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ABSTRACT

This thesis attempts to revise the existing historiography of British Columbia by
first, establishing the growth and presence of a significant and diversified manufactur-
ing sector between 1860 and 1890 and second, by charting the relative and absolute

decline of the secondary manufacturing sector between 1890 and 1915.

It adds to the literature which argues that British Columbia has been an indus-
trial society since before the 1880°s. Even by 1890 a higher percentage of British
Columbians were engaged in manufacturing than elsewhere in Canada and output per
capita in British Columbia exceeded that of any other province. Comparing total
manufactured output, British Columbia moved from the seventh largest producer to
third among Canadian provinces in the three decades after 1880. Through the whole
study period British Columbia factories tended to be larger than their counterparts

elsewhere in Canada.

The core of the thesis describes the manufacturing sectors of British Columbia,
both primary and secondary, at an aggregate level utilizing census, directory, tax, and
credit data. In attempting to account for the pattern of growth and decline it considers
the two main approaches to Canadian political economy, the export base (staple)
approach and the dependency approach and concludes that a third, "production sys-
tem,” approach inspired by recent work in economic anthropology provides a better

framework to discern the causal factors.

Utilizing the production system framework this thesis explores some of the rea-
sons for the decline of the secondary manufacturing sector after 1890 by using one of
the central industries, the boiler and engine industry, as a case study. The thesis
identifies three factors that were important in explaining the decline of the boiler and

engine industry: discriminatory railway rates, high labour costs and, the transfer of
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ownership of much of the economy from local to non-local capitalists. This thesis
reveals that although regional manufacturers were responding to the relative prices of
transport and labour, these prices were the product of the interaction of social and
institutional factors located both within and without the region. The third factor, the
shift of ownership outside the region, is an example of how structural changes affect

the whole economy.

These three factors also point to a revised understanding of how regional indus-
tries are linked to one another and how frontier regions or "peripheries” are linked to
the metropole. The increasing amount of ownership of the resource extractive, primary
processing and transportation industries by non-locals meant that linkages that form-
erly connected these sectors to local manufacturers, were transferred outside the
region. The thesis concludes that these linkages are socially, rather than technologically

defined.

The thesis argues that the de-industrialization of British Columbia was one aspect
of a larger process which, viewed from central Canada, has been called “centralization”.
Set in a global context the British Columbia experience was one part of an international
process which saw industry concentrate in other regions like southeastern Ontario, the
American northeast, and parts of Great Britain as it left regions which then became the

“periphery".

Examiners:
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Chapter 1

Introduction

By the 1890's the west had started to shrink. It had started noticeably to shrink by the
time the first locomotives made the turnaround at Port Moody. Now or rather then it
shrank with every word that was sent back from the dry country across the mountains
and the Atlantic Ocean. Some of the west spilled northward for a while and seemed to be
expanding to its original size, but there too it would shrink until the west became small
enough to fit into eastern plans, to become a region in the eastern scheme of things.
George Bowering
Caprice*

If you lived in British Columbia in the late nineteenth century, you were likely
to have worked in a factory. More British Columbians were engaged in the manufac-
turing process than in any one of logging, fishing, mining, or agriculture. You were
more likely o be working in a factory than if you had lived anywhere else in Canada.
Moreover, that factory was on average, larger in terms of employees, capital, output,

or most other measures, than anywhere else in Canada.

This thesis is, first and foremost. a description of that "industrial” British Colum-
bia and particularly of the secondary manufacturing industry. British Columbia’s his-
torians are only beginning to appreciate the fact that the history of British Columbia is
predominantly an industrial one and that the people of British Columbia have been
mainly industrial wage earners working in "factories".! This thesis addresses this aspect
of British Columbia’s history. It fills a gap which has inhibited our understanding of
the economy and society of British Columbia through that critical period before the

First World War when many of the industrial, class and race relationships which

affect us today were established or consolidated.?

* George Bowering, Caprice, (Penguin: 1987) p. 108.
g g g

! For example see: R.A.J. McDonald, "Working Class Vancouver, 1886-1914: Urbanism and Class in
British Columbia,” BC Studies, Nos. 69/70 (Spring/Summer 1986): 69; Allen Seager, "Workers, Class, and In-
dustrial Conflict in New Westminster 1900-1930," in Workers, Capital and the State in British Columbia:
Selected Papers, ed. R. Warburton & D. Coburn (Vancouver: University of British Columbia, 1988) pp. 117-
140.

2 The continuity of economic structure and class relationships from the late 19th and early 20th centu-



This thesis documents the existence and the extent of manufacturing in British
Columbia from 1860 to 1915 and discovers different patterns for the two different
types of manufacturing. Primary manufacturing, processing the province's resources,
started out very small and grew steadily to 1890 and then expanded exponentially to
1915, though it did not keep pace with the growth of the economy. Secondary
manufacturing dominated the manufacturing sector until the 1890’s when it slipped
from its relative dominance. From the 1890’s the secondary manufacturing sector grew
more slowly than the economy. The production of some industries declined and others
simply closed their doors. Important components of the secondary manufacturing sec-
tor experienced "de-industrialization” and the regional economy never recovered the
diversity or the share of employment and output, accounted for by secondary
manufacturing, that was lost in this era. British Columbia’s relative lack of a

manufacturing base is well known but there has been no recognition that this lack

only dates from the turn of century.?

The discovery of the existence of a secondary manufacturing sector in British
Columbia has implications for the historiography of the province. If indeed British
Columbians experienced an "industrialization” and worked in factories like their con-
temporaries then historians must reconsider the concept of "western exceptionalism”,

the belief that the frontier developed distinctly from the "east”, as it applies to British

ry is a common theme in British Columbia history: Robert C. Allen, "The B.C. Economy: Past, Present and Fu-
ture,” in R.C. Allen and Gideon Rosenbluth, Restraining the economy: Social Credit Economic Policies for B.C.
in the Eighties (Vancouver: B.C. Economic Policy Institute, 1986) pp. 9-42; Richard E. Caves & Richard H.
Holton, The Canadian Economy: Prospect and Retrospect, (Cambridge Mass.: Harvard University Press, 1959)
216-232; John Malcolmson, "Politics and the State in the Nineteenth Century,” p. 20 and; Rennie Warburton
and David Coburn, "The Rise of Manual Work in British Columbia,” p. 224 both in Workers, Capital and the
State in B.C.

3 The absence of a secondary manufacturing sector in British Columbia has been noted by: R.AJ.
McDonald, "Victoria, Vancouver and the Economic Development of British Columbia 1886-1914," British
Columbia: Historical Readings, ed. W.P. Ward and R.A.J. McDonald, (Vancouver: Douglas and Maclntyre,
1981) pp. 369-395; R.A. Shearer, "The Economy of British Columbia,” in Regional Aspects of Trade Liberali-
zation, ed. Shearer et al, (Toronto: Private Planning Association, 1973) pp. 3-42; L.D. McCann, "Urban
Growth in a Staple Economy: The Emergence of Vancouver as a Regional Metropolis, 1886-1914." Vancouver:
Western Metropolis. ed. L.J. Evenden, (Victoria: University of Victoria, 1978) pp. 17-42; Patricia Marchak,
Green Gold: The Forest Industry of B.C., (Vancouver: University of B.C., 1983); Phillip Resnick, "The Political
Economy of British Columbia, A Marxist Perspective." Essays in B.C. Political Economy. ed. Paul Knox and
Resnick, (Vancouver: New Star, 1974) pp. 3-12.



Columbia.* The discovery of the relative decline of that sector prompts a search for an
explanation and this thesis makes some preliminary steps in that direction, exploring
in the process the strengths and weaknesses of the prevailing approaches to economic

development in British Columbia.

The belief in "western exceptionalism” implies an isolation from the non-west but
the study of the manufacturing economy of British Columbia demonstrates that it can-
not be understood separate from the development of the rest of Canada, the United
States, Britain, indeed. from the world economy. From the 1790’s when furs from the
British Columbia coast were first traded on the waterfront of Canton the regional
economy has been attached to that of the world. Between 1860 and 1915 that attach-
ment became increasingly obvious as transportation systems evolved and the world
economy became even more closely integrated. A second objective of this thesis is to
indicate some of the ties that linked British Columbia to the east, understood as
eastern North America and Furope and examine how it is " a region in the eastern

scheme of things."

The understanding of how development and growth occur at an international or
even a national level is a vital objective; but the larger the unit one studies the more
aggregate the analysis must become. At a world level it is very difficult to distinguish
causes of growth and development from results. Paradoxically, it appears that the
most effective way to study the growth of the world economy is to first understand

development at a regional level where different paths can be distinguished and the

dynamics of economic change observed.® People actually live in regions and their

regional economy affects them more directly and more obviously than the national or

4 See for example: Stuart Jamieson, "Regional Factors in Industrial Conflict: The Case of British Colum-
bia," British Columbia: Historical Readings, pp. 550-514. Resnick, "Political Economy of British Columbia,” p.
5. :

S For this reason Scott and Storper refer to the "Primacy of Regional Analysis;" Allen J. Scott and
Michael Storper, ed. Production, Work, Territory: The Geographical Anatomy of Industrial Capitalism (Lon-



international economies. The dynamics of economic systems are only understandable
when they are viewed in a regional-spatial context because the possibilities for change
are the results of the interaction between transnational systems of constraints and
locally specific circumstances. Thus it is that while British Columbia’s economic his-
tory cannot be understood separate from world economy neither can the world econ-
omy be studied without regional analyses such as this. A third objective then, is to
study a specific articulation of a part of the process of world economic development

and integration.

Regional analysis is not without its pitfalls and one of the most common is the
"nativist" approach. This has been particularly true of the "Dependency” school and in
Canada, its application to the Maritimes. The approach results in a 7hem (in Canada
usually southern Ontario) versus Us (the region) polemic which seeks to place the
“blame” for regional problems on forces outside of, or outside the control of the region
itself. It is an a priori narrowing of one’s investigation that has even led some "Marx-
ist" theorists into championing the causes of local capitalists against "bad" foreign capi-
talists. The opposite extreme is represented by some users of the neo-classical model
who ignore spatial/temporal/and human factors altogether and locate a region in
purely economic terms. In this view high regional unemployment is not a problem if
people have the sense 10 leave and go elsewhere where things are better. High regional
unemployment has a human cost that transcends the neo-classical appellation "fric-

tion". This approach ignores the cultural and social components of a region.

The other pitfall is the tendency to make explicit or implicit comparisons with
other regions which determine the questions we ask of the region we study. For exam-
ple. the two major approaches to political economy in Canada, the neo-classical and
the neo-Marxist until recently have both assumed that there is a development path

that economies will naturally follow if there are no disturbing interventions. The




"path" leads inexorably to an economy and society modelled on the north-eastern
United States and all regional economies succeed or fail according to this standard.
Rejecting this or some other "standard" path for an economy implies a recognition that
the basis on which one evaluates economic development is ultimately arbitrary. In the

context of this thesis "development” is stripped of its value connotations and simply

refers to structural change in an economy, as opposed to mere growth.6

The thesis is a description of the changing structure of British Columbia’s
manufacturing sector. Alternatively. it could have been an examination of an indivi-
dual capitalist or labourer and his/her goals, skills, successes, failures within the set-
ting of a single firm but it would still have had to come to grips with how that
individual/firm fits into the structure of manufacturing in British Columbia, Canada,
and the world. Either approach is legitimate. This one was chosen because, given the
state of our knowledge it promised the most. It is difficult to lecate individuals in
structures that they themselves were unaware of, if we do not first have an under-

standing of the structures.

The structural approach also has the advantage of revealing that what makes
local capitalists and local workers, local, is success. Workers who do not find work
and capitalists who find no profitable opportunities for their capital, tend 1o move out
of a region. Barring "success", or sensing better opportunities for success elsewhere,
"would-be" locals would keep moving. The possibilities for success or failure are
created by the structure. Examination of the "structure" through the eyes of individu-
als successful enough to leave a record behind them introduces yet another bias into
our view of the past. This structural approach does not deny the important role of

human agency -- individual initiative, but rather considers it one of several important

1

don: Allen & Unwin, 1986), pp. 13-15.

6 The "structure” of an economy is the network of power relationships which determine such elements as
property rights, distribution of income, level of competition, concentration of ownership, amount of public re-



factors in the production system. Individual initiative appears in the production func-

tions below subsumed within "entrepreneurial skill" and "labour".

The focus on secondary manufacturing is not to suggest that the resource indus-
tries and primary manufacturing were less important. From pre-historic days British
Columbia’s rich resources attracted and sustained the population. The argument
developed below suggests that it is not the type of production, whether it be resource
extraction, primary or secondary manufacturing, that is the critical factor in British
Columbia’s unique "development path". Rather it has been the interaction of the pro-
duction relationships generated by the economic activity with the institutional and

social frameworks in which production occurred.

The thesis is structured in such a way as to reflect and distinguish the different
levels of abstraction contained within it. It examines the manufacturing sector on four
different levels: the purely theoretical, the macro-economic, the meso-economic (a sin-
gle industry). and it touches on the micro-economic (with the discussion of Albion

Iron Works). The more abstract levels set the context for the more concrete.

This chapter introduces the rationale and guiding principles of this thesis while
chapter two situates it in the theoretical literature on Canadian and British Columbian
development. It examines the strengths and weaknesses of the Dependency and Export
Base Approaches and concludes that a third, "Production System" approach, derived

from economic anthropology. provides a more complete framework for the study.

Chapters three and four are descriptive. They establish the economic and histori-
cal background for chapters five through seven. Because of the importance of the
resource base to the economy and the theoretical implications of "linkages" from the
resource sector, chapter three is a description of the growth and development of the

resource base. Chapter four examines the extent and importance of the whole

gulation, just to name a few on a long and complex list.



manufacturing sector, primary and secondary, from 1860 to the first census in 1880-1.
Conceptually it is linked to chapters five and six but it utilizes different sources. It
draws upon Credit Reports, Directories, colonial Blue Books, and tax rolls to extend
our understanding of British Columbia manufacturing backward into the pre-census

era.

Chapter five also takes both primary and secondary manufacturing as a whole to
examine the industrial nature of the economy. Beginning with data from the first
available census in 1881 it compares size, the diversity, and the average size of British
Columbia manufacturing relative to Ontario and the rest of Canada. On a per capita,
or a per firm basis, British Columbia was the most industrialized province in Canada in

1890 and 1900.

In chapter six the focus narrows to explore the changing structure of the secon-
dary manufacturing sector, from 1880-1915. This chapter, with appendix six, illus-
trates both the modest growth in some sectors and the decline in others. The case of
one of the declining industries, the boiler and engine industry, is the subject of chapter
seven. It is at this specific level of investigation that the explanations for the general
patitern of development can be tested and evaluated. Finally, in chapter eight an

attempt is made to whip the various plaits of the argument into a conclusion.

Ultimately a study of the past takes place in the present and its value, if it has
any, must also exist in relation to the present. The aim of this thesis is to improve the
understanding of structural change in British Columbia’s manufacturing sector and
make a preliminary attempt at explaining the evolution of the British Columbia econ-
omy in a Canadian and world context. It is a preliminary contribution to what will
hopefully be an ongoing process: explaining British Columbia’s relative lack of secon-
dary manufacturing and thereby revealing structural impediments to the contem-

porary expansion of that sector.



