised every five years
thereafter in accordance with changes in the timber royalty schedule.57 While
these terms were an improvement, from the government's standpoint, over
those in previous leases, prices assessed were considerably below market

58

value. And, moreover, royalty was to be charged according to use, not

value.59
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Upon taking office in 1916, the Liberals made a careful re-assessment
of existing pulp policy. Pattullo decided that, as in the case of timber sales,
British Columbia need not force pulp timber on the market by preparing limits
for sale in advance of application. According to the Minister, the early pulp-
wood concessions had "led more directly to promotion activities than to indus-
trial development." It would take, believed Pattullo, "solid commercial reasons"
rather than "the further sacrifice of Crown interests in pulp timber" to develop
a full-scale pulp and paper industry in the province.60

Chief Forester Grainger briefed the new Minister on the conflicting
clauses in the Forest Act concerning royalty on timber suitable for both saw
and pulp purposes. The Forest Branch had given serious consideration to
this matter after the sales to British Columbia Sulphite, and had reached the
conclusion that there was no legislative authority exempting material suitable
for lumber from ordinary royalty charges simply because it was also suitable
for pulp. But, in order to clarify the point, Grainger recommended the new
government pass an amendment establishing royalty according to value rather
than use. Several pulp concerns had argued that lower rates were warranted,
particularly in the north, where companies like Pacific Mills, at Ocean Falls,
were using timber that had no present value as sawmill material and would
not have until the area had been further developed. Nevertheless, Grainger
advised that northern timber was an important part of a public asset upon
which provincial revenue would always depend, and should, therefore, not
be "forced upon the market prematurely or too cheap (sic)." Like Pattullo,
he believed that genuine pulp development depended more on "powerful com-
mercial reasons" than on stumpage concessions.

Thus, judging from the attitudes of the new Lands Minister and his
Chief Forester, it appeared that the change in provincial administrations

would bring about a tightening up of timber allocation policy as it pertained
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to the development of the pulp and paper industry. However, a significant
departure from previous departmental practices did not, in fact, materialize.

Shortly after establishing a policy that timber would not be prepared
for sale in advance of demand, Pattullo succumbed to protests from various
lumbermen and promoters that under a competitive bidding system it was un-
fair for the original applicant to have to bear the initial survey and cruising
costs. Such added risk only discouraged investment.62 Pattullo, who himself
was not terribly enamoured of the competitive system,63 saw the point and,
soon after, in April 1918, put through an amendment providing for the reim-
bursement of all such expenses in the event that the original applicant sub-
sequently lost in the bidding.Gll

The following year, a further amendment was passed providing for the
exchange, by any pulp company whose existing holdings fell short of a 30-
year supply, of a special timber licence for a pulp licence, should the Depart-
ment deem the timber therein to be more valuable for pulp than for lumber.65
Thus, a number of pulp firms that had been holding cheaper pulp lease timber
for future use while operating from regular timber licences, could now con-
tinue to do so at reduced cost. Providing the Lands Department was able to
assess royalties according to timber value rather than use, this measure
appeared fair, both to the government and to the companies. As it turned out,
under subsequent royalty legislation and lax supervision discussed below,
conversion of licences really only bonused the pulp companies at the expense
of the pubilic.

These concessions were only minor, however, compared to those which
followed over the succeeding eight years. Despite the intention of the govern-
ment to restrict allocation, maintain a competitive system, and assure a fair
return to the treasury, the economic and political importance of attracting

large amounts of capital into northern pulp development quickly undermined
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the best efforts of the Forest Branch.

In 1914, with the mill at Ocean Falls in receivership, Minister of Lands
W. R. Ross, had agreed to allocate additional lumber in order to induce Crown
Willamette, of San Francisco, to take over and expand the existing operation.
Timber sufficient to bring the expanded mill's reserves up to a 30-year supply
was to be granted at prevailing royalty and stumpage rates.66 The only pre-
vious sales of pulp timber, to British Columbia Sulphite and Fibre Company,
had been at stumpage prices ranging from 50¢ to $1.00 per thousand for spruce,
and 10¢ to 50¢ for hemlock.67 In his letter of agreement to Ocean Falls' re-
ceiver, A. B. Martin, Ross failed to stipulate exact prices, though he later
contended, in a personal letter to Martin in 1919, that the government had
understood stumpage would be on terms as favourable as those granted to Bri-
tish Columbia Sulphite. But by 1919, his memory perhaps a little clouded,
Ross somewhat downgraded these prices to a flat 10¢ and 15¢ per thousand for
hemlock and spruce.68 Pacific Mills was by that time negotiating with the
Liberal government for fulfillment of the 1914 agreement. The company con-
tended that, as it had doubled mill capacity, it was entitled to an additional
two billion feet of timber over and above that contained in its original pulp
lease. Moreover, it now claimed, using Ross's 1919 letter as evidence, that
in negotiations with the previous administration, only the Whalen sales,
appraised at 10¢ per thousand, were mentioned, and upon that figure the
new financial backers had become involved.69

