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— Part 1 —

Introduced in 1864, Canada’s excise duty on tobacco products has
endured to the present day.  Currently, the amount of excise duty

payable is based on total production in a prescribed period.  Individual
packages being sealed by manufacturers or importers with a label of
their own design, based on guidelines issued by the Revenue Depart-
ment.  An example of these private seals is illustrated in Figure 1.  Prior
to mid-August of 1974, the duty on each package of a tobacco product
was paid by affixing a government-issued revenue stamp, an example
of which is illustrated in Figure 2.  These stamps were purchased from
excise officers for an amount of duty corresponding to the mass they
represented.[1]  This work examines the legislative and regulatory
history of the federal levies on tobacco products in so far as they
affected the revenue stamps affixed to the packages.

                          

Figure 1: M anufacturer’s label used to

seal packages of duty-paid tobacco, a

requirem ent since m id-August of 1974.

Figure 2: Excise duty revenue stam p from

the Issue of 1971, in use through mid-

August of 1974.

Colours of the Revenue Stamps

One of the most striking features of the tobacco revenue stamps is the
many colours in which they were produced.  This is particularly true for
the early issues.  Prior to June of 1908, the colour of the stamps almost
always indicated the excise treatment of the tobacco product.  These
colour schemes were as follows.
     In 1864 and 1867, green stamps were used primarily for stocks on
hand at the commencement of the excise duty, which were exempt. 
From the very start in 1864, Blue stamps were used at Customs on
importations.  At first, red and black stamps appear to have been used
interchangeably for domestic production either for consumption directly
from the factory or warehoused in bond for future sale (and thus
postponing payment of the duty).  By 1868, red had become the sole
colour for warehouse stamps and black the sole colour for consumption
stamps.
     In 1880, green stamps were reintroduced for use on products made
exclusively of Canadian leaf-tobacco, which were granted a lower rate
of duty.  The black stamps were now used for products made, in whole
or in part, of foreign leaf-tobacco.  Also in 1880, brown stamps were
introduced for ‘reworked’ tobacco products.  These last stamps were
replaced by violet stamps in 1881.  The term ‘reworked’ referred to
finished products that were reprocessed by their manufacturer in some
manner, which included repackaging.[2]
     The system of excise duty-stamps was overhauled in 1883.  The
changes included the elimination of the red warehousing stamps as well
as the brown or violet ‘reworked’ stamps.  The remaining colours,
black, green and blue, continued to serve the same purposes as before. 
New in 1883 were red-orange ‘removal permit’ stamps, which were to
be affixed to packages moved in bond (ie. without payment of the excise

duty) between bonding warehouses.  Under the new statute, tobacco-
products entered into a bonded warehouse were not affixed with a duty-
stamp until released for consumption.[3]  In 1897, dark-red duty-stamps
were introduced for products of a mixture of Canadian and foreign leaf-
tobacco.  Such products were now subject to a rate of duty that was
intermediate between products of Canadian leaf exclusively (green
stamps) and those of foreign leaf exclusively (black stamps).[4]
     As of June 1 , 1908, the use of colour to signify excise treatment wasst

ended.  Thereafter, black was used for payment of the duty on all
importations and new domestic production.  The old colours continued
to be used for a time on products warehoused prior to June 1  and red-st

orange continued in use for the removal permit stamps.[5]  For the
latter, it is surmised that the colour was kept to show that the duty had
not yet been paid such goods.  Later, green stamps were used for a time
on oversized cigarettes on which a higher duty was payable.  Other,
post-1908 variations in the colour of the duty-stamps did occur, but
these did not represent differences in excise treatment.

