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CHAPTER I

DEVELOPMENT OF THE CANADIAN ECONOMY TO CONFEDERATION

Major Factors in Canadian Economic Development

Along with the other nations of the Western Hemisphere, the ante-
cedents of the Canadian economy may be traced to Burope. The area
which eventually became Canada was a part of the mercantile empires
of both France and Great Britain, The eventual triumph of Great
Britain over France in gaining control of the territory lying to the
north of the United States was due to the types of policies each fol-
lowed.l British mercantile policy was better controlled and coordis=
nated and in the long run proved to be more auitedﬁo the type of
resource exploitation both nations were carrying out in Canada.’ The
English succeeded in establishing sufficient settlements of people
who eould produce food supplies by those engaged in producing
raw materials being exported to the mother country. By contrast, the
French, devoting their resources too completely to fur production,

14, T. Eastertrook and Hugh G. J. Altken, Canadian Economic His-
mz, ?&;m03 The Mlln cw of Canada 9 mo,p 1955’
PP+ 10709

“Phe French did not develop a successful triangular trade between
their North American colony, the West Indies and Europe - as did the
British., The French empire was centrifugally oriented whereas the
British empire was linked by a complex trading network. The Eritish
moved more slowly into new territory but consolidated their position
28 they went.




failed to establish successful agricultural settlements which could
serve as provisioner to the trader, trapper, fisherman and lumber

mansd Without a supply of basic foodstuffs, attempts to expand the
“gconomy" were severely handicapped.

When the American colonies chose independence from Great Britain
in 1776, the settlers in Canada opted to remain a British colony be=
cause, among various factors, of the economic advantages they enjoyed
as a part of the British mercantile system. The type of commodities
they produced - raw materials - was highly dependent on overseas mar-
kets., Within the British mercantile system they were given a measure
of prowum.z

The climate and natural resource endouments of Canada have been
of great significance in Canadian economic development. Canada's
land area covers more than 3.5 million square miles. However, it is
estimated only one-tenth of this area is ardble., About fifty percent
of the total population live wlthin 100 miles of the United States
border and some ninety percent within 200 miles of the American bound-
ary., Thus the bulk of Canada's people live in a long narrow sirip
stretching from east to west acress the continent.

Another factor which has exerted influence throughout Canadian his-
tory is the fact that because of land formations and location of water-
ways, Canada is separated into several economic and geographical

o citey PPo 87-90,

2gasterbrook and Aitken, op. cite pp. 111-12.



regions, A. W. Currie writes that:

The importent businesses of one Region do not

generally speaking, merge gradually into the

economic life of the next., The result is that
each Region tends to have its own peculiar
economic and politiiad intm'um.l

Sparse settlement of a vast territory, dissimilar natural re-
gource endowment, language differences and formidable geographical
barriers have all aggravated the problems of economic, cultural and
‘political integration of Canada.

A salient feature of the Canadian economy has been the central
role played by industries based on production of primary products.
An anglytical framework based on this fact - the staple theory - has
become the usual vehicle of analysis of Canadian economic growth.
Using the insights of Adam Smith and G. S. Callender, it has been
given specifiec application to Canada's economic development by W. 4.
Mackintosh, H. A, Innis and others.2

Essentially a staple product is one with a large natural re-
source econtent. The staple does not require elaborate processing in

terms of labor or special skills, but at least some processing must

4. W. Currie, Bconomic Geography of Canada, Toronto: The
Maemillan Company, 1947, Pe 2¢

2y, A. Mackintosh, "Economic Factors in Canadian History," Cana-
dian Historical Review, IV, No. 1 (March, 1923), pp. 12-25; H. A,
mfrﬁém in Canadian Economic Development," Es

ory, Toronto: University of Toronto Press,

Oy PPe 200=103 Ri d E. Caves and Richard H., Holton, The Cana-
d:wx Economy. cubridgu Harvard University Press, 1959, Chapter 2.
For a reappraisal of the staple theory see Kenneth B\wkhy. "The Role

of Staple Industries in Canada's Economic Development," Journal of
Economic History, XVIII, No. L (December, 1958), pp. f;}

L]
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be done at the source. Substantial amounts of capital may be required
in the production of a staple product. The staple product is export~
oriented and is in demand in intermational markets. 4s such it can
bear trmnpgrtation ahargeyl This is a regional approach teo

economic development. The focus is on the region producing the cure
rent export a’uplo.

The timing and direction of dwclnpmt of the various staples
in Canadian history have been determined by at least three closely
rphtad factors. The first of thui is discovery of the resource,

A deliberate search may have been made for a certain natural rescurce
but just as often discovery has been fortuiilous. Development of a
new commodity is usually eaeuiomd by market demand., In fact demand
nay have served to stimulate a search for larger supplies of cheap
resources to predum 2 aim preéuet. The third fwtor, technology
(including trmmortatim), also may lmit or stimmYst+ seareh fau

and development of a resource. Some writers have asserted that tech-
nol@gy is the dominant factor and resources are a funciion of tech-
nolagy.z The staple apm‘mh then becomes a “theory of capital forma=-
tion and industrial location,®3 '

The earliest mnmia activity associated with Canada was based
on fishing off Canada‘'s eastern shores. Later, when attention was
turned to the interior, the fur trade was developed. Production of

lcaves and Holton, op. cit., PPe 3132

&mia, ope cite, PP 20003, and Buckley, Op. Oit., Poa J&z"hho
3caves and Holton, op, cit., p. 30.



these two products had some features in common. Both were based on
the exploitation of natural resources for export. Comsequently prof-
itability was dependent on market demand. Neither industry gave rise
to much permanent settlement or investment in social overhead capital,

The fishing industry was characterized by relative ease of entry,
low capital requirements, keen competition, and lack of government
regulation., In contrast the fur trade was much better sulted to the
mercantile system., Risks were great and capital requirements large.
Both England and France granted charters to companies with monopoly
rights. These chartered companies became far-flung trading organiza-
tions which required careful plamning, extensive transportation sys~
tems and close ties with the markets. The fur industry had to con-
tinue expanding and moving into new areas as the resources of the
older territories became depleted. Still another difference in the
two industries was that the demand for European goods (e.g. fire-arms,
household utensils, etec.) grew as the Indians became familiar with
European products through engaging in the fur trade.t

As the fur supply was depleted in the eastern part of the conti-
nent, the center of the fur trade moved westward and began to decline
in importance in the Canadian economy. In the place of furs other
staple products were developed - including potash, wheat and lumber.
Chief successor to furs was Lumber2

lpasterbrook and Aitken, op. cit., p. 38 £f., and Innis, The Fur
Trade in Canada, Toronto: University of Toronto Press, 1956,
PPe SW %.

2gasterbrook and Altken, op. cit., Chapter 9.



British shipbuilders had been dependent on North American forests
for certain special woods not available elsewhere for a long period
of time. But the chief source of supply for shipbuilding material re-
mained the Baltic, WNeorth American timber was high cost both because
of scarcity of labor and distance to the market in Europe. As a naval
power, however, Britain required a guaranteed source of shipbuilding
materials. The Napoleonic wars clearly showed that the Baltic was
not a sure supply source.

From 180L to 1842 tariffs protected wood products exported from
dettomfutmwn. Then in 1842 the first of a series of tar-
iff protection given to Canadian lumber was abolished completely.

The result was & leveling off of imports of Canadian lumber into Eng-
land., But changes were taking place in Canada too, A technology
was being developed to enable sawing the logs into lumber in Canada
and a Horth American market for Canadian lumber was developing.’

Several features of timber as a staple should be noted. Log-
ging complemented agriculture in two ways. In many areas it was nec-
essary to clear the land before farming eould be done. On the other
hand the logging camps required food supplies. Agricultural settle~
ments sometimes followed the logging industry to serve this demand.

like fishing, lumbering was quite free of monopoly control.

The companies were often branches of a parent company in Great Britain,

Entry to the industry was easily gained since initial capital

3—m Essays in Canadian Economic History, Pe 23




requirements were small and unskilled labor could be used, The lumber
market was broad because wood was the chief bullding material used in
Great Pritain - in contrast to the restricted luxury market served by
the fur industry. There was a high rate of failure among logging com-
panies since the industry was dependent on the construction industry
and the building cycle in England., Communication with Burope was slow
and this served to aceentuate the problem of supply and demand.l The
lumber industyry in this period was highly dependent on water transpore-
tation.? During this period the wheat industry was in the early
stages of development and was becoming increasingly important by 18L9%.
The fourth factor which has played an important role in shaping
Canada's economic development has been transportation.® Canada was
a considerable distance from Burope and furthermore Canada itself was
a vast territory of rugged terrain with many natural barriers, Until
technology provided the steam engine and steamship, travel in Canada
was mainly restricted to the larger rivers, lakes and bays. Inland
travel was by canoe. The winter season meant the closure of even many
of these avenues of access., The development of the interior was serie

lihe response mechanism was slow. A good price for lumber in:
England in year one would stimulate inereased production and likely
ar oversuppiy in year two. In year three the producers would
reduce output and market conditions would begin to improve. By year
four the cycle would begin again.

2Tbid., p. 2h2.

39me classic treatment of this problem is found in the writings
of He A. Innis, See H., A, Innis, Essays in Canadian Economic History,
PPe 62"7?' 1‘41"5;- i :




ously impeded until new means of motive power were discovered and
applied to transportation, |

There was another nﬁmu.on to the transportation problem. The
experience with furs and tisber illustrate the difficulty of getting
balanced two=way mgoui. "Unbalanced cargoes always meant high trans-
port costs; since the freight being shipped in one direction had to
besr the expense of the unused capacity moving thcwnther.'l

In the case of the fur trade it was necessary for ships travele
ing from Burope to Canada to carry large cargoes of supplies for the
traders and trappers along with goods for trade with the Indians.
Furs wers light in weight and compact in sige and there was unused
W&m&am@amgumepm

With the lumber industry the problem was reversed. The logs
were bulky and hesvy, Loghauling ships had to have large capacity.
The return cargo consisting of supplies for the settlers required
considerably less space.

For the fur trade there was little choice but %o bear the high
overhead costsj but alternatives were open to the lumber ships to
wtilize move fully this available shipping capacity on the voyage
from Burope to Canada, BEmigration of new nttia-a from Burope was
aoti-aly encouraged. Development of the lumber staple was therefore
an instrument for spreading settlement in Canada - the first of the
staples to ‘phy this role.

1Wbr@¢k and Altken, .@,. citey Po 199,



H. A. Innis concludes his essay on “inused Capacity" with these
commentss

Problems of unused capacity have had the effect

of quickening and accentuating the long-run

general trends of economic development and have

necessitated governmental in ention as a
steadying or remedial factor.

Factors Leading to Confederation

A series of factors contributed to the achievement of confedera-
tion of the British colonies of North America.? As long as the colow
nies were given preferential treatment for their exports to British
markets, there wes little desire to change their status as colonies.

The first of several reductions of tariffs on lumber imports
into Britain, which had faveored Canadian producers, was made in 18L2.
By 1860 this tariff was completely eliminated, In 1846 the Corn Laws
were repealed in Great Eritain and a new policy of semi-autonomy for
the colonies was instituted. Actions in this direction made it clear
to Canadians that the favored status they had enjoyed was at an end.

Abulition of the lumber teriff caused a leveling off of British
imports of Canadian lumber, Canadian lumber producers in turn began
developing a North American market for their products (i.e., in Canada

11:1!318; AT@. ﬁitog P 155.

2gasterbrook and Aiiken, o0, cit., Chapter 163 W. A. Mackintosh,
Ops Citey Do 23 £1f3 "Confederation," Rep 1 yyal Commission

on Dominion-Provincial Relations, Book I, pp. 19=2l, Obtax Jeen's
» @
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and the United States) and a technology for further processing of the
logs into lumber.} Repeal of the Corn laws opened up a market far
Canadian wheat in England.

During the first half of the 19th Century the railroad had been
proved feasible both in Creat Britain and the United States and the
steamboat was in use. The implications of these technological ad~-
vances in communications were only gradually perceived by many Cana-
dians,

In the meantime United States settlers, hungry for land, con-
tinued to push northward and westward, The threat of annexation by
the United States of additional territory in the West challenged
Canadians to think in terms of a nation stretching across the conti-
nente ; :

Canadisns had long been intrigued with the idea of developing
the St. lLawrence as & major route and tapping the carrying trade of
the United States Midwest. "ﬂus idea gave impetus to comstruction of
the St. lawrence Canal System, It proved to be a failure in achieving
“this objective; but the development of the railroads revived this am-
tion. i

Puring the years 1852 to 185k a Reciprocity Treaty between the
United States and Canada was negotiated and signed. For a time free
trade prevailed between the United States and the Canadians. Subse-
quently this policy gave way to the new tariff policy.

‘111111’-3’ 9P citey Po 2l3. »
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During the years just prior to Confederation, a national policy
began taking lhlpool Free trade, as a principle, was accepted. It
was considered important to develop and expand trade with the United
States without abandoning trade with Great Britain. The railway and
tariff became the main instruments of the national policy. The raile
road enabled communication with all parts of Rritish North America
and for the first time provided a means of exploiting the great
prairies west of the Precambrian Shield.

A concomitant of the development of railroads was the new tariff
policy of the Canadian colonies. The tariff became a means of raising
capital for finaneing railroad building as well as a method of cone
 trolling the direction of trade. Through the tariff producers wers
encouraged to ship produce east~west thwough Canada instead of northe
south to the United States. The tariff gave protection to M'l
new industries from competition with United States producers.

By 1850 the United States was experiencing rapid economic growth.
The American economy was becoming diversified, flexible and geared to
expansion, The "American system" of manufacturing was developing.?
This development in the United States emphasized the highly special-
ized development in Canada. The United States economy had been far
more successful in attracting British capital and people. Therefore

1y. C. Fowke, "The National Policy = Old and New," Canadian
Journal of Economig¢s and Political Science (hereafter CJEFS),

s N0 » s PPe .

2gasterbrook and Aitken, op. cit., p. 356.



the American example was a stimulus to Canadians.

In summary, the introduction of free trade in Great Britain,
technologlcal advances bringing new mesns of commnication, the threat
of further United States territorial expansion and proximity to the
United States were the causal factors. The result was a growing
national consciousness, the emergence of a national policy aimed at
furthering economic development and finally the confederation of four
of the British North American colonies in 1867. The period of 18L9
to 1867 marks a major watershed in Canadian history.



CHAPTER II
THE CANADIAN ECONOMY, 1849~1900

Under the impact of free trade, as has already been noted, lumber,
as Canada's major export, was beginning a relative decline by 1850,

It was slready evident that agricultural products - especially wheat -
would become the leading staple exporis. #mhndmopmodup
in Upper Canada (i.e., Ontario), the production of wheat increased
rapidly. Wheat exported through the Welland Canal amounted to 210,105
bushels in 1831 and had increased to 1,579,966 bushels just ten years
later,) Agriculture began to take on new significance in the Cana~
dian economy by 1850, "Having eome to be recognised as the origina-
tor of a new staple trade, Canadian agriculture assumed an individual
and more direct relationship to eommercial activity.n?

