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Abstract

A renewed discussion about inequality and economic divergence between countries has
re-introduced the debate about the role played by natural resources, geography and the institu-
tions of settler capitalism as promoters of growth and development in the long-term. Countries
like Canada, Argentina, Australia and New Zealand, among others, expanded their frontiers of
settlement, created important infrastructural transformations, received millions of immigrants
and capital and became the most important producers of natural resources for exports during
the first era of globalization (c. 1850-1914). Comparative studies that study these countries’
development have particularly praised the democratic distribution of land in small lots, like in
the United States and Canada, which created a class of successful farmers. With the help of
Geographic Information system (GIS), this dissertation revisits the political economy of West-
ern Canada settlement by using a historical economic geography approach.

Previous investigations on Western Canada settlement used decennial census records to
estimate where settlers established themselves. This method is problematic as the expansion of
the frontier of settlement happened on a very dynamic period where settlers moved frequently
from one region to another. The use of annual postal records, instead, provides a more complete
understanding of the region. As postal facilities opened where immigrants had already estab-
lished themselves, the location of post offices gives a more nuanced understanding of the evo-
lution of the frontier of settlement.

This study reconstructed the historical postal and railroad networks that revealed an un-
even pattern of settlement with more details. Similarly, by analyzing updated homesteads en-
tries and cancellations data during the period, this dissertation found that farmers’ failures were
more frequent than the classical literature assumed, particularly after the 1890s, a period schol-
ars regarded as one of more stable settlement.

The production of space and the formation of the institutions in Western Canada from
the 1850s to 1914 shows the dynamic of capitalist expansion and natural resources exploitation
in a new territory. The location of post offices helps to understand in a granular form the uneven
development of regions and the emergence of small communities that later became nodes of an

important railroad network.
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Chapter 1

Introduction

This dissertation revisits the process of land appropriation and distribution in
Western Canada during the first era of globalization (c.1850-1914).! The importance of
studying the alienation of land in the New World resides in that the organization of a
newly acquired space shaped the political economy of new countries and moulded the
formation of the institutions of settler capitalism. In this form, this dissertation will
explore two of the main institutions that illustrated the pace of settlement and state for-
mation in Western Canada: the Dominion Lands Office and the postal network. Based
on government published records, official statistics, maps, contemporary publications
and a variety of other sources from newspapers and city directories to diaries and gaz-
etteers, this study incorporates underutilized material and new data to recreate the dy-

namic period of frontier expansion and state formation in Canada. The incorporation of

! There is an agreement that globalization ended about 1914, however, the beginning of this period is
somehow blurred. This dissertation focuses on the period 1850-1914 which coincides with the age of
mass migration, as some scholars described it. See Michael D. Bordo, Alan M. Taylor, and Jeffrey G.
Williamson, Globalization in Historical Perspective (Chicago: University of Chicago Press, 2005), 4.



Geographic Information System (GIS) analysis to study the period adds a rather new
approach to evaluate the historical geography of the region. In the process, this disser-
tation will discuss general assumptions posited by theorists of institutions. Secondly, it
will refine the comparative approach to study areas of recent settlement, as Ragnar
Nurkse? described them. Third, it will contribute to the historiography of nineteenth
century Canada and lastly, it will offer another approach to study Western Canada re-
gional development by incorporating sources and data that have not been used previ-

ously.
1.1  Motivation

Since the 1850s, the expansion of capitalism in temperate areas of recent settle-
ment followed similar patterns. Canada, the United States, Australia, New Zealand and
Argentina, among other countries, benefited by their geographical location, became the
principal producers of primary products for exports by the turn of the century. The con-
quest and domination of large extensions of territory, the arrival of millions of immi-
grants in these newly acquired lands and the creation and consolidation of nation-states
marked the main characteristics of this period. As these countries became recipients of
international capital and immigrants, they experienced important spatial and infrastruc-
tural developments. Villages, towns and cities became interconnected through an al-
ways-expanding postal, telegraph and railroad networks and the flow of immigrants,
capital and goods between regions created the conditions for capitalist growth in the
long run. These historical transformations occurred in a similar period that started in
the 1850s and continued until the First World War, the culmination of what historians
dubbed “the long nineteenth century.”® The coincidences were not fortuitous indeed
and their interconnection and differences help to elucidate the experience of natural
resources exploitation, immigration, dependence, growth and development in the new

world.

These coincidences frequently encouraged comparative analyses on areas of re-

cent settlement that emphasized the importance of natural resources, staple production

2 Ragnar Nurkse, “International Investment To-Day in the Light of Nineteenth-Century Experience,”
The Economic Journal 64, no. 256 (December 1, 1954): 745, doi:10.2307/2228042.

3 The term “long nineteenth century” has been coined by Hobsbawn and widely used by other scholars,
to illustrate the period between the French Revolution and the beginning of the First World War. See E.
J Hobsbawm, The Age of Empire, 1875-1914, 1st Vintage Books ed. (New York: Vintage, 1989), 6.



and dependence in these countries’ evolution.* Other studies, based on New Institu-
tional Economics (NIE) theories, focused on the organization and evolution of eco-
nomic institutions as the main factors behind these countries’ long run growth and de-
velopment.® The New World is an important case study because it allows researchers
to test different hypotheses about capitalist growth and development in comparison.
These regions shared similar factor endowments, land, and their development started
somehow in the same period, the second half of the nineteenth-century. In the 1850s,
the American Plains, the Canadian Prairies, the Australian wheat belt and the Argen-
tinian Pampas, among others, were large extensions of sparsely populated lands blessed
by a temperate climate and fertile soil. Their importance, however, was in their ulterior
economic development. As the nation-state expanded the frontiers of settlement, new
areas were incorporated into agricultural production. The extension of the railroad lines,
the improvement of farming techniques and the arrival of international capital and im-
migrants transformed these Neo-Europes, as Alfred Crosby called them, into the prin-
cipal staple producers for the international market; yet, their economic organization

experienced different patterns of capitalist development in the long run.®

4See D. C. M Platt and Guido Di Tella, Argentina, Australia, and Canada: Studies in Comparative De-
velopment, 1870-1965 (London: Macmillan in association with St. Antony’s College, Oxford, 1985);
German Gonzalez and Valentina Viego, “Argentina-Canada from 1870: Explaining the Dynamics of
Divergence,” June 2009, http://mpra.ub.uni-muenchen.de/18394/; John Fogarty and Tim Duncan, 4us-
tralia and Argentina: On Parallel Paths (Melbourne: Melbourne University Press, 1984); Jeremy
Adelman, Frontier Development: Land, Labour, and Capital on the Wheatlands of Argentina and Can-
ada, 1890-1914 (Oxford: Oxford University Press, 1994); Donald Denoon, Settler Capitalism: The Dy-
namics of Dependent Development in the Southern Hemisphere (Oxford [Oxfordshire]: Clarendon
Press, 1983); Carl E. Solberg, The Prairies and the Pampas.: Agrarian Policy in Canada and Argen-
tina, 1880-1930 (California: Stanford University Press, 1987).Héctor L Diéguez, Argentina y Aus-
tralia : algunos aspectos de su desarrollo economico comparado, Documento de trabajo (Centro de In-
vestigaciones Economicas (Instituto Torcuato Di Tella)) ; 38. (Buenos Aires: Instituto Torcuato di
Tella, Centro de Investigaciones Econémicas, 1968); Barrie Dyster, “Argentine and Australian Devel-
opment Compared,” Past & Present, no. 84 (August 1979): 91-110.

5 Among a large body of scholarly works, the most recent studies that reflect an ongoing discussion on
institutions and development are perhaps Daron Acemoglu and James Robinson, Why Nations Fail:
The Origins of Power, Prosperity, and Poverty (New York: Crown Publishers, 2012); Stanley L.
Engerman and Kenneth L. Sokoloff, eds., Economic Development in the Americas since 1500: Endow-
ments and Institutions (New York: Cambridge University Press, 2012); Jared Diamond and James Rob-
inson, Natural Experiments of History (Cambridge, Mass., USA: Harvard University Press, 2012).

¢ Alfred W. Crosby, Ecological Imperialism: The Biological Expansion of Europe, 900-1900, 2nd ed.,
new ed, Studies in Environment and History (Cambridge ; New York: Cambridge University Press,
2004), xv. For British investments and capital flows to the new world see Angus Maddison, The World
Economy: A Millennial Perspective, vol. 1-2 (Paris: Development Centre of the Organisation for Eco-
nomic Co-operation and Development, 2001), 101-102; W.N. Goetzmann and A. Ukhov, “British In-
vestment Overseas 1870-1913: A Modern Portfolio Theory Approach” (National Bureau of Economic
Research, 2005), 33; Michael Edelstein, Overseas Investment in the Age of High Imperialism: The
United Kingdom, 1850-1914 (Taylor & Francis, 1982), 270.



Land, labour and capital played similar roles in the early development of areas
of recent settlement but the historical evolution of these countries often differed. More-
over, after the Second World War, countries of the so-called Anglo world like Australia,
Canada and New Zealand continued a path toward growth and development while
countries of the so-called Spanish world separated from the core and never converged
with them again.” Some theorists claim that colonial institutions, democracy, property
rights, geography or land distribution might have influenced this divergent path among
countries. The idea of looking at the past to understand the present has always tempted
some social sciences scholars and researchers. The risks of those assessments are that
the answers very often come in the form of binary, static explanations. Their intentions
are remarkable but their results lightly elaborate on the particularities of historical geo-
graphical transformations over time.® Other studies based on a more nuanced under-
standing of the past, focus more on factual analysis rather than on conjectural predic-
tions and mathematical models such as the ones performed by practitioners of the New

Economic History (NEH).’

One of the startling characteristics found in NIE and NEH’s studies is the rather
deterministic evaluation found in the study of historical facts. The use of particular
sources to analyze the past makes some NIE’s studies of countries of recent settlement
unconvincing. When those studies are critically confronted with other historical inter-

pretations, the differences are important, as this dissertation will demonstrate in next

7 Argentina is a particular case. During the last decades of the nineteenth century, it converged with
countries of the Anglo world. By the first decades of the twentieth, it outperformed some of those econ-
omies but later on, it started a slow process of divergence to leave the “convergence club” after the
1950s. See Steve Dowrick and J.Bradford DeLong, “Globalization and Convergence,” in Globaliza-
tion in Historical Perspective (Chicago: University of Chicago Press, 2003), 200—203.

8 While analyzing Spain’s colonial institutions, Alejandra Irigoin and Regina Grafe have challenged
Douglass North’s often-simplistic binary interpretation of the formation and evolution of the institu-
tions of the Anglo and Spanish worlds. See Alejandra Irigoin and Regina Grafe, “Bargaining for Abso-
lutism: A Spanish Path to Nation-State and Empire Building,” Hispanic American Historical Review
88, no. 2 (May 1, 2008): 174-175, doi:10.1215/00182168-2007-117. Similarly, Gareth Austin chal-
lenges Acemoglu, Johnson and Robinson’s methodology to study the historiography of Africa. See
Gareth Austin, “The ‘Reversal of Fortune’ Thesis and the Compression of History: Perspectives from
African and Comparative Economic History,” Journal of International Development 20, no. 8 (Novem-
ber 1, 2008): 9961027, doi:10.1002/jid.1510.

% For a brief account of the origins of NEH and NIE see, R. W. Fogel, “The New Economic History. 1.
Its Findings and Methods,” The Economic History Review 19, no. 3 (1966): 642-56, doi:10.2307/25
93168; Peter Temin, “Economic History and Economic Development: New Economic History in Ret-
rospect and Prospect,” Working Paper 20107 (Cambridge: National Bureau of Economic Research,
2014), http://link.springer.com/content/pdf/10.1007/978-3-642-40458-0 28-1.pdf.



chapter. It appears that for NIE-NEH theorists the period from the 1850s until the pre-
sent time in new areas of settlement was a long linear event. Institutions that formed
during the colonial period, or after independence in the case of the United States and
Latin American countries, did not experience substantial transformations, changes or
evolutions and this initial institutional organization influenced these countries’ perfor-
mance for the entire period; they were path dependent, as Douglass North claimed.'? If
institutions that originated differently during the initial years of state formation like the
British and Spanish institutions, as NIE students state, were responsible for the colo-
nies’ divergent path of development in the long run, how one can explain the conver-
gence period at the turn of the nineteenth century like the one experienced between
Canada and Argentina? Was it, as some followers of NIE’s theories claim, that the
initial distribution of land created the conditions for inequality that provoked divergent
development in the long term? If the late twentieth century explains anything, it is that
undoubtedly Latin America fell behind after the 1950s. If the cause of that divergence
was the origin of their nineteenth-century institutions or more precisely the unequal
distribution of land, it is certainly a debatable topic, as this study will discuss it in the

following chapters.

This dissertation engages in a critical evaluation of NIE’s studies and revisits
the experience of land appropriation, natural resources exploitation, settlement and im-
migration in the Canadian Prairies from the 1850s to 1914. The main motivation is to
revise the literature on frontier development in the Prairies by re-evaluating historical
assumptions about land tenure and property rights to the land. In NIE’s analyses, the
transformation of the Canadian Prairies (and the American West for that matter) is used
very often to compare how the early distribution of land in small plots promoted de-
mocracy and hence economic growth in contrast to those countries that divided land
into large estates that benefited the elite, like in Latin America. In this sense, the eval-
uation of the appropriation of communal land shared by different indigenous commu-
nities, the ulterior enforcement of property rights to the land and the expansion and
consolidation of the settler state are important topics in this dissertation. The main ques-

tions this dissertation asks is whether the initial appropriation and distribution of land

19 Douglass C. North, Institutions, Institutional Change and Economic Performance (Cambridge; New
York: Cambridge University Press, 1990), 92—-100, 113—-117.



in the New World was responsible for divergent development in the long run. The sec-
ond question asks whether the settlement of Western Canada followed the trends pos-

ited by NIE scholars or represented a particular case of development.
1.2 Methodology and Scope

In this regard, the focus will be on the evaluation of Western Canada in context
with other areas or regions of recent settlement, mainly Argentina, Australia and New
Zealand. The historical comparative approach to study Western Canada in context with
other areas of recent settlement does not follow a pre-determined path. In some in-
stances, there will be comparisons between countries; in others, between regions or
areas according to the necessity of the argument. While this dissertation incorporates
statistical information from different sources, it is not an econometric evaluation. This
study embraces a multidisciplinary approach that brings the fields of Economic History,
Economic Geography and Historical Economic Geography together; however, it leaves
behind the trends established by practitioners of neo-classical economics to analyze the
period.

The study of space as a product of capitalist intervention redefines the metanar-
rative of factor endowments, land and natural resources exploitation, as they are com-
monly described in the literature. In this sense, this dissertation considers that the or-
ganization of a capitalist space in the new world was a fundamental characteristic on
the formation of a settler state. The study of human activity across time, as historians
do, also incorporates the study of the environment where this activity took place. Not
only historical events happened in a determined place, cultural, social and economic
transformations were also influenced by the geographic location, as Harold Innis ob-
served for Canada.!! Hence, the reconstruction of the past, or the “geography of the
past”!? led historians and social scientists to incorporate the study of space, broadly
defined as land or factor endowments, not as a part of a natural landscape but as a place

manufactured through human intervention for the purpose of capitalist exploitation.

"' Harold A. Innis, The Fur Trade in Canada: An Introduction to Canadian Economic History, Re-
printed Edition (Toronto: University of Toronto Press, 2001), 393.

12 Jan N. Gregory and Richard G. Healey, “Historical Gis: Structuring, Mapping and Analysing Geog-
raphies of the Past,” Progress in Human Geography 31, no. 5 (October 1, 2007): 638-53,
doi:10.1177/0309132507081495.



The principal study will be on the evolution of the Prairie Provinces, what today
are the provinces of Manitoba, Saskatchewan and Alberta. This dissertation uses the
term “Prairie” interchangeable with the term “Western Canada”. In different studies,
Western Canada includes the Province of British Columbia. Although it similarly ben-
efited from the arrival of immigrants and capital, British Columbia’s production pattern
possessed a different character, mainly forest and mining production instead of agricul-
tural commodities, principally wheat but also cash crops and livestock. In addition, ge-
ographical patterns divide the territory through the Rocky Mountains, which act as a
natural barrier to separate British Columbia from the rest of the Prairie Provinces. For
these reasons, the focus will be on the three Prairie Provinces already mentioned. Cer-
tainly, the province of Manitoba, incorporated into the Canadian Confederation in 1870,
demands more attention in this study than the other territories because it was the first
Western development to form its own provincial political institutions and its main town
and future capital, Winnipeg, became incorporated as a city in 1873. A second area of
attention will be Saskatchewan and Alberta, which were part of the North-West Terri-
tories and became provinces at the turn of the century. Another focus will be on how
Western Canadian cities evolved over time during the period of capitalist expansion

and nation-state building.

The location of post offices across Western Canada helps to understand a pattern
of settlement and urbanization during the period under evaluation. The expansion of the
railroad network, furthermore, marks the dynamic of settlement and the establishment
of new towns and cities after 1878. Several studies made empirical exercises that take
into account the distance of settlements to the sea. This dissertation, on the other hand,
does not consider that evaluation because Western Canada differs from other regions
of recent settlement as the distance to the sea and consequently to ports is greater than
in Argentina, Australia and New Zealand, which developed their urban frontiers along-
side the seacoast. In this sense, in Western Canada, the location of towns, villages and
cities close to the railroad network determines the influence of means of communica-
tions and transportation in the evolution of the urban space.

1.2.1 Sources and Data

This investigation has unearthed Canadian postal data that were not used before.
Complete and systematically published postal records have existed since Confedera-

tion; however, very little has been written to analyze Canada and Western Canada’s



development with the help of that invaluable information. The Annual Reports of the
Postmaster General of Canada and the Department of Interior published within the Ses-
sional Papers provide an extraordinary occasion to discuss regional and local historical
transformations. Studies of Western Canada settlement and immigration have com-
monly used censuses records to estimate the region’s settlement, modest growth and
uneven development. The inconvenience of this approach is that censuses were taken
every ten years or every five years for the Prairie provinces, starting in 1886. Moreover,
Western Canada data was partially incorporated in the second national census of 1881.
Except for Winnipeg figures, data for the rest of the region in this census were dubious.
In addition, census districts and sub-districts were not clearly delineated as counties and
rural municipalities in Manitoba were incorporated after 1882. For the period between
censuses, data are incomplete and scattered. This dissertation argues that in moments
of great frontier expansion, census data cannot capture the dynamic of the period. Other
studies that focused on more regional or local aspects relied on homesteads and land
patents records mainly extracted from the Historical Statistics of Canada 1965 edition'?
to establish with more accuracy the evolution of settlement in particular areas.'* This
volume compiled an important number of government reports and national aggregated
data that help to obtain some important quantitative evidence of the region’s develop-
ment. While those early studies represent the “classical view” in the analysis of Western
Canada settlement, their approaches need a revision. Particularly, those studies that re-
lied on incomplete datasets of homestead entries and cancellations, as this dissertation

will evaluate in Chapter 4.

13 M. C. (Malcolm Charles) Urquhart and Kenneth Buckley, eds., Historical Statistics of Canada (To-
ronto: Cambridge University Press, The MacMillan Company of Canada Ltd., 1965).

“Among the most important works, see: K. Gary Grant, “The Rate of Settlement of the Canadian Prai-
ries, 1870-1911: A Comment,” The Journal of Economic History 38, no. 2 (June 1, 1978): 471-73;
Frank D. Lewis, “Farm Settlement on the Canadian Prairies, 1898 to 1911,” The Journal of Economic
History 41, no. 3 (1981): 517-35; William Marr and Michael Percy, “The Government and the Rate of
Canadian Prairie Settlement,” The Canadian Journal of Economics / Revue Canadienne d’Economique
11, no. 4 (November 1, 1978): 757—67; K. H. Norrie, “The Rate of Settlement of the Canadian Prairies,
1870-1911,” The Journal of Economic History 35, no. 2 (June 1975): 410-27; John Tyman, “Patterns
of Western Land Settlement,” MHS Transactions Series, 3, no. 28 (1971), www.mhs.mb.ca/docs/trans-
actions/3/landsettlement.shtml; Thomas R. Weir, “Settlement in Southwest Manitoba, 1870 - 1891,”
MHS Transactions, 3, 1960, http://www.mhs.mb.ca/docs/transactions/3/swsettlement.shtml. And per-
haps the most influential historical geographical account of Western Canada settlement, William A.
Mackintosh, Prairie Settlement: The Geographical Setting, vol. 1, Canadian Frontiers of Settlement
(Toronto: The Macmillan Company of Canada limited, 1934). Another meticulous work in the field,
although more regional in scope is John L. Tyman, By Section, Township and Range: Studies in Prairie
Settlement (Brandon, MB: Brandon University, 1972).