Excise Duty versus Excise Tax

The 1864 levy on tobacco products was an ‘excise duty’ imposed under
the Excise Act of the Province of Canada.[6]  This statute was suc-
ceeded in 1867 by the Inland Revenue Act of the Dominion of
Canada.[7]  The title of ‘Excise Act’ was restored in 1924.[8]  Under
the Excise (or Inland Revenue) Act all aspects of tobacco manufacturing
were under the supervision and bond of the Revenue Department. 
These provisions were intended to secure payment of the duty to the
government.
     The Act of 1864 introduced a system of semi-monthly payments for
the excise duty.  Under this system, government excise officers were
required to personally affix stamps to packages of tobacco.  In addition
to the signature of the local Collector of Inland Revenue, the stamps
were to have administrative details written on them by the excise
officers.  At first glance, this would seem to have been an onerous task. 
However, during the mid-1800s, packages of tobacco products
(particularly the ‘plug’ varieties) were usually much larger that what is
generally produced today (2002).  At the time, a single package of
tobacco could range from a few pounds  to well over one hundred
pounds.  For smaller packages, it was often the practice at the time to
stamp only the outer packing-case and not the individual items that it
enclosed.  The practice of stamping small, individual packages was not
rigorously adhered to until 1880 for domestic production and until 1881
for imported products.
     July 1 , 1883, marked the introduction of two significant proceduralst

changes.  The first change was the elimination of the semi-monthly
payments.  Manufacturers were now required to pay the duty in advance
by purchasing the revenue stamps from excise officers.  The second
change was the transfer of responsibility for the affixation and cancella-
tion of the revenue stamps to the manufacturer or importer.[3, 9]  The
cancels used by manufacturers were coded (eg. 1-18-E) to identify their
user and in many instances evolved over time to include a date-code.
     In June of 1942, the excise duty on tobacco products (excluding
cigars) was supplemented by an ‘excise tax’ imposed under the Special
War Revenue Act (later called the Excise Tax Act).[10]  The Special
War Revenue Act did not provide for strict monitoring and control of
taxable production by excise officers.  But this was irrelevant as far as
tobacco products were concerned due to the existing controls provided
to ensure collection of the excise duty.  The excise duty and excise tax
on tobacco products remained in concurrent effect through to the end
of the government revenue stamps in 1974.
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     When introduced, the excise tax was designated as a ‘stamp-tax’.  As
such, it was payable by means of excise tax-stamps, which were in law
separate from the excise duty-stamps.  While duty-stamps with added
adhesive tax-stamps are known to present-day collectors, it is apparent
that immediately upon, or soon after, the introduction of the tax
manufacturers were given permission to surcharge the amount of excise
tax on their existing stocks of duty-stamps.  Thereafter, the Revenue
Department sold duty-stamps already surcharged with the applicable
amount of excise tax.[11]  Thus, when a manufacturer (or importer)
purchased its duty-stamps it also paid the excise tax on its production. 
Figures 3 and 4 respectively illustrate a regular excise duty-stamp and
the same stamp surcharged with the applicable excise tax.  When the
excise tax was doubled in March of 1943, manufacturers were again
given permission to surcharge their existing stocks of duty-stamps to
reflect the new rates.[12]

                           

Figure 3: Excise duty revenue stam p. Figure 4: Com bined excise duty and

 excise tax revenue stam p.

     In April of 1943, payment for the excise tax represented by the sur-
charges was consolidated and moved from the time at which the duty
stamps were purchased to a single monthly payment due by the last day
of the month following the one in which the stamps were received.  [11,
12, 13]  Effective August 1 , 1947, the excise tax on tobacco productsst

(except for raw leaf sold for consumption) was converted from a stamp-
tax to a levy based on reported sales during a month.  This eliminated
the need for the excise tax surcharges on excise duty stamps.  As part of
the transition to the new system, manufacturers were given a credit for
surcharged stamps on hand as of July 31 , 1947.[13]  In the meantime,st

manufacturers had continued to pay the excise duty in advance through
the purchase of the requisite stamps.  This procedure for the payment of
the excise duty remained in effect through to the end of the government
duty-stamps in 1974.