Chapter Two

The Political Economy of Manufacturing

Of course, as in the instance of alchemy, witchcraft and other such popular creeds, polit-
ical economy has a plausible idea at the root of it.
John Ruskin
"Unto this Last"

During most of this century the discussion of economic change in Canada has
been conducted in one of two main theoretical frameworks. The first, a view essen-
tially rooted in neo-classical economics, has dominated the ring and dictated much of
the policy of Canadian and British Columbian governments. It is known by several
aliases, including the "staple theory" and the "export base approach" and is part of the
more general "modernization approach".” There were no obvious challengers until the
1960°s and the arrival of the "dependency approach" based on neo-Marxist political
economy. This model is also sometimes called the "staple theory" and as a result this
phrase has become a source of confusion and something of a liability in Canadian polit-
ical economy.8 This chapter sketches these two approaches and focuses on the path that
each predicts the "evolution" of the manufacturing sector will follow. It examines the

strengths and weaknesses of each and concludes that a third approach, a "Production

7 The "staple theory" has been used to refer to so many diverse concepts that it no longer has any utili-
ty; Theorists like Caves declared the approach compatible with a neo-classical "Vent for Surplus Model" and
Gunder Frank declared it interchangeable with the "Dualist Model". Williams calls this approach the "Import
Substitution Strategy". North calls it "Export Base Theory". See: W.A. Mackintosh, "Economic Factors in
Canadian History." Approaches to Canadian History, ed. Carl Berger (Toronto: University of Toronto, 1979);
R.E. Caves, "Vent for Surplus Models of Trade and Growth," Trade. Growth and the Balance of Payments: Es-
says in Honour of Gottfried Haberler, (Chicago: Rand McNally, 1965) 95-115; Andre Gunder Frank, Depen-
denr Accumularion and Underdevelopment, (New Yotk & London: Monthly Review, 1979), 111; Glen Willi-
ams, Not for Export: Toward a Political Economy of Canada's Arrested Indusirialization (Toronto: McClelland
& Stewart, 1983) 15-40, 130-150; Douglass North, "Location Theory and Regional Economic Growth," Re-
gional Developmeni and Planning: A Reader, ed. John Friedman & William Alonso (Cambridge: M.LT., 1969)
240-253.

8 This is the version of the staple approach referred to by Marchak. She calls the export base approach,
the "incremental growth" approach. When Watkin re-examines the staple model in 1979 the dependency ver-
sion is the staple approach that he refers to. McCalla and George refer to the staple and dependency ap-
proaches as "near relations". Marchak. Green Gold, 1, 22; M.H. Watkins, "The Staple Thesis Revisited,” Cana-
dian History Since Confederation ed. Bruce W. Hodgins & Robert J.D. Page (Georgetown Ontario: Irwin Dor-
sey, 1979) 574; D. McCalla & P. George, "Measurement, Myth and Reality: Reflections on the Economic Histo-
ry of Nineteenth Century Ontario," Journal of Canadian Studies, 21, (1986), p. 74.



Systems Approach”. based on the common production function implied in both

approaches incorporates most of their strengths and few of their weaknesses.

The Export Base Model

The export base approach was first introduced to the Canadian scene by W.A.
Mackintosh in the early 1930’s. He, in turn, was inspired by the American, G.S. Cal-
lender. This approach holds that the export of raw materials is the best option for a
“New Country" -- by which we mean the regions invaded and settled by the Europeans
since the Sixteenth Century. Once started, an exchange of the new country’s raw
materials for the manufactured products of the older, central economies leads, in this
view, to a progression of stages through which a new country must pass en route 1o a

" . . " "
mature industrialization".

In the settlement of new countries one problem takes precedence over all others - the
problem of finding the staple product with a ready market. The world makes a path to
the door of those regions fortunate enough to possess such a product, and all commodi-
ties of other countries are offered in exchange.’

Of course, this approach assumes that the economies of the United States and Great

Britain are the standards to which all economies ought to naturally move, and that

movement can be measured in terms of Gross National Product (GNP).1¢

While Mackintosh’s approach has been hailed as part of "Canada’s most distinc-

tive contribution to political economy,"!!

it is actually quite compatible with a more
general and widespread approach to regional growth in the social sciences. This
approach, which I have termed the "Modernization Approach," a term generally used in

the sociology literature, is also commonly called "Diffusionist" or "Incremental

Growth". The two approaches are compatible in the sense that they both assume

® W.A. Mackintosh cited in Carl Berger, The Writing of Canadian History (Toronto: Oxford University,
1976), 92.

10 North discusses some of the problems of using GNP as a measure of economic development in Douglas
North, "Conference Summary," in L.R. Fisher and E.W. Sager, ed. Merchant Shipping and Economic Develop-
ment in Canada, (St. Johns: Memorial University, 1982).

11 M.H. Watkins, "The Staple Thesis Revisited," 574.
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economies will move progressively towards to a state where they have a diversified

manufacturing base. The compatibility of Mackintosh with the work of W.W. Ros-
tow, "a vulgar extreme of the modernization approach and its ‘progress’ orientation"!?

has been noted by Williams and Stabler.!3

In the Mackintosh variation this thesis suggests that while development may ini-
tially occur in a single staple sector eventually the "linkages" from this leading sector

will generate economic activity in the lagging sectors via "diffusion" or "trickling down"

effects.’® Between nations or regions, the diffusion of growth is a result of an ‘advanced
society’ requiring the natural resources of a less developed region and the natural ten-
dency of profits and wages to equality. Given the appropriate staple this approach
holds that all newly settled regions will become developed. A "developed country" is

one with a:

..high income per capita. It has a ‘balanced’ economy, with a manufacturing sector
grown to thrive side by side with agriculture and other primary producnon Manufac-
tured goods are important exports and the country is self sufficient in a a significant pro-
portion of the goods it uses. In brief the developed country is one such as the United

States, Great Britain, France, Germany, or the Scandanavian countries.!®

Douglass North's "export based growth model", a derivative of the modernization

approach, is more rigorously defined in terms of neo-classical economics than

Mackintosh’s.’® North broadens the approach to include growth led by any export,

12 Craig Lockhard, "Global History, Modernization and the World Systems Approach: A Critique," His-
tory Teacher V. 14, N. 4 (August 19&1) 512n

13 Drache has commented on Mackintesh’s faith in the "progressive” nature of capnahsm Williams, Not
Jor Export, 188n; J.C. Stabler, Expons and Evolution: The Process of Reg]onal Change," Land Economics
XLIV, 1, 11-23; Daniel Drache. "Rediscov ering Canadian Political Economy,” A Practical Guide to Canadian
Political Economy ed. Drache and Wallace Clement ( Toronto: John Lorimer. 19"8) 12-14.

14 Albert O. Hirschman, "Interregional and International Transmission of Growth" Regional Develop-
ment and Planning, 623-641.

1S Caves & Holton, The Ccmadzan Econom) Prospect and Retrospect, v. Lately economists have shied
away from specifically defining "developed” but in most of the literature it is clear that this remains the
model. This is more obvious in the social sciences and history, see Lockhard, "Global History....;" Drache ar-
gues that the United States was definitely Mackintosh’s prototype, see Drache, "Rediscovering..," 13.

16 Although North credits Innis for inspiration it is clear that his model is more closely allied to that of
Mackintosh. The latter credits the American economist G.S. Callender for some of the seminal ideas and in
the American literature this approach is sometimes called the Callender-North Model, see: Diane Lindstrom,
Economic Development in the Philadelphia Region, 1810-1850, (New York: Columbia, 1978) 5; On the unﬂv of
Mackintosh’s staple approach and North’s export base Model see John M. Brazzel & W. Whitney Hicks, "Ex-
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staple or manufactured. North and Mackintosh's approach is distinguished from the
more general modernization approach in that the stages in the North American version
are different to take into account the absence of a pre-existing self-sufficient economy
(the economy of the indigenous population is not considered); the former approach
emphasizes the role of demand as the push factor in the growth process and the latter

emphasizes the role of the supply side.

The Mackintosh/North variant of the modernization approach is an attempt to
examine the process of capital formation in new regions. According to the theory's
assumptions, the new region is sparsely populated and has had no prior capitalist
development!” so "typically the (initial) capital for new region comes from the out-

side."!8
North argues that:

to the extent that the export base is profitable, a part of this income will be reinvested
in the expansion of the base...up to a point, and then the accumulated capital will tend
to overflow into other activity.!®
There is some debate about whether the export base is a model of regional growth

or just national growth. Calling this approach the 'staple theory’ Caves & Holton

argue that it applies to either:

one great advantage of the staple theory is that it can be used to explain not only the
growth of the nation but the growth of regions within the nation as well...

...the staple theory is useful in understanding the growth of regions of all sizes in the
present-day world.?

ports and Regional Economic Growth: An Evaluation of the Economic Base and Staple Models," Land Econom-
ics XLIV, 4 (November 1968) 502-9; on the compatibility of the export base approach and orthodox neo-
classical economics see: A. Guecione and W.J. Gillen "Export Base and Neo-classical Type Models of Urban
Growth A Synthesis," Canadian Journal of Economics, XIII, 4, (November 1980) pp. 700-711.

V7 Watkins, "Staple Theory,” 53,53.

18 North "Location Theory,” 252; Caves, "Vent for Surplus..” 99. That this was so in B.C. see Ronald A.
Shearer, "The Economy of British Columbia," Regional Aspects of Trade Liberalization, ed. Shearer et al
(Toronto: Private Planning Association, 1973) 33.

19 North, "Location Theory,” 252.
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Tiebout adds that the smaller the region the more important will be the role of
exports and the more powerful the export base theory will be as tool of regional
analysis.?! Allen on the other hand argues that while a national economy will fit the
export base pattern, individual regions will specialize and develop differently within
the nation. This is also the implicit argument of Chambers and Gordon, and the
responses to their work which consider the effect of the prairie wheat boom, not on the
prairie economy so much as on the national economy.?” While the debate has not been

conclusive there is no doubt that the export base model continues to be applied as an

explanation of purely regional development.?3

The accumulation and overflow of capital into activities related to the export base
are discussed in terms of "linkages". Forwardly linked industries refine the products of
the export base, backward linkages prepare inputs for the export base, final demand
linked industries are those which supply consumer goods to the labour force drawn by

the export base and related linkages, and fiscal linkages are those which connect the
government to the the export base.?
Among the writers who have considered the development of Canadian manufac-

turing from the point of view of the export base approach are: Mackintosh, Firestone,

Bertram, Dales, the early Watkins, Fasterbrook & Aitken, Marr and Patterson, and

20 Caves & Holton. Prospect and Retrospect. 141-142.

21 Charles M. Tiebout, "Exports and Regional Economic Growth." Regional Planning: A Reader, ed.
Friedman & Alonso, 156-160. See alsc, James Gilmour, Spazial Evolution of Manufacturing: Southern Oniario,
1851-1891 (Toronto: University of Toronto Department of Geography, 1972) pp. 5-9.

22 Allen, "B.C. Economy: Past, Present and Future,” p. 23; Edward I. Chambers and Donald F. Gordon.
"Primary Products and Economic Growth, An Empirical Measurement,” reprinted in Douglas McCalla, ed.,
Perspectives on Canadian Economic Growth. (Copp Clark Pitman: Toronto, 1987) pp. 201-220;

% North, "Location Theory and Regional Economic Grow1th"™ James N. Tattersall, "Exports and Economic
Growth: The Pacific Northwest 1880 to 1960." Papers and Proceedings of the Regional Science Association,
vol. 9, (1962) pp. 215-6 and Watkins, "A Staple Theory.". Richard Pfister, "External Trade and Regional
Growth: A Case Study of the Pacific Northwest," Economic Developmen: and Cultural Change, 11, (January
1963), pp. 134-151.

24 Albert O. Hirschman, "A Generalized Linkage Approach to Development, with Special Reference to
Staples,” in Hirschman, Essays in Trespassing, Economics to Politics and Beyond, (Cambridge, 1981) p. 65.
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Pomfret.?5 The writings of North, Caves, Thomas, and Brazzel & Hicks, Hirschman and
Guccione & Gillen flesh out the compatibility of this approach with contemporary

neo-classical economics.?®

In this tradition Nesbitt has considered the B.C. case within a well defined
theoretical framework of manufacturing growth although his empirical work focuses
on the 1960's. McCann has constructed a theoretical model of urban-industrial
growth in a staple economy and uses the B.C. economy between 1886 and 1914 as an
application of his model. Gilmour has examined the Ontario manufacturing experience

within a rigorous theoretical framework for the period 1851-1891 and McCallum has

considered the overall "economic development” in Quebec and Ontario up to 1870.7

Other work written on patterns of economic change in B.C. within the same gen-
eral framework but less valuable from a theoretical standpoint include Kaliski's and
Hughes’ study of B.C. manufacturing, which cover the same period as this thesis but
eschew theoretical interpretation; McDonald has done the most thorough analysis of
the B.C. economy in a short article on the shift in the relative roles of Victoria and

Vancouver 1886-1914, although his work is more descriptive than theoretical. Also in

25 Mackintosh, "Economic Factors in Canadian History." G.W. Bertram, "Historical Statistics on Growth
and the Structure of Manufacturing in Canada, 1870-1957," Canadian Political Science Association Conference
on Statistics 1962-3, Papers, Canadian Political Science Association, 1963. 0.). Firestone, "Development of
Canada’s Economy, 1850-1900," Trends in American Economic Growth in the Nineteenth Century Studies in
Income and Wealth, 24, (Princeton: National Bureau of Economic Research, 1960); J. Dales, "Estimates of
Manufacturing Output by Markets 1870-1915," Canadian Political Science Association Conference on Statis-
tics, 1962-3, Papers. Canadian Political Science Association, 1963; M.H. Watkins, "A Staple Theory of
Economic Growth," Approaches to Canadian Economic History, ed. W.T. Easterbrook & Watkins (Toronto:
Macmillan, 1979); this article was originally published in 1963, his later writings more properly belong in the
dependency group; William Marr and Donald Patterson, Canada: An Economic History, (Toronto: Gage, 1980);
Richard Pomfret, The Economic Development of Canada, (Toronto: Metheun, 1981).

26 North, "Location Theory..;" Caves, "Vent for Surplus Models of Trade and Growth;” M.D. Thomas,
"The Export Base and Development Stages Theory of Regional Economic Growth, An Appraisal,” Land
Economics, XL, (1964), pp. 574-587; Brazzel and Hicks, "Exports and Regional Economic Growth;" Hirschman,
"Interregional and International Transmission of Growth;" A. Guccione and W.J. Gillen "Export Base and
Neo-classical Type Models of Urban Growth A Synthesis," Canadian Journal of Economics, XIII, 4, (November
1980) pp. 700-711.

27 James G. Nesbitt, "Regional Differences in the Structure and Growth of Manufacturing in British
Columbia,” unpublished M.A. thesis, University of British Columbia, 1973; L.D. McCann, "Urban Growth in
a Staple Economy: The Emergence of Vancouver as a Regional Metropolis, 1886-1914," Vancouver: Western
Metropolis, ed. L.J. Evenden (Victoria: University of Victoria, 1978); John McCallum, Unegual Beginnings:
Agriculture and Economic Development in Quebec and Ontario until 1870 (Toronto: University of Toronto,
1980).
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this vein is Caves & Holton’s chapter on B.C. in their general study of the Canadian
economy. Holmes, Ingram, Shearer, Phillips, and Howay, Sage & Angus are others who

have considered the growth of the B.C. economy within this general framework but
without much attention to, or modification of, the approach itself.?

One of the key difficulties in testing the export base model has been the inability

to agree on the mechanisms of the model with regard to specific cases. There is general
agreement thal a strong growing export base ought to stimulate secondary industry?’
although the degree of this stimulation is rarely specified.*” Bertram suggests that:

Within the framework of the staple model of economic development, the secondary

manufacturing industries’ expansion could be regarded as a response to staple expan-

sion in primary manufacturing ....%!