This study will incorporate other sources to contribute to the study of the region.
The increasing availability of new data, digitized maps and digital libraries put in the
hands of researchers new evidence that in some way facilitate the task and circumvent
the tiresome endeavour of on-site archival investigation. This dissertation takes ad-
vantage of the availability of new sources in digital format and incorporates them into
new approaches and methodologies. The use of Geographical Information System
(GIS) incorporates a rather new approach in historical economic studies, which expands
the use of quantitative data in a spatial environment. The incorporation of GIS to eval-
uate areas of recent settlement is valid because the analysis of space needs a tool that
can present new findings in a new stylized form. For instance, the study of railroad
networks and the distance of settlements to the railway, the impact of geographical
constrains in the election of settlements, the importance of regional particularities in
economic development can be also mapped with certain precision. The analysis of post
office locations in nineteenth century Western Canada provides, as this dissertation will
show, new elements to evaluate when and where settlers established themselves in a
region. As geographical transformation cannot be explained without a historical frame-
work, likewise, historical development cannot be understood without a further expla-

nation of geographical settings. '
1.3 Research Contribution

This dissertation’s main contribution is the incorporation of the postal and rail-
road annual data into GIS. Its aim is to fill the gaps in spatial transformation that exist
between censuses and to estimate certain economic activity such as postal revenues and
money orders figures. The second main contribution is the gathering and geo-referenc-
ing of almost 1,000 post offices location across the Prairies and the reconstruction of
the historical railroad lines that started their expansion into the west after 1878. For
reason of space, those datasets are available online.!® The third contribution was the
revision of homestead entries and cancellations data from 1870 to 1914. These data

were generally extracted from the Historical Statistics of Canada’s 1965 edition but

15 Jordi Marti-Henneberg, “Geographical Information Systems and the Study of History,” Journal of
Interdisciplinary History 42, no. 1 (2011): 11.

16 Datasets are available at http://gusvelasco.sytes.net/data



records were incomplete. Information gathered for this dissertation incorporated a more

complete dataset extracted from individual land offices across the Prairies.
1.4  Chapters summary

The rest of this introduction is a summary of the chapters. Natural resources
exploitation and dependence generated important studies during a great part of the
twentieth century. Chapter 2 echoes those investigations and engages in a historio-
graphical evaluation of the trends that marked Canada’s economic history. In this re-
gard, Harold Innis’ contribution to the debate is paramount to understand the influence
of staple production to Canada’s development. A secondary discussion analyzes
sources and methodology in the comparative evaluation of Canada and Argentina. This
literature review is centered on two important studies that gave historical context to the
study of factor endowments and institutions. Although a number of papers have ana-
lyzed Argentina and Canada together, Jeremy Adelman and Carl Solberg’s full-length
monographs were the principal comparative contributions to the field. This part criti-
cally analyze both works, principally, Solberg’s general assumptions and methodology
derived from a particular use of primary sources. The role of land, as natural resources
or as factor endowments, in the formation, expansion and development of nineteenth-
century institutions in Canada is the chapter’s principal contribution that connects with

a critical evaluation of NIE’s theories.

Chapter 3 analyzes Canada in context with other countries of recent settlement.
It compares Canada’s economic growth and immigration and population trends with
countries that started their spatial transformation in a similar period such as Australia,
New Zealand and Argentina. Comparing these countries’ evolution helps to understand
Canada’s spatial transformation during the period 1850-1914. This chapter also raises
questions about the quality of data, principally nineteenth century data, to provide a
reliable estimate of the period under evaluation. Figures on net immigration and popu-
lation growth were difficult to estimate, as countries did not follow precise border con-
trol during the period. Moreover, the dynamic of frontier expansion could not capture
with precision migrants’ mobility across the regions. This is particularly evident in the
discussion about Canada’s immigration and migration patterns, especially to the United
States. For this reason, nineteenth century GDP figures must be taken as a broad guess-
timate. Nevertheless, these figures help to obtain a glimpse of the transformation expe-

rienced during the period and to act as an initial step for further investigations.
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One of the New World’s important transformations during the nineteenth cen-
tury has been the incorporation of distant territories into capitalist production for the
international market. Space was no longer a narrative account that illustrated the mag-
nificent descriptions of landscapes in travellers’ diaries but a capitalist tool aimed at the
organization of the state. Chapter 4 describes the enforcement of private property in the
land in those territories. Recent studies have put special interest on the early allocation
of land as the main cause behind countries’ economic development in the long run.
These studies focus their attention on the mechanisms enforced by the United States
and Canada through the American Homesteads Act of 1862 and the Canadian Domin-
ion Lands Act a decade later. Social scientists praised these government policies as they
provided a democratic allocation of land to small holders during the period. Surpris-
ingly, these analyses leave behind other forms of land appropriation and distribution,
principally to bigger players, such as railroad and land companies and other corpora-
tions. This chapter contributes to the comparative history of countries of recent settle-
ment and examines different forms of land appropriation in the New World in different
historical period. It also contributes to the historiography of Canada and the settlement
of the Prairies and provides a more detailed assessment of Canada’s land distribution

in the newly acquired western territory.

The second part of the chapter incorporates updated homestead entries and can-
cellations data extracted from individual land offices across the Prairies and compiled
by this author. In several works, the analysis of Prairie settlement have commonly used
the Historical Statistics of Canada data.'” The problem with data related to “free grants”
in this monumental compilation of Canadian statistics is that there are incomplete. This
author has collected data from individual Land Offices across the Prairies extracted
from the Department of Interior Annual Reports published within the Sessional Papers
of the Dominion of Canada that provide a more complete understanding of the region’s
territorial development. With these updated data, this section used a Historical GIS ap-
proach to estimate settlers’ mobility according to entries and cancellations derived from
different land offices over time. The use of GIS allows one to link updated data from
homesteads entries and cancellations over time and space to obtain a better understand-

ing of settlers’ performance during the period. A GIS time series map illustrates settlers’

7M. C. (Malcolm Charles) Urquhart and Kenneth Buckley, eds., Historical Statistics of Canada (To-
ronto: Cambridge University Press, The MacMillan Company of Canada Ltd., 1965).
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mobility according to the location of land offices and data compare entries and cancel-
lations during the period. In this form, failures can be tracked in time and space by the
number of homesteads cancellations. Consequently, we find that the allocation of land

in small plots was not a guarantee of farmers’ success as it was commonly assumed.

The division of Western Canada land formed an almost perfect grid of about
50,000 townships of 36 square miles divided into quarter sections of 160 acres, the
homestead. Certainly, the occupation of those homesteads created an uneven pattern as
homesteads were settled in different periods. W. A. Mackintosh, in his original work
on the Prairie settlement of the 1930s, used census records to register the dynamic of
frontier expansion.'® Chapter 5 follows similar methodology but it incorporates postal
records. The importance of using postal records is the information provided in the Post-
master Annual Reports. This detailed information becomes of great importance not only
for its revenues’ annual estimates but also because it was possible to link those eco-
nomic figures with the geographic location of almost 1,000 post offices that opened in

the Prairies during the period.

This chapter provides sources and methodologies that have not been used before
to understand the spatial transformation of Western Canada during the second half of
the nineteenth century. Mackintosh’s early study of the 1930s used map series drawn
upon census records; in this chapter, maps and other spatial analysis performed with
the help of GIS tools used the annual data extracted from the Postmaster Annual Re-
ports and the post offices database hosted in Library and Archives Canada (LAC). This
author has compiled digital records publicly available along data extracted from textual
records from government documents, mainly from the Sessional Papers of the Domin-
ion of Canada, complemented with information provided by maps, newspapers, gazet-
teers, city directories and other contemporary sources, like settlers diaries and infor-

mation for potential immigrants published by railroad and land companies.

Of similar importance was the GIS reconstruction of the historical railroad sys-
tem in Western Canada. Based on the actual railroad network, this chapter used histor-
ical printed maps from different archives, principally from the University of Manitoba
Library and Archives of Manitoba, and textual records to produce digital format maps

and revive the expansion of the railroad into the west. This project demanded consider-

18 Mackintosh, Prairie Settlement.
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able time, as there were inconsistencies between maps and textual records. The recon-
struction, nevertheless, estimates the movement of the main railroad line and several
branches year by year to 1900. It then allowed one to connect different databases: the
postal database with the railroad database. In this form, it was possible to estimate the
distance of post offices to the railroad lines and to the rivers. This analysis shows the
dynamic of Prairie settlement and the influence of different means of transportation in
different periods. It also follows the trajectory of settled areas through the opening of
post offices and in this way, it recreates a dynamic period that captures settlers’ mobility
over time. The reconstruction of the historical railroad is of great importance as no other
source has yet rebuilt the expansion of Western Canada railroad from 1878 to 1900 in
digital format as this dissertation does.!® In this sense, the post offices and historical
railroad datasets available online in GIS format are two important contributions for fu-

ture research.

Chapter 6 presents different evaluations of the postal aggregated data for the
whole country to derive estimations of Western Canada’s performance. The postal net-
work was the principal state institution in terms of spatial presence, dynamic and num-
ber of employees. It combines the role of modern management bureaucracy aimed at
providing a public service with a quasi-political entity as state agency in places where
there were not yet any political organizations such as municipal or county government.
In this sense, a brief introduction of the composition of all federal expenditures helps
to locate the post office system within the broad components of a modern state in its
making. This chapter also incorporates data from the Dead Letters Office (DLO) that
help to obtain information about the movement of unsecured financial instruments
through the postal system. Drawn upon the DLO and the Money Orders (MO) records,
the chapter estimates money flow within and outside the country that suggest immi-
grants’ remittances. The timing of the outflow of MO illustrates when immigrants of
certain nationalities became money senders to their families in Europe and the United
States.

In sum, the organization of space in Western Canada from the 1850s to 1914
shows the dynamic of capitalist expansion and natural resources exploitation in a new

territory. Data available to study the region’s performance are scarce and limited. Other

19 The digital datasets are available at http://gusvelasco.sytes.net/data
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than censuses records, very few works provided estimates of the development of West-
ern Canada before 1914. In times of great frontier expansion and settlers’ mobility,
these data is not sufficient to capture the dynamic transformation experienced in the
period. The location of post offices year by year helps to understand in a granular form
the uneven development of regions and the emergence of small communities that later
became nodes of an important railroad network. The production of space and the evo-
lution of a newly expanded nation-state were twin projects aimed at the organization of

capitalism in new areas of settlement.
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Chapter 2

Staples, Natural Resources and Institutions:
Historiographical Discussion

2.1 Introduction

The staple theory or approach of economic growth posited early in the 1930s by
Canadian economic historian Harold Innis serves as an introduction to the study of nat-
ural resources, geography, institutions and economic growth in Canada. A renewed de-
bate about inequality and economic divergence between countries or regions has re-
introduced the debate about the role played by natural resources, geography and insti-
tutions as promoters of growth and development in the long-term.' These studies pro-
vide a comparative approach to evaluate regional or geographical disparities and trace
an imaginary line between the North and the South, if for the former we consider North
America—principally the United States and Canada—Europe and Australasia as a priv-
ileged guest and for the latter Latin America, Africa and parts of Asia. Interests in his-
torical comparative evaluations between countries or regions that exploited similar nat-
ural resources in similar periods have produced an important body of scholarly works

in the form of books, articles, seminars and conferences.? A new category of historical

! Daron Acemoglu and James Robinson, Why Nations Fail: The Origins of Power, Prosperity, and
Poverty (New York: Crown Publishers, 2012); Stanley L. Engerman and Kenneth L. Sokoloff, eds.,
Economic Development in the Americas since 1500: Endowments and Institutions (New York: Cam-
bridge University Press, 2012).

2 Among others, D. C. M Platt and Guido Di Tella, Argentina, Australia, and Canada: Studies in Com-
parative Development, 1870-1965 (London: Macmillan in association with St. Antony’s College, Ox-
ford, 1985); Germéan Gonzalez and Valentina Viego, “Argentina-Canada from 1870: Explaining the
Dynamics of Divergence,” June 2009, http://mpra.ub.uni-muenchen.de/18394/; John Fogarty and Tim
Duncan, Australia and Argentina: On Paralell Paths (Melbourne: Melbourne University Press, 1984);
Jeremy Adelman, Frontier Development: Land, Labour, and Capital on the Wheatland of Argentina
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economic analysis emerged following the impulse given by the New Economic History
(NEH) and New Institutional Economic (NIE) ideas that incorporated neo-classical
economic theory to study patterns of growth and development in historical perspective.
Following these theories that attempt to provide an empiricist approach, some scholars
reshaped the comparative method of historical evaluation delineated early by Marc
Bloch? and replaced the term for what they consider a more scientific approach to study
the past: “natural experiments in history.”* Those “experiments,” for instance, examine
why countries that had similar factor endowments and produced similar staples for ex-
port in the nineteenth-century diverged substantially in the long term.

Even though this dissertation acknowledges in general the empirical studies
posited by NEH and NIE practitioners, it distances itself from their answers. Princi-
pally, this dissertation challenges the simplistic binary explanation of “good” and “bad”
institutions as the cause(s) of countries’ divergence in the long term. Rather, it searches
for a meticulous historical and regional investigation instead of dubious universal laws

that govern human activity.

This chapter is organized as follows: Section 2.2 explores the definition and
scope of the so-called regions or areas or recent settlement. Section 2.3 examines the
contribution of the staple theory or approach to the study of regions of recent settlement.
This section presents critiques and contributions to Innis’ approach based on different
theoretical interpretations and continues in section 2.4 by discussing “new’ interpreta-
tions of Western Canada development based on neo-classical modeling and economet-
rics. Section 2.5 analyzes how a staple, wheat, shaped the development of two coun-
tries. Carl Solberg and Jeremy Adelman’s contributions to the study of land policies,

immigration and wheat production in Canada and Argentina are very important as they

and Canada, 1890-1914 (Oxford: Oxford University Press, 1994); Donald Denoon, Settler Capitalism:
The Dynamics of Dependent Development in the Southern Hemisphere (Oxford [Oxfordshire]: Claren-
don Press, 1983); Carl E. Solberg, The Prairies and the Pampas: Agrarian Policy in Canada and Ar-
gentina, 1880-1930 (California: Stanford University Press, 1987).

3 Marc Bloch, “Towards a Comparative History of European Societies,” in Enterprise and Secular
Change, trans. Jelle C. Riemersma, The American Economic Association Series (London: George Al-
len and Unwin, 1953), 494-521; William H. Sewell, “Marc Bloch and the Logic of Comparative His-
tory,” History and Theory 6, no. 2 (January 1, 1967): 208-18, doi:10.2307/2504361; Alette Olin Hill
and Boyd H. Hill, “Marc Bloch and Comparative History,” The American Historical Review 85, no. 4
(October 1, 1980): 828-46, do0i:10.2307/1868874.

4 Jared Diamond and James Robinson, Natural Experiments of History (Cambridge, Mass., USA: Har-
vard University Press, 2012).
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provide an influential framework to the study of factor endowments, geography and

institutions highlighted in section 2.6 . Section 2.7 concludes.
2.2 Toward a Definition of Region

What things define a region? What do scholars define when they argue about
regions of recent settlement? This section provides an overview and definitions that
serve to understand the following arguments about space, factor endowments and ge-
ography. During the second half of the nineteenth century, a group of countries that had
obtained formal and informal independence from their mother countries experienced a
similar pattern of territorial expansion, national governments, foreign direct invest-
ment—yprincipally from Great Britain—and settlement of European immigrants. Alt-
hough, they have distinctive, individual features, scholars defined those countries ac-
cording to what they considered their shared characteristics. Ragnar Nurkse defined
them as “regions of recent settlement: the spacious, fertile and virtually empty plains of
Canada, the United States, Argentina, Australia and other ‘new’ countries in the world’s
temperate latitudes.”> James Belich differentiates the shared characteristics of the An-
glo-World, especially Australia, New Zealand and Canada from those countries of the
Spanish-World. There were not the geographical characteristics that describe this group
of countries, as Nurske stated but, rather, the origins of the political and institutional
experience.®

In the quest to explain settlement and capitalist development from the mid-nine-
teenth century on, other authors expanded the scope and included South Africa, Chile
and Uruguay among the members of that group of countries that received an important
influx of European immigrants.” Angus Maddison describes as “Western Offshoots”
only those developed countries of the Anglo-world: Australia, Canada, New Zealand
and the United States. He differentiates them from those countries of the Spanish Off-

shoots that experienced less growth and development than the Western Offshoots.® For

5> Ragnar Nurkse, “International Investment To-Day in the Light of Nineteenth-Century Experience,”
The Economic Journal 64, no. 256 (December 1, 1954): 745, doi:10.2307/2228042.

¢ James Belich, Replenishing the Earth: The Settler Revolution and the Rise of the Angloworld (Oxford:
Oxford University Press, 2009).

7 Denoon, Settler Capitalism.

8 Angus Maddison, The World Economy: A Millennial Perspective, vol. 1-2 (Paris: Development Cen-
tre of the Organisation for Economic Co-operation and Development, 2001), 449.
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Alfred Crosby, European immigrants arrived and settled in the New World in areas with
climate and vegetation similar to Europe. He describes these countries as “Neo-Eu-
ropes” because settlers introduced in the New World the same economic, biological and

institutional arrangement as those they had in Europe.’

Although regional investigation was the starting point to evaluate countries of
recent settlement, as they became staple(s) producers for the international markets, the
term “region” became interchangeable with the term “area” or “country”. While some
scholars expanded the periods under scrutiny, others described the country in question
as a whole without explaining regional particularities; for instance, the Canadian Prai-
ries became Canada or the Argentinian pampas became just Argentina. It is important
to note these latter descriptions as they overlook the definition of the region and the
timing and thus, history becomes a blurred horizon. The scope of study—time and
space—must represent similar units, as John Fogarty, argues.'? Those are not minor
details as the area those countries had in 1850 changed significantly by the turn of the

century and their economic development followed in several instances different paths.

The second half of the nineteenth century experienced a great dynamic in the
form of territorial expansion, influx of immigrants, new political boundaries and hence,
new political institutions. The scope of the investigation and the historiography that
give context to the analysis must reflect those changes in time and space in order to
compare similar or different areas in question. The region under scrutiny highlights its
importance once its economic activity shifts from one mode of production to other(s).
The transformation of Western Canada from a fur trade region to a region of agricultural
production for the world market delineated a great structural change. The new staples,
wheat and livestock, transformed the geography of the region and as such influenced
the evolution of new towns and cities. If the fur trade sketched the territory with trails
and portages connecting rivers and lakes with the centres of distribution and shipping,
the wheat economy crossed the space onto a rather perfect grid of townships and home-

steads. The addition of the railroad network to this new organized territory acted as hub

® Alfred W. Crosby, Ecological Imperialism: The Biological Expansion of Europe, 900-1900, 2nd ed.,
new ed, Studies in Environment and History (Cambridge ; New York: Cambridge University Press,
2004).

10 John P. Fogarty, “The Comparative Method and the Nineteenth Century Regions of Recent Settle-
ment,” Historical Studies 19, no. 76 (1981): 412—413, doi:10.1080/10314618108595647.
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of economic activity and urbanization. Staple production consequently shaped the ge-
ography of the region, its infrastructure, communication networks and ultimately, insti-

tutions. In this sense, this dissertation follows Innis in style and approach.
2.3  The Staple Discussion

2.3.1 Dependence and Staple Theory

The production of staples for the world market in the second half of the nine-
teenth century reshaped the economic geography of Canada. Although he did not for-
mulate a “theory” or “thesis,” ' Harold Innis’ study of the role of natural resources in
Canada’s development became a foundational idea that influenced the evolution of Ca-
nadian economic history debates, or as William Marr and Donald Paterson state, “it
provides an essential taxonomy — a system of classification for like economic phe-

29 ¢¢

nomena.”!? Even though his “thesis,” “approach” or “theory” has been contested since
at least the 1950s, it deserves a brief introduction as he positioned the field of Canadian
history, historical geography, regional development and economic history into the in-
ternational debate about staple production, transportation, economic growth and de-

pendence.

Canadian scholars pioneered the field of historical economic geography and re-
gional development early in the twentieth century. W. A. Mackintosh’s studies of the
settlement of the Canadian Prairies and the role played by geography and natural re-
sources exploitation in Canada’s growth is contemporary to Harold Innis’ study.'?
Mackintosh recognized earlier that the production of staples for the European market
did in fact produce growth and development. He added with optimism that, “[n]othing

is more typical of colonial development than the restless, unceasing search for staples

"' In fact, Melville Watkins gave a theoretical framework to Innis’ ideas. See Melville H. Watkins, “A
Staple Theory of Economic Growth,” The Canadian Journal of Economics and Political Science / Re-
vue Canadienne d’Economique et de Science Politique 29, no. 2 (May 1963): 141-58,
doi:10.2307/139461.

12 William L. Marr and Donald G. Paterson, Canada: An Economic History, 2nd ed. (Toronto: Gage
Publishing, 1980), 11.

13 Mackintosh edited a collection of studies under the title Canadian Frontiers of Settlement that dis-
cussed similar ideas to those of Innis.

19



which would permit the pioneer community to come into close contact with the com-
mercial world and leave behind the disabilities of a pioneer existence.”'* For Innis, on
the contrary, staple production created dependency toward the industrialized centres of
consumption. Consequently, an export-led economy based on the production of raw
materials energized and multiplied the areas under exploitation to serve mainly the pro-
duction of primary goods. Analyzing the fur trade in Canada, Innis observes, “[a]gri-
culture, industry, transportation, trade, finance, and governmental activities tend to be-
come subordinate to the production of the staple for a more highly specialized manu-
facturing community.”!> Dependence on more industrialized countries became the
model of growth but also its restrain. “The economic history of Canada,” remarks Innis,
“has been dominated by the discrepancy between the centre and the margin of western
civilization.”!® Canada became in this way the principal supplier of raw materials to the
industrialized world and to the United States “even more than of Great Britain.”!” A
country that relies on the exploitation of natural resources alone delays therefore the

process of industrialization and thus of modern economic growth.