The prospects of an expanding economy, enjoying the benefits of
greator division of labor and specialization, impelled Canadians to
form a Confederation in 1867. It was the goal of confederation "to
crsate the framework and the institutions which would provide a sound

1§, A. Innis, The Fur Trade in Canada, p. 39k.

2y, C. Fowke, "An Introduction to Canadian Agricultural History,"
CJEPS, VIII, No, 1 ﬁ'cbrmy. W). Pe 61.
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base for a rapidly growing oeenmy.?l In the years between Confedera~
tion and 1900, however, the nation spent much of its energy and re-
sources getting organised and developing the infrastructure which was
as vital to the pelitical integration of the nation as to economic
progress. Only after 1900 was the pre-Confederation vision of a
successful export agriculture, cembered in the prairie provinces,
achieved,

mm.ng the intervening years, the evolving national policy nurw
mummammummumm. ronwingﬂu
purehuootw'a mmmm'- Bvcespanyinméﬂ, Mani-
mmamomwmgumammcwmmnmmn
Mf&%%@mﬂyﬂﬂolﬂnuhmm.

In the 18708 the tari.ﬁt policy was altered to support the goals
azthiuuomlpolicy. The tariff wes to become an instrument for
fostering the dcniopuﬂt of resources, maintaining employment oppore
tunities, prétocting Canada's !hdgn.xt indu‘hry from foreign compe~
tition, and developing interprovincial trede. In short, the tariff
bmuMMmeMmhmmamwcoe&rm.

This eourse of action by the gwmt'nt the pattern and
conditioned development of the prairie nononj. Accormg to ?owh,
"the prairie economy grew up within a preeestablished framework '

1o PR F:I.rut.om, "Development of  cada s Economy, 1850-1900,
National Bureau of Economic Research, Trends in the American Econ
Princeton: Princeton University Press, 1000s; Pe 220. Hereal ter
cited TAE.



of tariffs which shaped, limited, and curtailed its development.n™
During the period from 1870 to 1896 the world econamy went through
what has been commonly misnamed the Great Depressions? In Eritain
there were two trends at work. The marginal return to capital fell
while the return to labor rosej and the proporﬁen of capital em=
ployed in production rese vrelative to labor inputs., Real wages rose.
The result was a shift in demand and supply curves, The supply
curves shifted downward and to the right. The demand curves shifted
dowmward and became more elastic for certain industries. The earlier
trend toward large investments overseas by Hritish investors was
reversed after a rash of business failures during the 1870s. The
fritish investor now demanded less risky investments ~ preferably in
the home market - even though the rate of interest was considerably
lower. Investment overseas was inereasingly in colonial areas and
where stable government provided greater security for investments.
Canada Telt the impact of tils period of adjustment in the inter-
national economy to some extent but continued to achieve remarkable
growth so that "by the mid~1890s Canada was well prepared to take ads
mugé of any upturn engendered by improving conditions abroad.™

lv C. Fowke, The nammx Poli qﬁm the Wheat Economy. Torontos
University of ‘!arm )

2\1 W. Rostow, Britisk
Oxford: Clarenden Prou, v

,k ch-pma 3
%ﬁ“m’ 9P Clley Do 220,




The export~base theory emphasizes the critical role played by
the export base in initiating and generating regional income and in
ensbling further economic development,®

Orowth is initiated by international demand for a product in
which the region has a comparative advantage. A favorable disposi-
tion of the resulting income will generate new industry largely
geared to serving the regional market (trades, services, social over=
head capital). The exact type of development which occurs will de~
pend on the resource endouments, the distribution of income ﬁthin
the region, the development of processing industries in the region,
and the growth of transpertation and distribution facilities. If the
export does induce the prowth of other industries, services and social
overhead facilities, population will move into the urban centers.

After an initial phase of growth and expansion, the regional
economy may take a variety of paths, depending on the natural re-
sources available, the character of the export industry, availabile
ity of other factors of production, the institutional framework and
and the rate of technological change and transportation costs. For

dpouglass C, North, %c Beonomic Growth of the United States
1860. Bnglewood C el y +NCey H oy
cul in Regional Ecem-ie M, d of Farm Economics
X1I, (December, 1959), pp. 93:3-51: bid,, ! on Theory [onal
Beonomie Growth," Journal of al Economy, IXIII (June, 1955),
pps 2l3-58; J. N. Ta onomic Growbth: the paci=
ﬁ.e Northwest Experience 1860 to 1960," Manuscript.
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example, the economy may remain tied to a narrow export base, or it
may continue expanding and diversifying.

Applicability of the expori-base theory to Canadian develop=-
ment has been challenged by a mumber of crities. Kenmneth Buckley
holds that the theory, as an analytical framework for studying
Canadian economic history, breaks down after 1820,

But after 1820, when fur was replaced by timber and

wheat, the possibility of other sources of national

economic growth and change cannot be ignored . « «

Although the absolute volume of expori staples in

Canada has increased greatly from 182C tu the present

time, it is reasonable to believe that the proportion

of the total of economic activity that is

to staple production has increased more rapidly.

To some critics the theory has seemed especially vulnerable in
explaining the period of the "Great Depression," 187396 because
lumber exports had leveled off and wheat had not yet become impore
tant. Too rigid and narrow an interpretation of the theory; on
the one hand, and preoccupation with the wheat boom after 1896, on
the other, may partially account for dissatisfaction with the ex-
port base theory. Several investigations have established that the
Canadian economy continued growing during this period from 1873 to

1896, According to M. H. Watkinss

%u". 20 QituQ Pe mO



Recent researchl. . . makes it impossible to contimue

to regard these years as a great depression; they wit-

nessed, in faet, an impressive increase in real

capita income, comparable to that in the United tes,

[ able industrial expansion, and substantial

capital inflow.2

This evidence does not vitiate the applicability of the exporte-
base theory to this period.

It will be argued in this chapter that, in faet, the growth of
the economy during this period was geared to the export of staples
and industries processing staples. At the same time the econony
was becoming more diversified and greater division of labor devel-

wo

Foreign Trade

Foreign trade and participation in the international economy
have always been a strong feature of the Canadian economy. The
following data show the remarkable stability of exports as a percent
of the gross national product. Exports as a percent of GNP for the
entire period covered in the table would be between 15 and 16 per-

cent.

lpirestone, op. cit.; Penelope Hartland, "Factors in Economic
Growth in Canada, of Economic 5 XV (1955), pp. 13-22;
Dunean McDougall, "Tmmig: , 1851.1920,* CJEPS XVII
(November, 1951), pp. 162-75; Gordon W. Bertram, "Economic Growth in
Canadian Industry, 1870-1915: The Staple Model and the Take-off
W"u’" m, nn, (w, 1%3). PPe 159.8,10

2M, H. Watkins, "A Staple Theory of Economic Growth," CJEPS,
XXIX (May, 1963), p. 155.

18



Composition of Foreign Trade

Although data for the early part of the period under study are
not completely relisble, enough is known %o give a picture of the
general magnitudes of the components of national product and foreign
trade and trends of growth.

EXPORTS AS PERCENT OF OROSS NATIONAL
PRODUCT 1851-1911/15

1851 169 10.7
1860 319 17.2
1870 Ls9 16.0
1880 581 15.1
18%0 803 12,0
1900 1,0 18.1
1901-08 5,650 18.6
1906-10 8,482 15.k
1911-15 12,178 1642

Source: Firestone, op. cit., pe 222, p. 7593 Buckley, Capital
Formation in Canada, p. 113 Year Book.

Firestone's estimates of commodity exportsl for 1851 show wood
and wood products accounting for 60 percent of the total (eight groups).
Agriculturel products made up 27 pereent of exports and animals and
animal products eontributed the other 13 percent. The three groups

lpirestone, "Canada's Foreign Trade, 1851-1900," op. cit.,
Pe 761i‘ zct reproduced hers sinece they are not directly comparable
to Tab o



accounted for 88 percent of all commodity exports.
In 1860 the picture was changed somewhat. Wood and wood pro=--
ducts had fallen to 25 percent of the total (although this group had

grown in value from $9 million to $1L million). Agricultural

CHART %
PERCENTAGE DISTRIBUTION OF EXPORTS BY CLASSES
1868-191L
100.0 T Y \ T Vet v T v T
80.0 |- ﬂ
Manufactures
70,0 | Forest Products 7
46040 |-
Fisheries
50.0 &l
Lo.0 Animals and Animal Produce
3060 ]
20,0 o]
10.0 |- Agriculture 7
| | 1 § | | ! 1 i | |

1872~ 1881- 18911+ 1902~ (11412 132 - (RARIEY
1875 1885 1895 1905 . : :

Source: Table l.
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products were the major gainer - capturing LO percent of total ex-
ports and jumping from $l million in 1851 to $16 million in 1860.
Animals snd animal produets had also made substantial gaine - going
to 20 percent of total exports and increasing in value from $2 to
$8 million, Nonferrous metals and nonmetallic minerals each grew
to $1 million in value and appear on the list for the first time.

From 1868~70 to about 1890, forest products were the largest
group among classes of exports. In terms of value, wood products
(except for two five-year periods) grew steadily. After 1876 ani-
mals and animal products grew in importance while agricultural prod-
ucts remained about the same in value. From Table 1 it is clear
that growth of exports during the period 1851-1900 centered in agri-
culture, animals-snimal products and forest produsts.’

A patisfactory disaggregstion of export values in Table 1 is
not available for the years before 1900, The volumes of domestic
production of selected major items being exported are given in
Table 2 for Canada as a whole and for Ontario and Quebec, This ine-
formation shows the preponderance of Ontarie, with significant help
from Quebec in certain cases, in the production of commodities.

Important Features of the Period

During the period 1851~1900, the majority of exports were proe

lrable 1 probably understates the value of commodity exports,
Firestone's estimates, which he gives for decadal years, are

slightly higher.



TABIE 1

EXPORTS BY CLASSES IN FIVE-YEAR AVERAGES AND FOR THE FISCAL YEARS, 1911-1k

1868- 1871~ 1876~ 1881- 1886~ 1891~ 1896~ 1901-

1906- 3037 1912 21913 190k

e 1870 1875 1860 1885 1890 1895 1900 1905 1910
($ millions) ‘ :
Animals and :

Their Prod. 9.2 13,3 1k.7 22,0 24.0 30.5 Lkh.5 62,3 56,4 52.2 L8.2 Lh.T 53.3
Fisheries 3.k beT 6.3 79 Tols 9.9 10,6 11.7 13.8 15.6 16.7 16.3 20.6
Forest Prod. 20,2 2508 18.5 &.2 22.& &.6 2805 ”09 hoo'f hs.h woa h3.2 k207
Manufactures 2.3 2.9 308 303 h-ﬂ ?.2 11.0 1902 2605 35.2 35.3 h306 570}3
Minerals 108 hol 302 301 p 302 5‘9 u.’ 3&.3 3506 hzo? h103 57011 59.0
Miseellaneous 3 ok oh 05 05 P S § I 3 ol o2 ql P 3 b §
Total 50,3 6645 66,3 81.7 78.1 96,7 132.4 195 236.9 275.3 290.2 355.7 h31.5

(percentage distribution)
Agricnltm 2600 22.7 2808 Zh.h 1902 1805 17oh 17.9 27.0 3000 3609 hzol h5a9
Animals and

Their Prod. 18.0 19.7 22.7 26.8 30.7 30,9 33.3 31.8 23.6 19,3 16,2 12.6 12.3
Fisheries 600 6.6 902 9.8 9.8 1003 803 6.1 509 508 5.8 hcs h.9
Forest Prod. h0.0 37.9 2703 2906 28.2 25.0 21.2 1609 17.3 16.!; mol 12.0 9.9
Manufactures heO bS5 6,0 3.6 5.1 7.2 8.3 9.7 109 12.7 12k 12,3 13.2
mmrlll h.O "6¢0 hos 306 501 603 10.6 17.‘3 15.2 15.7 mcl 16.0 13.7
Miscellaneous 2.0 2.6 105 22 1.9 2.1 o9 . S 3 o1 os .5 01
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100,0 100.0 100.0 100.0 100.0

Source: Derived from Table 5.
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TABIE 2

VOLUME OF DOMESTIC PRODUCTION OF SELECTED ITEMS FOR CANADA,
ONTARIO ARD QUEBEC, 1871-1801
(millions)

R A, B e e o AT R B S A T 1 s T T O Wt 7, W A R B T RO AR S S,

1871 18817 1871 1901

Agriculture:

Wheat, Barley, Oata (bushels)
Canada 70.0 119.0 142.0 229.0
Ontario k5.0 2150 8l.0 132.0
Qusbec ( ) 17.0 2h.0 22.0 39.0

Fruit - apples bushels
Canada 6.3 13.3 7.5 18.6
Ontario 5.4 Tisk 5.0 13.6
Quebee oh o8 1.0 2.0

Animals and Animal Products:e
Cattle, Sheep, Swine killed

Canada 3.5 3.5 L.o heS

Ontarie 1.7 1.8 2.2 2.8

Quebec ( ; 8 8 9 1.0
Butter pounds

W‘ 37.6 Sh.B 5505 5.3

Quebec 2h.2 30.6 30.1 18.3
Cheese (pounds)

Canada [ ho,q 301 602 -

Oﬂ“ﬂ& Boh 107 1'0 b

Quebec os 05 h.ﬁ -

Porest Products
Cubie Peet of Pine
Canada tﬁu B-S 10.5 2'3
Ontarico 16.3 k.1 7.4 30

Quebec 9.2 5.!& 1.9 1.1
Cubic Feet of Other Timber %

Canada 2641 3.5 10.5 2.3
Ontario 10.5 26.2 k.8 1.1
Quebee 108 1he3 11.b 3.6

Source: Canada Year Book, 1905.



TABLE 3
THE TEN ILEADING ITEMS OF EXPORT - CANADA, 18901920
($ millions)
e A e e S S S ey
Commodi ty 1890 1900 1910 1920
Planks and boards 17.6 22,0 33.1 75.2
Cheese 9.3 19.8 21.6 36.3
Fish 8.0 1.0.5 1501 hOQ6
Cattle 6.9 8.7 10.7 Lh6.0
Barley g.g
Timber, square .
Coal 2.4 k.S
Furs, raw 1.8
Fruits, 'hi'fl’ IPPIO' 1.0 3.3
Hair 1.0
Wheat 11.9 52,6 185.0
Moats 13.6 96.1
Gold, raw 1.l 6.0
Butteyr 501
Wheat flour 1&08 9h02
Silver ore and bullion 15.0
Copper ore and blister 6.0
Hides and skins, rew 55
Woodpulp k1.3
Sugar and products 30.6

Souree: Canada Year Book, 1540, p. 521.
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duced in the Central Provinces, especially in Ontarie. Timber prod-
uets played a dominant role at least until 1890, There was a de~
cided trend toward the further processing of raw materials,

In the early period 1870-90, the two most sige

nificant staples in rate of growth . . « and

magnitude of value added in manufacturing were

primary wood products and primary food products.