Within this body of literature James Gilmour has presented the most rigorous
framework in his study of the manufacturing sector in Ontario. He predicts that given
a strong and growing resource base an economy will have a predictable constellation of
linkages and will pass through a given set of stages or chronology. Gilmour's model

relates to an economy based on an agricultural staple. Nesbitt develops the linkages

28 John Logan Hughes, "Economic Development of British Columbia, 1858-1885," M.A. Thesis, Universi-
ty of California, 1927; Stephen Felix Kaliski, The Growth and Development of Manufacturing Industries in
British Columbia.” Unpublished Graduating Essay, University of British Columbia, 1952; R.A.J. McDonald,
"Victoria, Vancouver and the Economic Development of British Columbia 1886-1914," British Columbia: His-
torical Readings, ed. W.P. Ward and R.AJ. McDonald (Vancouver: Douglas and Maclntyre, 1981); Caves &
Holton, The Canadian Economy: Prospect and Retrospect. 216-232; H. Cuthbert Holmes, "Some Notes on the
Economic Past, Present and Future of Vancouver Island,” British Columbia Historical Quarterly XVI, 1&2; ].C.
Ingram, "Industrial Development in B.C., Past, Present and Future," Canadian Mining and Metallurgical Bul-
letin, 51, 557 (September 1958) 580-5; Paul Phillips, "Confederation and the Economy of British Columbia,”
British Columbia and Confederation, ed. W. George Shelton, (Victoria: University of Victoria, 1967); 43-65.
F.W. Howay, W.N. Sage, and H.F. Angus, British Columbia and the United States, (Toronto: Rverson, 1942).

29

...the pace and nature of economic growth and development are determined by the demand for and characteris-
tics of the region’s staple export.

Richard Pomfret, "The Staple Theory as an Approach to Canadian and Australian Economic Development,”
Australian Economic History Review, 21, (1981) p. 133; and Kris Inwood, "Economic Growth and Structural
Change in Atlantic Canada, 1850-1910," in L.R. Fischer and Helge Nordevik, ed. Across the Broad Atlantic:
Essays in Comparative Maritime History, (Oslo: Norwegian University Press, I'or‘thcoming) p- 19.

30 Hirschman, "A Generalized Linkage Approach,”

31 Bertram, "Historical Statistics,” p. 114; see also Inwood, "Economic Growth and Structural Change;" p.
19.



15

for non-agricultural staples.>? In most of the rest of the literature the steps an econ-
omy will move through are rarely explicit but close reading reveals a set of stages,
which although not mechanical, provide a general way to test the model. All these

theorists predict that over time the relative importance of the primary sector and pri-

mary manufacturing will decline.?3

The first stage commences with the introduction of a capitalist economy via the

extraction and export of a natural resource product:

The closer we approach the first economic stirrings of the region, the greater the likeli-
hood that the product of primary activity will be exported in unprocessed form.3

Primary manufacturing may or may not occur at this stage depending on the relative
cost of transporting the product in its raw form as opposed to semi-processed. Nesbitt
suggests that at this stage the local sector will consist of a few retail and service
industries because they typically require small levels of capital investment while they
require close contact with the consumer.®> Most theorists predict that there will be a
strong backward linkage to the transport sector and significant investment will be

made in establishing an efficient transportation link between the new region and the

metropole.*®

The next stage is distinguished by the emergence of final demand linked indus-

tries in the consumer goods sectors "to serve the more urgent needs of the community

32 Nesbitt suggests discrete stages while Gilmour defines a chronology. Nesbitt, "Regional Differences in
the Structure and Growth of Manufacturing in British Columbia;" Gilmour. Spatial Evolution.

33 Gilmour suggests that the primary manufacturing sector (forward linkages) will start out negligible
and may increase in relative importance in the initial vears as economic organization becomes more sophisti-
catled and development capital becomes available; after an initial rise in relative importance it will decline as
time elapses; North, "Location Theory..," 253; Nesbitt, "Regional Differences..," 25; Gilmour, Spatial Evolution..,
31

34 Gilmour, Spatial Evolution.., 31.

o

35 Nesbitt, "Regional Differences.., 27; Caves, "Vent for Surplus..,” 100.

3¢ Watkins, "The Staple Theory..." 55; North, "Location Theory..,” 245,249,252; Gilmour Spatial Evolu-
tion.., 31; Mackintosh, "Economic Factors..," 13; Williams, Nor for Export, 131.
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for the bare necessities of life: food, clothing and shelter."” The products will require

skilled labour or a lot of time in production (otherwise they would be made at home).

Production will be at a minimum scale of operation with each production unit support-
ed by a small number of people. Many activities will, in fact, be represented by cot-
tage industries, since...production requires little investment in either buildings or equip-

mem.”

Because little capital is available at this stage these manufactures would have few
economies of scale in production, and as a result they would be items that are rarely
traded inter-regionally. These would be industries like baking, soft drink bottling
(aerated water), artificial ice making, and certain types of printing. Firestone and Gil-
mour suggest that this stage would include the homebuilding industry. clothing and
footware, and alcoholic beverages and that the next demand thresholds crossed will
occur for some necessary consumer durables like furniture and stoves. As disposable
income rises beyond the point where only necessities are affordable final demand link-

ages will broaden and the consumer sector will see a shift away from food, drink and

clothing towards semi-durables®® and a wider range of consumer durables.*

Subsequently the economy should wilness the appearance of industries back-
wardly linked to the export sector. This will result in a relative shift towards pro-
ducer goods (which by definition are inputs to another productive process) and invest-

ment goods (which supply capital goods) and away from consumer goods:

At first, investment goods will consist of simpler types of goods such as foundry pro-
ducts.... The ‘supplies to primary and tertiary sectors’ will most likely develop in
response to the rather more common and widespread needs of farmers and foresters for
such goods as axes, dynamite, edge tools, etc.!!

Most complex capital goods will continue to be imported "because the skills and capital

37 0.J. Firestone, "Development of Canada's Economy, 1850-1900," 236.
38 Quote from Gilmour Spatial Evolution, 33; see also Nesbitt, Regional Differences..,” 27.
39 For a definition of which industries fit into these categories see Appendix 4.

40 Nesbitt, "Regional Differences..," 27-28; Firestone, "Development of Canada...," 236-8; Gilmour, Spatial
Evolution.., 33,37; Caves, "Vent for Surplus..." 101.

41 Quoted from Gilmour, Sparial Evolution.., 39; Nesbit, "Regional Differences..,” 29.
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required for their production, as well as the market will still largely be lacking."*?

Nesbitt suggests that some of the backwardly linked industries will take the form of
unfinished producer goods. such as a can factory might be to the salmon canning
industry but Gilmour argues that the relative share of unfinished producer goods will
stay small at this stage because:

while the market is limited, the possibilities of realizing agglomeration economies are

restricted...the low division of labour associated with the limited market eliminates
many of the possibilities for the production of intermediate goods.

Only a small share of the unfinished goods sector will produce consumer items because
the final demand market is still very small and the latter necessarily precedes the

former. The unfinished goods that do exist will:

mostly supply the more common consumer industries: for example blockmaking and

engraving will supply the printing industry...; tanning will be related to boots, shoes,

saddle and harness making and so on.*

Further forward linkages may also be introduced at this point depending on the
individual staple and the structure of transportation costs.

Over time the relative contribution of the primary manufacturing sector contin-
ues to fall and the contribution of industries which benefit from agglomeration
economies climbs (ie. consumer durables and finished and unfinished producer goods).
The primary sector gradually ceases to be the main engine of growth for the economy.
Import substitution begins 1o occur even where transport savings are not a large con-
sideration, such as in the refining of imported sugar. Thereafter "a well developed

secondary manufacturing sector serving domestic and possibly even foreign markets

42 Gilmour, Spatial Evolution.., 39.
4% Nesbitt, "Regional Differences..," 35; Gilmour, Spatial Evolution.., 34.
4 Hirschman. "Interregional..,” 121; Gilmour, Spatial Evolution.., 39.

45 McCann argues that these will be "minimal because the centre usually requires staple commodities
chiefly as inputs for its own industrial base,” McCann, "Urban Growth in a Staple Economy," 27; Nesbit1, "Re-
gional Differences..,” 34.
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will emerge."# Nesbitt suggests that this stage will witness the establishment of the

most capital intensive industries: unfinished goods such as steel mills, oil refineries,

etc...?’

The ultimate stage, the mature industrialization which we associate with the
northeastern United States, will witness the dominance of producer goods sector.*® In
particular, over stages four and five the economy will witness a relative increase in the
share of the unfinished component of the producer good sector. The unfinished pro-

ducer good component is the stumbling block that:

keeps down the relative importance of the producer goods and maintains the suprema-
cy of consumer goods during the early stages of development.®

Primary manufacturing falls to a minor role and largely serves the building and other
needs of the local economy.

The staple base becomes indistinguishable and the region is exporting highly manufac-

tured goods from industries which originally grew up to serve the local population.>

This then forms the "export base model” of the development of manufacturing

sector in a newly settled region.>!

Problems with the Export Base Model

In spite of its continuing popularity the export base approach has encountered a

number of difficulties in explaining or predicting growth in concrete historical or con-

46 Watkins, "Staple Approach”, p. 64.

47 Nesbitt, "Regional Differences..,” 36-7; Gilmour, Spatial Evolution.., 33.

48" .we associate maturity with a dominance of producer goods." Gilmour, Spaial Evolution.., 40;

49 Gilmour, Sparial Evolution..." 3,40.

50 North, "Location Theory..," 252-3; this definition of the final stage is agreed upon by most of the ex-
port base theorists regardless if they have devoted much attention to the intermediary stages. See Nesbitt,
"Regional Differences..," 38; Gilmour, Spatial Patterns.., 40; McCann, "Urban Growth.." 27; A.D. Scott, "Policy
for Declining Regions: A Theoretical Approach,” Areas of Economic Stress in Canada, ed. W.D. Wood & R.S.

Thoman (Kingston, Ontario: Industrial Relations Centre, 1965) 81.

51 The progression is also laid out in more general terms by W.G. Hoffmann, The Growth of Commercial
Enterprises, (Manchester University Press, 1958) chapter 7.
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temporary situations. A search for an explanation for these failures turns up a variety
of problems which range from conceptual cloudiness, to inconsistent premises, to a
realization that the export base approach assumes a given institutional framework
while what is important in economic development is changing institutional frame-

works.

Central to both the export base approach and the dependency approach, discussed
below, is the concept of "linkages".>> But close reading reveals that the term "linkages"
is used with at least two distinct definitions and the shift from the use of one to the
other has created a conceptual haze in the literature. The first and more precise

definition of a linkage is found in Watkins and Hirschman:

...investment generating forces that are set in motion, through input/output relations,
where productive facilities that supply inputs to that line or utilize its outputs are

inadequate or non-existent.>?

In this formulation a linkage is a "propensity” of the specific characteristics inherent in
a staple product to attract investment into related manufacturing activities in the
developing region.* The other, more common, use of the term "linkage" occurs in the

writings of the same authors and is illustrated in the two passages below:

the principal reason why it is difficult to establish backward and forward linkage in-
dustries around the staple is not so much that...there are fewer linkage effects in agri-
culture than in industry, but that they largely point to industries whose technologies
are alien to the grower of the staple. Hence for a long time these [linked] industries are

carried on abroad.%s

‘Backward Linkages’ refers to the production of machinery and other supplies used by
the resource industry.%¢

In the second usage "linkage" is no longer a propensity of a staple to attract investment

52 These are sometimes called “spread effects” or "multiplier effects”, see Tattersall, "Exports and
Economic Growth," pp. 215-6 and Watkins, "A Staple Theory,".

53 Hirschman, "A Generalized Linkage Approach,” p. 65; Watkins defines linkages more simply as "a
measure of the inducement to domestic inducement."” Watkins, "Staple Theory..," 55.

54 Hirschman, "Generalized Linkage Approach,” p. 72.
58 ibid.
¢ Marchak, Green Gold, p. 8.
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into the region based upon its characteristics and production function; rather it merely
expresses a physically and technologically defined relationship between suppliers and
consumers of input/output. The two definitions, although used interchangeably in the

literature have different analytical implications.

In the latter case all industries have linkages and it is impossible to define posi-
tive or negative, strong or weak linkages. "Linkages" used this way, tell us nothing
about regional growth unless we examine the questions of where these linkages will
physically locate. The first usage, that of a linkage as the propensity of a staple to
induce local investment, is conceptually more interesting; but because "propensity” has
proved impossible 1o measure the literature has been forced into a post hoc ergo propter
hoc fallacy.>” Since "propensity” is impossible to measure we measure the degree to

which various staples have been accompanied by investment in related manufacturing
activities and assume a causal connection.>® Hence a "staple with strong linkages" is one

that now-developed regions once had.>’

The post hoc theorizing and multiple definitions of linkages have led to confusion
and contradiction in the literature which at times reach comic proportions. Hirschman
has pointed out that in Cuba tobacco had strong linkages and therefore is a good staple
while sugar cane has had weak linkages. In Columbia tobacco has had weak linkages

and coffee strong ones, while in Brazil sugar cane once again had bad linkages and

coffee good ones.®"

S7"After. therefore because of".

58 Brazzel and Hicks, "Exports and Regional Economic Growth;" p. 505,8; Kenneth Buckley, "The Role of
Staple Industries in Canada’'s Economic Development,” Journal of Economic History, (December 1958) pp.
439-50.

59 This circular reasoning is unwittingly illustrated by Perloff and Wingo, "a good resource for a region
can be identified, first, by its ability to support an extensive stream of nationally wanted production” in Har-
vey Perloff and Lowden Wingo, "Natural Resource Endowment and Economic Growth,” in Regional Planning,
A Reader, pp. 215-239; the post hoc nature of export base theorizing is noted by John Fogarty. "Economic His-
tory and the Limits of the Staple Theory. in Terry Cowley, ed., Clio’s Craft: A Primer of Historical Methods,
(Copp Clark: Toronto, 1988) p. 184; and Hirschman, "Generalized Linkage Approach,” p. 85.

60 As he points out the relationship between these paired relationships is actually transitive; see ibid., p.
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Beyond the confusion about which specific staples have good or bad linkages there
are also contradictions as to what characteristics of staples imply strong linkages. For
example, two of the seminal papers in this genre have argued that linkages depend not
on the level of income generated by a staple but on its distribution. Galenson &
Leibenstein argued that the more concentrated the distribution of income the greater
the likelihood of reinvestment and therefore the stronger the linkages. Baldwin argued

precisely the opposite: that an egalitarian distribution of income would generate a local

consumer demand and therefore has stronger linkages.®!

Tattersall argued that
mechanized production processes refining the staple product would have a favourable
effect on linkages while Hirschman argued that this type of processing actually had

negative linkage effects.®? Caves and Galenson & Ieibenstein disagree on whether capi-

tal intensity will have positive or negative effects on regional linkages.®?

These contradictory claims for staples, the characteristics of staples, and their
effect on linkages have naturally aroused suspicion of the utility of the approach. The
claims are however, not irreconcilable. It is conceivable that a certain staple will
induce related investment under particular historical and socio-political conditions but
retard development under others.®® Acknowledging, in some degree, this problem
North, Watkins and McCarty have specified the preconditions for the application of
the model. They name a low man-to-land ratio, (in other words, not suffering from
population pressure), vast amounts of natural resources, specifically, timber, fish,

minerals or farmland, the imposition of a capitalist economic framework immediately

upon settlement, the early export of cash "crops”, and a sparse or ineffective indigenous

91-2.

¢! Walter Galenson and Harvey Leibenstein, "Investment Criteria. Productivity and Economic Develop-
ment, Quarterly Journal of Economics, vol. 69, (August 1955) pp. 343-70; Robert E. Baldwin, "Patterns of
Development in Newly Settled Regions,” Regional Development and Planning: A Reader, 266-284.

2 Tattersall, "Exports and Economic Growth," p. 216; Hirschman, "Generalized Linkage Approach," pp.
71-5, &5.

% Galenson & Leibenstein, "Investment Criteria,"; Caves, "Vent for Surplus,”.

%1 Hirschman, "Generalized Linkage Approach;” Fogarty, "Limits of Staple Theory,".



22

population whose traditions are not strong enough to inhibit the imposed capitalist
structure.®® This however, has not solved the problem. Even the fairly homogenous
"regions of recent settlement” which meet all the criteria have experienced different
kinds and speeds of cevelopment with identical staples.®® C -arly there are factors

beyond the characteristics of the staples that determine development potential.