Unfortunately, Pacific Mills' demands went directly against the under-
lying principles of timber allocation policy established in 1912. The Forest
Act required separate appraisal of individual sales, public advertising and
formal tender procedures, and it limited total pulpwood holdings to a 30-year
supply. Pacific Mills, on the other hand, wanted, without competitive bidding,

and at a blanket sumpage price, a straight allocation of timber that would
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have put its total holdings far above the 30-year maximum. Since such con-
cessions required an alteration of existing statutes, the Liberals, though
clearly hamstrung by the previous government's actions, were reluctant to
act.

At the same time, pressure was also coming from the Whalen Pulp and
Paper Company for additional timber on Moresby Island. Prince Rupert
District Forester, E. C. Manning, estimated that the company had more than
sufficient timber for its present operations and was "simply following a policy
of trying to grab up all the vacant crown timber easily accessible to the
water," being under "the illusion that priority of application gives them some
claim to the timber." Manning advised the Chief Forester, in May 1920, that
with two other prominent companies showing interest in the same timber,
the Whalens were attempting to get as much as possible that summer so as to
avoid competition the following year.70

It was quite clear, then, to the Lands Minister, that the pulp companies
were chafing under the confines of existing legislation. Yet the government,
as Caverhill pointed out, was still clearly committed, in its position as public
trustee, to dispose of public assets in such a way as to realize maximum bene-
fits to the Crown. At the same time, according to the new Chief Forester,
the government was also responsible for the perpetuation and stabilization of
the industry. But these goals were apparently not contradictory. Permanent
industrial development would be achieved "not by forcing stumpage on the
market at speculative prices," but by holding timber until private stumpage

was being depleted or becoming excessive in price. At that point, reserves

could be distributed, he advised the Minister, in order "to assist failing
industries." Thus, to encourage and sustain industrial growth, Caverhill saw

the need for a regulated system of pulpwood allocation, particularly in the
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isolated and underdeveloped north coast, where timber species were most suit-
able for pulp production.71

Responding to the current active demand, as well as to the commitments
made to Pacific Mills by the Conservatives, the Liberals, in March 1921, passed
legislation instituting a pulp district system. This amendment gave the
Minister power to declare any area a pulp district in order to "secure the estab-
lishment or the continuance in operation of a mill for the manufacture of wood-
pulp or paper, and ... thereby aid in the development of any area of lands
in the Province and in the conservation and perpetuation of the timber there-
on... ." Timber within any such district, tributary to an established pulp
mill or pulp licence, and forming part of the existing logging unit, could be
reserved for that operation's use and was to be sold as required at current
stumpage rates. But, within any such reservation, provision was to be made,
also, for the needs of established local industries dependent on Crown timber.72

Under this legislation, then, Pulp District Number One was established,
appurtenant to Pacific Mills, from which sales were to be made at 25¢ per
thousand, up to a total of one billion feet, in order to ensure a continuous
30-year supply of raw material.73 This action was somewhat of a compromise
both ways. The company got only half the timber it wanted at more than
twice the price. Yet the rate of 25¢ was substantially below even the present
prices for hemlock, balsam and spruce, which averaged $1.08, 98¢ and $1.60
respectively in 1921.7ll

This first district operation was a rather special case, the original
negotiations having been initiated by the previous government. The ultimate
success of the pulp district legislation which seemed on the surface to be fair
and reasonable, would depend greatly, however, upon the future working

out, between the companies and the Minister, of just such details concerning

stumpage and royalty. Moreover, there were no statutory provisions specifying
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what silvicultural responsibilities were to be borne by the licencees in return
for the privilege of guaranteed access to a sustained timber supply. Caverhill
had recommended that all pulp licences contain requirements for conservative
cutting and close utilization in order to leave the land in good condition for
a future crop.75 But the Forest Branch was woefully lax in its enforcement
of such regulations, and the Minister, as noted above, was overly sympathetic
to economic exigencies working against proper forestry. While, in the long
run, the pulp district legislation would perhaps serve as the basis for a
sophisticated sustained yield system in British Columbia, in the immediate
future, its main effect was to give the Minister unmitigated authority to bonus
the development of the pulp and paper industry in whatever way he saw fit.