Judged by its more rapid expansion and size of

value added, it would appear that the lumber

trade continued during 1870«%0 ie be the domi-

nant nineteenth century staple.

It has been estimated that in 1870 30 percent of Canada's exe
ports were primery products,® Between 1870 and 1915 it is estimated
that the proportion of primary products being exported was L0 per-
cent of the total. The percentage was probably well above LO per-
cent during 191015,

A ranking of the ten leading items of export in Table 3 shows
planks ard boards in first place both in 1890 and 1900.° Wheat

does not appear on the list until 1500,

Charts 2-5 and Tsble )i summarize Canada's foreign trade, 1868«
191Li. The trend for all trade was steadily upward - although growth

luordm W. Bertram, “"Economic Growth in Canadian Industry,
1870-19158 The Staple Model and the Take-off Hypothesis," CJEPS,
XXIX (May, 1963), ppe 175-76.

21&4.. Pe 17&1%0
3pate on timber exports prior to 189 are incomplete but would

certainly show timber products as number one item of export for
earlier years as well,
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TABLE )

AGOREGATE EXTERNAL TRADE OF CANADA, FISCAL YFARS 1868-191)

Total = Tetsl

Value

Capita

Import

Terms of

Year Exports Imports Price Price Trade
($m) ($m) (%) %) Index Index (x/m)
1868 57.5 73k 27.07 21,78 }
1869 60.4 70.k 17.72 20.63 89.h 133.0 67.2
1870 73.5 74.8 21.29 21.66 88.4 117.6 75.2
1871 7&01 9609 21.03 27.31 93.1‘ 137.2 &01
1872 82.6 11k 22.88 30.86 95.5 5.7 65.6
1873 89.7 128.0 2h.18 3k.89 99.1 140.1 71.1
1874 89.3 128.2 23.36 33.52 101.0 132.9 76.1
1875 77.8 123.0 20.0k 31.66  105.8 135.h 78.2
1876 80.9 93.2 20.50 23.60 109.1 132.9 82.1
1377 7508 9903 }.8090 &315 9801 m.! 8203
1878 79.3 93.0 19kl 22.82  100.9 113.5 88.9
1879 1.k 81.9 17.2l 19.77 91.6 10k.h 87.8
1330 ”09 86.‘ 20.85 20052 93.8 Iw,h 85 7
1881 98,2 105.3 22.67 2}.29 9745 113.3 86.1
1882 102.1 119.h 23.30 27.2h 107.2 117.h 91.3
1883 89.0 132.2 22.13 29.8L 109.6 117.8 93.1
188L 91k 116.3 20.39 25.96  10h.8 11h.3 91.7
1885 89.2 108.9 19.67 2h.01 99.2 107.3 92.5
1886 85.2 10k.h N 22,77 96.1 101.5 k7
1887 89.5 112.8 19.31 2h.35 9643 97.7 98.6
1888 90.2 110.8 19.25 23.67 101.6 95.9 106.0
1889 81.1 115.2 18.83 24,33 101.3 102.1 99.2
1890 96.7 121.8 20.20 . 103.5 102.h 101.1

82



1891

1892 113.9
1893 118.5
189} 117.5
1895 113.6
1896 121.0
1897 137.9
1898 16k.1
1899 158.8
1900 191.8
1501 196.4
1902 211.6
1503 225.8
190k 213.5
1905 203.3
1906 256.5
1907 205,.2
1508 280,0
1909 261.5
1910 301.3
1911 297.1
1912 3153
1913 393.2
191k L7849

Note:

For the price indexes 1900 = 100,

Sources:

20432
2331
24,02
23.58
22,
23.79
26.83
31.57
30.31
364,05
36.37
38,26
39.81
36.66
33.93
h1.58
32.57
13,2
39.06
13.57
h1.52
he.23

50.69
59.32

10L.0
103.0
100.7

93.1
0.9

10kL.2
97.8
9643
93.7
85.3
87.9
83.8
88.8
89.6
100,0
9h.0
92.2
95.7
92.7
97.8
108.7
115.6
96.8
97.1
102.3
101.1
108.0
109.7

Aggregate trade includes \he exports and imperts of coin and bullion,

99.8
105.3
104.6
107.8

105.9
108.5
109.2
10645
100,0
108.1
112.0
109.7
111.1
110.6
103.1
103.7
126.2
126.7
122,1
122.6
119.6
11h.9

Canada Year Book, 1915, pp. 251523 J. A. Stovel, Canada in the World

?ﬁ, p. 97, for series =1900; and A. K. Cairncross, Home and Foreign Invest=-
'3 BW-WJ Pe 61’ for series 1900-1913.
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TABLE 5

VALUES OF EXPORTS FROM CAMADA TO UNIYED KINGDOM, UNITED STATES, AND TO OTHER
COUNTRIES BY CLASSES OF MERCHANDISE THE PRODUCE OF CANADA IN FIVE-YEAR
AVERAGES AND FOR THE FISCAL YEARS 1911-1h

($ millions)

Mive | ~ Agricultural Produce Animals and Their Produce
Averages U.K. U.S. OCther Totals| U.K. U.8. Other Totals

1868-1870 he3 7.8 6 12.9 3. 5.3 b 9.2
1671-1875 66 1.4 £  15.0 67 6a o 13
1876-1880 5 &4 3 WAl N M S N
18811885 9 N3 13 Bk | Ba ) S 220
1886-1890 5.7 8.7 o8 18| 15 6.9 5 240
13? }v‘l&’s 11.7 h -k 2}@ 18.2 26.2 ’ 06 06 39.5
1896~1900 B.1 1.9 2 231 | 39.h kS &  hh.S
1901~-1905 B 38 5 BT | ST S L3 &)
1906-1910 | 515 he6 7.4 63.6 | 4T. 7.8 1.1 56.h

1911 6l.3 10.3 10.8 82.6 40.6  10.0 1.5 52,2
1912 8.8 1.6 13.6 107.1 36.9 9.8 L.k h8.2
1913 106.5 27.2 163 150.1 30.3 12,8 1.5 bhe7

191, 6.2 32,5 19.4 198.2 26,7  22.7 1.8 53.3



Fisheries Produce Forest Produce
1868-1870 2 9 2.1 3.k 10.3 8.0 1.7 20.2
1871-1875 1 1.2 2.9 he? 13.8 9.k 2.5 25.8
1876-1880 1.0 1.7 3.5 6.3 12,0 k.9 1.6 18.5
1881-1885 1.8 20 3. 7.9 2. 9.5 2.1 2k.2
1886-1890 1.7 2.8 2.8 7.k 10.7 9.9 1.7 22.h
18911895 3.3 3. 3.2 9.9 10.5 12.5 1.k 2L.6
1896-1900 L.2 3.2 3.1 10.6 1h.5 12.2 1.7 28.5
1901-1905 3.6 kel 367 11.7 k.7 15.5 2.7 32.9
1906-1910 k.1 ok 5e2 13.8 1.k 20.h 3.8 ko.7
1911 h.h b9 6.2 15.6 11.9 28.7 ko6 LS.k
1912 5.1 5.3 6.1 16.7 10.9 254 bk ho,8
1913 3.9 3.7 6.6 16.3 10.1 29.9 3.1 h3.2
191h 7.0 6.8 6.7 20.6 10.6 29.3 2.8 h2.7
Manufsctures Mineral Produce
1868-1870 1.1 8 o3 2.3 N3 1.0 o1 1.8
1871-1875 1.2 1.2 oh 2.9 o5 3.3 o2 kel
1876-1380 1.9 1.0 8 3.8 oh 2.6 ol 3.2
188151885 103 1)3 06 363 03 205 02 3.1
1886-1890 1.5 1.7 «8 L0 5 3.h 2 he2
1851-1395 2.6 3.0 1.6 7.2 ol S.1 o3 59
1696-1900 beb 3.5 2.8 11.0 2 13.6 o 1k.3
1901=-1905 6.6 6.9 5.5 19.2 o7 32.3 1.2 3he3
1906-1910 6.8 11.h 8.2 2645 2.1 31.3 2.0 35.6
1911 6.9 16.5 11.7 35.2 &7 33.1 2.9 h2.7
1912 6.8 16.3 1256 35.8 5.5 33.2 2.5 Lkl.3
1913 7.1 21.3 15.2 L3.6 12.0 L2.5 2.8 57.h
191k 8.5 30.3 18.h 57.h 16.0 39.h 3.5 59.0

1€



Miscellaneous Produce Total Value of Exports
1853-1370 001 03 'm 03 m" ”SJL 505 5003
1871-1875 Ol o3 .02 ob 29.6 29.2 7.6 66.5
1876-1880 <03 3 +00 ok 3h.0 2h.3 7.9 6643
1&1“1885 093 05 .w os 39.1 ﬁoé 709 81-7
1886-1890 oOh 5 «00 5 36.8 3h.1 Tl 78.1
18911895 +01 .05 «00 07 55.0 32.3 9.3 96,7
1896-1900 03 +06 «00 ol 81.3 39.1 11.8 132.k
1901-1905 02 «03 «00 06 106.9 67.9 20.5 195.k
19“‘1’10 003 003 .01 ow 123-6 3502 2800 2}609
1911 02 2 01 o2 132.1 10k.1 38.0 27h.3
1912 A &5 M 1 | U7.2 202.0 ko9  290.2
1913 +01 +08 «00 +09 170.1 139.7 k5.8 355.7
191k .02 .09 «00 ol 215.2 163.3 52.9 L31.5

Note: Statistics are exclusive of coin and bullien, and of exports to the
United States estimated “short® for the years 1868-1900. Rows may not total due

to rounding.
Source: Canada Year Book, 1915, pp. 258-60.



U.K. .S, Other Totals UK. U.Se Other “Tetals
1868 17.9 22.3 5.2 k5.5 | 37.6 22.6 6.8 67.0
1869 20.4 23.6 5.1 h9.3 35.L 21.k 6.1 63.1
1871 21,7 26.7 6.7 55.1 | 8.k 27.1 8.5 8lsa2
1872 25.2 29.9 1.7 62.9 | 62.2 33.7 9.0 10L.9
1873 31k 33.h 8.k 73.2 | 67.9 5.1 1.3 125
187h 35.7 30.3 7.7 73.9 | 61. S1.7 10.0 123,1
1875 3k.1 25.6 7.6 67.4 | 60.0 L8.9 8.k 117.h
1876 3&03 ﬂoh 3.0 690 M-& hh-O 799 9205
1877 35.4 22.1 8.2 65.8 | 39.3 k9.3 5ok 9kl
1878 35.8 22,1 7.7 65.7 | 37.2 k8.0 5el 90.3
1879 29.3 23.1 7.5 60.0 30.9 k2.1 5e5 78.7
1880 35.2 26.7 8.1 T70.0 33.7 28.1 T+9 69.9
1881 h2.6 31.0 Te2 80.9 | L2.8 36.3 11.2 90.k
1882 39.8 k1.6 8.5 90,0 50.3 k7.0 13.7 111.1
1883 39.5 36.0 8.6 8h.2 | 31, 55.1 15.0 121.8
188}, 37.h4 31.6 8.0 77.1 | Ll.9 b9.7 .2 105.9
1885 36. 32.6 7.0 76.1 | k0.0 k5.5 1.1 9947
1886 36.6 31.5 6.7 The9 39.0 k2.8 1.1 959
1887 38.7 32.2 6.9 779 | Lhe7 bh.7 15.5 10541
1888 33.6 37.3 7.3 78.2 | 39.1 L6.4 15.0 100.6

€€



3305 360& 702 7702 52.2 5090 16.8 109.6

bk 33.2 7.5 82.3| L3.2 51,3 17.0 111.6
k3.2 3h.8 7.6 85.7 | k2.0 52,0 17.k 11,5
5he9 31.3 9ely 1@; k1.0 51.7 22.3 5.1
58.h 33.8 9.7 2.0 k2.5 52-3 20.3 115.1
60.8 29.2 104 100.5 37.0 50.7 21.2 109.0
57.9 32.3 9.3 99.5 31.0 50.1 15.4 100.6
3h.h 9.2 106.3 32.8 53.5 19,0 105.3

69.5 39.7 10.k i19.6 29.k 57.0 20.1 106.6
93-0 3&.3 12. h 13909 3200 7&.8 oh 126.3
85.1 3k.7 12.9 132.8 36.9 880& 23.9 5.5
965 52.5 Uik 163.{ Lh.2 102.0 26.1 172.5
9208 67.9 1605 1"0 5208 107.1 27-7 177.7
109.3 66.5 20.1 196.0 | k9.0 12h.7 32,7 196.4
125,1 67.7 21.L 21h.L 58.7 128.7 37.2 22,8
110.1 66.8 21.h 198.k | 61.7 3.0 38.8 243.5

127.4 83.5 2l 235.h % 168, Bs.2 283.2
98.6 62.2 19.5 180.5 | 6l 1,8.5 36.7 2497

126.1 90.8 29.9 26,9 | 9h.k 20k.6 52.8 351.8
126.3 85.3 30.8 242.6| 70.6 170.0 k7.4 288.2
139.h 10k.1 35.5 279.2| 95.3 217.5 56.9 369.8
132.1 10k.1 38.0 27h.3 | 109.9 274.8 66.9 k51.7
147.2 102.0 40.9 290.2 | 116.9 330.4 7h.1 521.4
170.1 139.7 k5.8 355.7 | 138.7 k35.7 95.5 670.0

215.2 163.3 52.9 431.5 | 131.9 395.5 90.8 618.3

8For nine months oniy.
Note: Exeluding ecoin and bullion.
Source:s Canada Year Book, 1913, pp. 228-30.
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was not as rapid as after 1900, Fluctuations in exports were less
severe than for imports, especially in the 1870s and 1880s. The
steady improvement in the terms of trade (the index of expert prices
divided by the index of import prices) is shown in Chart 3. The
index of export prices rose generally from 1869 to 19003 but the
import price index fell considerably more, thereby bringing about
steady improvement for Canada., World demand for staple products
was rising generally throughout the period 1851~1900. The Eurcpean
eountries and the United States were rapidly industrializing. Bee
tween 1870 and 1913 world manufasturing activity increased more than
fourfold.) As they diverted capitel and labor away from agriculs
tural production to industrial production, their demand for agricul=
tural imports grew. At the same time, the prices of manufactured
goods was falling as industrial production realized the benefits of
economies of scale and ineressing specialization.? Aecording to Pro-
fessor Ashworth:

In the fifteen years from 1890 trade in primary

Thst in namafactared o008, Sepecially in the

ﬁ?ﬁ; 8, while from sbout 1905 the reverse

Per capita value of Canada's exports doubled between 1868 and

23@ Table A~B, appendix.
3ashworth, ibid., p. 165



1900 from $17 to £36 while imports per capita almost doubled - going
from $22 to ”6|

Demand For Canada's Exports

Canada's foreign trade was largely with the United Kingdom and
the United States. In 1868 Canada's commodity debit trade balance
was about $20 million. Canada's trade balance was passive until
1895, The debit balance had grown progressively smaller especially
after 1860, After 1891 Canada consistently had a credit trade bal-
ance with Great Pritain. The opposite obtained between Canada and
the United States. This set of eircumstances enabled a triangular
adjustment of the balance of indebtedness.