It has not escaped the notice of some export base theorists that some regions have
been exporting staples for a long time without moving along the stage progression. Any
cases of a failure to grow are either treated as a result of something exogenous to the
model (ie. resource exhaustion, or demand shifts in the external market)®” or are
explained by reference to the theory of comparative advantage (sometimes referred to

as international trade theory or the theory of comparative costs) and "location

theory".®® A close look reveals that location theory, used in this context, makes the
analysis circular in a study period longer than a few years. For its part the theory of
comparative advantage requires assumptions that are not only historically untenable

but are also incompatible with the export base model’s own assumptions.

The theory of comparative advantage is commonly summoned by the export base
theorists as a rationale for long term unbalanced growth and specialization in those
regions which do not progress much beyond the processing of primary products. The

principle of comparative advantage is summed by Samuelson and Scott:

Whether or not one of two regions is absolutely more efficient in the production of
every good than the other, if each specializes in the products in which it has a compara-
tive advantage (the greatest relative efficiency) trade will be mutually profitable to
both regions.®’

S British Columbia, incidentally. meets all these pre conditions and approaches McCarty’s definition of
a "pure” staple region as closely as any of the alternates he posits. North, "Location Theory..," 240; Watkins,
"A Staple Theory.." 53; I.LW. McCarty, "Australia as a Region of Recent Settlement in the Nineteenth Centu-

ry." Australian Economic History Review. XIII, 2 (September 1973 ). 149-150.

¢ Fogarty, "Limits of Staple Theory,” pp. 183-91.

¢7 Other approaches, on the other hand, treat the demand and supplyv of the resource as internal to the
model.

68 " _the export base theory, is a result of work initiated by Douglass North and is an extension of loca-

tion theory combined with aspects of international trade theory...." Stabler, "Exports and Evolution.." 11-12.
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Since the production of natural resource products is land intensive, and newly settled
regions have a large supply of land (or resources) relative to the longer and more
densely settled metropole, this argument suggests that the new region has a compara-
tive (and possibly absolute) advantage in staple production as opposed to manufac-

tured goods.

The central role of this theory in the export base approach is acknowledged by

North:

The development of an exportable commodity reflects the comparative advantage in re-

lative costs of production.... "

The theory of comparative advantage is rooted in classical economics directed at
explaining the trading relations of the central nations of Furope in a period of extreme
economic nationalism. The theory, however, only works with the standard assump-
tions that "independent” producers within two "autonomous” regions will decide 1o
specialize in individual commodities and both will benefit. The theory suggests that
there will be absolute or comparative advantages in efficiency as a result of regional
specialization. It does not attempt to explain who will benefit, or to what extent, in a
given case from the efficiency gains. In the case of a newly settled region and its parent
metropolis, a core part of the export base theory has established that much of the capi-
tal for the new country will come from the parent. Because capital is often accom-
panied by proprietary rights we cannot assume independent choice on the part of the
new region.”! In general, the smaller the region, the larger will be the influence of

imported capital. The comparative advantage will not necessarily operate to the

¢ Paul A. Samuelson and Anthony Scott, Economics: An Introductory Analysis {Toronto: McGraw Hill.
1966) 713-14.

7% North, "Location Theory..." 245; McCarty makes the same point:

While the staple maintains its large comparative advantage over other countries and absorbs most of the capital
and labour. 1t is cheaper to import manufactures and other goods than produce them locally.”

see J.W. McCarty, "The Staple Approach to Australian Economic History," Business Archives and History IV.
(1964) 7.

! Baldwin, "Patterns of Development'.
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advantage of the developing region if the decisions about the commodity each will spe-
cialize in, are made in a parent economy. Instead the efficiency gains may accrue only to
the metropolitan capitalists who appropriate the advantages of the regional specializa-

tion.”?

Perhaps even more problematic is that the theory of comparative advantage lacks
a temporal component and hence cannot accommodate factor "flows". It is a theory of
location not of growth. The theory of comparative advantage assumes that the endow-
ments of the factors of production -~ capital, labour and natural resources —- are fixed,
or relatively immobile.”® The export base theory on the other hand is a theory of fac-
tor migration which assumes that capital and labour are mobile and will move to a
new region.”* By resorting to the theory of comparative advantage we violate the
assumptions of the export base theory. Because the theory of comparative advantage is
static it accepts the distribution of resources and economic power as "given" at any
specific time. McCallum, in his comparison of the industrialization of Ontario and

Quebec unwittingly illustrates this:

Other things being equal, linkages from a new staple will tend to flow to the region
with greater initial endowment. This may be for reasons of political power, but it is
also likely that the economic advantages of larger local markets, more abundant capi-

tal, and possibly more advanced technology will confer cost advantages on the better

endowed region.75

The theory of comparative advantage does not address the question of why some
regions have "greater initial endowment" or how endowments change.
Location theory is often invoked to account, in some measure, for these

weaknesses because it is a theory of factor migration, particularly capital migration.

Location theory attempts to predict the optimal location for firms who based on profit

72 Marchak, Green Gold, 17.

73 Scott, "Policy..." 74-6; N.G. Butlin makes this point clearly in "Growth in a Trading World, The Aus-
tralian Economy Heavily Disguised," Business Archives and History. IV, (1964) 138-142.

74 Caves "Vent for Surplus,”.

S McCallum, Unegual Beginnings, 116.
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maximization seek the location with the best profit potential. Its primary focus is on
transportation and distribution costs because classical theory expects wages and other
factors of production to be everywhere equal, but the theory has been broadened to
deal with imperfect conditions. Ilence, it takes into account the lowest possible cost
combination of labour, capital, transportation, entrepreneurial talent, amenities and
other inputs as well as proximity to markets. Location theory is relied upon in the
export base approach to explain the timing of the exploitation of natural products, the
location of linked industries and the timing of the establishment of linked secondary

manufacturing industries.”® However, while North says the entire:

success of an industry in producing an exportable commodity can be understood in
terms of the principles of location theory, 7’

location theory is dedicated to explaining the behaviour of single firms at given
moments in time and is inadequate for explaining changes in whole industrial sectors
or even a single firm, over a long time span.”® Nonetheless, that the British Columbia
economy did not develop into a diversified manufacturing economy is commonly

explained by reference to components of location theory.”’

Location theory, interwoven in the export base approach, argues that some local
processing will occur and the extent of that processing will depend on 1) the level of
transportation costs, 2) the market orientation of the product in question and 3) the
level of wages in the new region. Again, however, the lack of a temporal component

weakens the theory as a tool for historical analysis. For example, one of the factors

7€ Stabler, "Exports and Evolution.."” pp. 16-18.

77 North, "Location Theory.." 245; McCarty. "Australia as Region.." 167.

8 "Location decisions are always ‘made at the margin’ -- in the contex1 of the traditional ‘givens’ of
economic analysis -- the importance of sequence is emphasized” in Stabler. "Exports and Evolution..." p- 22;
Peter J. Wylie, "When Markets Fail: Electrification and Maritime Industrial Decline in the 1920’s," Acadiensis.
XVII. I (Autumn 1987) pp. 77-8.

7% See for examples: McCann, "Urban Growth.." 26; Shearer, "The Economy of British Columbia." 3-42;
Holmes, "Some Notes on the Economic Past, Present and Future of Vancouver Island,” , 62-64; Ingram, "Indus-
trial Development in B.C., Past. Present and Future” 580-5; McDonald., "Victoria, Vancouver and the Econom-
ic Development of British Columbia 1886-1914," 379.
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that location theory considers independent of the analysis is the structure and level of
the transportation costs. lHere we recall that according to the export base theorists, the
establishment of an efficient transportation system is one of the first linkages to occur
in a staple economy, and that the capital to establish that system generally come from
outside the region; usually from the metropolis that is interested in obtaining the sta-
ple.8” If we allow for some degree of monopoly control in the metropole, for public
funding, or for the existence of horizontally or vertically integrated companies (in
other words relax the assumption of perfect competition) then we introduce the likeli-
hood that the transportation rates which affect the new region, are not independent of
control by firms that either a) import from the new region or b) export manufactured

goods to the new region or ¢) governments with their own public policy objectives.

Another argument based on location theory is that many industries are market
oriented and hence cannot locate in regions like B.C. because it does not contain large
enough markets (population).®! However, Shearer points out:

Arguments based on the size of the Jocal market are apt to be circular, at least in the
long run, since...the growth and the size of population are themselves to be explained in

a large part by factors relating to the location of economic activity.5?2
Dales makes the same point, arguing that the size of a market cannot be cited as the
determinant of a whole industrial sector in the same way that it can for the location of

a particular factory.®® A similar argument suggests that because of B.C.'s geographic

position, the region is isolated:

on the periphery of the North American and world economies, It is almost like an is-

80 McCarty, "Australia as a Region..," 167.
81

On the whole the local market was too small and too isolated by distance and freight rates for local industrial-
ists to be able to compete with eastern and foreign manufacturers in the production of highly processed end
products,”

in McDonald, "Victoria, Vancouver..," 379; Shearer, "Economy of B.C." 36.

82 Shearer, "Economy of B.C." 36; having said this Shearer goes on to use location theory to explain the
composition of the B.C. manufacturing sector.

83 J. Dales, Hydroelectricity and Industrial Development: Quebec 1898-1940 (Cambridge, 1957) Chapter
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land, cut off from world markets and sources of supply by a natural transportation
border.%

This is an example of the geographic determinism often found at the basis of locational
arguments. The logic of this approach is subject to the same circularity as the argu-
ments based on the size of the local market; in other words to explain that a region is
poor because it is far away from rich regions assumes the precise point under investiga-
tion. On an empirical level this model ignores B.C.’s excellent access to the markets of

8 and it overlooks the success of

the Pacific compared to most of North America
nations like Japan. Arguably more remote from the North American market than B.C.,
Japan manages to import natural resources from B.C. and then export manufactured
products based on these resources back to the central Canadian economy, via B.C.3¢
The circular reasoning of this approach is ameliorated by restricting the time span
under consideration because in the very short run markets are fixed. location theory
also assumes other institutional arrangements are fixed, for example the structure and
level of transportation rates. Again, the shorter the time-span the more reasonable the

assumption, but in the longer run it is these shifts in institutional arrangements that

we seek 1o explain.

Douglass North. the founder of the export base approach, acknowledges that the
inability of the export base model 1o cope with structural change is a major handicap.
North pointed out that the neo-classical model ignores institutions (like governments,
corporations, unions, etc...) in its assumption of no friction or transaction costs. He
notes that in fact this category of costs makes up over half the present GNP of the

United States. and by ignoring them the export base theory misses at least half of the

84 Shearer, "Economy of B.C." 36.

85 Even in the 1860’s the Pacific was a promising market and British Columbia regarded to be advanta-
geously situated; see, Alexander Rattray, Vancouver Island and British Columbia.... (London: Smith. Elder &
Co.. 1%62) pp. 96-11§.

8¢ Wylie makes a similar case in Tesponse 1o this argument applied to the Maritimes in "When Markets
Fail" pp. 77-8.
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economic activity in any region. North's critique goes further. The export base model

excludes those variables that are critical to understanding the process of change:

The neoclassical model assumed that the private and social costs and benefits were
equal. In fact they are not equal, they never have been, and thev never will be. The
difference between them is at the very heart of the way in which exchange takes place;

We must understand property rights, and how they are defined, specified, and the role

of the state in this process, if we wish to understand how economic exchange takes

place and how the process of exchange itself changes over time.%’

The export base model even fails the test for value as a heuristic model: its abil-
ity to predict growth patterns. The model focusses on how the demand for an export
staple will, through linkage effects, determine a region’s development. Yet the
differences between the development of Canada, Australia and Argentina all of which
had wheat as an export staple suggests that the explanation lies outside of the struc-
ture of demand and hence outside of the model.®® In fact most export base theorists
acknowledge the fundamental role of culture and institutional frameworks but with
Watkins who considers that "the economist generalizes about cultural values at his
peril." they usually consider them external to their models.3° It is in response 1o many
of these problems that dependency theory was taken up by Canadian political econom-

ISts.

Dependency Theory and Its Problems
The term "dependency theory"” throws a wide net which incorporates the intent of
such models as Wallerstein's "World System Approach”, Frank's "Development of
Underdevelopment”, Amin's "Dependent Accumulation” and Emmanuel’s "Unequal
Exchange”. While this approach originates in writings about the stagnation in the

economies of Latin America and Africa, the general approach has been applied to

87 North, "Conference Summary,” p. 232.

88 Fogarty, "Limits of the Staple Theory,” p. 189.

8 Watkins, "A Staple Theory," p. 57; Stabler. "Exports and Evolution.." p. 22; Caves, "Vent for

Surplus,”. p. 113.
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Canada. In many respects the thesis is compatible with Harold Innis’s Staple Approach
which was introduced in Canada in the 1930’s." This approach is currently shared, in
its conclusions, if not its mechanics, by a collection of Canadian scholars whom Drache
calls "the New Political Fconomists"; these include the more recent writings of Wat-
Kins, and those of Naylor, Laxer. Acheson, Veltmeyer, Antler and in the B.C. context,
Resnick and Marchak. The dependency theorists are a diverse lot with different views
on the mechanics of the dependency process and particularly over the question
whether or not the approach is grounded in Marxist theory.’’ Most would probably
feel comfortable with the label of neo-Marxist. A more self-consciously Marxist
approach has been taken by Warburton & Coburn in the British Columbia case and by
Wood with regard to the Maritimes.?” But, however they get there, dependency theor-
ists all agree that new regions will not "progress” to the point where their economic
structure is similar to, or their economic power is comparable to the "metropolitan
countries”.

like the export base approach, the dependency approach is based on a
metropolitan-hinterland relationship between nations or regions. Both approaches also
agree that it is desirable 1o have a diversified manufacturing sector in an independent
regional economy.”® The difference lies in that the export base approach assumes a nor-

mal progressive development of all regions while the dependency approach assumes

%0 See Watkins, "Staple Thesis Revisited;” Marchak, Green Gold. 21-5.

1 For a summary of these debates see Magnus Blomstirom and Bjorn Hettne. Development Theory in
Transition, The Dependency Debate and Beyond: Third World Responses (Zed Books: London), 1984: Eric
W.Sager, "Dependency, Underdevelopment, and the Economic History of the Maritime Provinces," Acadiensis,
17 (Autumn 1987) pp. 117-137; Phil Wood, "Marxism and the Maritimes: On the Determinants of Regional
Capitalist Development,” a paper delivered to the Atlantic Studies Conference, Edinburgh, 198§; Michael
Clow, "Politics and Uneven Capitalist Development: The Maritime Challenge 1o the Study of Canadian Politi-
cal Economy," Studies in Political Economy, 13, (Spring 1984) pp. 117-140; Henry Veltmeyer, "A Central Is-
sue in Dependency Theory," Canadian Review of Sociology and Anthropology, 17, 3 (1980) 198-213; Anthony
Brewer, Marxist Theories of Imperiwalism: A Critical Survey, (London, Boston & Henley: Routledge & Kegan
Paul, 1980).

2 Although their approach is grounded in "relations of production” Warburton & Coburn stress the im-
portance of gender and ethnic conflicts: Rennie Warburton and David Coburn, ed. Workers, Capital and the
State in British Columbia: Selected Papers, (Vancouver: University of British Columbia, 1988); Wood, "Marx-
ism and the Maritimes".