At the same time that the pulp district policy was being devised,
Pattullo had entered into negotiations with an eastern Canadian group of pulp
and cement interests, operating under the name of the Fraser River Syndicate,
who were attempting to launch a large-scale pulp and paper enterprise near
Prince George. The Syndicate maintained that, to obtain financing, all timber
allocated to it would have to be classified as pulpwood for royalty purposes.
Only logs put through its auxilliary sawmill should pay normal royalties. In
addition, it demanded that stumpage and royalty be fixed for 30 year's.76

In answer to the Syndicate's contention that British Columbia spruce
was not suitable for sawn lumber, Caverhill provided Pattullo with evidence
from various foresters and operating lumbermen testifying to the superiority
of mountain spruce over the eastern Canadian variety.77 These opinions made
little impact on the Minister, however, particularly against the weight of his
Deputy Minister's strong plea for development. Naden called into question
Caverhill's assertion that 68 percent of spruce in the area was sawmill material,
believing the figure closer to 50 percent. Citing a number of recent mill

failures as evidence that current Prince George stumpage prices were highly
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unrealistic, he called for "a new stocktaking" to determine the viability of a
straight sawmill business in the northern interior. The Syndicate had based
its demands on the assumption that sawmilling alone was not a profitable
venture there. Naden tended to agree. But to grant the Syndicate's demands,
Naden noted, would be to admit that every timber licence holder and sawmill
operator in the area had made a bad investment. Should that become the
general belief, according to Naden, the Fraser River Syndicate would then be
able to purchase most alienated timber at its own price. "It may as well be
granted," he conceded to the Minister, "that, if the Syndicate erect their mill
at Prince George, they will have a monopoly, as far as the Upper Fraser is
concerned." But that prospect did not seem to disturb the Deputy Minister,
who could think only of the advantage to the province, and the Prince George
district in particular, in getting "such influential men into such a project of
large capital expenditure.":

It would mean everything to the people living in Prince George,

and to the pre-emptors and ranchers on either side of the

Upper Fraser River. You know all this as well as I, and will

appreciate the necessity of the Government doing everything

in their (sic) power to try and get an industry of such magni-

tude established.’8

Pattullo did indeed appreciate the significance of the proposed project
and was prepared to do all he reasonably could to promote it. Despite his
disgruntlement at the Syndicate's rude impatience with the Department's bureau-
cratic procedures, Pattullo, nevertheless, in November 1921, agreed to fix for
30 years the stumpage price established by the Forest Branch.79 He did
this, even though the price had been set artificially low for the start-up
period, under the assumption that it would be increased once the mill was
functioning.80

Since, under the pulp district amendment, stumpage price was to be

set at the discretion of the Minister, a 30-year fixed rate required no
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amendment. Fixing royalties for 30 years, however, as the Company
wanted, would have meant a messy political battle and would have seriously
affected the government's ability to defend the 1914 royalty schedule then under

81 But the basis

heated attack from all other sectors of the forest industry.
upon which royalties were to be assessed on pulp licences still had not been
clarified in law, despite Grainger's recommendation to the Minister in 1917
that timber quality, not use, should be the determining factor.82 Now, in
order to attract much needed development to the Prince George area and the
proposed route of the faltering Pacific Great Eastern Railway, Pattullo agreed
to charge the Syndicate on the basis of use. In order to put the issue beyond
dispute, the Minister introduced an amendment, in the second session of 1921,
which defined pulpwood as any timber so designated by the government upon
evidence that it was below the standard of utilization for sawmilling purposes
in the district from which it was cut.83

According to the Forest Branch, most Prince George spruce, strictly
speaking, was of sawmill calibre. But it was clearly Pattullo's intention, as
he explained to the Syndicate, for this amendment to ensure that only timber
put through the company's sawmill would pay saw timber rates.84 Thus, as in
1905 with the Western Canada Pulp and Paper Company, it was up to the com-
pany rather than the government to determine standards of utilization.