2.3.2 Staples and Periphery: A Comment on Argentina

The debate on nineteenth-century patterns of growth and development based on
staples production in countries of recent settlement has added plenty of insightful stud-
ies to the economics and history fields. The debate influenced a cross-country evalua-
tion over the years and several studies remarked on the similarities (or differences) be-
tween Argentina, an informal British domain, in words of Henry S. Ferns, '® and the rest

of the British offshoots.!® Argentina, for instance, experienced an important structural

"W, A. Makintosh, “Economic Factors in Canadian History,” in Melville H. Watkins and H. M.
Grant, eds., Canadian Economic History: Classic and Contemporary Approaches (Ottawa: Carleton
University Press, 2000), 5.

15 Harold A. Innis, Staples, Markets, and Cultural Change, ed. Daniel Drache (Montreal: McGill-
Queen’s University Press, 1995), 5. See also Harold A. Innis, The Fur Trade in Canada: An Introduc-
tion to Canadian Economic History, Reprinted Edition (Toronto: University of Toronto Press, 2001),
385.

16 Innis, The Fur Trade, 385.
17 1bid., 386.

18 H. S. Ferns, “Britain’s Informal Empire in Argentina, 1806-1914,” Past & Present, no. 4 (November
1953): 60-75.

19 Solberg, The Prairies and the Pampas; Adelman, Frontier Development, Héctor L Diéguez, Argen-
tina y Australia : algunos aspectos de su desarrollo economico comparado, Documento de trabajo
(Centro de Investigaciones Econdmicas (Instituto Torcuato Di Tella)) ; 38. (Buenos Aires: Instituto
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transformation and economic growth from the 1880s until the First War similar to other
European off-shoots. It is important to note that by the time Innis illustrated his staple
model, Argentinian economists were making similar conclusions regarding Argentina’s
growth. During the second half of the nineteenth century Argentina’s agrarian produc-
tion expanded rapidly and so did its growth rate. The benefits of that growth, however,
did not produce an important industrial transformation. Economists and intellectuals
close to the ideas posited in Revista de economia argentina, like Alejandro Bunge,
noted in 1918 that Argentina faced dependence problems in developing its economy.
Bunge argued that for fifty years Argentina’s economy depended on the interests of
external buyers and suppliers and in order to obtain economic independence the country
should change its economic policies according to its own needs. In this way, the country
could create better possibilities to promote industrialization and public works expansion

and initiate a path towards modern development.?°

Later contributions by the “developmentist” or structuralist school led by Raul
Prebisch and the CEPAL (ECLA) put industrial development at the centre of the scene
again. Prebisch’s definition of “centre” and “periphery” became a cornerstone in future
studies of development. He argues that the economic advantages of the international
division of labour are unquestionable but countries in the periphery that suffered the
lack of industrialization became less advantaged because their productivity levels does
not allow them to save and enjoy the benefits of the developed countries.?! The linkages
that later Melville Watkins described for Canada were not present in the evolution of
Argentina’s growth.?? It is not clear if Innis’ theory was informed by Bunge’s approach
on external dependence or if Prebisch knew about Innis when he theorized about une-
qual exchange, Latin America’s terms of trade and core and periphery relationships.

The fact was that Innis explained Canadian early development in similar terms. It is

Torcuato di Tella, Centro de Investigaciones Economicas, 1968); Fogarty and Duncan, Australia and
Argentina: On Parallel Paths; Platt and Di Tella, Argentina, Australia, and Canada.

20 Alejandro Ernesto Bunge, “La economia positiva y la politica econdmica argentina,” Revista de
economia argentina, September 1918, 250, 253.

21 Raul Prebisch, “El desarrollo econdmico de la América Latina y algunos de sus principales prob-
lemas,” Desarrollo Economico 26, no. 103 (October 1986): 479, doi:10.2307/3466824. An earlier ver-
sion of this article was published in 1949 by CEPAL (ECLA).

22 Watkins, “A Staple Theory of Economic Growth,” 145.
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noteworthy then to incorporate areas of recent settlement to the analysis of staple pro-

duction and development.

2.3.3 Staple Theory, Growth and Industrialization

For Innis, the fur trade determined the geographic limits of Canada’s develop-
ment. “The present Dominion,” says Innis,” emerged not in spite of geography but be-
cause of it. The significance of the fur trade consisted in its determination of the geo-
graphic framework.”?}In this form, geographic determinism implied that staples per-
petuates the same economic cycle based on primary products for exports. Watkins dis-
putes Innis’ pessimist argument and states that, if the staple economy expands and over-
comes the so called “staple trap,” it is possible that a secondary or tertiary economy
would evolve and then the term “staple economy” would lose its negative connotation
as Innis remarked.?* Watkins finds that three sort of linkages—backward, forward and
demand linkages—interconnect the cycles of staple production and accelerate capital
accumulation and thus, potential industrialization. The backward linkages provoke the
increasing of investments in capital goods and production for the staple industry. For-
ward linkages cause the re-investment of the product of natural resources exports into
industry, for instance, further processing of primary commodities: wheat to flour to
baked goods or logs to lumber to shipbuilding. Demand linkage, through the diversifi-
cation of production, directs investment toward those industries that produce for the

domestic market.?

Watkins considers that entrepreneurship and state involvement
through solid institutions—institutions moulded anew without any constrain toward an
export-led economy—would take advantage of the exports and promote a good busi-
ness climate for domestic and international investors.?® In this way, the staple economy
generates the conditions for economic diversification and the domestic market benefits

twofold, first as producer and then as consumer of local industrialized goods.?’

Innis, however, had similarly addressed Watkins’ contribution in an early study,

although his sense of “industrialization” must be analyzed with caution. While Watkins

2 Innis, The Fur Trade in Canada, 393.

24 See Watkins, “A Staple Theory of Economic Growth,” 151-152.
% Ibid., 145.

26 Ibid., 146-148.

2 Ibid., 144.
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explains a modern economic growth based on staple production like the transformation
experienced after the 1890s, Innis was describing the passage from the fur trade to a
more industrialized activity like lumber production. Analyzing the development of
Quebec in the 1820s, Innis recognized the region’s economic dependence on fur trade
and lumber as the principal staples. Nonetheless, he also made a distinction about the
different outcomes that this dependence created according to specific staples. While the
first stage of growth based on fur trade did not create development and perpetuated
dependency on this staple, the lumber industry that developed thereafter created the
conditions for industrial innovations and significant levels of settlers’ mobility.?® This
latter explanation deserves more attention as small-scale transportation involved in the
fur trade, like canoes and small boats, were not able to provide an important return
cargo. The lumber industry, instead, utilized larger vessels that on the return trip be-
came passenger boats that transported large number of immigrants.?” The expansion of
canals and waterways and the improvement of maritime transportation, said Innis, were
“responsible for rather violent fluctuations in economic development through the de-
pendence on staple raw materials.”* In this case, a positive dependence stage gave
impulse to another economic cycle based on a more industrialized staple, lumber. Innis’
early thought was close to the optimistic Mackintosh’s approach than to the pessimistic
view outlined in his later arguments; nevertheless, dependence on staple production

marked the development of Canada well after the turn of the century, as 3.3.4 will show.

2.3.4 Metropolis, Frontier and Dependence

If Innis’ approach provided a new interpretation of economic growth based on
external dependence and the production of staples, J. M. S. Careless argues that the
country’s territorial expansion created another kind of dependence, an internal depend-
ence, that mediated between the financial and commercial centres, the metropolis, and
the new, distant territories, the frontiers.?! For Careless, the political and economic will

of the metropolis influenced the development of the frontier. This dependent connection

28 Harold A. Innis and Mary Quayle Innis, Essays in Canadian Economic History (Toronto: University
of Toronto Press, 1962), 67-69.

¥ 1bid., 67.
30 Ibid., 74-75.

3L J. M. S Careless, Frontier and Metropolis: Regions, Cities, and Identities in Canada before 1914,
The Donald G. Creighton Lectures 1987 (Toronto: University of Toronto Press, 1989), 10.
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determined an internal core-periphery relationship in which the new towns formed dur-
ing the period of frontier expansion were economic, politically and socially subordi-
nated to the necessities of the metropolis. In this form, the establishment of financial
institutions, wholesale trade centres and the extension of the transportation networks in
the newly incorporated towns and cities was a clear determination of metropolitan cap-

italism, not to the export-led agricultural production, as Innis stated.

Careless’ contribution to the organization of cities and regions is very important
as he incorporates the study of space, urban space, as a capitalist battlefield for the
location of financial institutions, communication networks and wholesale centres. The
hinterland as staple producer strengthened the role of the frontier cities as dual centres
of power. On the one hand, frontier-expanding cities could not detach themselves from
the metropolis’ influence and consequently acted as their distant agents. At the same
time, some new urban centres that evolved within the hinterland also became metropo-
lises on their own and soon raised themselves as centres of regional influence by exer-
cising control over other forming towns and cities. The location of post offices, as this
dissertation will show, demonstrates that trend. A network of well-located post offices
provided services to smaller ones. The intersection of central post offices, railroad sta-
tions and hubs of postal routes will demonstrate the spatial setting of central towns and
cities.*? In this way, regional urban centres marked the dynamic of frontier develop-
ment. Echoing Innis’ geographical determinism, Canada, says Careless, “reflected the
profound influence of physical environments.”** Space, that is geographical location,
played an important role as a determinant factor in the dual relationship between the
metropolis and the hinterland.

2.3.5 New Dependence and Underdevelopment: the Canadian Way

The early assessment of Canada’s development and early dependence on the

American market made some social scientists to wed Innis’s staple approach with that

32 For an elaboration on central places and gateway cities see, Bonnie Barton, “The Creation of Central-
ity,” Annals of the Association of American Geographers 68, no. 1 (March 1, 1978): 34—44; Charles S.
ReVelle and Ralph W. Swain, “Central Facilities Location,” Geographical Analysis 2, no. 1 (January 1,
1970): 3042, doi:10.1111/j.1538-4632.1970.tb00142.x; A. F. Burghardt, “A Hypothesis About Gate-
way Cities,” Annals of the Association of American Geographers 61, no. 2 (June 1, 1971): 269-85,
doi:10.1111/j.1467-8306.1971.tb00782.x.

33 Careless, Frontier and Metropolis, 20..
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of the Latin American dependency school.**

By connecting these ideas, the studies as-
sumed that Canada and Latin America’s development appear to follow similar patterns
of underdevelopment and external dependency because they produced staples for the
international market. However, as Leo Panitch points out, Canada followed a “rich de-
pendency” path because since the beginning of its institutional organization after Con-
federation in 1867, production under free or relatively free-labour conditions followed
the patterns of a “normal” modern capitalist development.> The social relations of pro-
duction in Canada followed a more mature stage similar to those of the developed coun-
tries.*® On the contrary, in the “poor” periphery where pre-capitalist relations of pro-
duction persisted, he argues, the dependence on the metropolis was stronger. While in
Canada an entrepreneur class promoted industrialization, in the periphery, argues Pa-
nitch, mercantilism reproduced a pre-capitalist mode of production.’” Panitch’s argu-
ments contested R. T. Naylor’s thesis that Canada’s late industrialization or “take-off”
was a result of the necessities of the “mercantile-financial entrepreneurs.”*® The form-
ative capitalist class, argues Naylor, invested in endeavours of rapid turnover instead of
putting their capital into the much longer process of industrialization.** Panitch, how-
ever, does not make strong distinctions between the different sectors of the capitalist
class as Naylor does. For Panitch, industrialists and mercantilists were the members of
the same class regardless if profits were obtained from production or from distribution.
There is, of course, a shortcoming in Panitch’s arguments. He focuses mainly on On-
tario or Upper Canada as the paramount of “normal” relations of productions. The his-

torical period shows, however, an uneven development between regions. He acknowl-

34 David McNally, “Staple Theory as Commodity Fetishism: Marx, Innis and Canadian Political Econ-

omy,” Studies in Political Economy 6, no. Autumn (1981): 37; Leo Panitch, “Dependency and Class in

Canadian Political Economy,” Studies in Political Economy 6, no. Autmumm (1981): 10.

35 Panitch, “Dependency and Class in Canadian Political Economy,” 24.

3¢ Ibid., 9.

37 1bid., 15-16.

38 R. T. Naylor, “The Rise and Fall of the Third Commercial Empire of the St. Lawrence,” in Gary Tee-
ple, ed., Capitalism and the National Question in Canada (Toronto: University of Toronto Press,

1972), 3.

¥ Ibid., 21; R. T. Naylor, The History of Canadian Business, 1867-1914, Carleton Library Series 207
(Montreal: McGill-Queen’s University Press, 2006), 4.
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edges that Quebec followed different a path of development; however, he does not men-
tion Western Canada where pre-capitalist relations of productions persisted even after
Confederation. Confederation did not change significantly the fur trade. In fact, it re-

mained one of the most important staples exported from Manitoba until the 1890s.%°

The staple approach influenced all Canadian schools of economic and political
thought. Classical and neo-classical approaches lauded the staple economy for its con-
nection to the international markets and thus for the linkages the economy obtained by
exploiting natural resources. For “dependentistas,” heterodox economists and neo-
Marxists, the explanation is rather divided. There are those who consider that staple
production retarded industrialization because capital was mainly invested in infrastruc-
tures that benefited the production of staples like canals, railroads, and western expan-
sion and those like Panitch who claims that mercantilism in Canada did not reproduce
pre-capitalist relations of production as it did in Latin America, but, on the contrary, it

promoted industrialization.*!
2.4 Canadian Economic Historians became Empirical

The staple thesis or approach produced an important number of scholarly works
that endorsed or challenged its general ideas. One the most common criticisms to Innis’
thesis or approach was the difficult to probe it with empirical results. Critics of the role
that the wheat economy played in Canadian economic development started in the late
1950s. Kenneth Buckley argued that it is difficult to precisely measure the contribution
of the wheat boom to Canada’s economic growth. He considers that Innis’ approach
must be studied in terms of regional development as the staple was defined by geogra-

phy and time. Once the frontier of settlement expanded, new areas entered into produc-

40 Gerald Friesen, “Imports and Exports in the Manitoba Economy 1870-1890,” Manitoba History, no.
16 (Autumn 1988): 31-41. Arthur Ray’s book, principally Chapter 3, thoroughly studied the im-
portance of the fur trade in Canada during the first era of globalization. See, Arthur J. Ray, The Cana-
dian Fur Trade in the Industrial Age (Toronto: University of Toronto Press, 1990).

41 Surprisingly a revival of Canadian “dependence” and the re-evaluation of the so-called left-national-
ism gained ground in recent debates. See, “The Staple Theory @ 50. Reflections on the Lasting Signifi-
cance of Mel Watkins’ ‘a Staple Theory of Economic Growth’” (Canadian Centre of Policy Alterna-
tives, March 2014); Paul Kellogg, Escape from the Staple Trap: Canadian Political Economy after Left
Nationalism (Toronto ; Buffalo: University of Toronto Press, 2015).
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tion and new staples appeared because of market demands and technological improve-
ments.* This is certainly true in the sense that other cash crops experienced an im-
portant increase during the period. Although Buckley asserts that capital formation for
the period 1896-1930 demonstrated an important change compared to previous periods,
he considers that with data available at the time it is impossible to disaggregate the

contribution of the wheat economy to Canada’s growth in general.**

As data from Western Canada were diverse and unclear, other scholars relied
on new approaches to fill these data gaps and attempted to provide a better understand-
ing of the Prairies’ contribution to the Canadian economy. Following the trends initi-
ated by practitioners of the “New Economic History,” the 1960s and 70s witnessed
attempts to provide a new theoretical approach and empirical contribution to Innis’
ideas by incorporating the use of statistics and econometrics to the study of Canadian
economic history. The results vary and for a moment had its importance. Edward J.
Chambers and Donald F. Gordon used neo-classical equilibrium model and counterfac-
tual model to probe the role of the “staple” in Canada’s GNP.* They argued that the
“staple thesis” needed a quantitative evaluation in order to determine how much the

wheat boom contributed to the increase of Canada’s per capita income.

Their model stated that in the peak of the Canadian wheat boom, the Prairie
region might have contributed only 8.4 percent to the national economy and they argue
that other factors might have promoted regional economic growth.*> Their counterfac-
tual model asks what would have happened if all the Prairie agricultural land were made
of rock? Their conclusion was that neither factor endowments nor capital had a great
influence in raising GNP per capita and cannot be considered as factors of economic

growth per se. They do not provide a clear answer, but they suggest that technological

42 Kenneth Buckley, “The Role of Staple Industries in Canada’s Economic Development,” The Journal
of Economic History 18, no. 4 (December 1958): 443—444.

4 Ibid., 444-445.

4 Edward J. Chambers and Donald F. Gordon, “Primary Products and Economic Growth: An Empiri-
cal Measurement,” Journal of Political Economy 74, no. 4 (August 1966): 315-332.

4 Ibid., 328.

27



innovation, human capital, institutions and policies might have been of greater im-
portance.*® Unfortunately, the measures of those contributions were unclear in Gordon

and Chamber’s creative study.

2.4.1 Counterfactual Model: A Critique

Certainly, counterfactual models provide a very stylized answer to the problems
investigated. The question is whether counterfactual models help to understand socie-
ties of the past or if they provide answers that validate the models of their practitioners.
The discussion then is the validity of incorporating stylized mathematical models to the
study of history. Does economics, or the more widely use of econometric models, allow
a more rigorous understanding of the past or does it contribute to simplify and force a
research agenda detached of the nuances of historical transformations? This is particu-
larly true when researchers use nineteenth-century data without any critical evaluation
of the quality of said data and the forms in which they were collected. This dissertation
will show in the following chapters that data quality for the studied period must be used
with caution. Numbers found in historical statistics were not free of bias; they re-
sponded to the historical political interests of the moment. The incorporation of econo-
metric studies in Canada did not take into account the quality of the data as Kenneth
Buckley, mentioned in the previous paragraph, suggested. Chambers and Gordon’s ar-
ticle, nevertheless, produced a dividing line in Canadian economic history theory. In a
response to their critics,*’ they came again with the “what if” assumption to validate

the counterfactual model.*®

The problem then comes with the conditional assumptions
and generalizations of historical facts. For what reason might a historian be interested
in facts that have never happened? Gordon and Chambers had their reasons and made
it clear. They are not making a historical examination of the economic evolution of
Canada or some of its variables but, instead, they were performing a hypothetical eval-

uation in which one of the historical facts, the wheat boom, did not happen.*

46 Ibid., 327.

47 John H. Dales, John C. McManus, and Melville H. Watkins, “Primary Products and Economic
Growth: A Comment,” Journal of Political Economy 75, no. 6 (December 1, 1967): 876-80,
doi:10.2307/1829578.

48 Edward J. Chambers and Donald F. Gordon, “Primary Products and Economic Growth: Rejoinder,”
Journal of Political Economy 75, no. 6 (December 1, 1967): 881, doi:10.2307/1829579.

4 Ibid., 883.
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Aside from their ahistorical perspective, Chambers and Gordon did not take into
consideration a number of other factors that might have probably changed their evalu-
ation. In the first instance, they paid little attention to the previous period, which set the
basis for the wheat boom, mainly the expansion of the state and the creation of new
government institutions and second, to the development of new towns and cities along-
side the railroad lines. Some of these latter observations may probably be difficult to
measure or quantify because data are not readily available but not all the factors that
became of historical relevance can be measured. Nevertheless, it is important to take
into account the timing of Prairie settlement as an important measure to study the de-

velopment of the region.>°

2.4.2 The Rate of Settlement

Other works that focus on the development of Western Canada also used econ-
ometrics to study the region and they incorporated the settlement of the Prairies and
natural resources production as other variables of analysis. This was an important step
forward, as Chambers and Gordon paid scant attention to the region’s settlement. The
production of natural resources for the international market was closely connected to
the region’s rate of settlement as it triggered a number of other developments, namely,
railroad extension, roads, public works, the development of villages, towns, cities and
so forth, as previous sections discussed. In general, neo-classical economic historians
and economists attempt to study the period based on regression models. The results
differed substantially and the answers very often determined that wheat prices, falling
transportation costs, technological innovation, or the availability of farming land in the
United States had a positive or negative correlation with the rate of settlement in West-

ern Canada.