Imposition of the Excise Duty: 1864 and 1867

The 1864 introduction of an excise duty on tobacco products manufac-
tured in the Province of Canada was a result of the 1854 reciprocity
treaty with the United States of America combined with conditions in
the American tobacco industry brought on by their civil war.
     Under the terms of the reciprocity treaty, manufactured tobacco
entering Canada could be subjected to a customs duty while raw,
unprocessed tobacco was to be admitted free.[14]  The United States
was by far Canada’s most important source of imported tobacco,
supplying (in 1860) 98.1% of the manufactured tobacco and 99.9% of
the raw tobacco imported into this country.[15]  According to the
United States census of 1860, the Confederate States possessed 65.3%
of American tobacco manufacturers, who generated 67.0% of the total
value of the national production.  The states of Virginia and North
Carolina alone held 57.2% of the industry producing 61.2% of the total
value.[16]
     Beginning in 1861, the northern Union began an economic and naval

blockade of the southern Confederacy.  This blockade became far more
effective in subsequent years and thus resulted in the withdrawal of two-
thirds of the domestic supply for the heavily populated Union states. 
The extent to which the Union succeeded in obstructing the distribution
of the Confederacy’s manufactured tobacco is indicated by the 1866
report of the United States’ Commissioner of Internal Revenue as
follows:

Large quantities of tobacco manufactured in the South before the war
and during its progress were thrown upon the market during the past
year, to the great derangement of trade and the embarrassment of
regular manufacture.[17]

     This state of affairs in the United States was probably responsible for
an sharp decline in Canada's imports of manufactured tobacco products
during 1862 and 1863.  Accompanying this decline was an immense
increase in imports of raw leaf.  This trend is illustrated in Figure 5. 
This shift to the importation of customs duty-free raw tobacco was the
motivation for the imposition of Canada’s excise duty on domestically-
produced tobacco products.[18]
     The new excise duty was announced in the budget speech of May
10 , 1864, and was to take effect on July 1  of that year.[18]  However,th st

on the evening of May 31 , formal resolutions were drafted by ast

committee of the Legislative Assembly and put into effect as of June 1 . st

These resolutions imposed an excise duty on all new production as well
as all stocks on hand at manufacturers of partially or completely
manufactured tobacco products.  All dutiable stocks were to be
immediately secured by excise officers.  Release of such stocks for
consumption required the permission of the excise officer and payment
of the duty to which they were liable.[19]

Figure 5: Importations of Raw and Manufactured Tobacco: 1859-1863. 
(Source: Tables of Trade and Navigation for Canada, Sessional Papers.)

     The sudden imposition of the excise duty and the immediate seizure
and sealing of stocks on hand at manufacturers by excise officers were
reported by two Toronto newspapers as follows:

Considerable excitement prevailed yesterday among the tobacco
manufacturers upon the publication of the news that the duties upon
tobacco had come into effect.  Large stocks are held by many among
them, and there are, we believe large contracts to be filled.  The
Revenue Inspector yesterday visited the manufactories and sealed the
stocks.[20]

It was not until between eight and nine o'clock yesterday morning
that the excise duties on tobacco came into force.  Previous to that
time several parties interested in the manufacture of the article had
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seen the newspapers, and removed a good deal of tobacco from the
factories, hoping thereby to avoid the imposition of the new duties. 
The excise officers took a different view of the matter.  They regarded
the law as in operation from midnight, although they had not been
officially advised to that effect until the morning; and seized all the
tobacco that had been removed that they could lay their hands upon. 
A difficulty is apt to arise on this point which may require settlement
in the Customs' Department at Quebec.  The manufacturers also
complain of the duties affecting whatever tobacco they may have on
hand, while the stocks held by dealers do not come under the
operation of the law.  They speak of sending an agent to Quebec to
remonstrate with Government on this score.[21]

     The reaction of the tobacco industry to the application of the duty to
stocks on hand was predictably negative.  Protests occurred immediately
and these culminated in the presentation of formal petitions to the
Legislative Assembly from tobacco manufacturers in the cities of
Hamilton, Montreal and Toronto.  Members of the Assembly took up
the manufacturers’ cause and pressed the government on the issue.[22] 
     On June 27  the government relented and exempted fully-manufac-th

tured stocks on hand at manufacturers as of May 31 .  The legislation,st

as passed on June 27  and assented to on the 30 , also provided for theth th

non-payment or refund of duty collected on stocks released during June
in fulfilment of contracts made prior to June 1 .[6]st