However, not only did Pattullo use his power to create operating condi-
tions satisfactory to the Syndicate. He also used the general authority of his
pulp district legislation to hold in reserve a huge amount of timber covering
,much of the area around Prince George, while the Syndicate procrastinated.
Although, according to Caverhill's estimate, the royalty reduction would save
the company at least $11,000 annually in operating costs,85 the pulp men held
out for a fixed royalty charge.86 Pattullo remained firm, however, conceding

only the possibility of a sliding royalty scale tied to stumpage value.87 As the
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negotiations dragged on into 1923, it became apparent that, as Grainger and
Pattullo had both predicted much earlier, the development of a pulp and paper
industry in British Columbia depended much less on government concessions
than on financing and general commercial conditions. Pattullo tried to goad
the Syndicate into action. "lIn case an agreement were arrived at with you,"
he informed one of the principals, "it had not been intended to advertise
longer than the statutory allowance, which would mean no competition."
But now, with negotiations stalled, the Minister threatened to advertise the
pulp sale extensively throughout the United States and Great Britain.88

It was not long before the Prince George Lumber Manufacturers' Associ-
ation sent a resolution to the Minister demanding that the government, in light
of the breakdown of negotiations with the Fraser River Syndicate, set aside
adequate reserves of commercially accessible timber for the lumber plants
established in the region, and survey the balance for the development of pulp
and paper operations.89 In particular, the United Grain Growers' mill at
Hutton was anxious to undertake certain extensions which were being held up
pending the resolution of the pulp sale.90

But, despite the expressed local demand for access to new sources of
saw timber, Pattullo kept the pulp reserve bottled up until 1928. The Syndi-
cate continued to invent new areas of disagreement with government regulations
in order to conceal the essentially insubstantial nature of its financing,91 and
the Minister continued to threaten to open the sale to general competition.
But though the government was prepared to bend over backward to meet the
demands of the pulp syndicate, in the process inhibiting the growth of local
industry in the region, Naden and Pattullo's dream of a Prince George pulp
and paper empire failed to materialize before the Liberals fell from power in
1928. Similarly, in other areas of the province, the pulp industry was almost

as slow to expand despite the full cooperation of the Lands Department in the



179

allocation of new timber supplies.

Pacific Mills having been the original catalyst for the institution of a
pulp district system in 1921, made, over the succeeding six years, very few
applications for timber within its reserve, apart from the conversion of

18 special timber licences to pulp Iicences.93 In the meantime, while
the company postponed selection, it held a virtual monopoly over a vast area
of Crown timber for which it paid nothing at all. Yet, in 1922, it had actually
acquired 90 square miles of additional timber in a private deal on Graham

Island.gu

By 1927, though, Pacific Mills reached the conclusion that it could
not obtain the agreed upon one billion feet within Pulp District Number One,
and so made representation to the Department for a large tract nearby, where
an additional 300 million feet was available. This new unit, however, was tri-
butary to the currently idle pulp mill at Swanson Bay, by then under the
ownership of British Columbia Pulp and Paper Company.95 That new Canadian
company had reorganized all three Whalen mills in 1926. Though it was, at
the time, operating only two of the mills, the Swanson Bay plant, which in
fact was within 100 miles of Ocean Falls, was still a viable proposition provided
it had a sufficient timber supply.96 In addition, there was the possibility of
a new pulp and paper development at Kitimat, which would also be dependent
upon timber supplies within the same area. Nevertheless, when Pacific Mills
persisted in its claim for additional timber, Pattullo finally agreed to create
Pulp District Number Two, providing the company with 300 million feet. But
this action was taken on the understanding that no more timber would be
sought outside of the two districts, and that the company would immediately
proceed to take up all the remaining desired timber in Pulp District Number
One.97

However, Pacific Mills was evidently committed to a policy of quickly

amassing as much timber as possible without regard to Departmental conditions,
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in order to avoid future competition and higher prices. By 1929, Forest Branch
estimates put its total inventory, including 500 million feet still unappropriated
in District One, at 3.2 billion feet, equal to a 40 to 45-year supply. Over
one-third of this reserve, or 1.2 billion feet, was still in the form of old pulp
leases which had been held by the company for over = 25 years. Yet,
in that same year, the company, having decided that much of the timber in
District Two was commercially inaccessible, began negotiations with the new
Conservative Lands Minister, in direct violation of the agreement made with
the previous administration, for an additional 100 million feet scattered widely
outside the two pulp districts.98