' The changes in demand for Canadian produce were significant
(Table 5)« In the 1870s and 1880s the United States bought more
than half of Canada's agricultural exports. After 1850 the pat=
tern changed. United States demand was being inermingly met from
growing domestie production. The United States farm was becoming
more highly mechanized and efficient., The British economy was ex-
panding steel and textile production while importing more of its
food, GCreat Britain was also the major market for Canadian exports
of animals and animal products after 1880.

British demand for Canadian forest products rose slightly in
the late 1800s and then settled back to a level of about $10 million
by 191k while United States demand was growing rapidly between 1850
and 191h. The eastern supplies of pine timber in the United States
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were depleted by 1900 and consequently the United States turned to
Canada as a major source of lumber and wood products. The increase
in exports of manufactures to the United States was due to increased
United States demand for pulp and paper which grew rapidly after
1900,

Fore Investment

Foreign capital was attracted into Canada to a large extent
by railroad building. During the 1850s Canada experienced its first
railroad building boom which attracted a good deal of foreign capi-
tal.l

All the concomitants of a boom were present: labor and mate-
rials scareity, rapid urban growth and rising land values. The
government participated freely in raising capital abroad - a pate
tern which became standerd in Canada. The years 1857-58 were hit
by crisis as the result of a poor harvest in 1857. Depression ensued.
There was little borrowing abroad umtil Confederation. From 1867 to
1900, however, there was sustained growth and a consolidation of
gains made in the 1850s. According to Penelope Hartland, "The real
capital formetion of the 1850s, however, provided the foundation for

1§, ¢. Pentland's estimate places the amount at §100 million.
P. G. uu'tland indicates the total was considerably greater. See
"The Role of Capital in Canadian Economic Development
Betere 15755 GJEPS, IVE (Novesber, 1950), pp. W6k<65); Hartiand,

220 eit.’ Pe uo



TABLE 7

NET INFLOW OF FOREIGN CAPITAL, 1868-72 70 191k
($ million per callender year or annual
average; = sign indicates

net outflow)
W
Net Inflow of Net Inflow of

Toar Foreign Cepitels | Ye&r Foreign Capitel®
1868-72 16.5 1892-94 33.0
186973 21.7 1693-97 26.7
1870-7h 29.9 189498 23.7
1871=75 3he3 1895-99 22.7
1872-76 3ke2 1896~00 2kl
1873-77 32.0 1897-01 23.7
W?h-?ﬁ 290@ 1398-@2 2700
1875-79 22.7 1900 35.8
1876-~80 18.2 1901 19.2
1877-81 17.5 1902 26.L
1878-82 19.6 1903 9.2
1879-83 23.h 190k 0.2
1880-8L 28.4 1505 81.8
188185 33.7 1906 109.)
1882-86 37-§ 1907 183.0
%—8? 39. 1908 122.5

-88 40.0 1905 7.7
1885-89 h2.6 1910 23k
1886-90 k5.2 1911 337.9
1588"‘92 56'6 1913 ha{]ok
1889-93 b5.3 1914 290.0

8Net Inflow of Poreign Capital = Net Debit of Current Aecount
Balance.

Source: P.G. Hartland, "Canadian Balance of Payments Jince
1868, _ﬂl, P T8,



the subsequent increases in output and pmductivity."l

Estimates of the net inflow of foreign capital are available
far the years since Confederation. As Tatle 7 shows, there was a
growing inflow of foreign capital following Confederation which
was attracted by a small rail building boom inthe early 1870s, Dur-
ing the late seventies the pace slackened. As a resuli of the re-
newed efforts on the part of the goverrment, the transcontinental
railroad was compleved in 1665-86, Foreign capital inflow swelled
in volume during the next twelve years (i.e., from 1880 on) going
from $23 million in 1879 to a high of 47 million in 1888, During
the mineties the inflow gredually diminished. The next great up=
swing came, of course, during the wheat boom after the turn of the

centurys

Sources and Application of Foreign Capital

The estimates of foreignapital inflow into Canada were derived
using two different methods, as shown in the table, and are in sur-
prising agreement. However, these should be viewed as “minimum"
amounts rather than averages. Distributing inflows of forelgn capi=
tal according to type, public issues fleated msinly in Great Rritain

amounted to $789 million, United States direet and private investments

came to $191 million, British direct and private investments added
another $90 million and the investments by all other countries

]‘EMM’ ibid., p. uo
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{principally Western Europe) accounted for the remaining 3% millirm.l

 ESTIMATES OF FOREIGN CAPITAL IN CANADA, 1868-1899

Direct Estimate Balance of Payments

Period : Estimate
“m) (%) (
186879 238.8 22 281.3 26
188089 LSk.3 L1 38k.3 36
1890-99 323 31 1005 38
1,105.k 100 1,066,0 100

Source: Hartland, Irends in the American Economy, p. ThO.

It has been estimated there was a total of §200 million of
foreign capital in Canada before Confederation.® (British invest-
ments 70 in provincial bonds, 99 in railroads and 25 other; Umited
Statés: 15 chiefly in lumber and mines). The total foreign capi-
tal invested in Canada before 1900 totals about $1.3 billions, accord=
ing to the above estimates.

The first incentive to foreign investment in Canada (i.e., since
1850) was the building of the railroads. The largest portion of
capital invested in railroads was British, The retuwrn on capital wes
falling during the seventies and eighties in the industrial nations,.
The situation in Britain 1: indicated by the following figures:

lHartland, Trends in the American Economy, p. 7hO.
2Ibidog Phoe 7“1’1&20
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Rates on Yield on Index of Index of
Bankers' Consols fixed=- Industrial
Best 3= percent interest Securities
Months! securities Prices
Bills prices
(1900 = 100)
1873 he70 3.2h 81.5 8L.3
1879 2.1k 3.08 85.5 58.0
1863 3.22 2.9 91.5 61.8
1886 2.33 2.97 93.0 58.7

Sources Rostow, British Economy of the Nineteenth
Gmbg!, Pe 68,

During these years of expansion in Canada, there was a demand for
additional eapital. The financing for the Cansdian Pacific Railway
was well-arranged with the Dominion government guaranteeing lom,v :
The expectation of a good rate of return made the railroad a desir-
able investment to the British invester who faced, falling ylelds
'lt; home.

United States investment went inereasingly into branch com-
panies as the processing of Canada's raw materials was expanded
and new resources such as minerals began to be exploited,

The Transfer Mechanism

The period of the 1870s and the 1880s was one of falling prices
in Canada and throughout the world. However Canada's prices did not
fall as much as world prices. During these decades there was also
more emigration from Cansda than immigration into the country - due
to more favorable employment opportunities in the United States.

L1



It has been estimated that gross foreign capital inflow was
30 percent of domestic gross investment in 1870 and about 25 per-
ecent of DGI in 1900.1

The data are not sufficiently good to attempt a rigorous
examination and verification of the transfer mechanism for this
period. Caneda was on the gold standard but the classical theory .
negleets changes in income and spending and their effects on the bal=-
ance of payments,?

It seems likely that a good portion of the loans made by Brit-
ish investors to Canada was spent directly in CGreat Britain for
capital goods for railroad building and for the manufacturing indus-
tries. A growing amount was also used to service loans., For these
the transfer was automatic, The funds transferred to Canada went
largely into railroad eonstruction and manufacturing enterprises and,
therefore, induced considerable domestic investment and expend. ture.
Residential construction estimates bear this out. Gross residentisl
capital formation was $69 million in 1872, reached a high of $95
million in 1873 -~ the last year of the 1872-73 railroad boom --
gradually declined to a level of about $30 million annually during
the 1800s, and still lower dwring the 1850s,’

The construction activity increased demand for labor and materials

]BMD Mo‘ Pe 718’19.

%Charles P. Kindleberger, International Economics. Homewood,
Illinoist Richard D. Irwin, 1950 (Rev. Ed.) T8 TP,

35ee Table 18,

5
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and raised wages, It is genmerally assumed that the marginal pro-
pensity to import was high for Canada during this periéd since the
major imporis were eapital goods and manufactures; ‘amd the Cana=
dians enjoyed a high standard of living, Therefore, a good part of
ther eal transfer of the funds sold to Canadian banks was brought
about in this fashion, ;

Another part of the real transfer was effected via the United
States with Canadians transferring a part of thelr British loans
to the United States to be used to pay for additional imports from
the United States,

Growth of Gross National Product

The first years following Confederation were generally pros~
perous for Canada. Plans for extending the railroads across the
continent were made and construction begun. The "Paciflic affair%
which broke into the open in 1872 caused ¢ollapse of most of these
plans,

The period 1873~1896 was a time of economic decline and depres-
gion for the world economy. Canada was affected to some degree by
world economic conditions, but the Canadian economy aontim to
grow, During this time Canada's terms of trade began improving
as the prices of manufactured goods fell and prices of mw materials

rose in the world mketa.l

lvsble 4-8, appendix.



Between 1870 and 1890 Canada's manufacturing output mere than
doubleds’ Manufacturing in Quebec and Ontario prospered in the
face of falling prices because of (1) inecreasing returns as the
plants were able to enlarge and (2) declining transportation costs.

The Key Role of Staples

Table 8 cmm estimated growth rates of primary, secondary
and total manufacturing,” Total menufacturing grew faster for the
period 1880~90 than for 187080, The rapid increase in primary manu~
facturing was the source of this growth, |

Considerable g&,éwth was taking place in the processing of the
staples.? Food prodmu processed in 1871 amounted to $57 million,
In 1881 this had um to $75 million and in 1891 was $109 million.
By 1901 the value ef food products manufactured was §125 million.
Expansion in the processing of forest products was not as great as
for food products but was nevertheless substantial, Timber and lume
ber products mamufactured in 1871 amounted to $L1 million, in 1881
$55 million and in 1891 totaled $86 million. Manufactured timber and

11’11‘0!‘50130. ﬂ,q ‘1". Ps 219.

2Bertram, op. cite, P 168, gives these definitionss Primary
manufacturing means “operations where relatively minor processing

of domestic resources is required and production is from natural re-
source materials for sale mainly in export markets." Secondary manu-
facturing is "characterized by a higher degree of processing,

greater dependence upon domestic markets, and reliance on both
foreign and domestic inputs.® Primary products have a competitive
advantage vis-a-vis secondary products in intermational trade.

3Canada Year Book, 1905, pp. 120=33,




lumber products declined to $80 million in 1901, This strongly indi-
cates that staples played the key role in growth of Canada's econo~
ny during this period., Secondary manufacturing grew at a slower rate
1880-90 than during the preceding decade. OCrowth for all manufac-
turing slowed during the 1890s. The index in Table 9 indicates there
were no abrupt changes before 1500,

Another factor which contributed to growth during the 1880s was
the completion of the transcontinental railroad in 1885-86, Between
1881 and 1891, 6,500 miles of new railroad track were built and capi-
tal investment in railroads jumped from $28L.L million in 1881 to
$632 million by 1891.%

Rates of Growth in Gross National Product

Estimates of Gross National Product for ten-year periods between
1851 and 1900 show the economy growing steadily. During the nine-
year period, 1851-1860, the economy grew an estimated l3 percent or
from $106 mllion to $562 million,? Between 1860 and 1870 the pace
slackened and the economy grew an estimated 31 percent., The decade
1870 to 1880 was slower still. There were setbacks in huilding the
railroads, especially in securing financing. The total growth was
only 28.5 percent,

Growth during the 1880s indicates more favorable conditions.

lrables A=l and A5, appendix.

23ce Table 13. Exposition is based on GNP in 1935-39
dollars.



TABLE 8

GROWTH RATES OF GROSS VALUE OF MANUFACTURING OUTPUT IN CONSTANT
1935-39 DOLIARS, TOTAL PRIMARY AND SECONDARY MANUFACTURING,
SELECTED YEARS, 1870-1919

(compound annual rete)
e
Total Primery Secondary
Period Manufaeturing Manufacturing Mamufacturing
18?0-80 hoh 3-6 500
1880=-90 L8 koo " §
1890-19008 2.k 3.k 2.0
1900-102 6.0 5.0 6.2
1910-19 1.9 2.7 2.2

aAll firms adjusted plus correction factor.

Source: Gordon W. Bertram, "Economic Growth in Canadian
Imtmy, 1870-1915: The Staple Model and the Take-0Off Hypothesis,"
CJEPS, XXIX (May, 1963), p. 170.



TABLE 9

GROSS VALUE OF PRODUCTION, PRIMARY, SECONDARY AND TOTAL MANUFACTURING
INDUSTRIES (STANDARD INDUSTRIAL CIASSIFICATION OF 1948)
SELECTED YEARS, 1870-1515

($ millions) !

Seconda (1935-
m m“kﬁ% Turrent Constant 1939

= 100)
18708 81,691 102,370 137,53k 172,348 219,225 27h,78  79.8
1880 102,993 3,hldk  200,k97 279,2kh  303,k90 122,688  71.8
1890 156,529 233,277 296,05k Lkl1,213 152,583  67h,490 67.1
1900P 199,300 319,380 335,300 537,320 534,600 856,700  62.k
19100 k29,170 56,700 769,630 980,400 1,198,800 1,527,200  78.5
1915¢ hoh,000 538,130 851,700 927,770 1,3Lk5,700 1,465,900 91.8

8Includes estimate for P.E. Island. DALl firms adjusted plus correction factor. CFirms of
over $2500 plus correction factor.

Source: Gordon W. Bertram, op. cit., p. 169.
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For this decade the GNP grew by 38 percent., The first transconti=- '
nental railroad was completed in 1885-86 and manufacturing cone
tinued to expand, For the decade 1890~1900 the growth rate was ale
most the same - 37.4 percent, Overall growth in GNP from 1851 to
1500 was 362 percent., Gains in GNP per eapita and per worker -
1851 to 1900 - were 113 and 78.9 percent respectively.