9% See Frank, Dependent Accumulation and Underdevelopment, pp. 131-3.
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that only a few central regions will develop along the outlined stages; mosl new
regions will be actively underdeveloped by "the centre” and held in the most primitive
stage of the export base model. The dependency theorists argue that the gulf in the

economic welfare of the two regions will widen over time. Underdevelopment is dep-

icted as a historical process which is created by the relations of capitalism.%*

In the Canadian literature there are two main strands to this approach. The first
approach, associated with Naylor, is termed the "Merchants Against Industry
Approach”:

Canada’s dependency is a function not of geography and technology but of the nature
of Canada’s capitalist class. The Canadian business class has been dominated histori-
cally by financial capitalists who have made their profits in the exchange of Canadian

staple products in return for manufactured goods imported from metropolitan coun-

tries.%®

The primary motor for underdevelopment in this approach appears to be the failure of
the capitalist class to make the transition from investment in mercantile activity to
industrial activity. Because Canada started with a staple producing economy “the
group who control the export and import and the relations with the imperium are a
mercantile class."”® Because of the early dominance of merchant capital and backing
from the metropolitan capitalists, both of which benefit from the exchange of raw
material for manufactured goods, "the Canadian mercantile-financial capitalist class
(is) in the very process of suppressing an indigenous industrial capitalist class...." But,
as Watkins admits, "the mechanism of suppression needs specification." A parallel

approach which emphasizes entrepreneurial failure as a cause for poor regional

' Henry Veltmeyver, "The Capitalist Underdevelopment of Atlantic Canada.” Underdevelopment and So
cial Movemenis in Atlaniic Canada. ed. Robert J. Brym & James R. Sacouman (Toronto: New Hogtown, 1979)
18.

% Jim Laxer, "Introduction to Canadian Political Economy.” in Robert Laxer, ed.. Canada Lid.: The Poiit
wal Economy of Dependency, (Toronto: McClelland & Stewart, 1973) 28 9.

% Tom Naylor, "History of Domestic and Foreign Capital in Canada.” in Laxer, ed. Canada Lid. 44-5;
the follewing quotes are {from M.H. Watkins, "Economic Development in Canada" World Ineguality, ed. Im-
manue] Wallerstein (Montreai: Black Rose, 1975) 75, §0.
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economic performance also exists in the orthodox export base approach.®’

The other main Canadiar dependency model which is sketched out by Antler, I
have termed the "Surplus Appropriation” strand. It attaches primary importance 1o the
process of capital accumulation in, and drainage from, the colonial economy based on
exchange relations.”® This "Surplus Appropriation” strain is closely allied 10 that sug-

gested by Resnick and Marchak for application to British Columbia and is reconcilable
with the international dependency literature.®’

As in the export base model, the initial capital for the new region is atiracted by
rich deposits of natural resources. large rents are earned which flow back to the
foreign providers of capital. The difference between the dependency approach and the
export base approach is that the former assumes that very little of the surplus will
flow into a local manufacturing sector in the new region even if some of it does flow to
the local population. Hence there will be no substantial development outside the export
base:

Without respect to mnationality of capital, the rents..tend 1o remain locked into

resource exploitation and eventually leave the region that had the resources.!%

Most of the rent will flow to the foreign owners of capital who will have a tendency
to keep reinvesting in that sector because of their familiarity with it.!"! This tendency

will be reinforced if the investors at the centre have any linkages with those firms that

97 See. for exampie Roy George. A Leader and a Laggard: Manufacturing Industry i Nova Scotia. Que-
bec and Oniario, (Teronto: University of Toronto, 1970); Watkins, "A Staple Approach,” pp. 56-7; Tattersall,
d a h P PP PP

Exports and Economic Growth,” p. 217.
78 Steven Antler, "The Capitalist Underdevelopment of Nineteenth Century Newfoundiand.” in Robert J.

Brym & James R. Saccuman. ed., {Underdevelopment and Social Movements in A:lantic Canada. (Toronto: New
Hogtlown, 1979} 179 202.

%% Resnick, "The Political Economy of British Columbia,” p. 5. Marchak, Green Gold.
100 Watkins, "The Staple Thesis Revisited,” 580.

101 This is also acknowledged as a possibility in the neo-classical/ export base literature, see: Tattersall,
"Exports and Economic Growth,” p. 216; L.W. Copithorne, A Neoclassical Perspective on Natural Resource led
Regiwonal Economic Groweh, (Ottawa: Economic Council of Canada, 1977) Discussion Paper No. 92, pp. 1§-20;
Baldwin, "Patterns..,” 27&-9.
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supply secondary manufactured products to the new region.!? If the rent is reinvested
in the export sector it perpetuates the control of the foreign capitalists. Any initial
investment tends to be repaid in a few years and after that further investment is made
by a surplus generated in the new region but under foreign control. If the surplus is

aid out to the foreign owners, the initial inflow of capital "sets up a perpetual outflow
p g ¥ p a perp

which inhibits the formation of capital within the surplus-producing country."13

In the Latin American context it is assumed that very little of the rent-surplus, if
any, is appropriated by local labour in the form of wages. In the Canadian case and
particularly in British Columbia, the approach accommodates the flow of some of the
rent to the labourers. This may be necessary. the argument goes, in counltries with
sparse aboriginal populations, to attract the necessary labour from other locations
(even in countries with a large aboriginal population high wages may be required if
skilled labour is required to extract the resources and this skilled labour must be

imported).

However, even if some of the surplus flows to the local population in wages or
profits and is accumulated to a level where investment is possible, local entrepreneurs
must team up with foreign capitalists 1o secure the appropriate technology which will
enable them to compete with foreign imports--hence a dependency still exists.!® Mar-
chak has pointed out that once the trading patterns are established by foreign capital-
ists the investment of local entrepreneurs will mimic the investment patierns of the
foreign investors: if manufacturing in the centre and resource extraction in the new

region are yielding a high rate of return local capital will flow to these profitable

2 - 105
mvestments.

102 Marchak. Green Gold. 22.

193 Watkins, "The Economic Development of Canada,” in 1. Wallerstein ed. World Inegualiry, (Toronto:
Black Rose, 1975) §0.

1% Veltmeyer. "A Central Issue..” 203; Frank, Dependent Accumulation and Underdevelopment, p. 117.

185 Of course this has the same ring of inevitabilty about it as the orthodox "location theory" discussed
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Phrased in the terminology of the export base theorists, the linkages of the export
sector, that is the propensity to invest in secondary manufacturing will be very small.
That some forwardly linked industries that semi-process raw materials might exist is
explained by reference to a location theory which incorporates the fact that the central

economy can in most cases manipulate transportation costs to it’s advantage.1%

Thus while Canadian dependency theorists have not examined the precise compo-
sition of the manufacturing sector in a dependent economy in the same detail as the
export base theorists, it is clear that their prediction for the outcome of the
metropolis-hinterland relationship in the secondary manufacturing sector is quite
different. In contrast to the growing finished and unfinished producer goods sector
predicted by Gilmour, Naylor predicts that the finished sector will remain small and
most finished goods will be imported. Acheson and Veltmeyer expect the expansion of
staple activity to accompany the active decline of unfinished and finished consumer

goods sector as these industries (in the Canadian case) are:

either transferred to central Canada, closed out by (foreign controlled) parent
corporations...or forced into bankruptcy by draconian freight rate policies.}

One of the supposed strengths of the dependency approach is its break with the
growth-determinism of the (neo-)classical models. However, in its place we are given a
model which is equally determinist in that under-developed countries are expected to

above; Marchak, Green Gold. 22; Baldwin, "Patterns...” 279; Watkins, Mel H. "Resources and Underdevelop-
ment." Canada Lid. The Poluricai Economy of Dependency. Robert Laxer, ed.. (Toronto: McClelland and
Stewart, 1973) p. 121.

10¢

"

Where other Jocal manufacturing does occur, the dependency theorists argue that it will likely take
the form of branch plants of foreign firms whose control and profits will reside in the central economy. On
the establishment of transportation costs by the central economy see T.W. Acheson "The Maritimes and 'Em_
pire Canada™ Canada and the Burden of Uniry. ed. David Jay Bercuson, (Toronte: Macmillan, 1977) §7-14;
T.W. Acheson, "The National Policy and the Industrialization of the Maritimes, 1880-1910," Acadier<is. 1. 2.
(Spring 1972) pp. 2-28; T.D. Regehr, "Western Canada and the Burden of National Transportation ! olicies.”
Canada and the Burden of Unity, ed. David Jay Bercuson, (Toronto: Macmillan, 1977) 115-142: Bruce Archi-
bald, "Atlantic Regional Underdevelopment and Socialism." Essays on the Lefr, ed. Laurier LaPierre e al..
(Toronte: McClelland and Stewart, 1971) 103 120; and Veltmeyer, "The Capitalist Underdevelopment of
Atlantic Canada,” "Capitalist Underdevelopment...".

197 Naylor in Watkins, "Economic Development of Canada”, 582-3: Veltmeyer, "The Capitalist Under-

development of Atlantic Canada," 23-4; and Acheson (quoted), 98-9; Frank uses the finished producer good
sector as an index of maturity in: Dependent Accumulation and Underdevelopment, pp. 120, 131-3.
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remain in their under-developed condition exacerbated over time until a revolution or

some extra-ordinary interruption such as a war, breaks the dependent relationship.!?8
For regional studies the primary flaws of dependency theory are both the determinism
and that the dependency mechanism and its theoretical underpinnings dissolve,

rainbow-like, when examined closely in a specific setting.

As with the export base approach, dependency models tend to be economistic in
that the state, social classes, and politics receive little attention.!"® The focus of the
dependency approach is on idealized links between and among nation states and their
bourgeoisie and ignores concrete relationships not only among these groups but
between other social divisions, including class, not strictly tied to the concept of polar
relation with a centre. It is simply too simplistic. The proletariat are passive victims
of the national and international bourgeoisie.’® Other criticism from both within and
without the school and includes Lall's critique that dependence was neither a neces-
sary nor sufficient condition to explain the situation in so-called "under-developed"
regions.''! In other words there are countries like Canada and Belgium that are heavily
dependent on foreign centres but which are developed, and there are relatively insular
countries that are not dependent but neither are they developed. Moreover some form-
erly under-developed countries like Mexico, South Korea, Taiwan. and Hong Kong have

begun to industrialize along the economic model suggested as ideal; meanwhile former

108 Benjamin Orlove. Alpacas. Sheep and Men: The Wool Export Economy and Regional Sociery in South-
ern Peru {New York. 1977 12: Hirschman, "Generalized Linkage Approach, pp. 85-8.

1" Noyman Long and Bryvan Roberis. Miners. Peasants and Enirepreneurs Regional Development in the

Highiands of Peru. (Cambridge University Press: London. 1984) p. 7; Colin Levs, "Underdevelopment and

Dependency: Critical Notes," Journal of Contemporary Asia. 7.1 (1977 1; Patricia Marchak "Canadian Political
Economy,” Canadian Review of Sociology and Anthropology. 22. 5 (December 1985 ).
] 3 POLOg]
110

Orlove. Alpacas. Sheep and Men. 9; Sager. "Dependency. Underdevelopment, and the Economic Histo-
rv of the Maritime Provinces,” pp. 117-137.

'S, Lall, "Is Dependence a Useful Concept in Analyzing Underdevelopment? World Development. 3,
11, 1975. Alain Lipietz "New Tendencies in the International Division of Labor: Regimes of Accumulation
and Modes of Regulation.” in Scott and Storper ed. Producrion, Work Terruory: The Geographical Anatomy of
Industrial Capitalism p. 16.
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centres such as Britain and to a lesser degree the United States are declining.!!?

Perhaps most damaging to the dependency approach is the criticism that although
the general relationships of the model are explained, the mechanism by which the
dependent under-development occurs, is not. The distinction between financial and
industrial capital, central to the mechanism of the "Merchants Against Industry”
approach, evaporates under close scrutiny. laxer argues that the phenomenon is a
symptom, not a cause of dependency. Carroll er al have demonstrated that Canadian
capitalists were not limited to financial investment but instead cooperated with foreign
and other Canadian capitalists i both the financial and industrial spheres. The mer-
chants studied by Richardson became industrialists whenever they had the chance.
Craven and Traves argue that the distinction between the railways as tools of the mer-

chants and industry collapses because the railways were a major industrial component

of the industrial economy .13

The "Surplus Appropriation” approach has come under attack from a number of
angles. Marxist critiques emphasize that the exploitive surplus extraction relationship
between capital and labour cannot be directly transferred to a centre-metropole
surplus transfer mechanism implied by dependency theory."* Bickerton argues that
there is nothing in this strand which distinguishes capitalist de elopment and capital-
ist underdevelopment. Sager points out that the dependency approach requires that
the centre’'s monopoly control of exchange relationships is assumed a priori and this

renders a large part of the dependency analysis circular. Centralization of industry in

12 Nor are these tweo processes unrelated. Scott & Storper, Production. Work, Terrizory: p. 9; Lipietz
"New Tendencies in the International Division of Labor:" p. 16.

113 1 axer, "Political Economy of Canada”, 334; William K. Carroll, John Fox and Michael D. Ornstein.
The Network of Directorship Links Among the Largest Canadian Firms Canadian Review of Sociology and An-
thropoiogy 19, 1. (February 1982) William K. Carroll. The Individual, class, and corporate power in Canada,
Canadian Journal of Sociology. 9. 3. (Summer 1984 ); R.J. Richardson, "Merchan1s Against Industry: an empir-
ical study of the Canadiar debate.” Canadian Journal of Sociology, 7. 3. (Summer 1982); Paul Craven and
Tom Traves, "Canadian Railways as Manutacturers, 1850-1880," Historical Papers, Canadian Historical Asso-
ciation, 1983, pp. 226- 253.

114 Veltmeyer, "The Capitalist Underdevelopment of Atlantic Canada.”



36

central Canada is the definition of. not an explanation for, the relative de-

industrialization of the regional economies.’’ The assumption that the only capital
available 1o a region must come from resource rents and will tend to be re-invested in
resources implies that there was no capital market on which profit seeking
entrepreneurs might draw. Another problem with this surplus transfer mechanism is
that it assumes a weak and acquiescent local bourgeoisie and labour force but in the
British Columbia case both labour and the local capitalist class took active roles in
shaping the economy.

The dependency approach’s problems in specifying the mechanism is not alto-
gether surprising given that Marxist scholars claim the mechanism is not Marxist and
the dependency theorists reject (neo-)classical economics. The dependency approach
cannot claim to be grounded in either and has yet to develop its own theoretical foun-
dations. The success of the critiques have prompted scholars in various disciplines to
build on dependency theory to create frameworks that avoid some of its difficulties.
These attempts are still preliminary and have yet to be refined by systematic critigue.

One of the most promising is the "production svstem" approach.
P g P N Pr

A Production System Framework

As they apply to manufacturing. the export base approach and the dependency
approach share a desire 1o capture large scale processes; accommodate an interdisci-
plinary approach: and point to important factors which are influential in the process of
economic change. Both start with the same premises of a staple based economy but
vield a series of contradictory and dichotomous predictions about changes in the struc-
ture of secondary manufacturing in a staple economy over time. The former suggests a

progression through a clearly defined chronology which. in general predicts the decline

115 James Bickerton, "Underdevelopment and Social Movements In Atlantic Canada: A Critique," Studies
e Political Economy, 9, (Fall 1982); Sager. "Dependency, Underdevelopment, and the Economic History of the
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in the relative importance of primary extraction and primary manufacturing. The
latter predicts that the importance of the primary sector and primary manufacturing
will increase or at least not decline substantially over time. The export base approach
predicts a relative shift away from the early consumer food and drink industries
towards the finished and unfinished producer goods and consumer durables and semi-
durables. In contrast the dependency approach argues that the initial consumer
oriented necessity industries like food and drink will continue to occupy most of the
secondary manufacturing industries and that there will be no significant shift toward
finished producer goods. In terms of the export base stage approach outlined above,
the dependency theorists predict that the economy of the new region will not move

much beyond the most primitive stage.

The export base approach tends to emphasize demand characteristics and market

prices of factor inputs and has been most useful in abstract modelling and aggregate

analysis at, for example, the national level.!'® The dependency approach is less

cohesive but has tended to emphasize either exchange relationships or supply side con-

117

siderations such as the structure of the factor markets or how the factor input

price.\ are set but much of it looks exclusively to factors outside the region for the

VJa itime Prm nces.’