Quite clearly, each one of Pattullo's concessions, apparently intended
to provide Pacific Mills with the stability it supposedly required to continue,
and perhaps expand its operation further, had only encouraged the company
to seek more and more timber, regardless of its actual needs. The existence

of a fairly sophisticated forestry bureaucracy under the leadership of a

government that had assumed power in 1916 with the intention of preventing

99 had done very

any further sacrifice of the Crown's interest in pulp timber,
little to alter the pattern of pulp timber holding established at the turn of the
century. In the early 1920's, Pattullo had become intent on using the assur-
ance of a guaranteed supply of pulpwood on reasonable terms to attract new
industrial development. But, in fact, the Liberal government presided over
an increased allocation of timber with very little new industrial capacity to
accompany it. Although the Whalen interests were very busy throughout the
early 'twenties acquiring timber through regular timber sales, 100 their opera-
tions all failed in 1923 and 1924.101 The only new development at Ocean Falls,
after the Liberals attained power, was the construction, in 1927, of a small

converting plant for the manufacture of wrapping paper and similar products.102



181

Actual pulp and paper production grew only minimally until 1926, when Powell
River undertook a major expansion of capacity based upon an agreement with
Pattullo for increased timber supplies.103 That was the only successful in-
stance of industrial development in the pulp and paper sector based directly
upon timber allocation initiated by the Liberals. Unfortunately, it occurred
in the midst of a general controversy over the government's "mismanagement"
of the timber resource and, because of the way it was handled, resulted only
in more criticism rather than plaudits.

The Powell River expansion, adding 200 tons to daily plant capacity,
apparently did not warrant the creation of a separate pulp district. Indeed,
such a coherent area of timber probably did not exist contiguous to the mill.
At the outset of negotiations, in fact, Pattullo informed mill manager Norman
Lang that, with 200 of 230 billion feet of standing timber on the coast already
alienated, he was not too anxious to allocate further large blocks. Neverthe-
less, at the same time, Pattullo was trying to hold the price at which Powell
River sold newsprint to local newspapers to the level of eastern Canadian
prices. Lang was thus able to use newsprint price as leverage to acquire
more timber. In addition, he threatened to shelve expansion plans if no addi-
tional timber was allotted. Pattullo, therefore, agreed to allow the company to
locate whatever suitable timber it could on the Queen Charlotte Islands, for
which it could then apply through the normal timber sale procedure.mll

The government naturally intended the sale to go to Powell River and,
so, upon application from the company, kept advertising to the legal minimum.
Opposition members of the legislature immediately jumped on Pattullo demand-
ing to know how, if Powell River spent the entire summer cruising the sale,
anyone else could examine such inaccessible tracts in the dead of winter with-

05

in the 60 days allowed for the tendering of bids.1 In addition, it was charged

that the stumpage price was improperly Iow.106
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Pattullo, in reply, claimed that the sale had been advertised according
to statutory provisions, while stumpage price was commensurate with high
logging and transportation costs characteristic of such an inaccessible site.

But these points were incidental to the crux of Pattullo's defence of this trans-
action, and of the government's overall pulp timber sale policy. Since coming
to office, the Minister proudly boasted that his administration had succeeded
in making timber allocation procedures more flexible and less risky in order to
promote investment. "l believe," he plainly admitted in a public statement,
"that the competitive feature has retarded the development of the industry

in the Province." In the more highly industrialized eastern provinces, the
competitive principle was, perhaps, no deterrent. British Columbia, at a more
rudimentary level, according to Pattullo, could not afford such rigid adherence
to it. Moreover, in the present case, the Minister was certain that no company
could possibly have started a new pulp operation based on the area in question.
Yet, the public interest was amply protected, he asserted, through assessment
of stumpage price, royalty, taxes and rental fees, not to mention wages and
other economic benefits. 107

Pattullo's argument against a purely competitive system would have
been more credible had the public interest in the value of timber been protected
as ably as the Minister claimed. In reality, stumpage prices on pulp sales were
tremendously undervalued to promote development. At the same time, royalties
on pulp timber had remained unchanged since 1912, while saw timber royalty
had increased three times since then. Yet, as Caverhill maintained, the pulp
mills were using "virtually the same class of material" as were the sawmills.108
However, only in 1927 was pulpwood royalty raised to 40¢ a cord, or 57¢ per
thousand feet, on timber cut from all Crown land, excluding that covered by