     With the exemption granted to manufacturers, excise officers were
now required to differentiate between duty-free products completely
manufactured prior to June 1st, 1864, and dutiable products manufac-
tured on and after that date.  It is apparently to this end that the Act gave
until June 30  for tobacco manufacturers to submit a detailed inventoryth

of raw and manufactured tobacco on hand.  This inventory was to
include the number of packages held, as well as their individual weight,
contents, origin and date of entry into the premises.  Upon receipt of the
inventories, excise officers were to visit the manufacturers and affix
stamps to the packages.[6]
     Complementing the inventory and stamping of manufacturers’ stocks
on hand were similar provisions regarding stocks held by wholesale and
retail dealers.  These stocks were not subject to the new excise duty. 
The deadline for the vendor inventories was set by Statute at August 1 ,st

1864.[6]  However, difficulties in enforcing these provisions must have
occurred as this deadline was extended twice.  The first extension was
to August 20 , the second to September 10 .  Yet, despite the exten-th th

sions, the requirement that the tobacco products were to have been in
stock prior to August 1  remained in force.[23]st

     It also appears that, by means of an as yet undiscovered circular or
directive, a similar extension was granted to tobacco manufacturers for
the fulfilment of their pre-June 1  contracts.  This is noted in a report ofst

a July 9 , 1864, meeting of Toronto tobacco manufacturers.th

. . . The Finance Minister, who, acting conscientiously as a public
officer, and having great difficulty in raising the supplies necessary
to carry on the government of the country, was nevertheless willing to
concede that all orders not filled to the first of July should be
completed excise free.[24]

     A literal reading of the above would place no termination date for the
completion of the contracts.  But it seems likely that the government
would have imposed some form of deadline.  The potential for abuse
would have caused the absence of a deadline to be a highly undesirable
situation.  In any event, a new delivery deadline would only be
significant for tobacco manufactured on and after June 1  as any olderst

stock could be delivered free of excise duty.
     The above quote refers only to the fulfilment of pre-June contracts
and not to the submission of the inventory.  However, it is highly
probable that a similar extension was granted for the inventory.  As was
the case with the initial deadline provide by the Statute, the new

deadline for both contracts and inventory would logically have been the
same date.  This new deadline was evidently July 31  or August 1 ,st st

1864.
     The reasoning for these suggestions is as follows:

1.  The Act gave tobacco manufacturers only three days notice to
submit the detailed inventory and to complete of all their pre-June
contracts by June 30 .  This would have made that date an impossibleth

deadline.

2.  To the best knowledge of this writer, there is complete absence of
any stamps whatsoever bearing the inscription ‘In stock prior to July 1 ,st

1864’.  This is especially significant in light of the immense stocks held
by tobacco manufacturers at the introduction of the excise duty.  The
size of these duty-free stocks is alluded to in the Inland Revenue Report
for the year ending June 30 , 1870, as follows:th

The [tobacco] manufacturers had, for some time previous, anticipated
the imposition of this duty, and large stocks of the manufactured
article were accumulated, which escaped the tax, consequently, the
amount of revenue received from this source during the first two years
was no index to the demand for consumption during that period;
indeed, there is reason to believe that the quantity of duty paid
tobacco taken for consumption even in the third year of the tax was
considerably affected by the old duty free stocks still on hand.[25]

3.  The stock-books to be used by manufacturers for the record-keeping
required under the Act (in connection with the newly-introduced semi-
monthly returns) were not available until about August 11 .  On thatth

date, notices regarding the availability of such books appeared in
newspapers for the very first time.[26]

     The stamps used for stocks on hand in 1864 at both manufacturers
and dealers are those illustrated in Figures 6 and 7.  On the basis of the
evidence previously presented, combined with the use of ‘M’-stamps in
1867 for duty-free stocks held by both manufacturers and dealers, the
significance and application of these stamps have been surmised as
follows:

M - represented ‘Manufactured’, and therefore duty-free.
- was used on fully manufactured stocks held by manufacturers prior
to June 1 , 1864, and on dealer stocks held prior to August 1 , 1864,st st

and still on hand at the August/September inventory submission and
stamping of such stocks..