1€ See for examples: Morris Altman. Ewno'mc Development with High Wages: An Historical Perspec
tive" Explorations in Economic History, 25, 2, 1988 pp. 19& 224 and Morris Altman. "Resource Endowments
and Lecation Theery in Economic History: A ( ase Study of Qucbec and Ontaric at the turn of the Twentieth
Century.” Journal of Economuc History. VXLV, 7. (Dec. 1986 pp. 999-1009; Chambers & Gordon. "Primary
Products and Economic Growth;" Inwood, "Economic Growth and Structural Change;" I\ Inweod and J.
Chamard, "Regional Industrial Growth during the 1890’s: The Case of the Missing Artisans.” Acadiensts, XVI,
1, (Autumn 1986} pp. 101-17; There has however been a call in the literature M\r more thorough examina-
tion of the supply side see: McCalla & George, "‘v]cdwremem Myth and Reaiity," p. 74; Gec rge, Leader and a
Laggard; and Tattersall Expurl« and Economic Growth," draw attention to Lh(‘ supply of entrepreneurial
talent as being crucial.

7 There is a difficulty in finding a common terminology that allows this kind of explicit comparison
and I am aware that for comparative purposes 1 am shoe-horning some of the dependency concepts inlo ortho-
dox "jargon". The dependency concepts still manage 1o give good value despite this uncomfortable fit. For an
example of a Marxist, dpproach focussing on factor markets, based on pre-existing class formations and social
structures see Phil Wood, "Marxism and the Maritimes: On the Determinants of Regional Capitalist De\é]opf
ment,” a paper delivered to the Atlantic Studies Conference. Edinburgh, 1988} p. 25; James Frost, "The Na-
tionalization of Ihe Bank of Nova Scotia, 1880-1910." Acadiensis, XII, 1, (Autumn 1982); and Acheson ("Na
ticnal Policy” and ' Emp.re Canada") focuses on the capital markets. Forbes on the structure of the transport
markets: ERR. Forbes, "Misguided Symmetry: The Destruction of Reglonal Transportation Policy for the Mari
times,” in David J. Bercuson, ed.. Canada and the Burden of Unity, (Toronte: Macmillan, 1977), 60-86;
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explanation.!18

In terms of weaknesses, both approaches are deterministic in predicting an inevit-
able pattern of economic development. An alternative framework should reject the
"growth determinism", set aside the idealized "normal growth path" for an economy
and examine each case, recognising its unique social, historical and production dimen-
sions. The state should be viewed both as a product of and a participant in social
conflict. ' Certainly we will find regularities in patterns between economies/regions

but equally certainly we will find many examples that do not "fit the pattern”.

One of the characteristics that both approaches share is that they have, essen-
tially, been arrived at deductively. In other words, they are explanations derived from
presumed laws of capitalism rather than from case studies.’®® This feature alone has
resulted in a problem for regional studies. First, the laws on which they are based are
"economic” narrowly defined, and therefore are blind to many of the conflicts and alli-
ances: cless, gender, ethnicity, nationalism, regionalism, religion, that comprise a
society.'?! They both see the world in only one dimension, utilizing a limiting typology
which at the crudest level accommodates only two types of regions; as a result they
overlook much of the conflict that occurs within and among regions. They consider, for

example, the political arena as simply an adjunct to a larger more fundamental pro-

development studies, have splintered what often prove to be crucial variables, into

specialty studies. It is, however, at the level of regional and micro-studies that these

18 See tor example Clow, who focusses on the political influence on factor pricing; North makes the
point that this avenue of analysis is imporiant vet overlooked by the orthodox economists; Clow, "The Mari-
time Challenge;” Douglas North. "Conference Summary,” pp. 232 4.

1% Malcomson, "Politics and the State in the Nineteenth Century,” p. 12,

120 Inwood & Chamard, "Missing Artisans,” p. 109; and Allen, G. Green, Regional Aspects of Canada’s

Economic Growth, (Toronto: University of Toronto, 1971) p. 68 both argue that case studies are needed: Or
love, Alpacas, Wool and Men, makes this the rationale for his post-dependency "sectoral model”.

121 Orlove, Aipacas, Wool and Men; Fogarty, "Limits of the Staple Theory,” p. 189.

122 Marchak "Canadian Political Economy;" Scott and Storper, Production, Work , Territory; Clow, "Mari-
time Development.”
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relationships are visible as they establish the limits within which the "economic” laws
must operate. The two main approaches turn a blind eye even to "economic” relation-
ships that do not fit their basic assumptions: oligopoly, monopoly and monopsony do
not fit the export base model as competition escapes the dependency model. Finally,
because of the large ideological component of the two competing approaches the scho-
larly community itself is also split into factions which generally ignore each other.
Comparisons between the two theories, where this occurs, tends to be done within one
paradigm 1o the disadvantage of the other and hence there is a difficulty in finding a

platform or even a common terminology to compare the two.

There is, in fact, some "coming together” in the traditions. North, from the ortho-
dox export base tradition and Marchak from a neo-Marxist approach, have stressed the
necessity to understand political, social, and cultural patterns in order to understand
how the economy changes.'?* Hirschman considers his "generalized linkage approach” 1o
be compatible with "micro-Marxism." Copithorne and Melvin have come to conclusions
using neo-classical economics and varying assumptions which explain the effect of
tariffs and foreign ownership in terms that are similar to the conclusions of the depen-
dency approach. Copithorne in particular argues that it is not the character of the sta-
ple but "whether resources are allowed 1o cause economic growth." by government.
capital and labour that is important. The convergence suggests the possibility of a

more fundamental theoretical model underlving the two approaches.!??

The two approaches do however, converge in that they both accept a similar "pro-
duction function" and out of it sets of production relationships can be compared. Both
the dependency and the export base approaches also converge on the level of the cost

function. A composite cost function, a list of all the costs that go into production (and

123 Douglas North, "Conference Summary.” pp. 232-4; Marchak, "Canadian Political Economv,”; Hirsch
man. "Generalized Linkage Approach,” pp. 88-91; Copithorne, A Neoclassical Perspective on Natural Resource-
Led Regional Economic Growth; pp. 18-20; James R. Melvin, "The Regional Economic Consequences of Tariffs



40

in this case distribution) of the total cost of output within either the export base or

dependency approach would look like:!??

Total Cost = Costs of (Labour, Capital, Material Resources Used, Transportation,
Entrepreneurial Talent, Tariffs)

Beyond this point the two analytical traditions cleave apart. The orthodox economic
school treats the costs of labour, Capital, Resources, Transportation, Tariffs and
Talent as independent variables and focusses not on the markets themselves as much
as on the reaction of firms to market prices. The dependency school considers the costs
of the factors of production to be dependent variables which are determined by the
exchange relations of capitalism.

Rather than using either market relations or exchange relations as the focus of
analysis this paper utilizes production relations as a means of capturing both these sets
of relationships. The system of production relationships, (production system) at its
most basic level is the conjuncture of material resources and human activity.'?> The
type of conjuncture, though, depends on the nature of the material being worked, the
existing levels of technology, and a complex set of social and cultural structures which
taken together comprise the complete set of production relations. The emphasis on

production relations is loosely adapted from what Sager calls "post-dependency” scho-

. P> . . . . . 277
larship.'*® It is used here as a heuristic device rather than an alternative framework.'?’

and Domestic Transportation Costs," Caradian Journal of Economics. XVIII, 2, (May 1985 pp. 237-257.

124 This cost function is explicitly drawn in Chambers & Gordon, "Primary Products and Economic
Grewth!" pp. 201 220; Pomfret, "The Staple Approach!” Watkins, "A Staple Approach,” p. 54.

{esources are elements that can be used or exchanged 1o attain desired ends. Several basic types of activity are
included. In production activities. resources are transformed inte new objects. In distribution activities
resources are exchanged and transported. .In administrative and bureaucratic activities, resources are allocated
16 direct and constrain other activities. The principal activities, then, are economic and political 1n nature.

Orlove, Alpacas. Sheep and Men, p. 14.

126 Sager. "Dependency, Underdevelopment. and the Economic History of the Maritime Provinces;" the
"post dependency approach to which Sager refers is sketched out in: Long and Roberts. Miners. Peasants and
Entrepreneurs. pp. 1-43.

127 My use of the term "production system” owes a debt 1o, but is not interchangeable with, similar ter-
mineclogy used in the anthropological studies of pre-capitalist economic svstems in, for examples: C. Meillas-
soux, "From reproduction to production: a Marxist approach to economic anthropology,” Economy and Sociery,
1, 1 (1972): 93-105; Robert Hecht, "The Transformation of Lineage Production in Southern Ivory Coast,
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Although there is a debt in my adoption of the production systems approach to
the "staple" approach of Innis it is different in a one key aspect. While the Innis and
other staple theorists considered the set of production relationships (production and
cost functions) of a staple product to be the result of characteristics inherent in the
staple itself (furs or wheat for example have different production functions and hence
as staple products will produce different societies), this approach focusses on the
interaction between the technological requirements of the staple production (which is
determined in part by the characteristics of the staple) with the existing social system.
Production functions are both technologically and socially circumscribed and do not
exist independently of the humans who are incorporated within them. Any staple
product, wheat, for example, can be produced using different methods of production on
farms of different sizes using different types of labour (family, seasonal wage labour,
slaves) depending on the existing social system. Hence, wheat as a staple had a

different production function in the Canadian west than it had in Argentina. and hence

had a different impact on the two societies in which production took place.!?8

A "system of production" approach argues that the production function of any
product will be any one of a number of technologically determined possibilities which
suit the socio-political context in which production evolves. Prevailing legal and polit-
ical institutions permit certain ty pes of labour organization and exploitation and prohi-
bit others. determine property rights and control markets. Aspects of social organiza-

ton, for example, religion, family structure, and ethnic mix are all elemenis in the

. . « . e &
determination of the labour process and hence the production function.!??

1920-1980," Ethnclogy, 23, 4 (1984): 261-278.

128 “Fogarty. "Limits of the Staple Theory,” pp. 187 9,191; See also Watkins "New England’s
success...shows us that the characteristic of cod as a staple can hardly explain the slow growth of Nova Scotia
and Newfoundland” in "Staple Approach, p. 67.

129 Long & Roberts, Miners. Peasants and Enirepreneurs. p. §.
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Of course the relationship between the society and the production systems of the
economic activities within in it, is reciprocal. The social system itself is an expression
of earlier production relationships embedded as culture. Once embedded these socio-
cultural relationships determine future possibilities. Changes in the relations of pro-
duction will inevitably create pressure for a change in the social system. The approach
is materialist in that relations of production create social struciures. Once established
the social structures channel new production relationships. Within the production sys-
tem approach the social system itself becomes a target of investigation as the context
within which specific production functions, market or exchange relationships are arti-

culated.

It is distinct from the neo-classical export base model's production function
which is an expression of a static relationship, and the analysis pursued within a given
institutional framework. The production system approach examines production as a
process, an evolution of relationships and institutional structures. If we can compare
the neo-classical production function 1o a "snapshot” taken at a given moment in time
and therefore without an historical context, the production function, as it is used in
production system approach, may be compared to a "video" which examines its own
historical context, but from which "stills" can be abstracted when this is useful for the
analysis. To an individual capitalist/labourer/rentier, at a specific moment in time,
market structures and the costs of the factors of production and transportation are
fixed and therefore are independent variables in the analysis of a particular decision; an
analysis of the behaviour of individual firms at given times requires the "snapshot"or
"still" approach.. The cumulation of all of these individuals' decisions, of course is the
decision of the whole sector but it is not the decision of one agent multiplied by the
number of agents. Over time relative factor prices do change, as do market arrange-
ments, opportunity costs, utility functions, and the social and politicc! institutions

that direct markets, so that individuals acting at different times are responding to
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different conditions.!3" Therefore, in a long run analysis the components of the produc-
tion function must be treated as dependent variables and explanations sought for the
changing organization of factor markets and changing factor prices. Seen as the
description of a process the production system both examines how the social System
defines the initial possibilities of production and then is in turn shaped by the pres-
sures that the production process creates. Within it, each of the organizational sub-
systems that establish the prices for each of the factors of production also become
objects of analysis.

The production system approach is distinct from the neo-Marxist dependency
approach in that there is no a priori assumption that the elements that shape the pro-
duction system will be found outside the region. Rather, it assumes that the main ele-
ments in the production system will have to be located empirically within a broad
range of categories. Production relationships are ultimately rooted in the conditions
within the region and determine how a region will respond to external forces. Hence
the likelihood that no two regions or a single region at different times will respond in
exactly the same way to identical stimuli. Unlike the dependency approach it assumes
that there will always be an interactive dynamic relationship between sectors and
classes within and without the region under study. It is distinct from the dependency
approaches in that it rejects their determinism and allows progression/regression/stasis

on the path which tkey have laid out as the ideal.

In the following chapters, and in particular Chapter 7. the production systems
approach is used and contrasted with the export base and dependency approaches as
tools to understand the secondary manufacturing sector in British Columbia. To do so
requires the description of the specific time and place, and one of the key components

of the historical context is the resource, or staple sector.

130 "Today’s locational decisions are made in an environment shaped by all the marginal decisions of the

past and the existing framework may be quite different from that which would emerge if the same decisions
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Chapter Three

The Resource Sector: Extracting Staples, 1860-1915

So long as the gold stream continued to flow in undiminished volume, everything that
gold alone could buy was to be obtained in the Cariboo.
George Mercer Grant*

In the 55 years before 1915 British Columbia saw the extraction of five different
natural products or "staples” in an overlapping series. While Harold Innis claimed,
"the shift to new staples invariably produced periods of crises in which adjustments in
the demand structure were painfully made and a new pattern created in relation to a

"131

new staple, the shifts from one staple to another in British Columbia seem 1o have

been accomplished without significant crises.!3?

British Columbia, over the study period, shifted constantly from staple 10 staple.
For the pre-contact economy there is no doubt that dried salmon was the staple pro-
duct. With the introduced demand for furs, much of the native economy swilched its
focus to the gathering of sea otter fur, and later as that population dwindled, 1o those
of terrestrial fur bearers. Fur remained the focus of the economy until the gold rush
of 1858. The enduring importance of the fur trade is that over the period between the
establishment of the colony of Vancouver Island in 1849, and the gold hoom of 1858,
the Hudson's Bay Cempany exported every staple that would be exported from British

Columbia '3* Beyond this the production system of the fur trade required a certain

were made today,” Stabler, "Exports and Evolution.." p. 22

* Presented as part of a paper to the Roval Colonial Institute. March 14 1893; reprinted in British
Columbia, Crown Land Surveys. 1893 p. 747.

131 Harold Adams Innis, "Transportation as a Factor In Canadian Economic History." Essays in Canadian
Economic History, ed. M.Q. Innis (Toronto: University of Toronto, 1956), 56.

132 Pfister makes this point with reference to the Pacific Northwest in: "External Trade and Regional
Growth."

133 With the exception of hvdro-electricity and pulp and paper which were not exported until well after
1900; Richard Mackie, "Colonial Land, Indian Labour and Company Capital: The Economy of Vancouver Is-
land, 1849-1858," M. A. Thesis, University of Victoria, 1984.
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spatial and distribution pattern and this set the spatial patterns for British Columbia

until 1885.

Gold, which was to succeed fur as the most important staple product, was
discovered in the Queen Charlotte Islands in 1850 and small quantities were exported
from British Columbia over the years 1851 to 1853.13* Coal which was to succeed gold
as the main export of the province, was first exported in 1852 when 1,840 tons were
shipped from mines at Nanaimo to San Francisco.’*® Salmon, the staple industry that
was 1o rival mining in the 1880’s, was salted and exported in barrels to Hawaii and
Fngland as early as the 1820's.'3¢ Lumber, which was 1o become the most valuable
export product for the province after 1900, was first milled on Vancouver Island in
1849 and a number of deals shipped to San Francisco where they fetched $80 per

thousand feet in gold dust. Previously the company sawmill at Fort Vancouver had

exported at least one cargo to Hawaii in 1829.137

The transformation from a fur economy to one based on gold was accomplished
without major "disruptions.” although not without growing pains. After 1858 until
the early 1880°s gold overshadowed all other exports. Because it is found in a pure
state placer gold requires no processing and spawned no primary manufacturing indus-
tries. Instead, the manufacturing that existed was secondary manufacturing and ser-
viced the consumer demands of the miners and urban dwellers. Beside these "final
demand linkages" there was also the basic requirements of miners for tools, tents. etc...

and these "backward linkages" started a small producer goods sector.