The implicit price index (Table 10) indicates that over the
period 185170 there was an annual increase in prices of 1,96 per=
cents From 18701900 there was a total decline of 6 percent or
«22 percent anmually (compound rates). The overall net effect,

therefore, was a 35 percent increase - or .62 percent per annum

Another view of the 1851«1900 period can be obtained from the
relative changes in value added by industry. Table 11 shows agrie
culture suffered a relative decline of almost six percent, manu-
facturing increased a modest 2.5 percent from 18,3 to 20.8, cone
struction remsined unchanged, forest industries declined by 8.7 per-
em = from 13,6 t0 L.9 = and services expanded from 18.9 to 29.L

pereent, for the largest change. Growth in the services sector =~

reflect the changesin transportation, trede, finance and personal
and professional services which were expanding rapidly.

This trend toword growth in the services sector is paralleled
by the expansion of consumer goods industries. Comparing ten
leading industries in 1651, 1870, 1890 ard 1900, one finds

L8



TABLE 10

GROSS NATIONAL PRODUCT, IN CURRENT AND 1935-39 DOLIARS,
AND IMPLICIT PRICE TNDEX, SELECTED YEARS

(dollar figures in millions)

1860 1870

1851 1880 1890 1900

Total:

Current dollars 169 319 459 581 803 1,057

1935-39 dollars h06 582 7& 982 1’366 10377
Implieit price index

(1935-39 = 100) k1.6 Sh.8 60.1 59.2 58.8 5643
Per eapitas

Current dollars 68 98 128 135 167 197

1935«39 dollars 164 178 203 228 283 350
Per person working:

Current dollars 2k 335 k1o L33 505 592

193539 dollars 588 611 683 731 859 1,052

_ , THCREASE IN GROSS NATIONAL PRODUCT
IN 1925-39 DOLIARS, SELECTED PERIODS

Total:
Over p.riod 8802 7808
Annual average® 3.38 2.95
Fer ecapitas
Annual average® 1.26 1.55
Per person workings
Over period 16.8 25.8
Annual !ﬂrlg" 0077 1.11

.‘CWOIIM rates.

Source: Firestone, op. eit., pp. 222-23.
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TABLE 11

VALUE ADDED, BY INDUSTRY, SELECTED YEARS, 1851«1900
(dollar figures in millions)

1851 1860 1870 1880 18%0 1900

{current dollars)
Primapy industries:

Agriculture sk 122 153 186 217 282
Fishing and Trapping 1 3 : 11 13 17
Mining 1 2 6 n 35
Forest Operations 23 33 hh 50 53 52

Total 79 160 206 253 29k 386

Secondary industries: ;

Manufaeturing 3 48 87 110 189 223
Construction 7 13 1) 22 %1 hl

Total 38 61 101 132 226 26l

Service or tertiary : ;
industries 32 63 96 130 214 3u

Total, all dndustries 19 284 k03 515 73k 94
Adjustmentd 20 35 56 66 69 96
Gross National Produet 169 39 k9 561 803 1,057
(pereent based on eurrent dollars)

industries: ;
Agrllml‘bm 32,0 3802 3303 32.0 27.0 26s7
Pish and ﬁ'&ppias 606 1.0 ¥ § 109 1.6 1.6

{ m 006 Qa6 0.9 1.0 1oh 3.3
Forest Operations

13‘0 : lock 9i6 806 606 h.?

Total h6.8 = 50.2 Lk  b3.5 36.6  36.5
Manufacturing 18.3 15.0 19.0 18.9 2345 20,8
Construction hoz kel 3.0 303 }306 L2
Total 2.5 19,1 22,0 227 @281 5.0
Service or tertiary 18.9 19.7 20.9 22.4 26,7 29.4

Total, all industries 88.2 89.0 87.8 88.6 91.4 90.9

aComprises rent, indirect taxes less subsidies, plus net invest-
ment income.

Souree: Firestone, op. cit., p. 225.



TABLE 12

TEN LEADING INDUSTRIES, BY VALUE OF OUTPUT, SELECTED YEARS
(dollar figures in millions)

51

Gross Value Groses Value
of Production of Production
(% of (% of
($) Total) (§) Total)
18512 1890
Flour and Grist Log Products sk 11.5
Mill Products 24 31.1 | Flour and Grist
Log Products 10 13.0 Mill Products 52 1l.1
Shipbuilding 7 9.1 | Clothing 3k 7.2
Boots and Shoes g 6.5 | Boots and Shoes 19 L0
Carding, Pulling Foundry Products 17 3.6
and Woollens b 5.2 | Bread, Biscuits
Tanned Leather 2 2.6 and Confection, 15 3.2
Carriages and Lumber Producte 15 3.2
Wagons 2 2.6 | Refined Sugar 12 2.6
Aleoholic Beverages 1 1.3 | Tanned Leather 12 2.6
Foundry Products 1 1.3 | Butter and Cheese 11 2.3
Total 57 7h4.0 Total 2h1 51.3
Total, A1l Mfg. 77 100.0 Total, All Mfg. k70 100.0
18702 1900
FPlour and Grist Log Products 59 10.1
Mill Products 39 17.6 | Flour and Grist
log Products 31 .0 Mill Products 5k 9e3
Boote and Shoes 16 7.2 | Butter and Cheese 29 5.0
Clothing 12 oli | Boots and Shoes 28 L8
Tanned Leather 9 el | Clothing 22 3.8
Foundry Products 7 3.1 Bread, Biscuits
Aleoholic Beverages 6 2.7 and Confection. 21 3.6
Woolen Goods 6 2.7 Foundry Products 16 2.7
Carriages and Tanned leather 1 2.4
Shipbuilding h 1.8
Total 135  60.8 Total 286 L9.0
Total, All Mfg. 222 100.0 Total, All Mfg. 58k  100.0

&For four provinces only.

Source:

0.d. mm’ "Canada's m’ 1850-1900,' m, Pe 237.
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shipbuilding disappears after 1870 as wooden ships were replaced by
iron ships. Log products gained substantially and ranked first by
1900, Newcomer to the list in 1900 was slaughtering and meat packing.
Bread, biscuits and confectionery was a major item already by 1890
and butter and cheese were fourth in value in 1900, Flour and grist
mill products, which led the list in 1851 and 1870, dropped to
second place thereafter. (Table 12), If the industries listed in
Table 12 are divided on the basis of North's classification’ of manue
facturing -- i.e., materials-oriented, services to export industries,
residentiary and footloose ~= there is a significant decline in the
relative importance of materials-oriented industries. Flour and logs
production made up Ll perecent of total manufacturing in 1851. The
percentage for materials-oriented industries to 2 percent in 1870,
28 percent in 1890 and 2L percent in 1900, Services to export
industries (foundry products) changed from one percent in 1851 to
three percent in 1870, four percent in 1890 and three percent in
1500, Production for local consumption was 20 percent of total manu-
facturing in 1851, 2k percent in 1870, 20 percent in 1890 and 17 per-
cent in 1900,

Two comments may be made about this distribution, The value
of the ten commodities in Table 12 for four selected years as a
percentage of the total value of manufacturing output dropped from
74 percent in 1851 to L9 percent in 1900. The number of products

lnmmt C. North, "Location Theory & Regional Economic
er‘bh," 2. ﬁ-t.. p. 253.



being manufactured increased rapidly during the peried 1851 to
1900 (partly by transfer of production from home to factory).
Secondly the distribution of manufacturing among the categories
listed is not very precise and is suggestive only.

Population Growth

Between 1851 and 1861 the population grew by 33 percent from
2.1y million to 3.2 million, Immigration figures for this ten year
period are 209,000 people while emigration is placed at 86,000,
During the 1860s population increased by 15.6 percenty immigration
fell to 186,000 persons and emigration ruo to 376,000, The upsurge
in emigration followed the crisis of 1557*%3 which was precipitated
by the poor harvest of 1857. The éqrnus.m which followed lasted
until well into the 1860s. .

Canedian population grew by 16 percent during the 1870s,

There was & small railroad building boom (emding in 1873) which
attracted additional immigrants. By 1870 the trend of immigration
was upward » reaching its high peint in the 1880s but holding at

@ high level until 1891, However, Canada continued to lose more
people mgh emigration than were gained by immigration until 1900,
In the 1880s and nineties population growth was a little more than
11 percent per decade, The rapid economic expansion ;rhich occurred

1&11 migration figures include perscns 10 years and older only.
See Table 13 for alternative migration estimates. Exposition is
based on Keyfitz's estimates shown in parentheses.
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CHART 6

CANADIAN POPULAT%ON ?ROWTH 1851-1956
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Source: Canada Year Book.




TABIE 13

POPULATION BAIANCE SHEET FOR CANADA, BY DECADES, 1851-1921
(thousands of persons, 10 years of age and over)

Natural

Population Increase Migration Population Immdgration Emigration

Start of During During End of During During

Decade Decade Decade Decade Decade Decade
1851-1861 1,639 ws?os 15k (123; 2,258 486 §299) 332 (86)
1861~-1871 2,258 543(563 «170(~191 2,630 266 (186) L36 (376)
. 1871-1881 2,630 575{619 - ho(- 85) 3,16k 253 (353) 293 (L38)
1881-1891 3,16k 617(669 -:5&5-295) 3,628 L8 (903) ém(l.loc;
1891-1901 3,628 595(694; =115(~ ; k,107(k,101 2hy (326) 364 (so7
1901-1911 k,107(L,101) 6315711 794 (715 5,552(5,528) 1,121(1,782) 317(1,066)
1911-1921 5,532(5,528) 916) 306 (233) 6,679(6,677) 1:373(19592; 1,067 (360;
1921-1931 6,679(6,677) 1,348(1,389) 2 (103) 8,169 - (1,198) - (1,095

#Includes 120,000 additional deaths due to First World War.

Note: Figures in brackets are from Keyfits, "Canadian Population," Table L, p. 51. The
differences in the total population figures results from the faet that for the years 1901-31 we
used the figures in 1951 Census, I, Table 19, while Keyfitz used 19k1, Census, II, Table Ll.

Source: Duncan M. McDougall, ops eit., pp. 162-75.
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TABLE 14
IMMIGRANT ARRIVALS IN CANADA, CALENDAR YEARS 1852-1959




TABLE 15

NUMBER OF HOMESTEAD ENTRIES, 187L-1933

Humber Number Humber
Year s Year of Year of
Entries Entries Entries
1874 1,376 | 189k B.ﬁ 191k 31,829
1875 L99 2,39 1915 s
1876 347 1896 1,857 1916 17,030
1877 845 1897 - 2,30L 1917 11,199
1878 1,788 1898 b, 848 1918 8,319
1879 L,068 | 1899 6,689 | 1919 4,227
1860 2,07h 1900 7,426 1920 6,732
1881 2,753 1901 8,167 1921 5,389
1862 7,483 | 1902 1h,633 1922 T93k9
s 063 1903 31,383 1923 533
2 BB BB 8
¢ ] f ] . ]
1886 2,655 | 1906 +869 1926 L,685
1887 2,036 | 1907 21,647 | 1927 5,760
1888 2,655 | 1908 30,42k | 1928 75233
1889 b16 1909 39,081 1929 s 157
1890 2,955 | 1910 2568 | 1930 17,504
1891 2523 | 1911 Lli,k79 | 1931 15,133
1892 »840 | 1912 39,151 | 1932 8,108
1893 k4,067 1913 33,699 1933 5,215




following 1900 is reflected in the population growth rate which went
up to 3l percent for the period 1900«1l, Immigration also increased
rapidly, More than 1.7 million people entered the country during the
decennial period 1901-11, Neb migration became positive again for
the first time since the 1850s.

Prairie Population Growth

The first official census figures for prairie population are
given for 1871, Manitoba had 25,000 people and the Alberta-Saskatche-
wan area (which was still part of the Northwest Territories) had
48,000 people. Total prairie population inecreased by 45,000 during
the 1870s and more than doubled during the 1880s to reach 252,000,
During the 1890s prairie population added 167,000 people., The
really dramatic growth took place, however, during the first two
decades of the 1900s., By 1911 there were 1,327,000 people living on
the prairies and the total was almost two million by 1921.

Clesely correlated with immigration trends up te 1913 is the num-
ber of homestead entries recorded. Nearly 1400 entries were filed
in 1874, Immigration had reached nearly 50,000 in 1873. During the
next few years both lmmigration and homestead entries fell off,
Railroad building slowed: considerably during these years. ?m
the signing of the contract for building the Canadian Pacific Railway
in late 1880, both the flow of immigrants and homesteaders increased;
although the number of homestead entries fluctuated more sharply than
the number of immigrants., Most of the immigrants during the period
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107390 either setbled in the Central Provinces or moved on 1o

the United States. Closer investigation reveals thal the prairie
econoily was nobt ready o receive great numbers of people, while
especially Ontario and Quebec were growing and required additional
labor,

Analysis of Population Growth

A variety of thewries have been offered to explain the role
of population growth in economic davez.apmnt.‘l The Canadian case
has the unique additional feature of the large outflows of popu-
lation concurrently with sizsble inflows.

A model tased on staple theory may be used to analyse the
growth of popuhﬁm.z First there is an exogenous increase in de=
mari for an export (e.g. wheat) and the exporting country has the
resources to expand production for export. This leads %o increased
incomes and, after a lag, %o new investment in the export sector.
Through the multiplier, incomes in the home sector are incrsased
which causes increased import demand, This in turn brings in addi-
tional customs and excise receipts and the government, with the new
revenues, initiates new development programs.

World demand for wheat was rising during the 1850s, and Canada

' Ipor a review of various theories see D, C. Corbett, Inmigras
tion znd Economic Development,® CJEPS, XVIII (August, 1951), pp.
360=5€,

2MeDougall, op. cltey Pe 1736



experienced prosperity during this poriodl and alerted Canadians

to the potential of expanded wheat production, Opening the prairies
became a national goal. This ambition was not realized for ancther
fifty years. It was impertant psychologically, however.

kpMs based on woody animal and agricultural prddun’os produced
primarily in the Ontarioe-Quebec region continued to grow. Crowth in
the export sector stimulated investment in ancillary and service in-
dustriesfwhich resulted in high incomes. The prices of imparts were
falling more rapidly than the prices of goods exparteq - with favore
able effects on Canadian expansion. The federal government took an
active part in promoting growth and development by guaranteeing rail-
road loans and giving cash and land subsidies. The govermment also
began to promote immigration actively from the 1880s on.’

People gemerally can only be induced to move to a new location
if there are strong incentives: the promise of prosperity, avail-
able resources, merkets, technology and a supply of capital. The
forces atiracting the migrant are likely more significant than those
pushing him from his original enviromment. In this sense, migration
plays a passive ut necessary role in the reallocation of resources.
Population growth in an expanding economy complements other factors

J;ngtm. “Factors in Economic Growth in Canada," op, cit.,
PPe dd=cce .

aFir”m, 220 cito" PP- W?.