30 Based on Cambers and Gordon’s paper other studies contributed to the discussion and incorporated
other variables that took into account the impact of tariff revenues, additional sectors of the economy,
the creation of economies of scale from population and market growth as well as issues with the meas-
ure of land rent used. See for instance, Caves, R.E. “Export-led Growth and the New Economic His-
tory,” in J.N. Bhagwati, R.W. Jones, R.A. Mundell and J. Vanek (eds.) Trade, Balance of Payments
and Growth, Amsterdam, 1971, 403-42; Gordon W. Bertram, “The Relevance of the Wheat Boom in
Canadian Economic Growth,” The Canadian Journal of Economics / Revue Canadienne d’Economique
6, no. 4 (November 1973): 545-66, doi:10.2307/134090; Gordon W. Bertram, “Economic Growth in
Canadian Industry, 1870-1915: The Staple Model and the Take-Off Hypothesis,” The Canadian Jour-
nal of Economics and Political Science / Revue Canadienne d’Economique et de Science Politique 29,
no. 2 (May 1963): 15984, doi:10.2307/139462.
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Alongside its territorial expansion and state formation, the periodization of Can-
ada’s development from the 1850s to 1914 distinguishes four important periods.>! From
responsible government in 1848 until Confederation in 1867 the British North Ameri-
can provinces pursued integration through the extension of the first railroad lines. From
Confederation until the 1880s, the incorporation of the Western Territories and the for-
mation of new provinces created great expectations and an initial land “boom”. The
arrival of the railroad to the West coast opened the land for potential settlement; how-
ever, it was not until 1896 that an aggressive campaign to attract immigrants gave con-

siderable impulse to Prairie settlement.

Kenneth Norrie, however, set aside the period before the arrival of the railroad
in Manitoba and focused instead on the period 1879-1911, which he divided into two
different moments, before and after 1896. The evolution of dry farming technique and
the consequent expansion of the farming frontier into the semi-arid lands of Saskatch-
ewan provoked an important structural break in 1896. He considered that the increase
of the price of wheat after a long period of depressed values also acted as a boost to
Prairie settlement. Before 1896, the rate of settlement lagged behind government ex-
pectations. Norrie used the number of homestead entries each year as a dependent var-
iable and the price of wheat in Winnipeg as independent variable. The regression re-
vealed to Norrie that an increase of one percent in the price of wheat resulted in an

increase in the number of homestead entries of 1.5 percent.>?

Sandford Borins followed Norrie’s similar line of inquiry but he disaggregated
the dependent variable “homestead” into fourteen land offices records and instead of
including all the entries, he considered the net number of homesteads; that is entries
minus cancellation at the end of 1918.>* The independent variables differ from those of
Norrie’s. Borins used government expenditure, economic conditions in countries of set-
tlers’ origin and the expected profitability settlers assumed they would obtain in farm-

ing. In a second equation, he estimated the average rainfall and railroad track density.

3! Chapter 3 analyzes the period with more details.

32 K. H. Norrie, “The Rate of Settlement of the Canadian Prairies, 1870-1911,” The Journal of Eco-
nomic History 35, no. 2 (June 1975): 415-417.

33 Sandford F. Borins, “Western Canadian Homesteading in Time and Space,” The Canadian Journal

of Economics / Revue Canadienne d’Economique 15, no. 1 (February 1, 1982): 19-20,
doi:10.2307/134667.
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In the latter, Borins considered that track lines were built in advance of settlement.
Similar to Norrie, he found that in 1896 there was a structural break. In addition, he
showed that government expenditure influenced the rate of settlement after that year,
but before 1896, the reaction to government expenditure was negative.>* For Borins the
results were not satisfactory because data are limited and thus any model in this way

became incomplete.>”

Marr and Percy revised Norrie’s findings in terms of timing or periodization of
the structural breaks. For Norrie the period 1879 to 1896 was a unique, continuous pe-
riod of wheat farming which shifted after 1896 with the introduction of dry-farming
technique. Marr and Percy included in their regression model the net stock of home-
steads entries as a dependent variable—similar to Borins—instead of the total number
of homesteads entries. They also considered homestead entries as endogenous to the
process of settlement, rather than exogenous as Norrie evaluated. They also evaluated
the elasticity of the net stock of homesteads with respect to the expansion of railroad
lines and the importance of government expenditure to attract immigrants. Another dif-
ference with Norrie’s study was the consideration of the period 1879-1896 as two peri-
ods of structural breaks, 1879-1886 and 1887-1896.°° Their results differed from those
of Norrie in which the rate of railroad investment in the period 1879-1911 was im-
portant in the evolution of homesteads entries. Lastly, they found that government ex-

penditure was determinant of the rate of settlement after 1896.%

In Chapter 4, this dissertation evaluates with data from the Dominion Lands
Office the shortcomings of using homestead entries; nevertheless, this section summa-
rizes some observations needed in order to survey the traditional literature that deals
with western settlement. In the first place, the literature continues to use in their regres-

sions analysis homestead entries as dependent variable. The problem with this interpre-

54 bid., 24.

35 Ibid., 25. Section 4.4 discusses in details homestead entries and cancellations and the shortcomings
of using these data.

6 William Marr and Michael Percy, “The Government and the Rate of Canadian Prairie Settlement,”
The Canadian Journal of Economics / Revue Canadienne d’Economique 11, no. 4 (November 1, 1978):
759-761.

7 Ibid., 767.
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tation is that homestead entries mainly extracted from Urquhart and Buckley’s Histor-
ical Statistics were not reliable information.*® The number of entries and cancellations
abound in the period and as such, it makes it difficult to determine with reliability the
estimated figures. In addition, by taking the figures of homesteads entries for the whole
region, the evaluation loses the observation of regional particularities. Recent immi-
grants perceived different opportunities if they settled in southern Manitoba, where they
frequently had already built a social network of family, religion and ethnic origins, than
if they did in the isolated and extended grazing area of Alberta. The assessment in this
way should be more meticulous as disparities in time and space prevailed.

If the price of wheat was a determinant of homesteading, as Norrie suggests,
why in the same year, did some regions receive significant entries and other regions did
not? The price of wheat shows a great volatility over the whole period with abrupt shifts
from one year to the other (Figure 2-1). Settlers could hardly depend on the information
regarding wheat prices to determine the possibilities to establish themselves in a region.
Moreover, the period of higher prices from 1860 until the 1880s corresponded to the

period of lower number of homestead entries as Section 4.4 will show. On the contrary,

Figure 2-1 Price of Wheat in Canada, 1860-1914.
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8 Chapter 4 observes the shortcomings of those statistics.
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Canada (Toronto: Cambridge University Press, The MacMillan Company of Canada Ltd., 1965), 359—
360.

the period of lower wheat prices corresponded with the higher number of entries. Norrie
suggests that wheat prices increased after 1896, but that increase did not reach the levels

of the previous period until the turn of the century as the graph shows.

Another observation is the authors’ use of railroad construction as magnet to
attract new settlers. They argue that settlers followed railroad expansion. The answer,
as this dissertation will show, is yes and no. Sometimes settlers established themselves
alongside new railroad lines and other times railroads extended their lines toward areas
previously settled. For instance, in Manitoba railroads were mainly built where immi-
grants were already settled or where old settlers had lived for years. This trend followed
almost all the period with very few exceptions. Norrie started his period of study after
1879 when the first railroad connected Winnipeg with Pembina in North Dakota; the
settlement period before 1879 then was disregarded. This first railroad, particularly, ran
alongside the Red River where early immigrants had already settled in the region and a
dynamic trade route existed for years based on carts and steamships. In 1881, the CPR
main line reached Winnipeg, which had been settled several decades before. The rail
movement to the west followed similar characteristics. When it arrived in Brandon, 200
km west of Winnipeg, in 1882, the area near the railroad line, yet scattered, showed
signs of increasing settlement. In some cases, especially in the North West Territories,
settlers established themselves where the main line or a branch line was already built
but very often railroad expansion followed settlers and not the contrary. For instance,
the old stagecoach corridor that connected Calgary with Edmonton was populated with
small towns and villages before the branch line was constructed. When the railroad
network expanded into southern Manitoba until the year 1900, the farthest an open
homestead was from a railroad line did not exceed 20 miles and as Knick Harley sug-
gests railroad had little influence in the rate of settlement afterwards.>® Chapter 5 will
provide a time series assessment of the extension of railroads and settlements through

the location of post offices.

% C. Knick Harley, “Western Settlement and the Price of Wheat, 1872-1913,” The Journal of Eco-
nomic History 38, no. 4 (December 1, 1978): 873.
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If the extension of the railroad shows a correlation with the increase of settle-
ment, then how does it explain the expansion of the frontier of settlement before the
arrival of the railroad, as 5.4.2 will show in the time series maps based on postal rec-
ords? If the computation includes projected lines to the evaluation, then it is difficult to
estimate with precision a fact that had not taken place yet. Similarly, following Marr
and Percy, if railroad investment produced an increase in homestead entries, then what
they suggest was that that investment was directed to the construction of a branch or
the extension of a line. If this was the case, they agree with the other evaluations that
considered that settlers followed or moved alongside the expansion of the railroad net-

work.

In sum, if quantitative evaluations and counterfactual models are constrained by
economic assumptions independent of human activity, the answer then becomes lim-
ited, as economic factors are the outcomes of political intervention, disputes of power
and institutional arrangements; in sum, human intervention. Econometric studies of the
expansion of Western Canada isolated the economic from the social and political influ-
ence; moreover, they often put history aside. The use of “natural experiments” with
methods borrowed from the natural sciences hardly reproduce similar empirical output
in the social sciences.®® This dissertation aims to incorporate data for Western Canada
that will be important to reassess the contribution of the region to the country’s devel-
opment. The incorporation of postal data and the reconstruction of the railroad network
alongside a new evaluation of homestead entries and cancellations during the period

aims at enhancing the historical evaluation that other scholars did in the past.
2.5 Land, Immigration and Government Policies: A Comparison

The use of neo-classical equilibrium models and econometrics to understand the
past frequently put aside the different ways societies organized over time. For neo-clas-

sical theorists, economic activity takes place in an orderly, frictionless environment

% The scope of this literature review does not allow one to going further on the debate between the dif-
ferent interpretations. However, this dissertation distances itself from neo-classical theories, mathemat-
ical modelling and counterfactual studies in the evaluation of historical events and it critically makes
use of quantitative and spatial analyses and statistics. More on this discussion, Robert Fogel and Geof-
frey Elton, Which Road to the Past?: Two Views of History (London: Yale University Press, 1983); Da-
vid Greasley and Les Oxley, eds., Economics and History: Surveys in Cliometrics, 1 edition (Wiley-
Blackwell, 2011) and a critical study of Neo-Classical empiricism in Francesco Boldizzoni, The Pov-
erty of Clio: Resurrecting Economic History (New Jersey: Princeton University Press, 2011). Another
recent work that takes into account both methodological approaches to study the past is the previously
cited Diamond and Robinson, Natural Experiments of History.
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where external forces like struggle for power, institutional arrangements or government
intervention were factors of less importance. New Institutional Economics (NIE) theo-
ries aim to solve the problems present in historical analysis based on the neo-classical
models of development. NIE does not reject neo-classical models—in fact the study of
individual behaviours is of great importance in their theory—but for them the market
is imperfect as the flow of information between participants is incomplete and thus it
increases the transaction costs associated with the economic exchange. For Douglass
North, institutional organization is the fundamental factor that reduces transaction costs
and “uncertainty by providing a structure to everyday life.”¢! Even if institutions or-
ganize society by providing the “rules of the game”, they were not created to be efficient
per se; institutions serve the interests of those with greater bargaining power.®* Central
to NIE’s theory is the organization of property rights, especially in areas of recent set-
tlement. The following section presents a comparative evaluation of two countries that
developed a similar set of institutional arrangements in the second half of the nineteenth
century: Argentina and Canada. Both countries expanded their territorial domains, or-
ganized the state, provided the policies to distribute public land, enforced private prop-

erty of the land and delineated diverse immigration policies over time.

The problems of external dependence, late industrialization and growth in dif-
ferent areas of the New World were the starting points that marked the debates about
natural resources exploitation in light of twentieth century uneven development and
divergence. These different paths of growth and development between countries were
more apparent after the Second World War. In the late nineteenth century, however, the
export-led economy in new areas of settlement experienced similar patterns of devel-
opment, although, they maintained their regional particularities. Carl Solberg and Jer-
emy Adelman’s comparative evaluation of Canada and Argentina’s performances of
the late 1880s and early 1890s bring about an original study of both countries’ similar
growth pattern by analyzing wheat production, land distribution and institutions in the
pampas and the prairies.% The importance of both works is twofold. First, they intro-

duce a meticulous study on the unequal distribution of land in Canada and Argentina

! Douglass C. North, Institutions, Institutional Change and Economic Performance (Cambridge; New
York: Cambridge University Press, 1990), 3.

62 Ibid., 3, 16.

5 Adelman, Frontier Development; Solberg, The Prairies and the Pampas.
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and compare both countries’ economic output based on same staples, wheat. Secondly,
the importance of their works became apparent because New Economic History (NEH)
and New Institutional Economics (NIE) theorists broadly cite and mention them in the
investigation of growth, land tenure, property rights, immigration and institutions in the
Americas, particularly when they compare Canada and Argentina’s different economic

performance in the long-run.%*

2.5.1 Land Distribution in Canada

Solberg’s hypothesis is that Canada’s more democratic land policies created a
class of small farmers based on land ownership and family production who became
successful producers in the long-term. His hypothesis states that as farmers became
owners of their homestead land and acquired Canadian citizenship in a short time, they
incorporated themselves into the Canadian society and as such, they were able to create
agrarian cooperatives that formed links of solidarity among other producers and to-
gether were able to improve and increase their production. On the other hand, argues
Solberg, Argentina failed to provide proper democratic land policies and the main out-
come was that in the long-run, concentration of land did not promote agrarian produc-
tion in the way Canada did. Hence, the concentration of land in few hands restrained
the availability of small farming plots and thus settlers were not able to obtain land
ownership as they did in Canada. In addition, the difficulties to obtain citizenship as
easily as in Canada detached immigrants from the region they had already settled and
transformed them into a rather nomadic population searching for better opportunities
elsewhere. Because of their mobility, they could not knit proper links of solidarity with

other producers and thus they ultimately failed to create cooperatives.®

At a first glance, these assumptions explain in general why Argentina was ap-
parently less successful while Canada achieved a most important path of development
at the turn of the century. Solberg’s analysis, however, needs to be revised. Solberg
downplays the initial forms of land distribution in Canada before and after Confedera-
tion and with him, other scholars paid little attention to the distribution of land to big

players.® For instance, following the agreement between the Hudson’s Bay Company

% Particularly in Engerman and Sokoloff’s important studies.
% Solberg, The Prairies and the Pampas, 20, 29, 52, 56, 59, 62, 67, 226-227.

% The concentration of the research only on wheat production leaves unattended other forms of land
utilization. In Western Canada, principally in Alberta, large extensions of land were used for cattle
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(HBC) and the Dominion government in 1869, the Company obtained twenty per cent
of the farming land once the survey was completed. More importantly, the Company
retained all the land adjacent to their posts in the small towns and villages where they
had established business since early times.®” Canadian historian W. L. Morton observes,
“[O]ne of the greatest transfers of territory and sovereignty in history was conducted as
a mere transaction in real estate.”®® In places like Winnipeg, for instance, the HBC was
an active participant in the wave of land speculation and was one of the supporters of

the real estate boom of 1881-82 in the region.®

Solberg also pays scant attention to the fact that the Canadian Pacific Railway
(CPR) obtained land two miles north and south of the railroad lines as it advanced in

t.7% Other parties became also great beneficiaries of public

the extension into the Wes
land distribution in the period, especially colonization companies with direct connec-
tions to Ottawa and different politicians.”' Before settlers established themselves in the
new towns and cities that formed alongside the extension of the railroad, speculators
and businesspersons took advantage of land conditions and in searching for business

opportunities moved from one “land boom to another.”” The railroad land grant also

increased as the government needed more funding to extend the railroad network. In

farming and grazing and there were important disputes between ranchers and farmers for those lands.
See, David Breen, The Canadian Prairie West and the Ranching Frontier: 1874-1924 (Toronto: Uni-
versity of Toronto Press, 1983).

67 Charles John Brydges, The Letters of Charles John Brydges, 1879-1882, Hudson’s Bay Company
Land Commissioner, ed. Hartwell Bowsfield, Publications of Hudson’s Bay Record Society 31 (Winni-
peg: Hudson’s Bay Record Society, 1977), xiv.

% Quoted in Friesen, The Canadian Prairies, 117.

%John Selwood and Evelyn Baril, “Land Policies of the Hudson’s Bay Company at Upper Fort Garry:
1869-1879,” Prairie Forum 2, no. 2 (November 1977): 101-119; Charles Napier Bell, “The Great
Winnipeg Boom,” Manitoba History, no. 53 (October 2006): 32-37. For an early study of HBC’s land
policies, see Archer Martin, The Hudson’s Bay Company’s Land Tenures and the Occupation of Assin-
iboia by Lord Selkirk Settlers, with a List of Grantees Under the Earl and the Company (London: Wil-
liam Clowes and Sons Limited, 1898).

70 Harold A. Innis, A History of the Canadian Pacific Railway (Toronto: McClelland and Stewart,
1923), 98-99.

"I Twenty-four senators and other politicians were among stockholders in several land companies. See
for instance, A. M. Lalonde, “Colonization Companies in the 1880s,” Saskatchewan History XXIV
(1971): 101-14.

2 See Robert A. McDonald, Making Vancouver: Class ,Status and Social Boundaries, 1863-1913

(Vancouver, BC, Canada: UBC Press, 1996), 37; Henry C. Klassen, A Business History of Alberta
(Calgary [Alta.]: University of Calgary Press, 1999), xxv.
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1874, twenty miles each side of the railroad line were reserved for that purpose. In July
1879, the reserve augmented to fifty-five miles each side of the line that contained about
100 million acres in the best agricultural area. By 1883, more than one thousand town-
ships were surveyed in an area of the fertile belt that contained twenty-seven million
acres; of those, about one thousand townships went to railroad subsides” and only
thirty-six percent went to Free Grants. The Dominion kept about eleven percent of those

and the CPR and the HBC obtained together thirty percent of the land.”

The history of land allocation to European settlers was also the history of dis-
possession for indigenous and Métis peoples.” No less important was the procedure to
distribute farming plots to the Métis peoples displaced from the land they had long set-
tled.”® Under the Manitoba Act of 1870, the children of Métis settlers would receive
1,400,000 acres of land in compensation for their lost because of the new federal survey
and the subsequent land division.”” Métis, instead of land, received scrip and some re-
located in places different from where they usually resided. While a few ones obtained

land, the majority of scrip ended up in the hands of lawyers and speculators.”

73 Kirk N. Lambrecht, The Administration of Dominion Land, 1870-1930 (Regina: Canadian Plains Re-
search Center, 1991), 12.

4 A detailed account of the Canadian railroad land policies in times of state expansion in James Blaine
Hedges, The Federal Railway Land Subsidy Policy of Canada (Cambridge: Harvard University Press,
1934); John A. Eagle, The Canadian Pacific Railway and the Development of Western Canada, 1896-
1914 (Kingston: McGill-Queen’s University Press, 1989). Chapter 4 will evaluate the allocation of
land in Western Canada.

75 The French term Métis or the British term Half-Breed refers to the children of white French or Anglo
settlers and indigenous women.

76 Jaqueline Peterson argues that the Manitoban half-breed population identify themselves, culturally
and ethnically, with those from the Great Lakes region. See Jaqueline Peterson, “Many Roads to Red
River: Métis Genesis in the Great Lakes Region; 1680-1815,” in Jacqueline Peterson and Jennifer S. H.
Brown, eds., The New Peoples: Being and Becoming Métis in North America (St. Paul, Minn: Minne-
sota Historical Society Press, 2001), 37—71. In a more recent work, J. Peterson doubts about the Great
Lakes mixed-blood population as self-identifying themselves as Métis. See Jaqueline Peterson, “Red
River Redux Métis Ethnogenesis and the Great Lakes Region” in Nichole St-Onge, Carolyn Po-
druchny, and Brenda Macdougall, eds., Contours of a People: Metis Family, Mobility, and History, Re-
print edition, New Directions in Native American Studies (Norman: University of Oklahoma Press,
2014), 30-31.

"7 Canada. Statutes, An Act to Amend and Continue the Act 32 and 33 Victoria, Chapter 3, and to Es-
tablish and Provide for the Government of the Province of Manitoba (Ottawa: Brown Chamberlin,
1870).

78 See this discussion in Paul L. A. H. Chartrand, Manitoba’s Métis Settlement Scheme of 1870 (Saska-
toon: Native Law Centre, University of Saskatchewan, 1991); Thomas Flanagan, Metis Land in Mani-
toba (Calgary: University of Calgary Press, 1991); Douglas N. Sprague, Canada and the Metis, 1869-
1885 (Waterloo, ON, Canada: Wilfrid Laurier University Press, 1988). See also Friesen, The Canadian
Prairies: A History, 198-199.
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Aboriginal producers experienced other restrains as well. Sarah Carter, for in-
stance, has described in detail how the government discouraged Plain Indians, who had
engaged in successful agrarian production, from continuing farming for the market. The
government argued that Aboriginal peoples’ way of life was not suitable for agricultural
production. The Canadian government denied them any technical aid and located pro-
ducers who had succeeded in their agricultural endeavours on small, less fertile, sub-
sistence plots further from the area that the government had already reserved for future
European settlements.”” As described above, the argument that Canada promoted a
more democratic land allocation policy compared with that of Argentina is a matter of
debate. Meétis and indigenous peoples were both ill-treated in the allocation of land; put
simply, they were pushed aside in order to allow the establishment of European settlers.
It is fair to ask then: To what extent the distribution of land in Western Canada was
more “democratic” than elsewhere? Certainly the answer is also a topic of debate and

historical interpretation. 3’

2.5.2 Immigration Policies in Canada

Canada and Argentina relied greatly on the arrival of European immigrants in
the new frontier areas in order to expand agrarian production. Solberg, however, argues
that Canada introduced better immigration policies than Argentina because it granted
citizenship to newcomers in a short time. He states that as newcomers were able to
obtain Canadian citizenship shortly after they settled, they successfully incorporated
themselves earlier into the trends of Canadian society, culture and politics. This de-
scription is rather misleading, as it appears that immigrants could easily obtain citizen-
ship or naturalization. The Immigration Act of 1906 and the extension of 1910, aimed
at enforcing a more restrictive legislation, allowed the government to regulate the status
of women and children born outside of Canada, prohibit the settlement of “undesirable”

persons and deport them more easily. This latter legislation was in contrast with that

7 See Sarah Carter, Lost Harvests: Prairie Indian Reserve Farmers and Government Policy (Montreal:
McGill-Queen’s University Press, 1990), ix.