134 Howay et al. Brisish Columbia and the Unired States. 139.

135 ibid., 179.

136 Mary K. Cullen, History of Fort Langely, (Ottawa: National Historic Sites and Monuments, 1977);
Margaret A. Ormsby. Brizish Columbia: A History, (Vancouver: Macmillan, 1971) p. 73, note 36.

137 Mackie, "Colonial Land, Indian Labour and Company Capital,” pp. 141-150; W. Kave Lamb, "Early
Lumbering on Vancouver Island, Part 1, 1&44-1855" Brirish Columbia Historical Quarterly. 11, (January
1938), p. 39.
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Sources for Figure 1: Lumber figures exclude wood cut from the Dominion or Esquimalt and Nanaimo Rail-
roduced in B.C. in 1888 and prior 1o that

way Lands. A system of charging royalties on timber cut was first int
Totals for years 1889 10 1903 from "“Timber Inspector’s Re-

there are few reliable estimates of the timber harvest.
in Report of the Chief Commissioner of Lands and Works, B.C. Sessional Pa-

port” or "Forestry Inspector’s Report”

pers 1890-1904; From 1903 10 1910 figures are obtained from R.E. Gosnell, The Yearbook of British Columbia and
} 7 11, 1914 Victoria, 1914, p. 250; Fishing figures from: R.E. Gosnell, The Year-

of Provincial Information 1911, 1914 Victoria: 1914, p. 224; Figures for min-

ing from Annual Report of the Minister of Mines, B.C. Sessional Papers, 1916, p. K-14. Figures for scaling are

from Canada, Department of Marine and Fisheries "Annual Reports” compiled in D.G. Patterson and J. Wilen, "De-

pletion and Diplomacy: The North Pacific Seal Hunt, 1886-1910" Research in Economic History, Vol. 2,.pp. §1-139.
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Placer gold is unique among export products in that it is always in high demand;
it always provokes an immediate increase in the level of economic activity in the region
in which it is found. and it can be extracted by almost anyone with little or no skills
or capital. Because it has a high value by weight it is easy to transport. When it is
found in areas remote from settlement it creates a problem which is the reverse of

most staple products: the problem of moving commodities to the mining area.

The period 1858 to 1863 marked the ascendancy of the placer gold mining in the
colony of British Columbia and it witnessed a growth pattern atypical to British
Columbia’s other extractive industries. Unlike the centralized fur industry. gold was
usually discovered by a group of individuals who were working on their own behalf.
With news of the discovery other miners would gather in the vicinity and stake adja-
cent claims. Hard on the heels of the miners came the hoteliers, saloon Keepers, prosti-
tutes, merchants, and a host of other service industries including government gold
commissioners and constables. The first manufacturing concerns usually included a
sawmill, gristmill, blacksmithy. tinsmithy, bakery and often a brewery and printer.’3®
Coincidently. or nearly so, would be the provision of a form of transportation to the
closest distribution center. Initially communication was likely to be established by
human packers, then as a mule trail and waggon road developed. so would pack trains
and stagecoaches. Finally, steamboats and later, railways, provided access to remote
resource extraction sites. As a result the placer mining frontier was an urban frontier
and shared little of the centralized control that characterized the fur trade.!®® The
demand of the transportation sector for waggons, ships, steam engines and later rolling

stock was eventually one of the most important linkages 10 the manufacturing sector.

138 See Chapter 4.

139 For good studies of the evolution of mining camps see Cole Harris, "Industry and the Good Life
around Idaho Peak," Canadian Historical Review, LXVII, 3 (September 1985) pp. 315-342; Ralph Mann, Afrer
the Gold Rush; Sociely in Grass Valley and Nevada City California. 1849-1870, (Stanford: Stanford Universi-
ty Press. 1982). Duanne Smith. Rocky Mountain Mining Camps: The Urban Frontier. (Bloomington, Universi-
tv of Indiana, 1967 ).



48

After gold the region witnessed a succession of export booms, most of which
overlapped each other. Even in the midst of the gold rush local entrepreneurs were
already looking beyond gold to the export of other commodities. Constantly exploring
new investment opportunities, regional entrepreneurs developed new industries ready
to take the place of those on the decline.!* From gold the focus of the export sector

shifted to coal. 1o tinned salmon, to seals, and finally, to wood products (see Figure 1).

One of the more dynamic of the local entrepreneurs was Captain Edward Stamp.
Stamp had visited Vancouver Island in 1857, as employee of Anderson and Company,
one of Britain's largest timber firms. With the outbreak of the American Civil War in
1860, Anderson and Company sought an alternative to their lumber supply in the
American Southwest and settled on the Alberni Inlet, on Vancouver Island for the site

of a sawmill to supply the company’s customers in the Pacific and made Stamp the
manager.'*! The mill was constructed between 1860 and 1861 and by 1862 had
shipped over a million feet of lumber worth $91,000 and spars worth $28.673.14 Its
major market was Shanghai followed by Australia, Chile, and Hawaii.!*3 Despite lower
log prices and labour costs than the American mills the Port Alberni mill was virtu-
ally excluded from the San Francisco market by 30 percent ad valorum duty imposed
on imports.’* At the height of its production the mill employed over 700 people.
Despite the fact that timber exports were small in comparison to gold, the mill was the

largest single investment in the colony and the largest single employer. The close of

140 For pre- 1858 entrepreneurial activity see: Mackie, "Colonial Land. Indian Labour and Company Cap-
ital," pp. 203 22¢.

141 Joseph Collins Lawrence, "Markets and Capital. A History of the Lumber Industry in British

Columbia. 1778-1952." Unpublished M.A. Thesis, University of British Columbia, 1951, 21.

142 A.C. Anderson, Dominion of the West, (Victoria: Richard Wolfendon, 1872), Appendix B.

M3 Thomas R. Cox, Mills and Markets, A History of the Pacific Coast Lumber Indusiry to 1900, (Seattle:
University of Washington Press, 1974, 134,

144 Howay et al, British Columbia and the United Stares. 302; Cox says the duty was ¢ per 1,000 feet:
Cox, Mills and Markers 268; see also p. 133; Mackie notes the disappointment of Douglas when Vancouver
Island was excluded from the reciprocity trealy of 1854; Mackie, "Colonial Land, Indian Labour and Com-
pany Capital,” p. 291.
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the American Civil War in 1865 brought southern mills back into competition in the
Pacific. This, along with the collapse of the Shanghai market and the general recession

in the lumber industry coupled with difficulties in moving logs to the mill, forced it to
close in 1866.14°

Meanwhile, some local entrepreneurs, using profits made in the Cariboo mines
established a sawmill at New Westminster in 1862. That same year Captain Stamp
who had suggested the site of the Alberni Mill, attracted $100,000 from the I.ondon
firms James Thompson and Company and Thomas Bilbe and Company to build a
sawmill on Burrard Inlet. During the first five weeks of production this company cut
around 700,000 feet of lumber for the Australian market. Subsequently the firm sold

its products to Hawaii, Shanghai, Java, I.ondon, and New Zealand but exported very

little to San TFFrencisco.!4®

Soon after Stamp's venture got its start, the local entrepreneurs who had started
the New Westminster mill relocated on the north side of Burrard Inlet. The firm made
up of Sewell Moody. future Lieutenant Governor Hugh Nelson, and William Dietz, had
attracted $100,000 in capital from Andrew Welch, the San Francisco agent of the Vic-
toria - San Francisco firm Welch Rithet and Company. The mill, which became known

as the Moodyville Mill rivaled Stamp's Hastings Mill in a successful run at the export

market that lasted until the turn of the century.!*” The steady growth of the lumber
industry is illustrated by the fact that in 1866 there were 12 sawmills in British

Columbia (including Vancouver Island), with a total capacity of 329,000 feet of

Jumber per day.'*® In 1895 there were 51 sawmills with a daily capacity of 3.000.000

195 This example illustrates how the technology of the day defines what is a "resource”. Subsequent 10
this mill’s closure a sawmill and British Columbia’s largest integrated pulp and paper complex were built on
the same site and continue 1o operate loday.

1¢ Lawrence. "Markets and Capital." 24-25.

M7 ibid, 25 & 1.

148 F C. Langley, Pacific Coast Directory, 1867, San Francisco, 1867, p. 15§.
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feet’” and by 1909 215 lumber mills with a daily capacity of 4,500,000 feet and 59
shingle mills with a capacity of 3,385,000 shingles.!*°

The logging and sawmilling industries had backward and forward linkages to the
manufacturing sector. Since the establishment of the first mills on Burrard Inlet in the
1860’s sawmills had been using steam to run the saws and by the turn of the century
steam power was used extensively in the woods to move logs.!>! This demand for capi-
tal goods created a large market for engines and boilers'? and mill machinery as well
as the simpler mechanical tools used by the loggers. Besides these backward linkages
the sawmilling industry was forwardly linked to local furniture and particularly box

manufacturers who crated fruit and fish.

Meanwhile over the decade of the 60’s other entrepreneurs were exploring other
export industries. In 1866 Hugh McKay in the schooner /no out of Victoria, made the
first attempt at open sea (pelagic) sealing.!>® By 1867 James Symes, a resident of New
Westminster, was experimenting with the canning of salmon,’>* and before the close of
the decade, three British Columbia firms had entered the whaling trade, a trade ini-
tiated by the Hudson's Bay Company in 1843.1%°

Through the same period another local entrepreneur was laying the foundations
for the "up and coming" coal industry. Robert Dunsmuir had come to Vancouver

Island as a coal miner for the Hudson's Bay Company in 1851, but in 1855 he left the

149 »

Forest Wealth of Canada," Canada, Sessional Papers, 1895, p- 135.

150 B C. Sessional Papers. 1911, "Final Report of the Roval Commission of Inquiry on Timber and Fores-
11y 1909-1910," p. D25&.

131 For a study of one of the backward linkages see: R. Griffen, "Shingle Sawing Machinery in B.C.
1901-1925" Marerial Hisiory Bulietin. 81, 13, pp. 21-3§.

152 See Chapter 7.
153 Howay et al, British Columbia and the United States. 320.

154 Duncan A. Stacey, Sockeye and Tinplate: Technological Change in the Fraser River Canning Indusiry,
1871 1912 (Victoria, Provincial Museum, 1982), 2.

155 Three companies produced whale oil worth $12,000 with a capital investment of $20.000 and a la-
bour foerce of 49 in 1870; see Innis and Lower, Select Documents, 797; Mackie, "Colonial Land, Indian Labour
and Company Capital,” pp. 30-6.
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company’s employ to prospect on his own. In 1869 he discovered the rich Wellington

Seam, and in 1871 formed a partinership with three officers of the Royal Navy sta-

tioned in Vicioria to develop it.!>® The mine catapulted Dunsmuir into the role of coal
magnate and started an empire that stretched down the coast into California. In the
18 years following 1881 Vancouver Island coal was the British Columbia’s leading

export.

The highest quality coal on the Pacific coast was located at Nanaimo.'®” and
found a ready market in San Francisco despite the handicap of a $0.75 per ton tariff
imposed on the Canadian coal. The coal was primarily shipped to San Francisco which
was dependent on Vancouver Island as its single largest source of coal. In 1882,
157,762 tons of coal were shipped to San Francisco from Nanaimo: this comprised
about 18 percent of the coal received at the port of San Francisco. Nine vears later
Vancouver Island supplied 40 percent of San Francisco’s coal imports.’>® From produc-
tion of under $100,000 in 1860 coal production climbed to over $800,000 in 1880, $3
million in 1890-1, $4.3 million in 1900 to $9.8 million in 1910.(See Figure 1). As with
sawmilling, coal mining required steam technology to drive pumps, lifts and to haul

ore and thus had its linkages to the secondary manufacturing sector.

British Columbia’s next major export industry was the salmon canning industry,
and again the industry was started by local entrepreneurs. and in this case, they used
primarily local capital. Salmon have always lived in the waters British Columbia but
preservation technology limited the extent of the market. Salmon had been integral to

the economy of the native Indians who dried and smoked it and traded it throughout

15¢ Lieutenants Wadham., Diggle, and Nelson all of the H.M.S. Grappler.

157 In 1882 Dr George Dawson of the Canadian Geographical Survey, in evidence given 1o a committee of

the federal parliament, cited a United States government survey: to produce a given head of steam required
1,800 1lb.s of Nanaimo coal; 2,400 lb.s of Seattle coal: 2,600 lb.s from Coos Bay, Oregon; and 2.600 lb.s of
Mount Diablo, California coal. See Canada, Province of British Columbia, Injormation for Intending Se:ilers.
{Ottawa: Department of Agriculture, 1883), 3.

158 British Columbia. Report of the Minister of Mines, 1890, Brirish Columbia, Sessional Papers. 1891
pp. 1201-1202.
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the region. Whites had been exporting salted salmon from British Columbia since the
establishment of Fort Langley on the Fraser in 1826 as far away as Hawaii. Attempts

at shipping salted salmon to England proved unsuccessful due to spoilage on the four

or five month ocean voyage.!>

By 1870 the problem of preserving salmon for long voyages had been solved by
the importation of canning technology from Great Britain. In that year the ubiquitous
Captain Stamp, recently returned from a fourteen month stay in Britain, started a
small cannery, using his own capital, at New Westminster. Later that same year he
was joined by a group of locals under the direction of the New Brunswicker Alexander

Loggie and an Aberdonian, Alexander Ewan, who located three miles down-river from

160

Stamp. After Stamp’s death in 1871 his firm was taken over by his can manufac-

turer'® John Sullivan Deas and the firm of Victoria merchants Findlay. Durham and

Brodie.'®® Two years later another local firm, and a firm using British capital but
directed by the local entrepreneur, (and at that time British Columbia’s agent general
in London,) Gilbert Malcolm Sproat. also established canneries on the Fraser. Fish
canning became increasingly automated over the period and required steam power and
sophisticated machinery as well as such items as tin cans, coloured labels, shipping

boxes which were supplied by local manufa.turers.!®?

Victoria merchants and commission agents continued to flock to the new industry

so that by 1881 there were 14 canneries in the province, and by 1883, 21 canneries: 13

159 Mackie, "Colonial Land, Indian Labour and Company Capital,” pp. 26-41.

190 James Morton, The Enerprising Mr. Moody and the Bumptious Capiain Stamp, (Vancouver: J.J.
Douglas, 1977 ), 96 99.

161 At that time the cans were hand manufactured. The 1in sides were measured on a sheet of tin,

hand-cut. shaped around a wooden cylinder, and soldered to the circular ends which were also hand cut.

162 Keith Ralston, "John Sullivan Deas: A Black Entreprencur in British Columbia Salmon Industrv." BC

Studies, No. 32, (Winter 1976-77), p. 69.