3he government did promote immigration earlier but not on
& systematic basis,
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by providing hbbr, increasing demand for consumer and durable
goods, and spreading the burden of the cost of social overhead
capital and government,

The prairies of Canada were hardly populated until 1870, Even
by that date there was not sufficient population to justify the very
large experditures required for capital faeilities. But in order
to attract pecple it was necessary for the federal government to
initiate the building of transportation facilities and set up a
provincial govermment, Once this was done and other tﬁctara were
favorable, the people came.

D at_of the Prairies

The timing of the development of the prairie economy was deter-
mined by at least three factors. Available land on the American
frontier was exhausted by about 1890, Canada was unable to attract
and hold many immigrants as long as the United States was open to
them and offered land for homesteading. The transcontinental raile
road across Canada was not completed until 1865~86., Ability to mar-
ket prairie crops depended on therailread.) Finally, there were
important technological problems which were solved near the end of
the 19th century, Farm implements suitable for farming the prairie
land had to be developed and new varieties of grain were needed due

ey Thomas, ration and Economic Growth., Cambridge:
University Press, 195k, .
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to the shorter growing season and cold climate of the prairies.
Important discoveries such as Red Fife and Marquis wheat were not
made until around 1900, Important technological innovations in
agricultural methods, especially those developed by the Mormons in
Utah, and farm implements were borrowed from the United States and
applied in the prairies.

A summary of several indicators of population growth, invest-
ment, and economic ¢onditions after 1870 is depicted in Chart 7.
Population growth was rapid during the 3.85031 and resulted both
from substantial natural increase and immigration. Economic con=
ditions were especially favorable between 1851 and 1856. Sub-
stantial foreign capital entered the country in response to the rail-
road building boom, Between 18581867 depression ensued, foreign
capital inflow slowed considerably, immigration felleff and emigration
rose drastically. Had it not been for a larger natural increase,
population growth would have been slowed even more. The fact that
the natural increase remained high may be attributed to the fact that
the papuhﬂaa was generally a young one with a relatively high rate
of fertility.

h nd.ght be expected, there is close correlation between prairie
population growth, immigration into Canada, the wumber of homestead
entries and rail miles built. There is also a fairly good correla-
tion between net inflow of foreign capital (Table 7) and the four

lrable 13.



factors just mentioned. In contrast the price of wheat trended
downward until 189k, after which it moved generally upward.
Prosperity fbllwing Confederation caused an upsurge in
immigration, This was closely related to the railroad bullding
boom which lasted until 1873, The prairies received some immi-
grants during the decade of the 1870s but this was a decade of net
oute-migration (although emigration was down compared with the
18608). Following the signing of the new contract far building
the Canadian Pacific Rallway conditions improved, Immigration
reached a new high in 1883 (but was offset by a record emigration
during the decade), the transcontinental railroad was completed in
1885 and homesteads were taken up at an increased rate. The inflow
of foreign capital also increased considerably (from $20 million in
1879 to $l5 million in 1886). Prairie population growth continued
at a steady pace and the total population grew at a slightly higher
rate than during the previous decade. The 1880s were a decade of
expansion in industries processing timber and foods, Foreign capital
inflow was sustained throughout the decade. ]
During the 18%0s the low-point in all trends was reached, The
prairie boom started after 1096 when falling rail rates combined
with rising wheat prices made wheat production highly profitable.
- Immigration began an upward trend after 1896, as did homestead entries.
Prairie population grew very rapidly after 1900. 4s the prairie began
£illing up, substantial additions of railroad mileage were required
and railroad building experienced a new boom. Foreign capital inflow
grew rapidly after 1900,
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CHAPTER III
THE WHEAT BOOM, 1900-191k

The dynamics of Canadian development from 1896 to 191l were the
frontier, industrialisation, urbanization and population growth.
Directly responsible for the rapid economic change Canada experienced,
after 1896, were the increased production and export of grain and
minerals, investment in the prairie economy and investment in raile
roads amd urban development.

The period 1900-191k is the high point in Canadian economic
gmwuul The rate of increase in real national product has been
placed at eight percent. Populationgrew at three percent anmually
while the labor force increased by five percent. The rate of net
migration was at its highest level during this period. Other measures
of the pace of expansion are the rapid increase in farm a creage and
the rate of flow of foreign capital into Canada (five percent of GNP
for 190105, nine percent for 1906«10, 12 percent for 1911«15).

From an estimated GNP of $1,057 million in 1900, the figure
rose to an average of $1,130 million between 1901-05, and $1,696
million annually between 1906~11, The rate of gross domestic
espital formation averaged about 25 percent from 1900-15. This high

Hartland, "Factors in Economic Growth in Cansda," op. cit.,
Ppe 13=22, : ‘ ; !



TABLE 16

DOMESTIC INVESTMENT, FOREICH INVESTMENT AND
GROSS NATIONAL PRODUCT, 1901-30
(MILLIONS OF DOLLARS)

1901-05 5,650 1,283 - 301 962 22,7 17

1906-10 8,182 2,287 - 78k 1,503 27.0 17.7
191-15 12,178 3,219 “1,515 1,764 2.9 .8
1916-20 20,923 5,033 - 262 3,771 193 18.0
1921=25 22,589 3,6k1 72 3,713 16.1 16.k4
1926-30 28,758 5,831 - 563 5,268 2.3 T

Source: Kemneth Buckley, Capital Formation in Canada, 1896-1930, pell.




rate was enabled in part by an inflow of $2.5 billion from abroad,

Between 1900 and 1913, dominion, provincial and local govern=
ments borrowed asbout $450 million abroad primarily for railroad
construction. The railroad companies, generally with government
backing, borrowed another $750 million. A good share of the invest-
ment in railresds was for extension of lines in the prairies. By
1908 there was a total of 6,515 miles of railroad track in the three
prairie provinces., Another 5,175 miles were added in the next five
years, During the same period 7,829 miles were built in allof
Canada., Thus the prairies' share wes more tham 65 percent.l

FRAIRIE RAIIROAD EXPANSION
(thousands of miles)

67

Manitoba e 3.2 3.5 kel Lok Loy

Saskatchewan 2.1 2.9 3.8 5.1 643 843
Alverta __J;ﬁ 1.2 1.9 2o§ ho6 2 ob
Total 6-5 706 9e2 11.7 1553 1803

Source: Canada Year Book.

Homestead entries averaged over 29,000 annually from 1900 to 191kL.

In 1881 eccupied farm acreage in the prairies accounted for only 5.9
percent of the total for all of Canada, The prairie share increased
to one~fourth of the total for Canada in 1901 and 52.9 percent in

J"l‘able A-l;, appendix
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1911,1 The same trend holds for improved acreage. Although in 1911
half of all the land farmed in Canada was on the prairies, less than
a third of all persons employed in Canadian agriculture was employed
in the prairie economy. The higher land to labor ratio for the
prairies points to a highly specialized type of farming which was

being developed.2

VALUES OF FARM PROPERTY - PRAIRIE PROVINCES
(millions of dollars)

2,000 , ' : '
1,750 |- i
1,500 |- Saska tahawan $oc
1,250 /// 4
1,000 |- o+ Alverta S
750 | ST iR i
zgg B //“‘/’ e p— 1
S ! l ) 1
1901 1911 1921 1931 1911 1951

Source: Table A-9, Appendix.

The value of farm property inereased rapidly after 1900. Total
prairie investment rose from $259 million in 1901 to $1,783 million
in 1911 - a 588 percent increase. By 1921 farm values had increased
by more than 80 perecent over 1911.

1pable A-10, Appendix.

2Tbid.; see A. S. Tostlebe, Capital in Agriculture, Princeton:
Princeton University Press, 1957, p. 106 if., gor relevant data on the
capital-product ratio for the United States by regions.
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Taken together, the investment in prairie farms and invest=
ment in transporation (mostly railroads) amounted to one~third of
Gross Domestic Capital Formation in 1901-05, increased to 36 per-
cent in the 190610 period and went to 4O percent during 1911=15.

PRAIRIE FARM AND TRANSPORTATION INVESTMENT COMPARED

WITH CGROSS DOMESTIC CAPITAL FORMATION
($ millions) :

@

GDCF Prairie Percentage Transpor- Percentage
Farn (2 is tation (4 is
Investment of 1) Invest= of 1)
ment
190105 1,283 221 17.2 201 15.7
1906-10 2,287 319 3.9 539 23.6
1911-15 3,279 163 .l 848 25.9

Source: Kemneth Buckley, Capital Formation in Canada,
. 1896-1930, pe B
The price of wheat had hit its lowest point in 189 when it sold
at 61 cents per bushel at Winnipeg. In 1898, the year of a bumper
erops the price was a high 93 cents per bushel., The price did not
reach this level again until ten years later. The cost of trans-
portation fell during the last two decades of the 1l9th century and
during the 1890s reached 26.7 cents per bushel (Regina to Iiverpool).*

lrhe Crow's Nest Pass Agrement was made in 1897 and provided
far a 20 percent reduction of rail rates on grain exports as well
as reduction in rates for hauling settlers' effects,
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The econjunction of falling costs of transportation and the beglinning

of an upward trend in the price of wheat initiated the dramatic

growth the Canadian ecenomy
experienced during the early
1900s.

The sustained upward
trend in production and the
long swing upward in the
price of wheat, wheat acre-
age and land prices are
depicted at the right.

Production of wheat in
Canada amounted to 16.7 mil-
lion bushels in 1871. Pro-
duction of wheat on the
prairies was only a negli-
gible proportion of this
total. The records for 1880
show production for Canada
had risen to 32.3 millien
bushels, ineluding over one
million bushels from Manitoba.
By 1890 wheat produetion for

all of Canada went up to

Indexes of Prairie

Expansion
[\/\/ duetion

ce of
Wheat

=
=

Moo of

Land
1300 1910 1920 1930
Source: Buckley, op. eit., p. 21.

43.2 million bushels, and the prairies eontributed 38 pereent of the



TABLE 17

PRODUCTION OF WHEAT IN THE PRAIRIE PROVINCES
AND CANADA, 1871-1955

Prairie Provinces : Canada
“VWheat Yield "~ Output Output Prairies
Acreage per acre (millions (millions as percent
of of total
{millions) (bushels) bushels) bushels)
1871 o - o 16.7 P
1881 - - i 320’3 s
1891 1.0 17.9 17.9 h2.2 k2.
1501 2.5 9.4 23.h 55.6 Lh1.0
1911 10,0 20.8 aoa.h 230.1 9.5
1921 22,2 12.6 280.1 300.9 93.0
1925 19.8 18,2 367.1 395.5 92.8
1926 21.8 17.5 380.8 7.1 93.5
1927 21.h4 21.2 L5k.6 480,0 ka7
1928 23.2 23.5 5hl.6 566.7 9641
1929 2h.3 11.6 281.7 50L.5 92.5
1931 2546 11.8 301.2 321.3 93.7
1932 26.4 16,0 423.0 3.1 954
1933 25,2 10.h 263.0 282.0 93.3
193k 23.3 11.3 263.8 275.8 95.6
1935 23.3 11.3 26h.1 281.9 93.6
1936 2h.6 8.1 202.0 219.2 92.1
1938 25.0 13.5 336.0 360.0 93.3
1939 25.8 19.1 L9k.0 520.6 9he9
1941 2l.1 13.9 296.0 31L.8 9440
1951 2hok 21.6 530.0 553.6 95.8
1955 20.8 ” 03 h72 oo Whol 9505

Sources: (Canada Yearbook, 19053 V. C. Fowke, The National
Policy and the Wheat Economy, Pe75.
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total, By 1900, when total production was 55,5 million bushels, the
prairie production was L1 percent, After 1911, with only a few years
excepted, the prairieu produced more than 9% percent of all Canadian
wheat,

As an export wheat did not achieve importance until after 1900,
In 1871 wheat accounted for only 3.3 percent of total value of all
exparts = when leading agricultural exports made up 13 percent of
all Canada's exports. From a position of 3,9 percent of total exports

RELATION OF WHEAT TO TOTAL EXPCRTS, 1871-1951
{millions of dollars)

L

g § 888

L | ] | | |

1871 1881 1891 1901 1911 1921 1931 19kl 1951
Source: Canada Year Bock.

in 1901, wheat went to 16,6 percent in 1911 and 38.8 percent in 1921 -
when agriculture proé.mad more than half of all that Canada exported,

The process of urbanigation gained momentum after 1900 throughe
out Canada - but especially in the Central Provinces. Buckley's
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national index of urban buildingactivity shows the tremendous
activity in the industry following 1900, Using 1900 as the base
year, construction weat to 380 in 1905, Sk8 in 1910 and then
dropped to 138 in 191} (Table 18, columm 9). Pickett's series on
gross residential capital farmation show that from a level of §32
million 1900, RCF rose to §$73 million in 1905, $126 million in 1910
and §16L lﬂ}im in 193k.

The backward linkages of the wheat industry were soon felt
as the wheat boon got under way. The demand for capital, labor
and other supply organigations and agencies grew rapmly._l There -
was a reallocation of labor resources as people migrated from the
central and eastern provinces to the prairies and were joined by
new immigrants. The single prgwiom farm kept labor requirements
at a minimum and employed improved techniques as rapidly as they be-
came available. The large transportation requirement for wheat
created external economies beneficial to other industries (e.g.
mining in Laurentian Shield). The multiplier-accelerator spread
the benefits and impact of the new income to stimulate development
of new manufacturing in the prairies, Aritish Columbua axd the
Central Provinces (e.g. farm machinery manufacturing). The boom
also attracted large amounts of foreign capital which in turn ine
duced further domestic investment,

13&!"&'&!, OE. dto. 9.1800



TARLE 18
CANADIAN CGROSS RESIDENTIAL CAPITAL FORMATION AND INDEXES
OF BULIDINC ACTIVITY 1872-1915
Value Frror Mj. hajor Gross Index of Hat. In-

liouses Average of in Val. of Alter. Hes, Permits ex of
Tear Comp= House 1“" Valu= t;enplo-r and ’clp. :: Hdg g;::

leted Vglue etions ations ons Inprov, Orma. capi .