8 Livio Di Matteo has recently published an important study on wealth inequality in Canada. See Livio
Di Matteo, “Wealth Distribution and the Canadian Middle Class: Historical Evidence and Policy Impli-
cations,” Canadian Public Policy 42, no. 2 (June 1, 2016): 132-51, do0i:10.3138/cpp.2015-041. See
also, Livio Di Matteo, “Land and Inequality in Canada 1870-1930,” Scandinavian Economic History
Review 60, no. 3 (November 1, 2012): 30934, doi:10.1080/03585522.2012.727765. For urban land
inequality in Winnipeg see, David G. Burley, “The Keepers of the Gate: The Inequality of Property
Ownership during the Winnipeg Real Estate Boom, 1881-82,” Urban History Review/Revue D histoire
Urbaine 17, no. 2 (October 1988): 63-76.
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applied by Clifford Sifton, the Minister of Interior under Prime Minister Laurier, in a
previous period. Before the Immigration Act of 1906-1910 and the Naturalization Act
of 1914, any alien male who had resided in Canada for one year could apply for natu-
ralization. The Naturalization Act of 1914 enforced a more rigorous legislation and the
period of residence in Canada before applying for naturalization was of three years."!
This is an important argument, indeed, because Solberg emphasizes that as immigrants
obtained “citizenship,” it was more likely that they remained in the place they first set-
tled. The conditions to obtain “citizenship” became more difficult over the years. It is
important to note this because under a more benign immigration legislation, settlement
into the West was rather modest; on the contrary, under a more rigorous and restrictive
legislation, immigration increased significantly.®? It would be difficult then to relate the
acquirement of Canadian “citizenship” with the successful settlement of immigrants

into the West.

Following Solberg’s argument, immigrants participated in the communal life of
their settled area and consequently, with other producers, created agrarian cooperatives
earlier on. According to Solberg, cooperative organization allowed farmers to own
grain elevators collectively in the Prairies and as such, they were in better position to
negotiate the sale of their production in the market, as they owned the storage facili-
ties.®3 As this might have been true after 1900, during the last decades of the nineteenth

century farmers struggled to sell their products and to buy cheaper machines.?* Gerald

81 A special status under the Immigration Act of 1906 created the figure of “Canadian Citizen”, but still
persons born in Canada were considered British subjects until 1947 when Parliament passed the Citi-
zenship Act. Solberg’s early article acknowledges the term “British subject” instead of Canadian citi-
zen. See Carl Solberg. “Land Tenure and Land Settlement: Policy and Patterns in the Canadian Prairies
and the Argentine Pampas, 1880-1930” in Platt and Di Tella, Argentina, Australia, and Canada, 55.
See “Canadian Citizenship Act, 1947 | CMIP 21,” Canadian Museum of Immigration at Pier 21,2015,
http://www.pier21.ca/research/immigration-history/canadian-citizenship-act-1947; “Immigration Act,
1906 | CMIP 21,” Canadian Museum of Immigration at Pier 21, 2015, http://www.pier21.ca/re-
search/immigration-history/immigration-act-1906; “Immigration Act, 1910 | CMIP 21,” Canadian Mu-
seum of Immigration at Pier 21,2015, http://www.pier21.ca/research/immigration-history/immigra-
tion-act-1910; “Naturalization Act, 1914 | CMIP 21,” Canadian Museum of Immigration at Pier 21,
2015, http://www.pier21.ca/research/immigration-history/naturalization-act-1914. A collection of es-
says critically discusses the history of citizenship in Canada. See William Kaplan, ed., Belonging: The
Meaning and Future of Canadian Citizenship (Montreal: McGill-Queen’s Press, 1993).

82 In fact, settlers were a very mobile population and except for those who established themselves in
ethnic bloc settlements, the rest moved from places very often. See our argument in 4.4 .

8 Solberg, The Prairies and the Pampas, 67.
8 See Ian MacPherson, “‘Better Tractors for Less Money’: The Establishment of Canadian Co-Opera-

tive Implements Limited,” Manitoba History 13, no. Spring 1987, accessed April §, 2012,
http://www.mhs.mb.ca/docs/mb_history/13/coopimplements.shtml.
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Friesen observes that foreign companies that fixed the market’s price mostly owned
grain elevators. As pools’ monopoly determined the market conditions, farmers could
not hold their production much longer to obtain better prices. This situation persisted
until 1900 when the passing of the Manitoba Grain Act organized the market in better

terms for producers and gave them more tools to negotiate prices.®’

2.5.3 Land and Immigration Policies in Argentina

Solberg’s arguments of the Canadian prairies seems to be rather contradictory
when compared with other sources and historical facts. In the case of Argentina, Sol-
berg uses ambiguous definitions. It can be argued that Argentina applied bad land pol-
icies that perpetuated inequalities or erratic policies in general that undermined its per-
formance later on but not that Argentina “never devised ... [a] massive land-distribution
program” or that “no national land policy existed in Argentina.”¢ This argument is
plainly untrue. The government followed with clear interest and, yet, unequal results
several policies to allocate public land in different moments. Some of those examples,
for instance, were President Rivadavia’s enfiteusis in the 1820s, the New Plan of Fron-
tiers in the Province of Buenos Aires of 1837, the Law of Immigration and Colonization
of 1876 and different projects of colonization in the provinces of Santa Fe, Entre Rios,

Buenos Aires and other federal territories.®” Similarly, the federal government paid

85 See Gerald Friesen, The Canadian Prairies, 332-333 and Canada. Statutes, An Act Respecting the
Grain Trade in the Inspection District of Manitoba, 63-64 Victoria-Chapter 39, 1900; Vernon C.
Fowke, The National Policy and the Wheat Economy, Social Credit in Alberta, Its Background and De-
velopment 7 (Toronto: University of Toronto Press, 1957), 116—-118. In chapter 9, Fowke discusses the
implementation of grains control in Western Canada based on Royal Commission’s recommendations.
Also, D. J. Hall, “The Manitoba Grain Act: An “Agrarian Magna Charta”? in Gregory P. Marchildon,
ed., Agricultural History, vol. 3, History of the Prairie West (Regina, SK: Canadian Plains Research
Center, 2011), 289-308.

8 Solberg, The Prairies and the Pampas, 51.

87 Rivadavia was secretary of government in 1822 when he introduced the enfiteusis, but the most im-
portant aspects of the law appeared when he was president after 1826. See also Auguste Brougnes, Ex-
tincion del pauperismo agricola por medio de la colonizacion en las provincias del Rio de la Plata con
un bosquejo jeografico é industrial (Parana, Argentina: Imprenta del Estado, 1855); Argentina, Ley de
Inmigracion Y Colonizacion de La Republica Argentina Sancionada Por EI Congreso Nacional de
1876 (Buenos Aires: Imprenta y litografia de M. Biedma, 1881); Argentina, Ley sobre venta de tierras
de propiedad de la nacion: Sancionada el 24 de octubre de 1882 (Imp. del Departamento Nacional de
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Congreso de la Nacién. Camara de diputados de la Nacion, Emilio Lahitte, and Antonio M. Correa, In-
vestigacion parlamentaria sobre agricultura, ganaderia, industrias derivadas y colonizacion: Or-
denada por la H. Camara de diputados en resolucion de 19 de junio de 1896 (Buenos Aires: Tip. de la

41



great interest to the evolution and expansion of agriculture. Solberg’s argument has
historical and methodological problems. It is misleading to say that the Argentinian
government did not have any agrarian policy because the Ministry of Agriculture was
not created until the end of the nineteenth century and “even after that the ministry did
little scientific research.”®® Indeed, under Domingo F. Sarmiento’s presidency in 1871,
the government created the National Department of Agriculture. The Department’s vo-
luminous reports in 1872 demonstrate the clear interest the federal government had to

promote agriculture, settlement and investigations on farming techniques.

Although the Department encountered difficulties in operating properly, it man-
aged to distribute seeds and pamphlets promoting cultivation techniques and main-
tained an extensive correspondence with the interior provinces and with other depart-
ments and ministries of agriculture in Europe whom it exchanged information about
agricultural development. The Department’s intention was to create a body of officers
and inspectors of agriculture and colonies to assess the country’s needs, create agrarian

schools, promote different forms of cultivation and cattle rising and to improve species

Penitenciaria Nacional, 1898); Argentina. Departamento Nacional de Agricultura, Informe Del Depar-
tamento Nacional de Agricultura Avio 1872 (Buenos Aires: Imprenta de “La Nacion,” 1873); Argen-
tina. Departamento Nacional de Agricultura, Informe Del Departamento Nacional de Agricultura Afio
de 1875 (Buenos Aires: Imprenta y Litografia del Courrier de La Plata, 1875); Argentina. Departa-
mento Nacional de Agricultura, Informe del Departamento Nacional de Agricultura Afio de 1876 (Bue-
nos Aires: Imprenta y Litografia del Courrier de La Plata, 1877); Argentina. Departamento Nacional de
Agricultura, Colonia “Florencia”: informe que acerca del estado de esta colonia en marzo de 1885,
presenta el inspector de Agricultura, Manuel Vazquez de la Morena (Buenos Aires: Imprenta del De-
partamento Nacional de Agricultura, 1885); Argentina. Direccion de Inmigracion, Informe Anual Del
Comisario General de Immigracion de La Republica Argentina (Buenos Aires: Imprenta y Litografia
del Courrier de La Plata, 1877); Nicolas Avellaneda, Estudios sobre las leyes de tierras publicas (Bue-
nos Aires: Imprenta del Siglo, 1865); Buenos Aires, Instrucciones a los agrimensores y coleccion de
leyes y decretos y demas disposiciones sobre tierras publicas desde 1811 hasta febrero de 1865 (Bue-
nos Aires: Imprenta del Comercio del Plata, 1865); Buenos Aires, Codigo rural de la provincia de Bue-
nos Aires: seguido de la ley general de tierras publicas sancionada en 1878, del decreto reglamentario
de la misma, y de la ley sobre cercos y caminos generales de mayo de 1880 (Buenos Aires: Imprenta de
Pablo E. Coni, 1880).

88 Solberg, The Prairies and the Pampas, 20. In fact, Canada did not have a Ministry of Agriculture, as
Solberg claims, but a Department of Agriculture created in 1867, four years before than that of Argen-
tina. As in Argentina, the Canadian Department of Agriculture was under the orbit of the Department
of Interior. See Canada, Statutes of Canada. Passed in the Session Held in the Thirty-First Year of the
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all over the country.® Moreover, the Department was an active organizer of the Argen-
tinian delegation that participated in the Paris Exhibitions the following years.”® Alt-
hough the Department obtained disparate success and caught less political attention in
the following years, it is not clear why Solberg did not mention these important sources
in his analysis. It was clear that Argentina, as Canada did, promoted immigration, set-
tlements and agricultural production in similar ways. If one centers the debate in terms
of more efficient policies, Canada, contrary to what Solberg suggests, encountered great
difficulties in encouraging immigration to the West, principally before 1895.°! In fact,
during the initial offer of free homesteads in the 1870s, the Canadian government suf-
fered an important setback as the land allocated could not be settled and the government
had to take it back. In 1874, the government cancelled sixty-three percent of homestead
entries and ninety-three percent of pre-empty entries due to different reasons.? The
hypothesis that the Canadian state had better policies than that of Argentina is a simpli-
fied and unconvincing argument based on a particular use of primary sources. Scruti-
nizing Solberg’s arguments has the purpose of highlighting the methodological prob-
lems in doing comparative analysis. Certainly, the above discussion shows the short-
comings of using a partial set of primary sources. This argument is important because
practitioners of the so-called New Economic History and New Institutionalism Eco-
nomics replicate Solberg’s methodological problems in their comparative evaluations

of countries of recent settlement.”

% See, Argentina. Departamento Nacional de Agricultura, Informe del Departamento Nacional de
Agricultura Afio 1872 (Buenos Aires: Imprenta de “La Nacion,” 1873); Argentina. Departamento Na-
cional de Agricultura, Informe del Departamento Nacional de Agricultura Ario de 1875 (Buenos Aires:
Imprenta y Litografia del Courrier de La Plata, 1875); Argentina. Departamento Nacional de Agricul-
tura, Informe del Departamento Nacional de Agricultura Ario de 1876 (Buenos Aires: Imprenta y Lito-
grafia del Courrier de La Plata, 1877).

% In 1882, a delegation commissioned by the government travelled to Australia, Great Britain and the
United States to learn about agricultural methods and the stage of agricultural development and im-
provement in those countries. Nine volumes describe with details the results the delegation obtained in
these trips. See Ricardo Newton and Juan Llerena, Viajes Y Estudios de La Comision Argentina Sobre
La Agricultura, Ganaderia, Organizacion Y Economia Rural En Inglaterra, Estados-Unidos Y Aus-
tralia, vol. VI (Buenos Aires: Imprenta y fundicion de tipos “La Republica,” 1884).vol. 1-9.

%! Friesen, The Canadian Prairies: A History, 185-187.

%2 Canada. Department of Agriculture, Statistical year-book of Canada for 1890 (Ottawa: Brown
Chamberlin, 1891), 497. See also Adelman, Frontier Development, 26.

%3 Particularly Engerman and Sokoloff in their various papers.
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Although his sample is small, Jeremy Adelman’s study of Argentina and Can-
ada used primary sources and original archival investigation on a group of counties in
the Canadian Prairies and the Province of Buenos Aires to shed new light on both coun-
tries’ settlement characteristics. Adelman compares private records, probate records
and official statistics of a small number of counties in Argentina and Canada to analyze
land tenure and ownership. While Solberg centred his debate on how government pol-
icies (or lack thereof) influenced the process of land allocation and, thus, wealth ine-
quality, Adelman argues that the transformation of an open access regime into another
based on private property of the land produced more secure institutions. Although it
produced different levels of inequalities based on the distribution of land, nevertheless,
it promoted development.®* This argument is certainly true in the case of Argentina’s
development. Argentina’s growth paralleled that of Canada regardless of inequalities
of land distribution and the size of farming plots. If inequalities did not become apparent
in the short run, asserts Adelman, in the long run they determined the divergent path of
development, mainly the failure to setup a strong program to promote industrializa-
tion.”

The concentration of large estates in the hands of the estancieros, compared to
family farming in small plots provoked a significant debate in the historiography of
frontier settlement. Adelman proves that both systems were the outcome of historical
conditions, yet effective in their own geographical setting and timing. External factors
such as labour and capital played an important role in the definition of different paths
of capitalist development according to the necessities of the moment. For Adelman
“failure” is a relative term; both countries enforced a property system that allowed them

to growth to the limits of their institutional development.

2.6 Factor Endowments, Institutions and Economic Growth: A
NIE Approach

The discussions on staples and dependence and staples and economic growth

led to enquiry into the role of institutions as promoters of economic growth. Recent

%4 Adelman, Frontier Development, 9.

% Ibid., 264.
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literature on institutions remarks that factor endowments and land distribution deter-
mined the quality of institutions and marked different paths toward growth and devel-
opment in the Americas. New contributions by NEH and NIE students revamped the
idea of the “grand narratives” by asking: Why do countries grow? Why do countries
fail? Do institutions matter?”® Stylized arguments that used neo-classical theory attempt
to answer these questions, although some definitions need to be revised, especially the
interpretation of historical facts. In light of similar initial paths of development in the
nineteenth century, the cases of Canada and Argentina emerge very often to illustrate
how different institutional arrangements influenced divergent performance in the long
term. Solberg and Adelman’s analyses were very important as anticipated those latter
observations and studied how the development of institutions played an important role
in both countries’ growth. If institutions in Argentina failed, as Solberg argues, then
inequalities arose. If the Argentinian government failed or did not intervene in the dis-
tribution of land (laissez-faire), then a class of large landowners imposed a less demo-
cratic program, obtained more political power and ultimately undermined growth.”’
For Adelman, property rights marked a substantial difference in the modes of
land tenure in Argentina and Canada. However, the fact that in Canada land ownership
prevailed over tenancy does not mean a more efficient mode of production. Argentina
was as successful producer as Canada by using a mixed system of tenancy, sharecrop-
ping and leasehold in combination with production under a regime of land ownership.
The Agricultural Census of 1888, for instance, enumerated almost as many tenants as
owners in the Province of Buenos Aires, 15,326 owners and 12,743 tenants.’® For
Adelman the choice of using one or another property rights regime was based on market
opportunities and historical settings. The difficulty or impossibility of obtaining credits
in the Pampas made farmers rely on a more effective mode of tenure, tenancy, which
ultimately demanded less investment. In Canada, where the chartered banks were not

allowed to lend on the security of land or property, mortgage and land companies spread

% Acemoglu and Robinson, Why Nations Fail: The Origins of Power, Prosperity, and Poverty;,
Engerman and Sokoloff, Economic Development in the Americas Since 1500.

7 Solberg, The Prairies and the Pampas, 229.
%8 Buenos Aires. Comision auxiliar provincial, Exposicion de Paris, Censo agricolo-pecuario de la
Provincia de Buenos Aires: levantado en el mes de octubre de 1888 para contribuir a la repre-

sentacion de la Republica Argentina en la Exposicion universal de Paris (Buenos Aires: Estab. tip. el
Censor, 1889), 29.
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across the Prairies.”” The Census of Manitoba of 1885-86, for instance, is illustrative of
this pattern of early land ownership; it included 16,351 farm owners and only 1,170
tenants.'? Early availability of mortgages, however, marked the dynamic of land own-
ership on the Prairies and determined a different pattern of settlement between early
speculative investments and “bonafide” settlers. In this sense, this dissertation agrees
with Adelman’s arguments. While speculators, as Chapter 4 will show, bet on land al-
most in every place, external forces like weather, crop prices and farming techniques,
especially the late adoption of dry farming, ruined a bonafide settler who had mortgaged

his land based on overly optimistic prospects of a future return.

Still, regardless of the original investigation on institutions and private property,
Solberg and Adelman provide a partial understanding of Argentina’s decline and Can-
ada’s success. Solberg starts his study in 1880 and Adelman in 1890 and both centre
their investigation on wheat production, principally at the turn of the century. Certainly
the first decades of the twentieth century provide more reliable information and both
authors spent more space studying the latter period than the last decades of the nine-
teenth century where data availability were more scattered. However, their analyses do
not illustrate that there was a significant difference between both countries. At least
until the first decades of the twentieth century, as the next chapter will show, Argen-
tina’s and Canada’s performance ran parallel with other regions that based their early
economy on the production of staples, like Australia and New Zealand. From 1850 to
1900 both countries developed and experienced sustained growth thanks to the exploi-
tation of other natural resources as well, namely, wool and later beef and frozen beef in
Argentina, minerals in Australasia and mining and timber in Canada.

The comment on the Australasia region is relevant to the analysis of natural
resources as those economies developed in similar terms during the period. Comparing
Argentina, Australia and Canada, John Fogarty states that these new areas of settlement
enjoyed an important economic growth thanks to the exploitation of a “super staple.”
Wheat in Canada, wool in Australia, lamb in New Zealand and beef in Argentina were

the main super staples that helped the expansion of their economies.!' As an exercise

% Adelman, Frontier Development, 38.

100 Canada. Dept. of Agriculture, Census of Manitoba, 1885-6 (Ottawa: Maclean, Roger & Co., 1887),
129.

101 John Fogarty, “Staples, Super-Staples and the Limits of Staple Theory: the Experiences of Argen-
tina, Australia and Canada Compared” in Platt and Di Tella, Argentina, Australia, and Canada, 22-23.
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of testing a hypothesis of development through one kind of staples, Solberg and
Adelman’s studies provide interesting responses and introduce an original explanation
of the formation of institutions and the creation of a property rights regime. Solberg
acknowledges that Argentina’s most important staple production was beef, whose pro-

ducers belonged to the most powerful political fraction.'??

2.6.1 Do Institutions Matter?

For Neo-classical economics, institutions and more specifically, “institutions of
private property” as Acemoglu, Johnson and Robinson (AJR) describe them, are essen-
tial to create a favourable climate for investment and obtain “successful economic per-
formance.” ' These institutions are in sharp contrast to those that they define as ex-
tractive institutions. Organized and managed by a small elite, extractive institutions
discouraged investments and restrained economic development. Elites organized insti-
tutions to benefit themselves, controlled democracy by limiting enfranchisement of the
whole population and perpetuated political power among members of the same group
or class. Were those characteristics what defined different areas of recent settlement in
the second half of the nineteenth century? Acemoglu, Johnson and Robinson argue that
countries that were rich at the time of European encounters in the 1500s became poor
later on and countries that were poor and unpopulated early became rich afterwards.!%
They call that transformation the “reversal of fortune.” Canada, Australia, New Zealand
and Argentina, for instance, were poor at the beginning of the nineteenth century and
performed fairly well by 1900. Some caveats, however, apply. By the 1930s, Argentina
started a divergent path and, ultimately, separated from the developed countries after-
wards.