09

the original 1901 Ieases.1 Royalty on these had been frozen in 1914 for

30 years. If the Chief Forester's assessment was correct, though, this
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new rate continued to undervalue pulpwood. Furthermore, in 1926 the Forest
Branch was still in the process of trying to collect overdue royalties on saw

110 And, according to Caverhill, though saw

timber cut from pulp limits.
timber had been cut continually on pulp leases and licences held by Powell River,
Whalen Pulp and Paper, and Pacific Mills between 1914 and 1927, none of these
companies had ever applied for a special timber licence to cover sawmill opera-

tions. 111

It is apparent that part of the development strategy of the Liberal
government, as it had been for the Tories, was not only guaranteed access to
almost unlimited amounts of timber without fear of competition but, also, on
terms that were unnecessarily conducive to the investment of capital. These
terms, of course, excluded stringent enforcement of silvicultural practices.
Although the government was apparently concerned to keep the pulp and paper
industry perpetually supplied with raw material, it was not prepared to impose
conditions on the holding of pulp timber that would, in any way, be a dis-
couragement to development, and might, perhaps, compensate for the almost
reckless manner in which it was allocated. There had been much progress
since 1912 toward building up an effective forestry bureaucracy and establish-
ing administrative procedures to protect the most important public asset in
the province. But, by 1928, the government had still not moved significantly
away from the liquidation forestry that had characterized a provincial timber
policy dictated by the imperatives of rapid economic development since the
turn of the century.

From 1912 onward, the allocation of Crown timber had been based upon
a few fundamental principles. All unalienated Crown land best suited for the
growth of timber was to remain in the possession of the Crown. The public
was to be assured of a fair share of the value of any timber sold for private

use. Speculative holding, which had characterized the previous decade, was
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no longer to be encouraged. And as much as possible, government sales were
to be used to prevent a monopolization of timber supplies by a few large com-
panies. In fact, only the first of these four principles actually remained in-
tact by the end of the Liberal reign in 1928.

J‘) Crown ownership of productive timberland had been an integral part
of pfovincial policy since 1896. It was unthinkable for any government to re-
commence selling off this most important public asset. But the value of ad-
herence to this fundamental principle really lay in how scrupulously the other
important policy components were followed. That value, as we have already
seen in previous chapters, was seriously eroded by failure of the government
to apply its administrative authority to maximum benefit in the areas of forest
protection, royalty assessment and log exports. And it was further under-
mined by the laxness with which timber allocation policy was implemented.

Neither in saw timber nor pulp timber sales was the publrigm_sﬂha.re in‘t>he
present and future value of Crown forests properly protected through accurate
appraisal and assessment of stumpage prices. It was further neglected
through a gradual process of compromise with the principle of allocating saw
timber sales for immediate opéra’;i’on only. And, in the case of}:ulyprsales,
where there was an obvious argument for allocation of timber on a more perma-
nent basis, the public interest was again abused through the willingness of
the government to allow large pulp companies to engross excessive amounts
of timber to avoid future competition and higher prices. Had the government
been more diligent in its assessment of stumpage prices and royalties, the
erosion of the competitive system would, perhaps, have been more justifiable.
But, clearly, there was little attempt made to recover the true value of
timber allocated under pulp licence.

Iin many cases, particularly in the awarding of fractional timber sale

areas to the nearest operating company, competition was considered an
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unnecessary and costly formality. But, again, the readiness of district
foresters to alter stumpage prices in accordance with the economic condition
of individual operators meant that there was no safeguard at all to ensure that
timber was allocated at it§ true value. And the increasing willingness of the
Férest Branch to allow operators to hold timber under sale contracts until it
suited them to cut, while it might have enabled certain marginal companies to
stay afloat a little longer, also had the effect of undermining the important
principle of allocation for immediate use. Once timber sale limits became trans-
ferrable, there appeared to be very little difference between the old special
timber licence and the new timber sale licences. Indeed, the unfortunate logic
of the situation seemed to dictate sale of Crown timber in large blocks to well-
capitalized operators who could both pay a fair price, and afford to continue
operating during downturns in the market.