D - represented ‘Dutiable’.
- was used on manufacturers’ stocks produced after June 1 , 1864,st

and still on hand at the August/September inventory submission and
stamping of such stocks..

     When the Provinces of Nova Scotia and New Brunswick joined with
Upper and Lower Canada on July 1 , 1867, the terms of Confederationst

decreed that the existing laws of excise and customs in each of the
Provinces would continue in force until replaced by the new Federal
Parliament.[27]  This replacement occurred on December 13 , 1867. th

The budget provisions passed by Parliament the previous evening
essentially extended the old Acts of the Province of Canada to New
Brunswick and Nova Scotia.  However, the new Customs Act neglected
to provide for the stamping of imported tobacco products.  This
oversight was rectified by an Order in Council on December 28 ,th

1867.[28] 
     As had been the case in 1864, existing stocks held in 1867 by both
manufacturers and dealers in the Maritime provinces were exempt from
the new Dominion excise duties.  However, in 1867 the exemption was
applied immediately upon the introduction of the new duties, unlike the
retroactive provisions of the 1864 Statute.  Given this situation, there

(Text continues at bottom of next page.)
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Figure 6: Cigar and Tobacco excise stamps applied to duty-free stocks on hand at manufacturers prior to June 1 , 1864, and on hand at wholesale and retailst

dealers prior to August 1 , 1864, and still on hand at the August/September stamping of such stocks.st

  

Figure 7: Cigar and Tobacco excise stamps affixed to dutiable stocks produced on and after June 1 , 1864, and still on hand at manufacturers at thest

August/September stamping of such stocks.  

was no need in 1867 to differentiate for excise purposes between
dutiable and duty-free stocks on hand as had been the case in the
Province of Canada in 1864.  Thus, there would have not been a need
for ‘D’ stamps and no such stamps are currently to this writer.
     A notice ordering Nova Scotian manufacturers and dealers to have
their existing stocks stamped as duty-free was issued December 13 ,th

1867, and published in the Halifax Chronicle on December 14 .  It readth

as follows:

. . . Tobacco, Snuff, and Cigars, now being held in stock, being
exempt from duty under the Act, manufacturers and dealers in the

County and City of Halifax will make immediate application to
Samuel Tupper. Esq, Collector of Inland Revenue for Halifax, to
have the same stamped in accordance with the requirements of the
Act and the regulations of the Department.
     Arrangements will be made for the immediate stamping of stocks
held in the Province outside of Halifax by the Collectors of Customs
in the several localities.[29]

     One of the ‘M’ stamps that were affixed in 1867 to these duty-free
stocks is illustrated in Figure 8.  The central text of this item indicate
that it was applied to manufactured tobacco products other than cigars. 
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An 1885 philatelic publication describes a similar stamp for cigars.[30] 
This second stamp is currently unknown to this writer.  However, the
green cigar stamp illustrated in Figure 9 dates from the 1867 period. 
This stamp would thus appear to have been used on the duty-free stocks.
     The green, ‘duty-free’ stamps of 1867 may have been available for
use up until February of 1868.  On the 22  of that month, a recall noticend

was issued to Collectors of Inland Revenue as follows: “All Tobacco
and Cigar Stamps in your possession as per samples enclosed, are to
be forwarded to this Department with a specification showing
quantities of each.”[31]  While this notice does explicitly mention the
green, ‘duty-free’ stamps, a notation in a September 11 , 1868, circularth

indicates that these stamps were probably included in the recall.  The
notation reads as follows: “Green labels of a similar description have
also been used in the Excise for stamping stocks of Tobacco on hand
before the Excise duty was imposed.  They are no longer in use and
have been called in.”[32]

(To be continued.)
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Figure 8: Green excise stamp affixed in 1867 to stocks of manufactured
tobacco on hand in the Provinces of New Brunswick and Nova Scotia as
a result of the extension of the Canadian excise duty to the new maritime
provinces.  These stocks were duty-free.   

Figure 9: Green excise stamp from 1867.  This stamp
was likely used in conjunction with the stamp in
Figure 8 for duty-free stocks in New Brunswick and
Nova Scotia  
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