Some studies argue that this trend has its root in their colonial past because
Canada and other offshoots incorporated the cultural heritage of the Anglo world. Ar-

gentina, instead, adopted the authoritarian, centralized organization inherited from the

12 Solberg, The Prairies and the Pampas, 41-45.

13 Daron Acemoglu, Simon Johnson, and James A. Robinson, “Reversal of Fortune: Geography and
Institutions in the Making of the Modern World Income Distribution,” The Quarterly Journal of Eco-
nomics 117, no. 4 (November 2002): 1239.
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Spanish empire. For Douglass North, this differentiation marked the future path of de-
velopment of the Third World and explained why some countries failed.!'® If an imper-
fect property rights regime prevailed and coercive institutions inherited from the Span-
ish Crown ruled the country, as North explains, why did Argentina not fail in the same
way than other Latin American countries? On the contrary, Argentina was one of the
most important destinations of Great Britain’s overseas investments since the 1870s, its
GDP per capita until 1914 was close or surpassed some European countries and its
economy experienced a sustained growth comparable with other countries of the Anglo
world during the period. Surprisingly, its political regime and institutions resembled

those described by Acemoglu et al. as the outcome of “extractive institutions.”

2.6.2 Does Culture Matter?

The cultural-ideological explanation of the formation of institutions and path
dependence in the development of countries has been largely studied by North in dif-
ferent works and it does have followers who attempt to explain Argentina’s decline in
similar terms. Torcuato Di Tella, for instance, argues that the development of Canada,
Australia and New Zealand in reality was a consequence of the extension of the British
frontier overseas and that included its forms of social, political, and economic organi-
zation. In this sense, migrants did not move into a foreign destination; on the contrary,
they moved within Britain’s external frontiers. The change of geography did not bring
about any important modification. Immigrants maintained in the new settled areas the
same cultural heritage of the mother country until a gradual change towards a more
independent organization prevailed. In this sense, unique countries, tied together by the
same colonial origins, enhanced the institutions of the Anglo world in a new geogra-
phy.!% In the case of Quebec in Canada or Louisiana in the United States for that matter,
it is not clear how the French setting fits into Di Tella’s argument. Moreover, Canada’s
immigration patterns during the last quarter of the nineteenth century reflect the seeds

of a multicultural setting as the country received an important number of immigrants

195 North, Institutions, Institutional Change and Economic Performance, 8-9, 116-117.

106 See Torcuato S. Di Tella, “Argentina: ;Una Australia Italiana?,” Critica & Utopia, no. 10-11 (No-
vember 1983): 1-13.
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from Germany, Ukraine and Russia during the period. For example, the Mennonite col-
ony that settled in Southern Manitoba in the 1870s maintained its own language, reli-

gion, settlement layout and farming technique that they practiced in Russia.!'"’

Argentina—and Uruguay and Chile—on the contrary, maintains Di Tella, had
a rather uneven combination of Italians and immigrants of other nationalities that strug-
gled to fit into a society in motion and that attempted to build institutions based on
different cultural heritages. This combination of diverse cultural and ideological herit-
ages provoked the formation of a foreign-born bourgeoisie with little political partici-
pation during the years of nation building and state formation.!'®® This particular com-
bination, claims Di Tella, created institutional instability because the foreign-born com-
mercial bourgeoisie started to dispute political power late. The argument is provocative,
indeed, but it does not explain why other British colonies that implemented the institu-
tions of the Anglo world like Jamaica, the West Indies and parts of Africa or India did
not follow the path of growth of the developed countries of the Anglo world.'?”

2.6.3 Natural Resources, Factor Endowments and Geography

For Engerman and Sokoloff, cultural heritage or the controversial thesis that
Protestantism was the engine that fueled economic growth in the British settlements
appears inconsistent.!'? For them, factor endowments determined ultimately the quality
of institutions and the way countries developed. Wealth inequality, human capital and

the administration of political power embedded in the cultural history of the colonies,
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University of Illinois Press, 1993); Royden Loewen, The Making of Ethnic Farm Culture in Western
Canada (Ottawa: Canadian Historical Association, 2002).

108 D Tella, “Argentina: ;Una Australia Italiana?,” 11.
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they argue, determine the path to development and future economic success.!!! The
geographic location of European settlements in the New World had a strong influence
in their later development. In areas of new settlements where native population was
scarce, the influx of European immigrants that engaged in the cultivation of grains de-
termined a path toward more equal distribution of wealth, better human capital and
more homogenous immigration pattern.''? In the case of Latin America, early land dis-
tribution to members of the military and the elite created the conditions for land ine-
qualities that influenced later in the quality of their institutions.'!?

Engerman and Sokoloff make a clear point regarding the unequal distribution
of land in Argentina; however, they miss the opportunity to assess in similar manner
early allocation of land in Canada. As Chapter 4 will show, the HBC obtained large
tracks of public land in compensation for the transfer of North West Territories to the
Crown and the CPR received public lands in form of subsidies to promote future in-
vestments. In dimension, this early allocation of land to these corporations was much
more important than that of Argentina indeed. Measured in terms of territorial exten-
sion, the land obtained was outstandingly large. In terms of land equality, the concen-
tration of such a large territory in the hands of two of the most powerful Canadian
corporations at the time is not a topic to forget in any comparative analysis. Moreover,
both corporations maintained fluid connections with Canadian business and political
elite over the period. It is important to mention that Donald Smith, the HBC’s principal
shareholder and president of the Bank of Montreal was elected Member of the Legisla-
tive Assembly of Manitoba in 1870 and Member of Parliament for Montreal later on.
Among other commercial endeavors, Smith, his cousin George Stephen!!'* and other

important businessmen from Montreal and Toronto were the main beneficiaries of the
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government railroad expansion. Their initial railroad venture in the small line that con-
nected Winnipeg with the American border in 1878 grew into their major investment,

the CPR, from 1880.!'"

In the same line that Solberg contributed to the study of institutions earlier, Ac-
emoglu, Johnson, and Robinson and Engerman and Sokoloff argue that as land re-
mained in a few hands, political power and policies favoured the elite and that increased
inequality.''® Following Solberg’s arguments, Engerman and Sokoloff also claim that
Argentina had no national land policies compared to Canada. As discussed earlier, Ar-
gentina did have in fact land policies, yet presumably less effective than those of Can-
ada in granting ownership to small holders. Similar arguments that help to perpetuate a
(North American) bias appear in several works that analyze the role of (“good”) insti-
tutions as promoters of development. A brief summary would be then, bad land policies
represent the image of a less efficient state that developed under bad institutions; hence,
bad policies are the product of bad institutions. Good policies are the outcome of good
institutions.

However true these accounts could be, they do not clearly explain how certain
institutions promote economic growth and development and others do not.!'” Engerman
and Sokoloff acknowledge that in an early article. While Canada and the United States
utilized small farms to produce grains, Argentina maintained bigger estates and it man-
aged to succeed in the production of grains by utilizing a tenancy system. Arguably,
they state that it was true that production reaped similar outputs but the different land
holding systems increased inequality.!!® This latter observation could be certainly true,
but inequality per se does not restrain economic growth and there are sufficient exam-

ples in today’s distribution of wealth across the world. As the following chapter will
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show, Canada, Australia, New Zealand and Argentina remained close in terms of im-

migration, GDP and GDP per capita until the first decades of the twentieth century.

Although institutional arrangement is very important, Engerman and Sokoloft’s
conclusions are that other factors might have influenced the persistence of inequality in
Latin America in the long term. Institutions in Canada and the Unites States, they argue,
performed better because they opened more opportunities for economic development
by intensifying public education, providing political opportunities through the enfran-
chisement of broad segments of the population that, ultimately, restrained the elite’s
political power.!"” The shortcoming of this evaluation is that they overemphasize en-
franchisement as a fundamental advance toward some sort of liberal democracy instead
of demonstrating real political participation in the election process. In the case of Can-
ada, popular participation before the inclusion of women in the election of 1921 was in
fact very low. In the first election held in 1867, less than 10 percent of the population
were registered voters; of those, only 73 percent did in fact cast a vote. In the following
elections, people’s participation increased slightly to reach 27 percent of the population
as registered voters in the election of 1917."?° How such a small number of electors
demonstrates that popular participation in the election process checked elite’s power in
Canada during the nineteenth century an early twentieth, as Engerman and Sokoloff
suggest, is certainly an unsolved mystery. This thesis argues that it is not the formal
opportunity that people have to participate in an election that empower liberal democ-
racy but the actual participation of people in the election. Canada’s lower participation

rate until 1917 could hardly be considered a “check” to elite’s power.
2.7 Conclusion

This chapter has gathered important discussions on staples, land endowment,
institutions, growth and development that attracted the attention from different theoret-
ical (and ideological) perspectives. Innis’ staple “theory” or approach of economic
growth and development based on natural resources exploitation became the foundation
of the history of Canadian economic geographic. Yet he did not explicitly formulate a

theory, other scholars attempted to model Innis’ approach by analyzing it with the tools
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available at that moment. In this way, econometrics, neo-classical models, structuralist
and neo-Marxist approaches provided different answers to the role played by natural
resources in Canada’s growth, dependence and late development. Other scholars com-
pared Canada with other countries of recent settlement, namely Argentina. Adelman
and Solberg based their study on one staple: wheat. In some sense, they follow Innis’
approach, as they state that the production of wheat molded the distribution of land and
the enforcement of property rights in the land to serve the interests of the production of
natural resources for export. In this way, government policies in both countries fol-

lowed the needs of the historical conditions.

A renewed discussion on natural resources, geography and institutions at-
tempted to establish a theory of institutional development based on a “natural experi-
ment”. The models discussed very often provide a well-established argument; however,
their binary explanations are diverse and rather unconvincing and certainly cannot pro-
vide the elements to posit a “theory” about the role of institutions as agent of economic
growth because there are abundant examples of economic growth based on bad or ex-
tractive institutions, in words of Acemoglu et al. Following the above discussion, it is
clear that the theoretical approaches enter into what Fogarty calls the description of the
“pure type” examples.'?! On one hand, we can distinguish those countries that applied
the “correct” land policies, attracted immigrants and formed solid political institutions
like the countries of the Anglo-world, included the United States. On the other hand,
we can situate those countries that in plain terms became a “failure.” The former pro-
moted liberal individualism, respect for private property of the land, freedom and, as
Frederick J. Turner claimed, democracy.!?*> The latter, under the shadow of extractive
institutions performed poorly, their political institutions benefited the landed elite, re-
tarded the application of democratic institutions and therefore their economic growth

rate was rather modest.

In light of Latin America’s present performance compared with developed
countries, the analysis is tempting; however, its binary polarization between good and
bad institutions overlooks the particular and regional characteristics of the area under

evaluation. As Jeffrey Sachs points out, the study must be dynamic as regions change
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not only their institutional arrangements but also as factors such as technology, markets
demand or timing vary.'?® This explanation is a good example of Argentina’s perfor-
mance regardless of the characteristics of its economic and political institutions. Until
the World Wars, the country performed in similar terms to Canada or Australia even
though it had institutions inherited from the Spanish Crown, different, as NIE theorists
claim, from those of the Anglo-World.

In the case of Latin America, different countries organized their economic in-
stitutions and their societies in a different way and obtained diverse economic perfor-
mance over time. While some countries like Argentina and to less extent Uruguay (and
Brazil after 1950s) performed at par with other Western Offshoots, other Latin Ameri-
can countries did never catch up with the core and diverged markedly at the turn of the
century. The shift of the international demand from one natural resource, minerals, to
others, coffee in Brazil or grains and beef in Argentina and Uruguay, produced marked
differences between countries.'?* Interestingly, they all inherited the same Spanish (or
Portuguese) institutions. It is of great utility to perform a comparative evaluation in
historical perspective; more importantly, the emphasis on the historical aspects of said
evaluation is a factor of a proper analysis of time and space. To blame Latin America’s
actual performance on the organization of their colonial institutions is, as Leandro Pra-

dos remarks, “short-sighted.”!?

How do these theoretical approaches advance in the formulation of this disser-
tation’s framework? First, they locate this dissertation toward a critical evaluation of
institutions and the “grand narratives” associated within, principally the institutions of
settler capitalism. They secondly give arguments to evaluate regions of recent settle-
ment in context by comparing Canada and Western Canada with other regions that ex-
perienced similar spatial and structural transformation during the period. In so doing,

this chapter revised sources and methodologies that other scholars used to evaluate the

123 Jeffrey D. Sachs, “Government, Geography, and Growth,” Foreign Affairs, 2012, http://www.for-
eignaffairs.com/articles/138016/jeffrey-d-sachs/government-geography-and-growth?page=show.

124 For a description of Latin American exports, see V. Bulmer-Thomas, The Economic History of Latin
America since Independence, Third edition, Cambridge Latin American Studies 98 (New York: Cam-
bridge University Press, 2014), 63—68.

125 Leandro Prados de la Escosura, “The Economic Consequences of Independence in Latin America”
in V. Bulmer-Thomas, John H. Coatsworth, and Roberto Cortés Conde, eds., The Cambridge Economic
History of Latin America: The Colonial Era and the Short Nineteenth Century, vol. I (Cambridge, UK:
Cambridge University Press, 2006), 522.
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region. Third, they contribute to position the historiography of Canada’s settlement
within a broad narrative of natural resources exploitation and state formation and lastly,
they provide arguments to re-evaluate Western Canada settlement by using other
sources, data and methodology. This chapter particularly challenged the qualitative
evaluation of historical sources and provided another interpretation of past events. The

tone of the discussion will reverberate over the whole thesis.

The first era of globalization witnessed an unprecedented spatial transformation.
The expansion of the “Great Frontier”, as Walter Prescott Webb defined it,'?® energized
the movement of capital and persons into new areas of the world and initiated an im-
portant economic structural transformation. In so doing, the settler state organized new
institutions and enforced a new regime of land tenure under its new sovereign domain.
The rest of this dissertation will evaluate the historical development of Canada and
Western Canada, particularly in the second half of the nineteenth century. Its aim is to
obtain a more nuanced understanding of a region that became part of a “successful”
country and evaluate the degree of difference or similarity with other countries that

started their structural transformation in the same period.

126 Walter Prescott Webb, The Great Frontier (Reno/Las Vegas: University of Nevada Press, 2003),
10-12.
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Chapter 3

Building Canada: Historical, Economic and
Demographic Context

3.1 Introduction

The formation of the modern Canadian state was the product of external and
internal forces.! In 1850 Canada, in fact, was more an idea than a reality. A group of
colonies that had their centre of gravity in Montreal and to a lesser extent in Toronto
was sensible to the changes experienced in Great Britain. Internally, the political and
economic elite sought to realize the idea of a transcontinental nation and an expansionist
movement generated renewed designs of nation building. By the turn of the century, an
expanded, cohesive Canada had achieved an important national status and international
importance as one of the major producers of natural resources for export. This chapter
will enquire into Canada’s position in the world economy by comparing it with other
countries, like Australia, New Zealand and Argentina, that expanded their frontiers of

settlement, opened their ports to the arrival of massive wave of immigrants and became

! Andrew Smith, British Businessmen and Canadian Confederation: Constitution Making in an Era of
Anglo-Globalization (Montreal: McGill-Queen’s Press - MQUP, 2014), 6-8.
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as well important producers of natural resources for export. The main questions this
chapter will ask are: Was Canada a particular case of development? Or did it follow the
trends of other countries of recent settlement? If there are no “universal laws” to explain
particular historical development, how does Canada compare with other countries in
economic growth and immigration? The second inquiry will be on the quality of data
commonly used to evaluate those countries. Some scholars used official estimates of
population growth according to censuses figures and immigration data reported by dif-
ferent government agencies during the period. Others used historical statistics from
contemporary sources like the Historical Statistics of Canada. This thesis raises the
same concerns than other studies observed; however, it is less optimistic regarding the
methodological aspects used to obtain a clearer understanding of population and immi-

gration figures.

The chapter continues as follow: Section 3.2 illustrates Canada’s historical and
political context. Section 3.3 evaluates Canada in comparison with other countries that
experienced similar trends of growth and development during the period. Section 3.4
discusses further the process of immigration to Canada and to Western Canada and data
quality associated with it. It also recasts early discussions on the United States-Canada

border-crossing controversy in times of lax migration control. Section 3.5 concludes.
3.2 Historical Background

3.2.1 The Idea of a Nation

In 1849, British North America was a small colony divided into four provinces
on the northeast side of North America. Farther west developed the independent colony
of Vancouver Island on the Pacific coast and the Red River Settlement at the confluence
of the Red and Assiniboine Rivers, present day Winnipeg, established in 1812 under
the tutelage of the Hudson’s Bay Company (HBC).? The western territory integrated
the HBC domains through an important number of trading posts across the territory
(Figure 3-1). With the Act of Union of 1840, the Crown put an end to French rebellions
in Lower Canada (Quebec) and consequently consolidated Upper Canada’s (Ontario)

English-speaking dominance in the Provinces.® By 1848, the British government

2 James Maurice Stockford Careless, The Union of the Canadas, the Growth of Canadian Institutions,
1841-1857 (Toronto: McClelland and Stewart, 1967), 20.

3 Ibid., 4.
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granted the colonies the political status of “responsible government”. The Crown trans-
ferred the colonies’ political power to local authorities elected to their respective as-
semblies.* Except for the Red River Settlement, which formally remained in control of
the Hudson’s Bay Company until 1870, by 1856 the rest of the colonies had obtained
the administration of their own affairs.

Figure 3-1 Canada in 1849.

Sources: Author’s GIS design based on National Atlas Maps © Natural Resources Canada. Source:
(http://www.nrcan.gc.ca/earth-sciences/geography/atlas-canada/selected-thematic-maps/1 6884#territo-
rialevolution). HBC posts from Hudson’s Bay Company Archives at Archives of Manitoba. Red River
Settlement map from CCRI shapefiles, University of Toronto.

In the 1850s, businessmen in Quebec and Ontario started to show interest in the
West as the Hind and Palliser’s expeditions reported that the area was prepared for

agricultural production as the fertility of the soil in certain places demonstrated.’ Influ-

41Ibid., 120-131. For responsible government in the Maritime provinces (Nova Scotia and New Bruns-
wick), see William S. MacNutt, The Atlantic Provinces: The Emergence of Colonial Society, 1712-
1857 (Toronto: McClelland and Stewart Limited, 1965), 224-230.

> A. A. den Otter, Civilizing the West: The Galts and the Development of Western Canada (Edmonton:
University of Alberta Press, 1986), 8. See also Henry Youle Hind and George Gladman, Report on the
Exploration of the Country between Lake Superior and the Red River Settlement (Toronto: John Lovell,
1858), 10, 143, 204; John Palliser, Papers Relative to the Exploration by Captain Palliser of That Por-
tion of British North America Which Lies between the Northern Branch of the River Saskatchewan and
the Frontier of the United States; and between the Red River and Rocky Mountains: Presented to Both
Houses of Parliament by Command of Her Majesty, June 1859 (London: G.E. Eyre and W. Spottis-
woode, 1859), 4, 11, 13, 30.
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enced by those early assessments, a group of important politicians, lawyers and busi-
nessmen like George Brown, the owner and editor of the Toronto Globe, William
McDougall, Alexander Galt and Sandford Fleming, among others, started to discuss the
idea of the expansion to the Western territory and the creation of a transcontinental
state.® Furthermore, the end of available agricultural land in the East,’ threats from the
always expanding American frontier to take over the farther and unpopulated West
north of the 49™ parallel and the necessity of bringing together the isolated colony of
Vancouver Island revamped in the minds of those influential persons the necessity of

a new expanded state.®

The expansion of the American railroad into the territory that later became the
state of Minnesota raised the alarm among eastern politicians. In 1858, Minnesota had
become a state. A scarcely populated territory of about 6,000 peoples, it increased its
population to 172,000 the following decade. Years early and challenging the HBC’s
economic power in the territory, fur traders started to deal directly with indigenous
hunters and undermined the HBC’s monopoly. A faster railroad connection to the mar-
ket via the United States changed the economic dynamic of the region. The commercial
interest of Red River settlers and traders slowly turned its back to the Company and
increasingly became partners with Minnesota merchants. Steamers, carts and riverboats
loaded with furs from the Red River settlement and goods from St. Paul’s wholesalers

shipped to Fort Garry’s merchants circulated across the Red River during the season

¢ Arthur Silver Morton and Chester Martin, History of Prairie Settlement (Toronto: The Macmillan
Company of Canada limited, 1938), 36. See also Doug Owram, Promise of Eden: The Canadian Ex-
pansionist Movement and the Idea of the West, 1856-1900 (Toronto: University of Toronto Press,
1980), 4. A. A. den Otter, The Philosophy of Railways: The Transcontinental Railway Idea in British
North America, 1st Edition edition (Toronto ; Buffalo: University of Toronto Press, Scholarly Publish-
ing Division, 1997), 160-161.