During the period under study, large operators were certainly not
favoured in the allocation of timber to the complete exclusion of smaller concerns.
But there was certainly a tendency to protect the timber supply interests of the
dominant firms in any given area, particularly in the pulp sector of the industry.
The needs of smaller operators were still being met, especially those in the
north who built up a thriving business during the 1920's cutting railroad ties.
But, by 1925, it had become evident that the allocation of timber from Crown
reserves had by no means served to offset the concentration of timberholdings
in a few hands. According to Timber Industries Council estimates, by that
date, 66 logging operators produced 88 percent of the total cut, while the re-
maining 12 percent of the cut was logged by 890 other concerns.”2 The
total number of logging companies in operation indicates that access'to either
private or Crown timber was still relatively easy. This fact, nevertheless,

had little effect on the pattern of consolidation which had emerged from the

original staking spree of 1906-07.
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Some foresters of the time had, however, come to see consolidation of
timberholdings as the only way that enlightened silvicultural policy could ever
be implemented. Thus, the concentration of the logging industry into fewer
hands might have been justifiable had anything close to a sustained yield sys-
tem been implemented with it. Certainly, various elements of a sustained yield
system were present in the timber sale system itself, the pulp district policy
and the various forest reserves and experimental stations established by
the Forest Branch. But a general and persisting ignorance of the actual status
of remaining timber supplies, combined with an overall laissez-faire policy of
liquidation forestry intended to impede as little as possible the economic suc-
cess of the existing industry, prevented the integration of these elements into
a sophisticated system of forest management during the 1920's.

Clearly, then, by the end of the period under study, while the prin-
ciple of Crown ownership of timber was firmly entrenched in the statutes of
British Columbia, it was bereft of any real significance by the failure of the
government or its forestry bureaucracy to implement rigorously and in a co-
herent manner the important subsidiary principles which might have given
it meaning and substance. It was the sincere belief of the Lands Minister that
the day would eventually come when a more sophisticated and scientific admini-
stration of Crown forests would be possible. But, according to Pattullo, that

could only happen in its proper sequence. The first priority was industrial

development. There was no point in enforcing policies which might only kill

R inin

the very industry they were intended to régul'até:
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Chapter 7

CONCLUSION

With the Royal Commission of 1909-10, the passage of the Forest Act

and creation of the Forest Branch in 1912, a new era was supposed to have

dawned_in British Columbia. The "epoch of reckless devastation" of the
province's forests had ended, according to W. R. Ross. A scientific and
farsighted timber administration was predicted under legislation that the
Minister believed was "not only for ourselves and for the needs of this
day and this generation, but also, and no less, for our children's children,
and for all posterity--that we may hand down to them their vast heritage of
forest wealth, unexhausted and unimpaired. ul

In less than one generation the pattern of relations that developed
between government and the forest industry seriously undermined Ross's
noble vision. Ultimately, despite the rhetoric of 1910 and 1912, large-scale
capitalist development of the forests was notcompatlble with conservationist

goals and scientific resource management. The provincial state, as propri-
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etor of the forest resource, deferred to the immediate needs of the W
class in most areas of policy and admlmstratLon. That is not to say that
other alternatives were not present. There were quite definite areas of con-

tention and conflict between lumbermen and forestry officials under both

Conservative and Liberal regimes. However, the political and economlc sig-

e

nificance of the forest industry in British Columbia during these early years

clearly circumscribed the degree of governmental autonomy J’In the end,
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Crown ownershlp falled to protect the people s present and future interest
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in the resource, as can be seen from a brief recapltulatlon of the condition of
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forest policy and administration in each of the areas considered above.

The 1914 Royalty Act was devised by the most advanced forestry ex-
perts of the day and, on the surface appeared to recapture for the govern-
ment some of the unearned increment that had previously been relinquished.
Only Eﬂgfgcedentgd V\{iﬁﬂgwmilatlon obscured the vacuity of a Conservative
policy that provided the long-term fixed charges required by the forest
capitalists, without really ensuring an equitable return to the Crown.