(000) '&) (§m) ($m) (§m) (§m) (§m) {1500 = 100)

Q) (2) 3) () {5) {6) (D (8) $7]

(1x2) 3 «h) (5 = 6) ;

1872 27.7 2,310 6he8 1.0 63.8 5.6 694k 73.8
B3 38,5 2,30 9.9 1.9 0.0 5.3 9543 82.5
1874 29.8 2,180 65.0 1.3 6347 6.6 0.3 86.2
1875 23.1 1,90 Lha 1.2 2.9 60 489 7he2
1876 19.9 1,79 35.6 0.8 3b.8 LS 39.3 6.9
1877 177 1,650 29.2 0.6 28.6 3.k 320 3hak
1878 154 1,560 24,0 Dely 23.6 2.9 2645 25.1
1879 15.1 1.570 23.7 046 23.1 3ok 26.5 2he3
1880 15 1,720 2h.9 0.5 2heks 3.1 27.5 21.2
1881 17.7 1,630 28,9 0.6 28,3 3.2 31.5 25.2
1882 16.1 1,660 26.7 2.3 2h.h 3.8 28,2 23.4
1883 12,9 1,5% 20.5 1.8 18.7 3.0 21.7 26,4
1884 10 1,470 2046 O 20.2 2.5 22.7 32.2
1885 18.0 1,420 25.6 1.6 2440 2.6 2646 3.5
1886 20,0 1,420 28.4 1.9 26.5 3.2 29.7 89.3 70.9
1887 203 1,k% 30.2 2.2 28.0 3.6 31.6 80.3 123.2
1868 16.2 1,560 25.6 23 2343 3.7 27.0 11L.9 112.2
1889 15,2 1,580 2.0 2.0 22.0 3.2 25.2 1h2.3 125.6
18%0 1.2 1,550 22,0 1.9 20.1 3.1 23.2 122.8 115.3

LA



1891 12.h 1,500 18.6 1.7 16.9 2.9 19,8 111.8 111.1
1892 17.6 1,5]9 %06 - 26.6 2.9 29.5 %.8 m.l
1893 11;.0 l,m 20.9 o~ 20-9 301 2“00 71 -7 9705
1895 11.1 W 16.0 » 16-0 206 13 06 61.6 68.7
189 10,5 1,Li0 15.1 - 15.1 2.5 17.6 67.5 5542
1897 11.2 1,3& 1505 - 1505 2oh 1709 5501 6&.1
1898 12,9 1,400 18.1 - 18.1 2.7 20,8 88.4 92.7
1899 15,5 1,450 22.5 - 22,5 3.1 25.6 108.0 110,7
1901 18.0 1,550 27.9 - 27.9 Le2 32.1 139.8 120.3
1902 25.5 1,630 L1.6 2.0 39.6 Sel bho7 210.6 13645
1903 30.6 1,750 53.6 2.5 51.1 . 59 57.0 271.0 192.7
190k 31.0 1,760 55.2 2.6 52.6 6.1 58.7 322.7 249.5
1905 37.8 1,810 6844 33 65.1 7.8 72.9 379.k 332.8
1906 8.3 1,900 91.8 L8 87.0 9.3 9643 L18.0 409k
1907 3.1 1,980 8543 L.8 80.5 9.3 89.8 138.9 388,.2
1908 39.9 2,050 83.4 Lol 793 8.8 88.1 125.3 29940
1909 1549 2,080 9545 L7 90.8 1040 100.8 h72.1 167.2
1910 58.1 2,09 1214 5.9 115.5 10,3 125.8 548.1 608.3
1911 70.2 2,19 153.7 T3 164 1.4 158.8 58641 797k
1912 8502 2,& 1”-8 - 1%03 10.0 200.8 h%o? 1,106.3
19113 690‘% 2.230 15808 i lslios 9-3 161&01 MBQO 520.8
1915 MOB 2’1& 89.2 - 89.2 905 98.7 28809 183 05

Note: The classification used in columns 8 and 9 is broader than that used for the first
seven colunns,

Source: James Pickett, CJEPS, XXIX, (February, 1963), p. 51; and Kemneth Buckley, Capital
Formation in Canada, 1896-1930, p. 1l0-1.
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Table 7 shows the growth in the inflow of foreign capital. In
1900 §36 million emtered Canada. By 1905 thds had risen to $82 mile
lion, kit $LO0 million in 1913 and then went down to $290 million in
191, The total inflow, 1900<L, on the basis of Hartland's estde
mates, was $2.6 billion. This estimate is slightly lower than that
prepered by Viner.t Rritish investment was about §1.7 billlon, By
191l United States investment in Canada was $867 million, according
to Cleona Lewis' estimate in Table 19, United States capital went
especially in to mining and smelting and mamufacturing.

Noney wis tight and interest rates high in Canada 1900-1y and
it seems highly likely that this was a leading cause of the inflow
of funds.? Thereturn on home investment was falling in Great Britain
in the years following 190L. Agrieultural prices in world markels
were rising axd Caneda'’s elasticity of supply was hiséz (especially
for land),> The large inflow of capital from abroed ensbled Canae
dian expansion to continue unimpeded, This rapid economic growth
caused rises in real prices and money income and brought about
structural shiits in the economy.

15, Viner, Canada's Balance oi International Indebtedness

1900«1913. ] v Y S84 s Ps .
s estimates cover 1900«1l while Viner's are for 1900-13.

25, M. Meler, “Heonomic Development and the Transfer Mech~
anism: Canada 1895-1913, " CJEPS, XIX (February, 1953), pp. 1=19;
J. €. Ingram, "Growth in Capacity and Canada's Falance of Payments,"
American iconomic Review, XLVII, No, 1, pp. 93-10L.

3&. K. Cairncross, Home and Foreign Investment 1670«1913.
Cqmbridges University Press, 1953, De Lee
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TABLE 19

UNITED STATES INVESTMENT IN CANADA, SELECTED YEARS,

1897-1919
(¢ millions)

Wil 1INY

1897 1908
Trading companies and sales

‘gmi.. 10-0 ]5.0 2700 3000
Mining and smelting 55.0 136.0 159.0 200.5
0il Production 640 15,0 25.0 30,0
Agriculture® 18,0 25,0 101.0 50.0
Manufacturing - pulp and psper 20,0 55.0 7hO 100,0
other manufacturing 35.0 100,0 1L47.0 300.0
Public utilities 2.0 5 0 8.0 1500
Other 1.0 3.0 8.5 3.0
Total direct investment 159.7 WoS.h  618.k 81h.3

Total direct and portfolie invest-
ment 139.7 69702 867.2 1,5132.8

2Includes speculative holdings of land holdings and timber

lands net held by pulp and paper companies.

Source: Cleona Lewis, American’s Steke in International

Investments, pp. 575~607.
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Approximately three-fourths of the foreign capital entering
Canada was Pritish, After 1904 Canada raised many of the foreign
loans by floating security issues in the london market, Part of
the receipt of sterling proceeds was used for direct imports and
servicing of debt. The rest of the sterling was sold to Cana-
dian banks, With the proceeds adcitional expenditures for cone-
sumption and investment were made,.

These expenditures reinforced the multiplier=

accelerator process which had already been

Smertanet Saoeisted sih Gevatapmeatol

The rapid additions to population (immigrants as a group had
@ high rate of labor force participation) and the money supply
enabled continued expansion, The passive trade balance grew larger
as demand for exports expanded. CGrowing direct American investment
added to the expansionary bias.

Canada's net barter terms of trade improved after 1908, Ine
creasing real income gave incentive to further imports. In spite
of growing experts, the trade deficit continued because imports

grew even more rapidly.

1’“1“‘. Qo eit‘, Pe 170
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CHAPTER IV
SUMMARY AND CONCLUSIONS

At least four significant factors have shaped and influenced
economic growth in Cenada., The people, institutions and much of
the capital which have built the Canadian economy came from Eure
ope. Foreign trade, especially with Burope, has been of vital
importance to Canada's economic development, Canadian economie
development has been b ased on the exploitation of a series of
staples = fish, fur, timber, wheat, newsprint, minerals, etc., The
climate and geography have both influenced the type and timing of
staple exploitation, The type of transportation available as well
as ability to arrange balanced twowway cargoes were of real impore
tence in the various perieds of Canada's development.

The impulse to form 2 Confederation of the British North
America colonies came from a variety of sources; The adoption
by Great Hritain of a policy of free trade and greater autonomy
for the colonies; proximity to the United States; the threat of
further territorial expansion by Umited States settlers; the promise
of economic progress by expanded market opportunitiesj; and techno<
logical slvances enabling better transportation and communication.

The national policy which took form after 1850 focused the.
nation's attention on economic development and provided a frame~
work for the development of a notionewide railroad system, tariff



protection for new industries, political and economic integration,
and finally the opening up of the prairies to settlement,

The problem which this study attempis to resolve is whether
the growth of the Canadian economy during the years 18L49-1500 can
be explained in terms of expansion of the export base and the
changes induced by export industries.

The dating of the study is in some respects artificial and
arbitrary, Timber became Canada's major export about 1820 when
Canada became the United Kingdom's major supplier of timber. For
the next 70 years forest products played a critical role in Cana=
dian economic development -« inducing diversification and expansion
in other sectors of the economy.

The year 18L9 marks the highwater point for timber as Canada's
major steple export. In that yesr Eritish protection was lifted.
Although timber and lumber products remained the most important
class of exports for another forty years after 1850, the relative
decline began at midecentury, Throughout the period 1845+1900
total exports were growing and there was increasing diversification
gf the expert base.

The center of Canada's economy shifted to the Quebec-Ontario
region., The production of timber stimulated the settlement of more
pecple in Canada. (As a result of lack of return cargo on lumber
ships, the shipping companies encouraged people to migrate to
Canada,) Many of these new immigrants devoted themselves to
agriculture, In some respects agriculture and lumber were
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complementary. The land had to be cleared foxf farming and the loge
ging camps required food supplies. By the 18L0s Canada was already
exporting some grain from the Ontario region.

Firestone's investigations show that residentiary industries
(i.e4y industries serving the regional market) already contributed
an important part of total manufacturing output by 1851. After
1851 the sector of the economy which grew mest rapidly was the sere
vice sector. 4

The data presented in Chapter Il indicate that exports grew
only slightly less rapidly than Cross Nationzl Product during the
period 1870-90 (GNP was an estimated §459 million in 1870, §561
million in 1880 and $803 million in 1590, Exports as a percent of
GNP averaged about 1lh.hi percent during 1670-90 and about 15.7 percent
for the yurn 1860-1900,) 411 mamufacturing showed a faster rate of
growth for the decade 188090 than for the 1870-80 period, but it
was the more rapid expansion in primary manufacturing which _t;ubhd
this accelerated rate of growth (actually growth in the swoﬁdaxy
manufacturing sector slowed some during the 1880s).

The gréwth in primary manufacturing was based on imrmcd
processing et timber and food products. United States demand for
forest products, which was increasing during the 1870§90 period,
turned more and more toward lumber and pulp. The lmmber industry,
consequently, became more capital intensive and the average size of
the firm doubled after 1870,

Similarly there was growing demand for more highly processed



animal products. This class of exports made the greatest growth of
all the classes of exports during the 1880s and 1890s.

Agricultural exports (i.e., prinecipally grain) did not expand
during this period. For example, wheat exports in 1880 increased
somewhat over the total for 1870, but the exports of wheat in 1690
were down from the 1880 level., Nearly all of Canadian grain pro-
duced during 1870-90 was in the Ontario-Quebec region.

Transpertation faeilities were of decisive importance to
Canada's economic growth., The building of railroads was financed
by large inflows of foreign capital as well as by domestic investe-
ment, Completion of the transcontinental railroad in 1885-86 opened
the way far later settlement of the prairies. Increasing amounts of
capital also were invested in the staple producing and processing
industries. Approximately $380 million of this was direct and pri-
vate investment by United States and British individuals and com=-
panies.

Information on the disposition of income among the Canadian
population is not available. However, it is generally assumed that
the marginal propensity to import was high. The list of the ten
most important items imported (i.e., ranked according to value)
changed little over the peried under study. During thq same period
the list of the ten leading exports shows much greater change over
time. The important types of imports were capital goods and manuw
factured goods such as textiles. Canadians enjoyed a fairly high
standard of living.



This study has focused on the period 1849-1900 in the belief
that, as Bertram has pointed cnt,l this period has been overe
shadowed and incorrectly interpreted because of the more dramatie
wheat boom which took place after 1900, Certain writers have taken
the position that the growth during the period - especially after
1870 - was based on the expansion of manufacturing industries and
building of the railroadsjy and that, therefore, staples per se were
of nim significance. But the scurce of this growth must be speci=
fieds A part of the problem lies with the narrow way in which
"gtaple® is sometimes defined (e.g., wheat is a staple but processed
goods derived from wheat are not).

This study shows the development of a region which was initiated
by foreign demand for a product in which it had a eomparative advan-
tage. Gradually the export base broadened as new demand induced the
production of other staple products and as new industries based on
the processing of the staples were established., Residentiary and
gservices industries serving the regional market quickly developed.
Investment in social overhead capital was undertaken by both govern-
ment and private enterprises |

The locus of growth in the Canadian economy throughout the
period 18491900 was the Central Provinces, especially Ontario.
During this period the process of expansion and diversification
proceeded at an accelerating pace. Agriculture became commercially
oriented, manufacturing began developing (particularly that based on
staple processing) and services expanded, The most rapid

lpertram, op. cit., pe 172.
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manufacturing growth, as has been shown, took place in primary
manufacturing ingiustr:les.

Timber, the loadi#g export staple during the first half of
the nineteenth century, remained a substantial percent of total
exports until 1890, Timber, agricultural products and animal
products were the major sources of exports during the period
under study.

Although wheat was recognized as a potentially important
staple export, it did not a%hi-vo this role until after 1900,
The prairie provinces did nét constitute a separate economic re-
gion until after 1890, The prairie economy did develop very
quickly once irmapwutionifmntiu were built, population
moved in and the world urmt. became very favorable for the pro=
duction of wheat,

Canada was in a favorable position to bemefit from world
economic conditions during the last two decades of the nineteenth
century, The countries of western Europe, Great Britain and the
United States were further advanced industrially than Canada.
Canada was able to produce the raw materials needed by these
countries at a time when theprices of raw materials were falling
less rapidly than the prices of manufactured goeda.

Canadian government qxemmed private enterprise to carry
out development but the gwm also actively initiated and
implemented development when private enterprise found the task
too large and risky. This active role on thepart of government
also made Canada a more favorable investment opportunity for
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RURAL-URBAN DISTRIBUTION OF POPULATION

TABLE A-1

{thousands)
Manitoba Saskatehewan Alberta Total Total
Ter e BRI “Rural Urben Total Rural Urban Total Prairies Fsiars
1881 o e 62 - o 562 s - ——t 118 h,g
1891 112 % 153 — - 992 - - -2 ' 252 Ly
1901 185 70 255 77 1 91 sh 19 73 k19 5,371
- 1911 260 200 461 361 131 L92 237 138 37h 1,327 7,217
1921 39 262 610 539 219 758 366 223 588 1,956 8,788
1931 38k 316 700 631 291 921 453 279 732 2,363 10,377
19k Lo8 322 730 601 295 869 1,80 307 796 S22 11,507
(percentage distribution) Prairies as %
of Canada
1871 1.98
1891  73.1 26.8 n/: n/t n/! n/: §;
™ ° a a a a ™
1901 72 27.6 8k  15.6 Th.6  25.4 7.8
1911 56.6 li3.h 73.3 26.7 63.2 36.8 18.4
1931 ©Sh.9 LS.l 68.5 31.5 61.9 38.1 22.7
191 55.9 Lh.l 67.0 33.0 61.5 38.5 21.0
1951 wob 5606 69.6 3°Oh 52O1 h?o’ 18-2

a8Pigures for Saskatchewan and Alberta combined.
Canada Year Book.