7 For land scarcity and farming in Quebec see Gérard Bouchard, “Family Reproduction in New Rural
Areas: Outlines of a North American Model,” Canadian Historical Review LXXV, no. 4 (1994): 475.
Bruno Ramirez also comments on Quebec’s land problems in Bruno Ramirez, Crossing the 49th Paral-
lel: Migration from Canada to the United States, 1900-1930 (Ithaca, N.Y: Cornell University Press,
2001), 7-8. Gagan’s seminal work on land scarcity in Ontario is commonly used to explain the migra-
tion to better lands. See David Gagan, “Land, Population, and Social Change: The ‘Critical Years’ in
Rural Canada West,” Canadian Historical Review 59, no. 3 (September 1, 1978): 295-296,
doi:10.3138/CHR-059-03-01.

8 Gerald Friesen, The Canadian Prairies: A History (Toronto: University of Toronto Press, 1987), 111.
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and augmented HBC’s economic uncertainties about the territory.” In Ottawa, the
American aggressive expansion into the West was viewed as a real threat, military, then
economically. The construction of a Canadian transcontinental railway would serve
then to integrate the farther Western territory into the new state and to defend the region
from that possible commercial threat.'® In 1867, the British North American Act brought
together the Provinces of Canada (Quebec and Ontario), Nova Scotia and New Bruns-
wick to join a Confederation and form the Dominion of Canada.'! In 1869, the new
Dominion acquired Rupert’s Land and the North West Territories from the Hudson’s
Bay Company for £300,000 while the company retained one twentieth of all the arable

land once the Dominion finished the survey.'?

3.2.2 Resistance and Integration: Louis Riel

The acquisition of the Territories and political dynamics in the new Dominion
energized the interest on the West. In 1869, the new federal government put in motion
the survey of the recently acquired western land. Surveyors, however, faced a firm re-
sistance when Louis Riel, a recognized leader of the French and Métis community of
the Red River Settlement, present City of Winnipeg, and an important group of French-
speaking Meétis confronted the Federal Government, took over the Hudson’s Bay Com-
pany administration house and formed an independent government. The aftermath of
the so-called Red River Resistance was not the feared annexation of the territory to
Minnesota but the creation of the Province of Manitoba in 1870, which became part of
the Confederation. In Canadian historiography, the figure of Louis Riel is very contro-

versial. After the 1990s when indigenous and Métis issues obtained more relevance, he

® Vernon C. Fowke, The National Policy and the Wheat Economy, Social Credit in Alberta, Its Back-
ground and Development 7 (Toronto: University of Toronto Press, 1957), 43. See also Friesen, The Ca-
nadian Prairies: A History, 101, 114—115 and K. H. Norrie, Douglas Owram, and John Charles Herbert
Emery, A History of the Canadian Economy, 3rd ed (Scarborough, Ont: Nelson, 2002), 138-139; Alan
F. J Artibise, Winnipeg: A Social History of Urban Growth, 1874-1914 (Montreal: McGill-Queen’s
University Press, 1975), 7-8; Harold A. Innis, 4 History of the Canadian Pacific Railway (Toronto:
McClelland and Stewart, 1923), 30-33.

19 Fowke, The National Policy and the Wheat Economy, 44—49.

" An Act for the Union of Canada, Nova Scotia, and New Brunswvick, and the Government Thereof:
and for Purposes Connected Therewith, 1867, http://www .legislation.gov.uk/ukpga/Vict/30-31/3/con-
tents.

12 Charles John Brydges, The Letters of Charles John Brydges, 1879-1882, Hudson’s Bay Company

Land Commissioner, ed. Hartwell Bowsfield, Publications of Hudson’s Bay Record Society 31 (Winni-
peg: Hudson’s Bay Record Society, 1977), 287-296.

60



was vindicated. Riel and his movement were sometimes compared to the Argentinian
caudillos or strongmen.'* While both movements resisted the expansion of the central
state, there were differences in their organizations and political programs. In Riel’s
case, in 1873 he was elected by acclamation to represent Métis " interests, although he
never took his seat. Significantly, this French-Catholic and Aboriginal alternative to the

Anglo-Protestant state failed.

Certainly, there were not only religious or cultural motives in Riel’s movement.
The division and allocation of land to new settlers also sparked signs of uncertainty in
the Métis community. The agreement between the Meétis and the Federal government in
1870 lessened the uncertainties and for the community, in the short term, the results
somehow suggested a victory. Under the Manitoba Act, Métis children would receive
1,400,000 acres of land, and they would keep their language, religion and schools.!'
Moreover, in 1871 the First Legislature of the new province provided a balanced rep-
resentation of French and English speaking politicians.'® That sense of cultural, social
and political satisfaction, however, was short lived. For Riel himself, the agreement
with the federal government meant exile. Métis " influence in Manitoba’s politics also
waned over the years. By the 1880s, the Anglo Protestant elite, in fact, dominated Man-
itoba’s politics.

In 1871, the incorporation of the Province of British Columbia into the Domin-
ion completed the dream of a transcontinental state. In March 1885, however, Louis
Riel and a number of Métis and Aboriginal groups alongside old settlers resisted the
expansion of the state and again confronted the federal government in the present Prov-
ince of Saskatchewan. In this case, as it happened in other places before, the railroad,

the telegraph and the newly invented machine gun put an end to any further resistance. '°

13 See for instance, Carl Solberg. “Land Tenure and Settlement: Policy and Patterns in the Canadian
Prairies and the Argentine Pampas, 1880-1930” in D. C. M Platt and Guido Di Tella, Argentina, Aus-
tralia, and Canada: Studies in Comparative Development, 1870-1965 (London: Macmillan in associa-
tion with St. Antony’s College, Oxford, 1985), 54.

14 Friesen, The Canadian Prairies: A History, 128.

15 David Burley, “The Emergence of the Premiership, 1870-74” in Barry Ferguson and Robert
Wardhaugh, eds., Manitoba Premiers of the 19th and 20th Centuries (Regina: University of Regina
Press, 2010), 6-7. Emily Katherine Grafton, “The Manitoba Legislative Assembly,” Canadian Parlia-
mentary Review 34, no. 1 (2011): 35.

16 See, for instance, David Rock, State Building and Political Movements in Argentina, 1860-1916
(Stanford, Calif: Stanford University Press, 2002), 56-57; Friesen, 225-240.
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In November 1885, the transcontinental dream became a reality when the Canadian
Pacific Railway connected the country from coast to coast. The Canadian expansion to
the west culminated a political program outlined in the 1850s but which became a real-
ity in 1879 under Prime Minister John A. Macdonald’s National Policy, or as Alan
Greer suggests, under the influence of George Brown’s ideas.!” Although private fund-
ing financed the Canadian Pacific Railway in contrast with the Dominion funded Inter-
colonial Railway built in the Central Canada and the Maritimes, the CPR, ultimately,
received important subventions and government grants, and both served the govern-
ment ideological program of state expansion and integration. In this sense, as Fowke

put it, railroads were “agencies of the state designed for the furtherance of the national

2918

policy.

3.2.3 The Transcontinental Dream

The acquisition and appropriation of new frontier land in this period and its
subsequent transformation into private property determined a future course toward de-
velopment but also toward inequality, economic privileges and political power. Mac-
donald’s National Policy provided a capitalist program of national development based
on the extension of the railroad, the settlement of European immigrants and high tariffs
to protect the infant Canadian industry. This program unevenly expanded the frontier
to the West while new cities and towns became incorporated into the national and in-
ternational economy. Towns and villages that were initially set up alongside old fur
trade trails and rivers joined an extending network of new towns and villages that flour-
ished alongside the railroad lines. This transformation was very important because ur-
ban centres provided the country with regional hubs of consumption and distribution.
Important cities like Winnipeg and later Brandon, Regina, Saskatoon, Edmonton and
Calgary became the centre of attraction to new immigrants and to the establishment of
financial institutions and industrial facilities.'® This pattern would determine the loca-

tion of these new cities as concentration hubs that linked the hinterland with the national

17 Allan Greer and Ian Walter Radforth, eds., Colonial Leviathan: State Formation in Mid-Nineteenth-
Century Canada (Toronto: University of Toronto Press, 1992), 3.

18 Fowke, The National Policy and the Wheat Economy, 52.

19 See for instance, Alan F. J. Artibise, “In pursuit of growth: Municipal Boosterism and Urban Devel-
opment in the Canadian Prairie West, 1871-1913,” in 1. Gilbert Stelter and Alan F. J. Artibise, Shaping
the Urban Landscape: Aspects of the Canadian City-Building Process (Montreal: McGill-Queen’s
Press - MQUP, 1982).
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and international economy in the years to come, as the following chapters will show.
Local merchants, traders, and financial and real estate agents organized their own class
institutions and through them exercised a de-facto political control.? Not only did the
National Policy provide a clear program

Figure 3-2 Canada in 1901.

Source: Based on National Atlas Maps © Natural Resources Canada. Website
(http://www.nrcan.gc.ca/earth-sciences/geography/atlas-canada/selected-thematic-maps/16884 #territo-
rialevolution)

of capitalist development, but it also found in Macdonald a dynamic leader eager to
incorporate the capitalist class program as his own and advance further in the consoli-
dation of the nation-state. As Figure 3-2 shows, by the end of the century Canada had
already incorporated the Provinces of Manitoba and British Columbia into the Domin-
ion and the North West Territories were divided into a number of administrative terri-
tories under the federal government’s domain. Unlike British Columbia, which ob-

tained administrative autonomy of its land since its incorporation to the Dominion in

20 Gustavo F. Velasco, “Land, Class Formation, and State Consolidation in Winnipeg, 1870-1885” (M.
A. Thesis, University of Manitoba, 2011), http://mspace.lib.umanitoba.ca//handle/1993/4441. For city-
building process in the nineteenth century, see Larry S. Bourne and James W. Simmons, Systems of
Cities: Readings on Structure, Growth, and Policy (Oxford [England]: Oxford University Press, 1978);
David Allan Hamer, New Towns in the New World: Images and Perceptions of the Nineteenth-Century
Urban Frontier (New York, Oxford: Columbia University Press, 1990).
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1871, Manitoba and the North-West Territories did not obtain the administration of

their land and revenue generated from it until the 1930s.?!

From the 1850s to 1914 Canada achieved political autonomy from Britain, ex-
panded its territory under a national state, created territorial divisions and new prov-
inces and started a process of immigration and settlement. Although this transformation
did not reach the levels of violence and political turmoil that experienced other coun-
tries of recent settlement, especially the wars of independence in Latin America and the
war against the Aboriginal peoples and the Civil War in the United States, the outcome
was costly, not only economically but also socially indeed. A large economic history
literature praised the “democratic” allocation of land to white European settlers. This
dissertation argues that the displacement of indigenous peoples from their land to make
place for the arrival of European settlers and the uneven allocation of land in the hands
of corporations like the CPR and the HBC also created the conditions for unequal dis-

tribution of wealth in Canada and in western Canada particularly.
3.3 Canada in Context

3.3.1 Population, Immigration and Data Quality

This investigation starts in the 1850s. The period is rich enough in economic,
historical, and political terms to analyze growth and development in context. This was
a period of great territorial transformation for each of the settler countries. In general,
data from 1850 to 1870 are scattered and incomplete; for a later period, Angus Maddi-
son’s time series is commonly regarded as a good approach.?? For some countries in-
cluded in this section, for instance Argentina, records start in 1870 and data were irreg-
ularly recorded until 1900, mainly based on Argentinian censuses. While under the
Viceroyalty Argentina had a census in 1810, it only reported for Buenos Aires. In the
nineteenth century, Argentina had censuses in 1869 and 1895 and the first one of the
twentieth century was taken in 1914. While the 1914 census expanded its scope to in-

clude economic variables, the previous censuses were very limited.?* A more complete

2! Lambrecht, The Administration of Dominion Land, 1870-1930, 4-5. Chester Martin, Dominion Land
Policy, ed. Lewis H. Thomas, The Carleton Library No. 69 (Toronto: McClelland and Stewart Limited,
1973), 9.

22 Angus Maddison, The World Economy.: A Millennial Perspective, vol. 1-2 (Paris: Development Cen-
tre of the Organisation for Economic Co-operation and Development, 2001).

23 Irene (Barnes) Taeuber, General Censuses and Vital Statistics in the Americas: An Annotated Bibli-
ography of the Historical Censuses and Current Vital Statistics of the 21 American Republics, the
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dataset for Argentina population hence was extracted from Bulmer-Thomas.?* Canada,
on the other hand, had censuses since colonial times—the first one recorded was in
1666—but the accuracy and data quality of them fluctuate.?’ Starting in 1851, Canada
had national decennial censuses and in 1886, 1896, 1905 and 1916 Manitoba and the
North West Territories had regional censuses, which give a more nuanced illustration

of the region’s growth and development.

It is not the purpose of this section to perform a comprehensive evaluation of
nineteenth century census methodology, but to observe some of the general shortcom-
ings. Regardless of empiricists’ endless optimism, nineteenth century data must be used
with caution, as national statistics agencies were not fully developed at the time and
census enumeration had its limitation in both personnel training and methodology.?’
Furthermore, the incorporation of new territories and the resulting new geographic di-
visions that emerged afterwards produced inconsistencies in the information gathered
and thus regional disparities between censuses because areas that were part of one po-

litical division in one census became incorporated into a new region in the following

American Sections of the British Commonwealth of Nations, the American Colonies of Denmark,
France, and the Netherland, and the American Territories and Possessions of the United States (Wash-
ington, D.C.: U.S. Govt. Print. Off., 1943), 3-4.

24 Bulmer Thomas includes several sources to produce the population estimates for Argentina and sev-
eral other countries. The figures, as he acknowledges, are “educated estimates”. V. Bulmer-Thomas,
The Economic History of Latin America since Independence, Third edition, Cambridge Latin American
Studies 98 (New York: Cambridge University Press, 2014), 483484, 497.

23 M. C. (Malcolm Charles) Urquhart and Kenneth Buckley, eds., Historical Statistics of Canada (To-
ronto: Cambridge University Press, The MacMillan Company of Canada Ltd., 1965), 1-3.; David A.
Worton, Dominion Bureau of Statistics: A History of Canada’s Central Statistical Office and Its Ante-
cedents, 1841-1972, Canadian Public Administration Series (Montreal, QC, Canada: McGill-Queen’s
Press - MQUP, 1998), xiii.

26 Taeuber, General Censuses and Vital Statistics in the Americas, 99.

7 In the case of Canada, see Worton, Dominion Bureau of Statistics, 4, 6. For the investigation of Ca-
nadian early censuses and enumeration methods see Bruce Curtis, The Politics of Population: State
Formation, Statistics, and the Census of Canada, 1840-1875 (Toronto: University of Toronto Press,
2002), 123—-130. Richard Steckel observed the shortcomings of nineteenth century American censuses
and the problems of enumeration. He estimated that the cases of underenumeration in different nine-
teenth census data were from 6 to 18 percent. See Richard H. Steckel, “The Quality of Census Data for
Historical Inquiry: A Research Agenda,” Social Science History 15, no. 4 (1991): 588, doi:10.2307/11
71470. Similarly argues Peter Knights in his sample evaluation of the American censuses of 1850-80 in
Massachusetts. See Peter R. Knights, “Potholes in the Road of Improvement? Estimating Census Un-
derenumeration by Longitudinal Tracing: U.S. Censuses, 1850-1880,” Social Science History 15, no. 4
(1991): 517-26, doi:10.2307/1171466.
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ones, as Urquhart and Buckley observe for Canada.?® Data from individual provinces,
colonies or states were collected in different years and the aggregate figures that appear
in different reports frequently reflect a broad estimate.?® For instance, while Canada or
the Provinces of Canada kept population records from colonial times, Rupert’s Land
and the North-West Territories were not taken into account, especially concerning the
indigenous population. It is important to observe this because Aboriginal and Meétis
traders were the main participants alongside the HBC in the North West economic ac-
tivity. In his lengthy report of 1858, Hind gathered information from the HBC posts he
visited and estimated that more than 50,000 Aboriginal traders visited the HBC’s posts
annually to trade or pick up food and implements. Of course, this information was not
methodically collected and the possibility exists that same persons visited more than
one post during the year. Still it was an important description of the North West popu-
lation mobility and economic activity that was not taken into account in Canadian cen-
suses.>” The Hudson’s Bay Company’s contributions to the country’s general statistics
were not included, leaving the place of Aboriginal labour in the production and trade

of furs unmeasured.?!

Immigration data are more questionable indeed and became a field of discussion
among statisticians and historians. Countries rarely kept a rigorous statistics of arrivals
and departures until the twentieth century. In the case of Canada and the United States,
the large territory and the various ports of entries and crossing between both countries
made the task very difficult. Canadian immigration data therefore must be taken as a

guesstimate.>? Immigration annual series were reported for immigrants that declared

28 Urquhart and Buckley, Historical Statistics of Canada, 1. See also Canada. Dominion Bureau of Sta-
tistics. General Statistics Branch, The Canada Year Book 1936. The Official Statistical Annual of the
Resources, History, Institutions and Social and Economic Conditions of the Dominion (Ottawa: J. O.
Patenaude, 1.S.0., King’s Printer, 1936), 103—104.

2 For the case of Australia and its different colonies see, Robin Haines and Ralph Shlomowitz, “Nine-
teenth Century Government-Assisted and Total Immigration from the United Kingdom to Australia:
Quinquennial Estimates by Colony,” Journal of the Australian Population Association 8, no. 1 (May 1,
1991): 50-61, doi:10.1007/BF03029555.

30 See Hind and Gladman, Report on the Exploration of the Country between Lake Superior and the
Red River Settlement, 415-416. The HBC kept records of the Red River Settlement and the vicinity by
taking regular censuses. See Census of Assiniboia at “Censuses of Canada - 1665-1871 | Queen’s Uni-
versity Library,” accessed August 22, 2015, http://library.queensu.ca/data/census-1665-1871-west.

31 Gerhard Ens analyzes the importance of Métis economy and labour in the fur trade; especially family

labour and manufacture. See Gerhard J. Ens, Homeland to Hinterland: The Changing Worlds of the
Red River Metis in the Nineteenth Century (Toronto: University of Toronto Press, 1996).
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their intentions to remain in Canada. Return migration was not reported. In the case of
Argentina, in the 1970s, the national statistics agency produced a pioneer microdata
study on population.®* These data account for arrivals and returns and provide a clearer
understanding of Argentina’s net immigration patterns. Other Argentinian publications
that provide yearly immigration data, for instance, the statistics on immigration pub-
lished by the Ministry of Agriculture prepared for the Universal Exhibition of St. Louis
of 1904 accounts for immigrants arrivals only.?* Australia and New Zealand recently

published updated data for net immigration.*®

Nevertheless, with all the cautions, data available at this time guesstimate some
statistics that are useful to obtain a sense of population and immigration patterns of the
countries under evaluation. What this dissertation remarks is that nineteenth century
population, immigration and growth statistics are far from being precise and conse-
quently every quantitative assessment must bear this in mind. This dissertation does not
solve the problems outlined above which, ultimately, go beyond the analyses of any

individual researcher.?® Stylized analysis that uses econometrics must be careful when

32 Urquhart and Buckley, Historical Statistics of Canada, 6-29. For a critical evaluation of Canadian
census and population and immigration data see Duncan M. McDougall, “Immigration into Canada,
1851-1920,” The Canadian Journal of Economics and Political Science / Revue Canadienne
d’Economique et de Science Politique 27, no. 2 (May 1, 1961): 16275, do0i:10.2307/139138. In 1954,
Kuznets and Rubin produced an estimated account of arrivals and returns to the Unites States. See Ern-
est Rubin and Simon Kuznets, “Immigration and the Foreign Born,” Occasional Papers 46 (New York:
NBER, 1954), 95-96, http://www.nber.org/chapters/c1690.pdf.

33 Alfredo Enrique Lattes, La Poblacion de Argentina, vol. 1 (Buenos Aires: Reptblica Argentina,
Ministerio de Economia, Secretaria de Estado de Programacion y Coordinacion Econdmica, Instituto
Nacional de Estadistica y Censos, 1975).

34 Argentina. Ministry of Agriculture. Immigration Department, The Immigration Offices and Statistics
from 1857 to 1903 (Buenos Aires: Argentine Weather Bureau, 1914).

$Australian Bureau of Statistics, “Australian Historical Population Statistics, 2006,” August 2008,
http://www.abs.gov.au/ausstats/abs @.nsf/mf/3105.0.65.00; Statistics New Zealand, “New Zealand’s In-
ternational Migration Statistics: 1860—1921,” International Travel and Migration Articles (Wellington,
N.Z.: Statistics New Zealand, 2010) and Statistics New Zealand, “Long-Term Data Series,” Long-Term
Data Series, accessed April 21, 2015, http://www.stats.govt.nz/browse_for stats/economic_indica-
tors/National Accounts/long-term-data-series/population.aspx.

36 The task of transcribing censuses manuscript into digital format is a lengthy and costly endeavor far
beyond the limits of any individual researcher. In Canada, only the Census of 1881 has already been
completed at the time of writing this dissertation by The Church of Jesus Christ of Latter-day Saints
(http://www.bac-lac.gc.ca/eng/census/1881/Pages/about-census.aspx). For the other censuses, only
small samples are already available. For nineteenth century Manitoba and the North West Territories
there are no data other than the published censuses aggregated data.
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drawing absolute (heroic) conclusions derived from regressions that uncritically make

use of these data.’’