The subsequent revenue sharing formula worked out with the Liberals
in 1923-24 indicated the extent to which the lumbermen were successful in
generalizing their version of the so-called "timber partnership." 'I;P]g__!‘n—
terests of the people of Brltlsh Columbla according to this scenario, would
be served most favourably through policies that entailed the least regulatory
and fiscal burden for the forest companies. The forest bureaucracy did
prevent a total capitulation to the demands of the lumbermen. But in the
final outcome, the provincial state, under a pragmatic, as well as politically

and financially weakened Liberal administration, was unable to impose far-
- s \\——_—-—’“

reachlng prmuples of tlmber management on an mdustry of such clear

s ooy oA

economic s:gmflcance to the provmce

The same holds true for forest protection policy. There was an in-

herent contradiction in the industry's desire for Iong term royalty concessions
MM&("_W -
and its irresponsible, short-sighted stand on the issue of protecting the
resource base upon which it depended. Even after the passage of the 1914
Royalty Act, which appeared to provide stability of tenure, lumbermen first

became involved in the issue of forest protection administration only out of

a fear that their tax dollars were being squandered on political appointments.
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As it happened, they were right. The Tories were prepared to create the
conditions necessary for large-scale industrial development, but not at the
expense of their local party machinery.

After the Liberals came to power, the lumbermen found a government
more in tune with the idea of civil service reform and elimination of patronage.
But economic difficulties and the persistence of an individualistic business
philosophy on the part of industry members put a quick end to cooperative
efforts. Using the joint committee structure established for more progressive
and efficient forest management, the lumbermen were able to impose their own
business priorities, and greater responsibility for forest protrect‘irdm
state. |

During the period under study, the industry was concerned less with
forest protection than with the demand for its finished products. The import-
ance of the forest industry to the health of the provincial economy and
treasury insured a government interest in market extension work as well.
Within the context of world war, and under a Tory administration, the nature
of this "business partnership" was never questioned. In fact, the govern-
ment often proved to be the more aggressive sales agent. After 1916, how-
ever, with the Liberals in power, there was a continuing tension over the
responsibilities of the two partners. The Department's intention was to dis-
engage itself from such close identification with the strict concerns of business.
Again, political and economic “'Te?’!ityu_vint;ef“!fﬂfd' resulting in renewed govern-
ment involvement. A resolution of this conflict between government policy and
industry demands, reached by 1927, rested rather precariously on improved
market conditions. The depression that ~fuollowed soon after plunged the

provincial bureaucracy back into the thick of marketing activities.

At the heart of government policy lay the principle of domestic manu-

facture. Yet, within the context of a frontier forest liquidation economy,
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immediate and mandatory home manufacture was regarded by all sectors of the
industry, their suppliers and related businesses, as an impediment to profit
accumulation and industrial development. That contention, the alleged fire
menace created by incomplete cutting, and the circumstances of war and
economic disruption, provided the Tories with a reasonable justification for

a temporary modification of their manufacturing policy. Having one foot al-
ready in the door, at war's end the lumbermen were able to use the quasi-
official structure of the Export Advisory Committee to impose their idea of
rapid liquidation logging on Liberal politicians and government foresters.
With a seemingly endless supply of timber and an overexpanded logging sec-
tor upon which large segments of the population were dependent for their
livelihood, the Liberals institutionalized log exports as a permanent and inte-
gral part of the forest economy. The level of domestic manufacture would be
determined by market forces, not government policy.

If home manufacture lay at the heart of the Forest Act, the procedures
laid down for future allocation and administration of Crown timber reserves
were its very essence. |t was here that the vacuity of the principle of Crown
proprietorship was revealed most blatently. Mistakes had been made previously
in designing tenure conditions, and it was clearly the duty of politicians and
public servants to correct them in the formation of new policy and administra-
tive procedures. Yet, during the final Conservative term in office, govern-
ment foresters stretched the rules as far as possible to accommodate the greed
of private timberholders for local monopolies. And precedents were set in the
allocation of pulp rights that seriously restricted the freedom of action of
the succeeding administration.

Where their hands were not already tied by Tory commitments, however,

the Liberals succeeded in outdoing even the pre-Forest Branch McBride
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government in their willingness to let the pulp companies write their own
policies. Crown ownership of timber was used to facilitate the process of
private investment, regardless of the effects on other sections of society,
or the future of the resource.

In all of these areas of policy and administration, then, British
Columbia's forest capitalists were able to direct the course of government
activity regardless of the political party in power, level of bureaucratic
sophistication, or Crown ownership of the resource. Using the administra-
tive and quasi-governmental structures established by conservationist and
progressive-minded politicians and bureaucrats, businessmen succeeded in
overcoming most resistance to their immediate needs by invoking the myths
of competitiveness, investment, development and prosperity for all. The
people were to benefit from the forest resource, not through meddlesome
regulations, restrictions and taxes, but by allowing private enterprise free

rein.
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