Source?

25
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TABLE A2
POPULATION OF PRAIRIE PROVINCES BY AGE GROUP

1881-1956

{thousands)

Mani toba

Total 0=1l 15-6L 65=
1881 62 2k | 28.7% 37 | 59.6% 1 1.7%
1891 153 57 | 37.2 o | 61.4 2 1.3
1901 255 98 | 38.3 151 | 59.6 s 2.5
1911 Lé1 167 | 36.2 283 61.4 11 2.h
1921 610 22 | 36.7 367 | 60.2 19 3.1
1731 700 219 | 31.3 hso | 6L.3 31 hebs
1941 730 191 | 26.2 493 | 67.5 L6 6.3
1951 777 223 7 LBy | 62.9 65 8ok
k956 850 26L | 31.0 510 | 60.0 76 9.0
Saskatehewan
1901 91 36 | 40.0 53 | 58.0 2 2.0
1911 k92 167 .0 317 | 6k.0 8 2.0
1921 758 301 | Lko.O Lkl | 58.0 16 2.0
1931 922 326 | 36.0 | 6565 61.0 31 3.0
19L1 896 268 | 30.0 583 | 65.0 L5 5.0
1951 832 256 | 31.0 509 | 61.0 67 8.0
1956 880 287 | 33.0 51 58.C 79 9.0
Alberta

1901 73 2 | 39.6 L3 | 58.9 1 1.5
1911 37k 120 | 32.0 28 | 66.3 6 1«7
1921 588 21 | 36.k 360 | 61.2 1 2.l
1931 732 238 | 32.5 L67 | 63.8 27 3.7
19kl 796 229 | 28.7 525 | 65.9 L2 5.
1951 9Lo 287 | 30.5 685 62,2 68 7.3
1956 1,123 373 | 33.2 668 59.4 82 7.4

Source: Census of Canada, 1941, 1951; Canada Year Book.
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TABLE A3

WHEAT PRICES AT WINNWIPEG AND COST OF TRANSPCRTING
WHEAT REGINA TO LIVERPOOL)
(cents per bushel)

Regina to
Liverpool
Regina to
Liverpool
Winnipeg
Prices

Regina to
Liverpool

1870 | 107 1899 | 7 26.7 || 1928 | 1k6 30.23

1871 | 127 00| 75 26.7 || 1929 | 124 28,2

1872 127 1901 75 21.6 || 1930 124 27.6

1873 123 1902 73 21.6 || 1931 6l 29.1
- 187h 114 1903 79 20.4 || 1932 60 28.5

1875 103 190k 92 20.L | 1933 54

1876 108 1905 90 20.kL || 193k 68

1877 137 1966 76 20,8 || 1935 81

1878 101 1907 88 20.8 || 1936 8L

1879 | 107 1908 | 10k 20,8 | 1937 | 2122

1880 | 120 1909 | 109 20.8 || 1938| 13

1881 126 1910 | 100 21.1 || 1939 62

1882 | 121 1911| 96 21.2 || 19k0 76

1863 ( 1 1912 | 97 25.7 || 19L1 7h

1868k | 100 1913| 88 26.0 || 1942 76

1885 89 191k | 100 2h.3 | 1943 ok

1886 81 35.2 | 1915 | 128 blo7 || 19Lk 135

1887 83 33.L | 1936 138 62.h | 1945 U3

1858 93 33.h | 1917 | 220 128.3 | 1946 | 175
1889 99 33.k | 1918 | 222 165.9 | 1947 | 175
1890 85 33.4 | W1y | 221 58.2 | 1948 | 175

1891 93 3.5 | 1920 | 263 67.5 | 19ko | 183
1892 80 31.5 | 1921 | 165 b5.6 | 1950 | 183
1893 73 27.9 | 1922 | 121 3be6 | 1951 | 185
189L 61 27.9 | 1923 | 110 33.6 | 1952 182
1895 T2 27.9 | 192k | 107 3341 192 185
1896 65 26.7 | 1925 | 168 31.8 | 19 156
1897 79 26,7 | 1926 | 151 33.1 | 1955 165
1898 93 26.7 | 1927 | 1hé 32,3 | 1956( 160

Souree: W.A. Mackintosh, Econemie Problems of the Prairie

Provinces, pp. 283-5, for 1870-1932; Canada Year Book, 10LO, 1950,
1956, for 1933-1956.
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TABLE Ak
MILES OF RAILROAD BEGINNING OF YEAR AND MILES ADDED

Year Miles Miles Added Year Miles Miles Added

1850 68 93 1891 113,838 726
1851 159 L6 1892 1,56k Ll
1852 205 m 1893 15,005 622
1853 506 258 189 15,627 350
185) 764 113 1895 15,977 273
1855 877 537 1896 16,270 280
1856 1,41 30 1897 16,550 320
1857 1,Lhk h19 1898 16,870 380
1858 . 1,863 3 1899 17,250 Lot
1859 1,99k 71 1900 17,657 1483
1860 2,065 81 1901 18,140 S7k
1861 2,146 L3 1902 18,714 274
1862 2,189 0 1903 18,988 Lh3
1863 2,189 0 1904 19,431 1,056
186L 2,189 51 1905 20,487 886
1865 2,210 38 1906 21,353 1,099
1866 2y 0 1907 22,l52

1867 2,278 -8 1908 22,966 1,148
1868 2,270 25k 1909 2L, 11 617
1869 2,52} 93 1910 2h, 731 669
1870 2,617 78 1911 25,4400 1,327
1871 2,695 20 1912 26,727 2,577
1872 2,899 933 1913 29,304 1,491
1873 3,832 499 191 30.795 L,087
187k by331 k73 1915 3L,882 2,103
1875 ks, 80k Lk 1916 36,985 1,384
1876 5,218 564 1917 38,369 =117
1877 5,782 bl 1918 38,252 77
1878 6,226 632 1919a 38,329 166
1879 6,858 336 19190 38,495 310
1880 7,194 157 1920 38,805 386
1881 7,331 1,368" 1921 39,191 167
1882 8,697 880 1922 39,358 296
188L 10,273 500 1923 39,65L Los
1885 10,773 20 192) 140,059 291
1886 11,793 391 1925 40,350 0
1867 12,18) -21 1926 140,350 220
1888 12,163 s 1927 k0,570 k52
1889 12,628 523 1928 41,022 358
1890 13,151 687 1929 k1,380 667
#1883 79,577 696 1930 h2,0k7 223

84y at June 30 for this and previous years. PAs at December 31
for this and later years.

Source: Canada Year Book.
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TABLE A=5

STEAM RAILWAY STATISTICS, 1871-1915
(five~year averages)

L 3 1.5 Y 0 8 g{@
i sésigs'” APRREEY
b3 A e el i
1871 257.0
1875 L8 iT.7 5.2 ST 19.5 15.8 |81.02

18756=80 6.2 20.0 5.7 8.0 20.4 16.0 |78.9

1881 ‘ 28l

1881-85 | 9.3 | 30.5 9.1 | 13.h | 311 | 23.3 |7h.5
1886-90 | 12.h | 36.2 | 11.3 | 17.5 | ko | 29.2 |72.0
1891 : 632.0
1691-95 | 15.0 | k3«2 | 13.3 | 22.0 | L9.5 | 35.1 |70.9
1896-00 | 16.9 | L5.9 | 16.8 | 28.9 | 58.7 | 37.3 |[67.2
1900 816.1
1901=05 | 19.1 | 593 | 21.9 | k5.1 | 92.0 | 65.9 |71.5
1906-10 | 23.1 | 78.3 | 32.5 | 65.2 |147.6 |10L.6 |T70.9

1911
1,528.6

1911"15 29'& 101'0 0 hl.s 92-0 9 221. 5 158. 1 n.’
1921 2,16k.6

Source: Canada Year Book, 1916~17, p. L3kL.



TABLE A-6

THE NET VALUE OF PRODUCTICN OF MANUFACTURES - CANADA
{(millions of dollars)

e ———— —
Totals for uubn-mnu'
with Five Hands and Over

1900 1910
Textiles 3209 6703
Clothing 20.0 k3.7
Wool Textiles k.0 hok
Cotton Textiles 6.5 13.0
Iron and Steel Products 35.0 106.3
Rail Rolling Stoek 5e2 25.2
Boilers, Tanks and Engines 2.8 76
Bridge and Structural Steel Work 0.7 2.8
Wire and Wire Goods 0.8 2.2
Primary Iron and Steel 3.1 .9
Rubber Preducts 0.6 3.h
Tobacco 801 1302
Boots and Shoes 7.6 16.0
Furniture he3 8.0
Liquor 5.3 18.7
Flour and Grist Mi1l Products Sos 2503
Glass Products 1.0 34
Chemicals 3.9 12,2
Electrie ILight and Pover 2.0 12.9
Total of Above Manufacturing 106.2 286.h
All Other Manufaecturing 108.3 278.1
Grand Total 21h05 56&.5

Source: Roval Commission Report on Dominion-Provincial Relations,

Book I, Pe 73



TABLE A7
MANUPACTURZE OF PRAIRIE PROVINCES, 1900, 1905 AND 1510

—e| 1| 2 18| 6| 1
Capitalk Te5 | 2765 | ka9 | 1a6 | 3.9 | 740 | == | 5.5| 29.5| Lbbe9 | 86,5 (1,247.5
Eoployees® S| 30| 37| 2| 1| 3.2 8| 2| 6.9 33 | 33| 515
Selaries/Mages® | 2.k | 5.9( 10.9| b | o7 | 19| =€ 11| k3| 113.2| 165.1| 2h1.0

lu/hruy
ht-rhh' TeP | == | 30e5| Lol | @ | 2.7 | =€ | w= | 9.9 266,5| == 601.5

Yalue of
12,9 | 28.1| 53.6| 1.9 |2.5 6.3 | =8| 5,1| 18.7| L81.0| 718.3|1,165.9

] SThousands. DPMillions of dollars. CInformation for Saskatchewsn and Alberta for 1900

Scures: Canada Yesr Book, 1915 and 1916-17.
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TABLE 4«8
CHANGES IN PRICE AND COST TRENDS, 1070-1913

Increase Increase
1870=75 average 1896 te
to 1696 150%=13
Average
General level of Canadian :
wholesale prices =35 L8
Caradian Selling Pricest : :
Exports b 32
Grains and Flour =40 62
vheat = ILiverpool =l6 33
Canadian Costss
Importe ; =35 2k
Imports of Iron-Steel ;
Products 3k 6
Prices of Wm y
Ocean Freights L7 7
Interest Rates¥® -23 28
#Yield on U. K, Consols
Sources Commission Re on Domindon~Provineial

Relations, s Pe 7
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TABLE A-2

VALUES OF FARM PROPERTY
(Millions of dollars)

1901 1911 1921 1931 1941 1951
Manitoba
Land and 113 310 38 200 157 529
buildings* 63 113 88 72
Farm implements 12 28 68 55 59 232
livestock L5 59 76 k5 51 156
Total 180 L63 637 388 ; 339 917
Saskatechewan
Land and 28 583 1,060 765 | 505 1,163
buildings#* 76 216 22l 152
Farm implements b 58 177 186 12 526
livestock 12 110 196 98 96 283
Total Ll 827 1,650 1,273 8% 1,992
Alberta
Land and 17 315 611 53k 373 1,015
buildings# ki 122 137 118
. Famiisplements 2 2l 99 116 116 3%
livestoeck 16 78 137 _ 62 10L 38l
Total 35 h93 - _ 968 869 711 1,789
Acres in farms
Manitoba 12.1 1L.6 15.1 16.8 17.7
Albu'ta 17 oo 29 60 3 9 oo h3 -o h’-lok

#land and buildings combined value, 1901 and 1951.

Sourcet Canada Yearbook,. 19133 Census of Prairie Provinces.

1936; and

nsus,




TABLE A=10

RELATIVE EXPARSION OF LAND AND LANOR 1IN FRAIRIE AGRICULTURE

1881 146ki4025 2.2 5,358 59 21,866 1.3
1901 511,073 10.8 63,h22 2k.3 - 18.5
1911 682,389 29.2 108, 969 52.9 L8, 73k k7.1
1921 711,05 36.0 10,888 62.k 70,770 63k
1931 728,623  39.5 #6301  67.3 8,732  69.8
B. Labor
Persons Occupied in Agrieulture (thousands)

 Year Prairie Provinces # of Total Other Provinces Total
1881 15 ‘ 2.2 6L7 662
1891 L8 647 687 735
1901 7 11.0 638 77
1911 283 3040 651 3L
1921 376 3640 666 1,042
1931 hbh 39.0 688 1,132

Source: Kenneth Buckley, Capital Formation in Canada, 1896-1930, p. 1l.
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TABLE A-1l

THE TAN LEADING ITEMS (F IMPORT - CANADA, 186%0-1920

B e e e e e e A et e

(¢ millions)

Commodi ty 18% 1%00 1910 1920
Coal 800 11.0 2705 60.0
Rolling mill products §6 1.9 15.6 399
Fruits 2.4 8.3 334
Sugar and products 6.4 8.6 1.9 73.6
Grain and grain products 3.0 8.2
Cotton SM' 307 6.3 1709 h9.0
Woollen goods and carpets 10.9 9. 2.7 US55
Ootton, raw 305 h.2 9.3 3308
Tea 330
8ilk goods 2.6 3.8 31.3
Hides and skins, raw Le2 22,6
Machinery, except farm 5.1 b6 36,7
Wood, ummenufactured 8.3
Settlers' effects 10.2

Sources Canada Year Book, 1940, p. 519.

102



103

TABLE A-12

INVESTMENTS OF FOREICN COUNTRIES IN CANADA, 1900-1913#%
(THOUSANDS OF DOLLARS)

P d

Year British  American Other Total
Countries

1900 10,068 17,907 3,7h5 31,720
1901 15,085 18,338 3,75 37,169
1902 11,916 23,358 7,060 k2,334
1903 28,833 22,093 3,75 5ky671
190k 29,500 25,780 6,618 61,898
1905 76,398 32,108 3,78 112,551
1906 68,453 29,510 7,293 105,256
1907 65,251 25,992 3,815 95,088
1908 181,40k 32,7hk 7,982 222,130
1909 212,725 36,153 L,522 253,400
1910 218,457 72,66l 22,065 313,186
1911 2hik, k27 76,143 27,840 348,410
1912 21k,830 81,735 2k, 550 321,115
1913 375,771 13k4,968 35,960 56,699
Total 1,753,118 629,794 162,715 2,515,627

#Flow of Capital

Sourcet J, Viner, Canada's Balance of International Indebted~
ness, 1900-1913. Cambridge: Harvard University fress, 192Li, p. 139.