3.3.2 Population and Immigration in the New World

From the 1850s until the First War, about 55 million people left Europe in
searching for better social and economic opportunities in the New World.® One of the
important evaluations of this period has been the study of immigration and population
growth because population mobility estimates a pattern of settlement, urbanization and
economic growth in new regions. For this reason, this section compared the four coun-
tries under evaluation to show the similarities and differences among them with respect
to population growth and immigration contribution. In addition, some evaluations used

the United States data as a benchmark.

Figure 3-3 shows Canada’s population growth with respect to Australia, New
Zealand and Argentina. Australia and Argentina experienced similar rates of popula-
tion growth until the mid-1880 when Argentina received its first boost and approached
Canada’s population by 1910. In 1870, Canada had a bigger population compared to
the rest of the countries under evaluation. Its growth followed a positive smooth trend
until the turn of the century. From 1900 until 1914, it experienced an important upward
slope interrupted by a small decline at the beginning of World War I. This period co-
incides with an important wave of immigration. From 1850s to 1898 almost two mil-
lion immigrants arrived in Canada at an average rate of 7.5 percent annually; for the
period 1899-1913, however, immigration reached almost three millions at a rate of
more than 22 percent annually. Argentina, differently, started to increase its population
later. In the 1850s, it remained a less populated country than Canada, close to Aus-
tralia, another European offshoot that followed similar growth trend. Argentina’s pop-
ulation, however, increased at a steady rate, outnumbered Australia at the end of the

nineteenth century and converged with Canada by 1914. New Zealand’s population

37 For an evaluation of data quality in Maddison, see Giovanni Federico, “The World Economy 0-2000
AD: A Review Atrticle,” European Review of Economic History 6, no. 1 (April 1,2002): 111-20,
doi:10.1017/S1361491602000059. For a critique of Latin America data see Appendix 3 in Bulmer-
Thomas, The Economic History of Latin America since Independence, 480-525.

38 Timothy J. Hatton and Jeffrey G. Williamson, The Age of Mass Migration: Causes and Economic
Impact (New York: Oxford University Press, 1997), 3.
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Figure 3-3 Population in Countries of Recent Settlement.
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Sources: Australian Bureau of Statistics, “Australian Historical Population Statistics, 2006,” August
2008, http://www.abs.gov.au/ausstats/abs @.nsf/mf/3105.0.65.00; Statistics Canada., “Historical Statis-
tics of Canada: Section A: Population and Migration,” October 22, 2008,
http://www.statcan.gc.ca/pub/11-516-x/sectiona/4147436-eng.htm#4; Statistics New Zealand, “New
Zealand’s International Migration Statistics: 1860—1921,” International Travel and Migration Articles
(Wellington, N.Z.: Statistcs New Zealand, 2010) and http://www.stats.govt.nz/infoshare/default.aspx.
For Argentina, Bulmer-Thomas, V. The Economic History of Latin America since Independence. Third
edition. Cambridge Latin American Studies 98 (New York: Cambridge University Press, 2014), 483-
484,

growth remained constant during the period analyzed. Certainly, it was a small country
compared with the other ones but its rate of growth is very important, indeed. New
Zealand population simple average growth was 4.11 percent annually for the period
while for Argentina was 3.78 percent and for Australia and Canada 2.83 percent and
1.87 percent respectively. The case of New Zealand is very particular as its population
growth after the 1870s was mainly sustained by natural increase, as its immigration
rate for the period was negative. If one uses the United States as a benchmark, its
population growth shows similar trends than Canada, Argentina and Australia. From
the period 1850-1914, the United States population grew at an annual simple average

of 2.3 percent.*

39 Estimated percent derived from data cited in the respective figures.
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Immigration data for the period 1850-1914 show great volatility in all the coun-
tries under evaluation and reflect different internal and external conditions. Immigra-
tion studies have accounted for the variety of reasons this volatility might have oc-
curred.*’ During the period, immigration from Europe to areas of recent settlement in-
creased as transportation costs declined and government sponsorship boosted the flow
of immigrants to the New World. Figure 3-4 and Figure 3-5 show the patterns of pop-

ulation growth and immigration to Canada and countries of recent settlement included

Figure 3-4 Immigration and Population in Canada
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Source: Statistics Canada. “Historical Statistics of Canada: Section A: Population and Migration,” Oc-
tober 22, 2008, http://www.statcan.gc.ca/pub/11-516-x/sectiona/4147436-eng.htm#4. Immigration data
are from arrivals at different entry ports. Passengers continuing to the United States were not counted in
the final statistics. For net immigration see Table A-7-8 in Appendix.

the United States. In order to smooth the high volatility of the period, immigration data
for all the countries include polynomial trend lines that identify three different long-
term swings in the period.

Despite some differences between countries, it is possible to identify particu-
larly three periods of increase and three periods of decrease. The first positive increase

initiated in the 1850s and lasted until the late 1860s, the second wave started in the early

40 For different historiographical interpretations of immigration causes see, Frank Thistlethwaite, “Mi-
gration from Europe Overseas in the Nineteenth and Twentieth Centuries,” in A Century of European
Migrations, 1830-1930 (Chicago: Urbana and Chicago, 1991), 17-57.
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1870s and interrupted in the late 1890s and the third one lasted from the 1890s to 1914.

Blanca Sanchez-Alonso suggests that the 1890s immigration decline in Argentina was

1

due to the Baring crisis.*! While the decline was important shortly after 1890, it ap-

peared more visible in 1895-6, several years after the crisis erupted. The argument
might be reasonable but it does not explain similar general tendencies in all the coun-
tries under evaluation. Australia and New Zealand experienced deeper decline than Ar-
gentina did but they did not experience directly the consequences of the Baring crisis.

They received indirectly the aftermath of the crisis some years later with the bank fail-

Figure 3-5 Immigration and Population Growth in Countries of Recent Settlement.

Sources: Australian Bureau of Statistics, “Australian Historical Population Statistics, 2006,” August
2008, http://www.abs.gov.au/ausstats/abs @.nsf/mf/3105.0.65.00; United States. Bureau of the Census.
Historical Statistics of the United States: 1789-1945, a Supplement to the Statistical Abstract of the
United States. Washington, D.C.: Government Press, 1949, 26, 33-34; Statistics New Zealand, “New
Zealand’s International Migration Statistics: 1860—1921,” International Travel and Migration Articles
(Wellington, N.Z.: Statistics New Zealand, 2010) and http://www.stats.govt.nz/infoshare/default.aspx;
Alfredo Enrique Lattes, La Poblacion de Argentina, vol. 1 (Buenos Aires: Republica Argentina, Minis-
terio de Economia, Secretaria de Estado de Programacion y Coordinacion Econdmica, Instituto Nacional
de Estadistica y Censos, 1975), 200. Except for the United Sates where immigration data is from arrivals
only, for the rest of the countries immigration numbers reflect net immigration, arrivals minus returns.

41 Blanca Sanchez-Alonso, “Labor and Immigration” in V. Bulmer-Thomas, John H. Coatsworth, and
Roberto Cortés Conde, eds., The Cambridge Economic History of Latin America: The Colonial Era
and the Short Nineteenth Century, vol. I (Cambridge, UK: Cambridge University Press, 2006), 383.
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ures of 1893 and the reassessment of financial risks from London lenders that cut in-
vestments in the colony.*? Canada’s decline after 1892 almost coincided with the out-

break of the crisis but the relationship is difficult to probe.

Certainly, the Baring crisis set the alarm off to other speculative investments in
the new frontier countries; however, the direct connection between the crisis and immi-
gration flow is not clear as countries reacted differently and with different timing. In
general, these booms and busts coincide with the long swings or Kuznet’s cycles of 15-
20 years that Hatton and Williamson describe for the migrants leaving the United King-
dom to the New World in a similar period.* Overall, they estimate that wage differen-
tial (wages 69 percent higher in the United States) and lower transportation costs might
have influenced long-term fluctuations but business cycles, they claim, played a more
important role in this movement.** All the countries under evaluation experienced sim-
ilar swings, although, New Zealand and Australia showed a more pronounced decline
in the 1890s until the turn of the century. Region, culture, common history and eco-
nomic opportunities linked both countries together and an increase or decline in one of
them provoked a reaction into the other. The depression of the 1890s and a catastrophic
drought in 1901 provoked an important population outflow from Australia, which was
experienced as well in New Zealand.** Although there was a strong correlation between
the Baring crisis in Argentina and Great Britain, Bordo and Murshid did not find any
correlation between the Baring crisis and the rest of the other countries of recent settle-

ment. *¢

The movement of immigrants to the New Word reflects, overall, a pattern of
great volatility that some studies present as a product of different “fevers” or “rushes.”

Periodical boosts were also the outcome of government intervention, mainly from the

4 David Tolmie Merrett, “The Australian Bank Crashes of the 1890s Revisited,” Business History Re-
view 87, no. 03 (2013): 407-29, doi:10.1017/S0007680513000706. lan W. McLean, Why Australia
Prospered: The Shifting Sources of Economic Growth (New Jersey: Princeton University Press, 2013),
129.

43 Hatton and Williamson, The Age of Mass Migration, 64.

4 Ibid., 66-67.

45 McLean, Why Australia Prospered, 16.

46 Michael Bordo and Antu Murshid, “Are Financial Crisis becoming more Contagious?: What is the

Historical Evidence on Contagion?” in Stijn Claessens and Kirsten Forbes, eds., International Finan-
cial Contagion (New York: Springer Science & Business Media, 2001), 378-382.
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receiving countries, but in the case of Great Britain from the sending country as well.
In New Zealand, the initial boost in the 1860s was the product of an ephemeral gold
rush in the area similarly experienced in Australia.*’ The following boost in 1870 was
a response to government sponsorship to attract immigrants. In the peak year of 1874,
the government sponsored 86 percent of immigrants.*® The marked decline in the late
1880s was a reaction to the removal of government sponsorship, mainly free passages
from the United Kingdom and an economic depression product of land prices and com-
modity prices decline.*” The number of immigrants arriving in New Zealand compared

to the total population makes the fluctuation more pronounced.

Although, the majority of immigrants in Canada established themselves in Que-
bec and Ontario, the land rush of the 1880s in the Western region provoked an important
internal migration into the area. When that migration waned, the government increased
expenditures to promote immigration to Canada.>® Similarly, the big boost in Argen-
tina’s immigration from the late 1880 to 1892 was a product of government assistance,
which provided subsidized tickets to European immigrants.>! Australia implemented a
system of assisted immigration process as well; however, as Haines and Shlomowitz
show, other sources were used to sponsor British immigrants to Australia, mainly par-
ishes’ contributions and the Poor Law Union.*? In general, different charities and soci-
eties provided help or assisted British migrants not only to Australia and New Zealand

but to Canada and the United States as well.>>

47 McLean, Why Australia Prospered, 26.

48 Gary R. Hawke, The Making of New Zealand: An Economic History (CUP Archive, 1985), 12. See
also Statistics New Zealand, “New Zealand’s International Migration Statistics: 1860—1921,” Interna-
tional Travel and Migration Articles (Wellington, N.Z.: Statistics New Zealand, 2010).

4 Statistics New Zealand, New Zealand’s International Migration Statistics: 1860-1921, 6.

50'See 3.4 for a detailed explanation of immigration to Western Canada.

5! Argentina. Ministry of Agriculture. Immigration Department, The Immigration Offices and Statistics
Sfrom 1857 to 1903, 24-25.

52 Haines and Shlomowitz, “Nineteenth Century Government-Assisted and Total Immigration from the
United Kingdom to Australia,” 56.

33 Stanley Johnson, 4 History of Emigration from the United Kingdom to North America, 1763-1912,

Studies in Economics and Political Science (London: George Routledge and Sons, Limited, 1913), 68—
100.
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3.3.3 Measuring Growth

The age of mass migration, as Hatton and Williamson described it, contributed
to the development of regions as immigration, urbanization and economic growth ran
hand in hand.** The discussion on economic growth will help to understand similar or
differential patterns among countries in comparison with Canada. GDP data for the pe-
riod 1850-1870 is scattered for all the countries. Maddison’s figures, widely used, esti-
mate data for ten years intervals.>> For Argentina, his estimates are from 1870, 1890
and 1900. Like population and immigration data, GDP figures for all the countries un-
der evaluation must be critically assessed and used with caution. Figure 3-6 shows that

even though Argentina’s GDP was smaller than that of Canada and Australia until 1900,

Figure 3-6 GDP in Countries of Recent Settlement.
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Sources: Maddison, The World Economy, 184, 194.

it followed a convergence trend toward both countries. By 1900, the three countries
converged. From 1896 until World War I Australia, Argentina and Canada experienced
an important growth rate. For periods, Argentina converged with Canada, especially

after the 1890s. Australia performed very well until the 1890 and then slowed down its

4 Hatton and Williamson, The Age of Mass Migration.

55 His figures for the Western Off-shoots start in 1500 and at 100 years interval until 1820 and then 10
years interval until 1870. See Maddison, The World Economy, 184, 194.
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growth. In 1890, it experienced a negative trend to recover in 1897 and experience less
growth compared to Canada and Argentina until 1914. In the case of New Zealand, its
growth rate was smaller than Canada, Australia and Argentina as its economy was
smaller as well. However, it maintained a steady growth and in appearance, New Zea-
land was not affected by the international crises as the other three countries were, espe-
cially by the turn of the century. What these countries show is the monumental growth
rate they all experienced from 1850 to 1914. Australia experienced a 417 percent
growth, New Zealand 590 percent, Canada and the United States more modest indeed,
but important nevertheless, 250 and 270 percent respectively while Argentina had 375

percent growth during the period.>®

Undoubtedly, GDP evaluation gives a glimpse of economic growth and estimate
the importance of these countries as producers of staples for the international market.
If the observation is on their GDP per capita in comparison with that of the United
States, a reference country to estimate productivity and industrialization, data are more
significant (Figure 3-7). Australia and New Zealand outperformed the United States but
decreased importantly in the 1890s. Canada and Argentina, differently, experienced a
smooth improvement during the period to reach 80 percent of the American productiv-
ity per capita by 1914. Two important observations: Worsening economic conditions
in Australasia reflected the poor performance of Australia and New Zealand after 1890;
nevertheless, their GDP per capita remained similar to that of the United States. On the
other hand, Canada and Argentina’s initial differential GDP per capita might respond
to the procedure of gathering data as Bulmer-Thomas explains, where incidentally data
from Argentina were extracted to make this graph.’’ Importantly, Bulmer-Thomas’
sources to build the time series coincide after 1900 with that provided by Maddison.
The comparisons showed in this section are a guide to understand Canada’s perfor-
mance in context with countries that also relied on the export of natural resources prod-

ucts.

% See Maddison, The World Economy, 184, 194.
57 See Bulmer-Thomas, The Economic History of Latin America since Independence, 494-497.
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Figure 3-7 GDP per capita of countries of recent settlement compared to the United States.

Ratio of GDP Per Capita (US = 100), 1850-1914
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Sources: Maddison, The World Economy, 184, 194. *For Argentina, data are derived from Bulmer-
Thomas, V. The Economic History of Latin America, 491-492. The straight lines for the period 1850-
1870 result because data are computed every ten years.

3.3.4 The Canadian Economy by Sectors

During the second half of the nineteenth century staples economies performed
in similar terms. Land abundant, labour scarce countries received an important influx
of European immigrants and expanded their frontiers of settlement further. How did the
Canadian economy react to those important structural transformations? Figure 3-8
shows the share of the most important sectors from 1870 to 1914 and the significant
economic transformation that was taking place in Canada prior to World War L. In 1870,
Canada was largely a rural country (Figure 3-9). By 1914, however, the country
changed its sectors’ composition, which suggests some signs of modernization and
transformation. While in 1870 agriculture comprised 40 percent of the production’s
share, by 1914 it decreased to 20 percent. The country did not become more industrial-
ized—manufacturing maintained a 20 percent share—but other sectors that reflected
the change of the country’s economic composition demonstrated strong signs of urban-
ization and modernization. Wholesale and retail, transportation, financial and personal

services and banking increased the sector’s share in the period. Under the item “Other,”

76



data include forestry, hunting and trapping, fisheries, mining, electricity, communica-
tions, education and different government administrations. Although a small share com-
pared individually with the rest of the sectors, there is an important component of nat-
ural resources exploitation included in that group. Davis and Gallman, on the contrary,

Figure 3-8 GDP in Canada by Sectors’ Shares, 1870-1914.
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Source: Data from Urquhart, M. C. Gross National Product, Canada, 1870-1926 the Derivation of Es-
timates. Kingston [Ont.]: McGill-Queen’s University Press, 1993, 11-15. Wholesale and Personal and
Services records are from decennial censuses. For the purpose of the graphic, data were interpolated.

bring a more optimistic view of Canada’s industrialization as they analyze it in terms
of primary, secondary and tertiary economy. They include “manufactured gas, con-
struction, transportation, electric power and communications” under the “manufactur-
ing” sector and in so doing, the sector shows an important increase during the period
1870-1914.%® Our graphic evaluates “manufacturing” alone and include the other sec-
tors—although with a small share—under the category “Other”. In this case, “manu-

facturing” did not show any change during the period under evaluation. Of course, as

58 Lance Edwin Davis and Robert E Gallman, Evolving Financial Markets and International Capital
Flows: Britain, the Americas, and Australia, 1865-1914 (Cambridge, UK: Cambridge University Press,
2001), 352-354.
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M. C. Urquhart describes it, the term “manufacturing” was very flexible as trades like
blacksmiths, for instance, that were included as “manufacturing” at the initial years
became part of “services” when the trade evolved and the sectors’ composition changed
to a more mature economy. Similarly, other trades like tailors or dressmakers switched

from small manufactures to bigger traders.>’

The composition of the Canadian economy during the period suggests the ob-
servations posited by R. T. Naylor in 2.3.5 .While the staple economy did not transfer
a substantial share to the manufacturing sector, it did in fact energize the sectors linked
to natural resources production and those sectors related to them: transportation, bank-
ing and wholesale as Figure 3-8 showed. What is clear is that Canada experienced an
important change in the composition of its economy. Whether the staple economy was
in part responsible for this change is a matter of discussion, but it is important to under-
stand the process of settlement and immigration as key components in that transfor-
mation. New towns and villages that emerged alongside the expansion of railroads be-

came part of a national network of business and communities that linked isolated

Figure 3-9 Population Composition in Canada, 1871-1921.
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3 M. C. Urquhart, “New Estimates of Gross National Product, Canada, 1870-1926: Some Implications
for Canadian Development,” in Long-Term Factors in American Economic Growth (Chicago: Univer-
sity of Chicago Press, 1986), 43—45, http://www.nber.org/chapters/c9678.pdf.
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areas with the national and international economy. The sectors’ share increase in whole-
sale, retail, construction and banking (under Personal and Services) illustrates the ele-
ments of the country’s changing urban-rural composition.

In 1871, less than 20 percent of the population lived in towns. By 1921, the year
of the Sixth Census, half of the population lived in towns and cities as Figure 3-9 shows.
However, this pattern did not follow the same characteristic in all the country. While in
Ontario and Quebec the change was noticeable, in the Prairies rural communities were
the rule. In 1901, 81 percent of the Saskatchewan population lived in rural areas; in
Alberta and Manitoba, 72 percent. By the following census of 1911, Manitoba resem-
bled with the most developed provinces of Central Canada, Ontario and Quebec, while

Saskatchewan and Alberta’s population remained fundamentally rural (See Table 3-1).

Table 3-1 Population Composition in Canada and Selected Provinces, 1911

RURAL URBAN RURAL % URBAN %

CANADA 3,924,394 3,280,444 54 46
Alberta 232,726 141,937 62 38
Manitoba 255,249 200,365 56 44
Ontario 1,194,785 1,328,489 47 53
Quebec 1,032,618 970,094 52 48
Saskatchewan 361,067 131,365 73 27

Source: Canada. Census and Statistics Office, Fifth Census of Canada 1911, vol. 1, V vols. (Ottawa: C.
H. Parmelee, 1912), 511.

The expansion of the frontier of settlement was a key component in the eco-
nomic transformation experienced in Canada during the period. Incorporated cities in
the provinces remained the same in the census of 1901 and 1911respectively, but rural
towns and villages, especially in Saskatchewan mushroomed. In the Census of 1901
and 1911, the provinces of Alberta and Saskatchewan had six and four incorporated
cities respectively and Manitoba, four. The number of towns increased from 15 to 27
in Alberta, 16 to 50 in Saskatchewan and in Manitoba, they remained almost the same,
from 22 to 24. The great difference appeared in the number of small rural villages

spread all over the Prairies; Alberta grew from 12 to 82, Saskatchewan from 9 to 195
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and Manitoba from 17 to 21 villages.®® What these figures show is that Manitoba prac-
tically did not experience substantial changes in its urban component compared to the
nineteenth century; its composition reflected the trend of urbanization experienced in
Ontario and Quebec. In other words, Manitoba had already developed a sufficient num-

ber of towns to service its rural population

The new provinces of Alberta and Saskatchewan, however, show the dynamic
of settlement at the 