163 S1acy, Sockeye and Tinplate: P. W. O’Bannon, "Technological Change in the Pacific Coast Salmon In

dustry 1900-1925: A Case Study," Agricultural History, 82, 561, pp. 151-171; Albion Iron Works of Victoria
invented several of the machines used in the British Columbia salmon canneries. See Chapter 7.
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operating on the Fraser, 5 on the Skeena, 2 on the Nass Rivers, and 1 on Rivers Inlet.164

Up until the late 1880's it was "characterized by small firms, low levels of industrial

concentration and a high incidence of local proprietorship and financing."1%3

The other regional export industry which developed through the study period
was the sealing industry. In 1880 three sealing vessels garnered 12,083 pelts and this
was apparently enough to attract wider interest. A decade later there were 29 vessels
sailing from Victoria and in 1890 their take was 39,653 pelts. The Victoria fleet’s peak
catch was 50,091 pelts in 1891. For the remainder of the decade the catch hovered
between 26,000 to 41,000 pelts. Due to overhunting and harassment by the United
States government the catch plummetted after 1900 until 1909. the last vear of
fishery, when only 3,119 pelts were taken.'®® Until the close of the fishery the fleet
wintered in the city, provisioned there each spring, and returned in the fall to sell its
catch. Victoria performed most of the functions of a metropole for the pelagic sealing
industry which was comprised of both Canadian and American vessels. Outfitting the
fleet provided a steady income for Victoria foundries, sail makers, ship chandlers and

bakers'®” and the sealers wages were a main source of income for the hotels, rooming
houses. saloons, eating houses, and the general retail irade.!®8

Of all the export booms in British Columbia in the study period. only the last
one. the mining boom of the Kootenay-Boundary country involved a majority of

foreign capital and foreign entrepreneurship. Difficult access 1o the mines from British

164 Innis and Lower, Select Documents, 796.

1% David 1. Reid, "Company Mergers in the Fraser River Salmon Canning Industry, 1885-1902." Canadi-
arn Historical Review. LV, (1975), p. 282.

16¢ Al the figures 1or sealing are from Canada, Department of Marine and Fisheries "Annual Reports”
compiled in D.G. Patterson and J. Wilen, "Depletion and Diplomacy: The North Pacific Seal Hunt, 1886-1910"
Research in Economic History, Vol. 2, pp. 81-139; see also: Peter Murray, The Vagabond Fleer: A History of
Wesi Coast Sealing. { Victoria: Sono Nis, 1988).

17 E.B. Marvin and Co., ship chandlers and sail makers also operated some sealing ships. McQuade and
Sons, another ship chandler also furnished cannery supplies. M.R. Smith and Co, bakers, produced the pilot
biscuit that the sealers used as staples; see Victoria Jllustrared, 7.

168 Harry Gregson. A History of Victoria 1842-1970, (Vancouver: J.J. Douglas, 1970) 154.
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Columbia, as compared to the United States, gave American entrepreneurs an advan-
tage over their Canadian counterparts. Lode metal mines were developed in the
Kootenays in the 1890’s and before the end of the decade they were out-producing the
coal mines. Total mineral production rose from just over $2 million in 1890-1 to $26.5
million in 1910.®° Because of the transportation difficulties this region was not
integrated into the plan spaces of most local entrepreneurs until after the district was
connected with the rest of Canada by railway in 1898 and even then rail connections
and freight rates drew this industry into the orbit of eastern Canadian and British cap-
ital.”" There were demands from both the mining and smelting industry for powered

machinery and other capital goods.

We can characterize the resource extractive sector over the period as having seen a
boom in terms of gold production in the years 1858 to 1863 followed by a decline
which lasted until coal production started to make gains in the late 1870’s. The late
70s also saw the dramatic expansion of the fishing industry including the beginnings
of the salmon canning and the sealing indusiry. The mineral industry bottomed out in
the four years 1878 10 1852 and then grew steadily for a decade whereupon its value
of output skyrocketed through to 1910. Exporis of the Jumber industry show
unsteady growth up to 1889 when records of the timber cut begin. Between 1889 and
1891 the timber cut in B.C. nearly doubled; it more than doubled again by 1899, dou-

bled again by 1905 and again by 1910.

One of the reasons why British Columbia was responsive to and prepared for
shifts in supply and demand of primary resources appears to be related to another
characteristic of British Columbia over the period under study -- the high degree of

local control over the regional economy held by regional entrepreneurs and the limited

169 Annual Report of the Minister of Mines, B.C. Sessional Papers, 1916, p. K-14.

170 James Douglas Nicol, "Changing Spatial Patterns in the Lode Metal Mining Industry of British
Columbia, 1887-1945." Unpublished M.A. thesis, University of British Columbia, 1971,
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involvement of extra-regional entrepreneurs up to 1900.

There is evidence that the regional entrepreneurs were quite successful in obtain-
ing capital 1o develop the resource industries in addition to financing much of the
investment through accumulated savings dating from as early as the 1840's.17! While
others have argued that slow growth in the Maritimes can be explained by a lack of
entrepreneurial skills it appears that British Columbia both had skilled entrepreneurs
and steady growth.'”? Not only did entrepreneurial skills exist in abundance in British
Columbia but there does not seem to have been a preference. as Naylor and others have
argued, to limit their investments to commercial enterprises. The commission mer-
chants who did the importing and exporting also had investments in sealing. sawmil-
ling, salmon canning, and iron works in British Columbia and R.P Rithet, one of the

. - . . 7
most prominent was a major shareholder in a San Francisco Sugar Refinery.!”?

In the years between 1858 and 1915 the extractive industries were an unqualified
success in terms of steady growth. Few regions have seen their industrial resource
sase grow so fast, or so consistently. The growth of these resource industries estab-
lishes the context in which we must consider the changing structure and size of the

secondary manufacturing sector.

71 Mackie gives the example where local officials of the Hudson's Bay Company pooled $17.000 from
their dividends 1o start the Vancouver Island Saw Mill and Spar Companies; Mackie, "Colonial Land, Indian
Labour and Company Capital,” pp. 203-215; D.G. Patterson, "European Financial Capital and British Colum-
bia: An Essay on the Role of the Regional Entrepreneur,” in W. Peter Ward and Robert A.J. MacDonald, ed.
Briish Columbia Historical Readings (Vancouver: Douglas and Maclntyre. 1981} P.A. Baskerville, "De-
industrializing the Island: Vancouver Island and the Industrial World 1851-1901," 1986, Unpublished paper
presented to "lsiands 86" Conference at the University of Victoria; Morton, Enterprising Mr. Moody..., Rals-
ton, "John Sullivan Deas:”

172 George, Leader and a Laggard.

178 Navlor. The History of Domestic and Foreign Capiral: Baskerville, "De-industrializing the Island:"
D.M. Thornton, "Victoria's Relative Economic Decline: The Case of the Albion Iron Works," Unpublished B.A.
Honours Essay University of Victoria, 1984; Kathleen Sacht, "R.P. Rithet, Merchant-Entrepreneur in Victloria
British Columbia 1860 1900," Unpublished B.A. Essay, University of Victoria, 1983; see also Chapter §.



Chapter Four

The Industrial Frontier -~ Primary and Secondary Manufacturing, 1860-1880

While many parts of the Pacific have been longer settled and are more populous and at
present more important than Vancouver Island, this colony is likely to become the princi-
pal and perhaps only seat of manufactures in the Pacific.
Alexander Ratiray
186 1*

The original impetus for immigrant settlement in British Columbia had been the
rich resource base but even on the frontier resource extraction was one part of a web of
economic inter-relationships. However, the preponderance of historical writing on
British Columbia has concentrated on the resource industries exclusively. As a result
we know very little about the origins of the manufacturing sector in British Colum-
big, ™

British Columbia in 1860 was a frontier in several senses of the word and it
seemed full of potential. The Fraser River Gold Rush had been underway for only two
vears and the Colony of British Columbia had only existed since the start of this rush.
Vancouver Island, with its capital in Victoria had been a colony since 1849, but until
1859 had been administered by the Hudson's Bay Company. In 1855 Victoria had a
white population of 232, the Colony of Vancouver Island only 774, and British

Columbia less than 300.173

* Alexander Ratiray, Vancouver Island and Brirish Columbia..., (London: Smith. Elder & Co.. 1862) p.
101.

174 The notable exceptions include Lamb’s study of sawmills, Fowler's of smelters. Ireland & Laing's on
Flour Mills, Adams’ on bricks and Mackie’s overview of the pre 185§ British Columbia economy: Lamb, "Ear-
Iv Lumbering on Vancouver Island, Part 1, 1844-1855." British Columbia Historical Quarierly. 11, (January
1938): p. 39; Lamb, W. Kave. "Early Lumbering on Vancouver Island. Part I. 1844-1855." 31- 54, and "Earlv
Lumbering on Vancouver Island. Part II, 1855-1866." Brizish Columbw Hisiorical Quarterly, 11 (1938): 95 144;
S.S. Fowler, "Early Smelters in British Columbia,” Brirish Columbia Historical Quarterly, 3, 3. (July 1939):
183 201; Williard E. Ireland, "Early Flour Mills in British Columbia: Vancouver Island and the Lower Main-
iand." Brirish Columbia Historical Quarterly, V, 2 (1941): 89 109; F.W. Laing. "Early Flour Mills in British
Celumbia: Part 11, The Upper Country." British Columbia Historical Quarterly, V, 3 (1941): 191-214; Adams,
"Bricks in Pre-1871 Victoria," pp. 3-20. Mackie, "The Economy of Vancouver Island, 1849-1858."

175 The 1wo colonies were united as the Colony of British Columbia in 1866 which joined Confederation
in 1871. Population figures from "Census of Vancouver Island 1855," British Columbia Hisiorical Quarterly,
Vol. 10, No. 1. 1940, pp. 51-8: and from Ormsby, Briiish Columbia: A History, p. 125-7.



When the first flood of miners burst upon Victoria in 1858 there was already a
manufacturing sector that served local needs and in some degree, entered the export
trade. Among the occupations represented among the property owners on Vancouver
Island alone, between 1851 and 1858 were: bakers, blacksmiths, brickmakers, builders,
carpenters, coopers, limeburners, millers, millwrights, painters, sailmakers, ship-
wrights. il was manufactured and exported as was timber, shingles, and barrelled
salmon (in locally built barrels).!’ With the arrival of over 25,000 miners, most of
whom needed supplies, the new demands were met either from expanded local produc-
tion or largely, from San Francisco: by 1859 Victoria was San Francisco’s largest trad-
ing partner.!?’

The hundreds of thousands of dollars worth of manufactures and foodstuffs
filled the holds of many ships, which, when they arrived in Victoria, had no return
cargo save perhaps a few cases of gold dust. Manufactures and other provisions
imported into the colonies had to bear the full cost of their transportation plus the
cost of the return trip which was usually done in ballast. As a result prices in Vic-
toria were 15 percent higher than they were in San Irancisco which in turn were four
times higher for equivalent goods than London prices.!’® While the high cost of ship-
ping supplies were a source of complaint among the residents of the colonies, they had
the effect of giving local industry natural protection against imports.

Victoria was the largest city north of San Francisco. It was an obvious site for a
naval base and did eventually become the headquarters for Britain's Pacific squadron.

It had the first safe anchorage a ship would encounter north of San Francisco and was

176 See Mackie. "The Economy of Vancouver Island, 1849 -1858" pp. 60. 247-258; John D. Adams.
"Bricks in Pre-1871 Victoria: Their Manufacture, Trade and Use." B.C. Srudies, No. 74 {Summer 1987): 3-20:

177 1.D. Pemberton, Facts and Figures Relating to Vancouver Island and British Columbia. London:
Longman, Green, Longman and Roberts, 1860. p. 69.

178 ibid., 70; Bishop Hill recorded that in Victoria "most things are at least a third above the price in
England and many double.... Up the country prices are double and treble [those in Victorial” Bishop Hill Col-
lection, Correspondence, 1852-1876, text 57, box 3, file 3. Archive of the Anglican Diocese of British Colum-
bia; Rattray says boot prices were twice the British price in Victoria in 1861, Vancouver Island and Bruish
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closer to Asia than any American port. Its future as a commercial and manufacturing

centre seemed assured:

The supply of the Pacific with manufactured goods has hitherto been monopolized by
distant countries, especially England and the United States. The development of Van-
couver Island, as a manufacturing colony with eminent commercial capabilities, and a
favourable geographical position on the shores of the Pacific would unquestionably
divert much of this commerce to her own shores; and might ultimately lead to her
rivalling, as a manufacturing colony the larger and longer established countries of the
East and West Atlantic, and thus make her England of the West.1”?

Most important in the new age of steam, Vancouver Island had its own proven
source of cheap and good coal at Nanaimo. And thus while California appeared as a
potential rival:

no country at the present day which, like California, has to import coal at high prices

has any fair prospect of becoming a great manufacturing centre....!%

Glimmerings of British Columbia’s untapped potential were starting to be seen.

Despite there being very little settlement in the colony of British Columbia in 1860,

most settlements did have a manufacturing component.!8!

Predictably the first indus-
tries that developed in British Columbia catered to the most basic needs of the consu-
mers, namely food, beverages, shelter, and fuel. In every census district of British

Columbia the first manufacturing industiries which developed were sawmills and fiour

or grist mills. Closely following these establishments were the breweries, bakeries,

. . 2
charcoal burners, clothiers, and sash and door factories.!8?

Columbua..., p. 169.

179 Ratiray, Vancouver Island and British Columbia, p. 101.
180 hid . p. 103.

181 Paul Phillips. "The Underground Economy: The Mining Frontier 1o 1920, in Workers, Capital and
the State in Brirish Columbia: Selected Papers, ed. R. Warburton & D. Coburn, (Vancouver: University of Brit
ish Columbia, 1985 p. 40.

182 For exampic the 1860 Blue Books for British Columbia report a sawmill at each of the listed com-
munities: Douglas., New Westminster, Langely, Yale, Hope, Cariboo, Lytton-Lillooet. The first directory for
British Columbia in 1863 lists one or moere blacksmith or tinsmith in every community, in Quesnell Forks
there was also g bakery, in Lillooet a tailor, in Douglas a waggon maker. and in New Westminster a printer, 2
bakeries, a tailor, 2 gunsmiths, a boot and shoemaker. a builder and a painter. In size and structure the
manufacturing component of these settlements compares with that sketched out for rural Nova Scotia in 1861
by McCann. It i1s consistent with the early export base model sketched out by Gilmour. Ontario by Spelt.
F.P. Howard and G. Barnett, 7he Brirish Columbian and Victoria Guide and Directory for 1863..... (Howard
and Barnett: San Francisco. 1863); L.D. McCann. "The Mercantile-Industrial Transition in the Metals Towns
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Cariboo and Yale both had a common "staple" in the placer gold discoveries which
rocked the region between 1858-1867. The residentiary manufacturing which accom-
panied the gold boom was oriented to the milling of grain and sawmilling for local
consumption. In 1867 four of the six sawmills in the combined colony were in the
Yale. and Cariboo districts.! By 1872, Barkerville, the chief town in the Cariboo dis-
trict had a brewery, sawmill, printer, blacksmith, tinsmith, tailor, and watchmaker
and the Cariboo district (including Barkerville) three sawmills, two gristmills and a
quartzmill. Lillooet and Clinton had, between them. two sawmills, two flour mills

and a joint flour/saw mill. 18

'he manufacturing sector in New Westminster developed consistently from 1870

when most workers were employed in one of the three sawmills;'® the remainder

worked in the distillery (which produced 3-400 gallons per month), the grist mill (30
barrels/day),'®” the soda water factory, or for the tailor, baker, furniture maker, boot-

maker, printer, fish curer, builder, tinsmith, or blacksmith. 88

But Victoria, as the metropole for the two colonies in the 1860’s, developed a

wider spectrum of industries earlier than the surrounding area and was primarily a

of Pictou County. 1857 1931." Acadiensis. Vol. X, No. 2. p. 30; J. Spelt, The Urban Develupment of Develop-
meni in South Ceniral Ontario. (Van Gorcum & Co: Assen, Netherlands, 1955) pp. 114 119; Gilmour, Spatial
Evolution.

* K. MacKenzie is listed as a miller and a baker. His production has been totally allocated to miller.
183 Current dollars. For a description of the sources see Appendix 5.

184 Ap indication of the scale of production is provided by Langevin: in 1870 sawmills in the interior
included one each at Yale and Lvtion cutting 7.000 feet per dav. 3 mills between Lillooet and Clinton cutling
19.000 feet per dav. i at Quesnel, 2,500 feet per day; as well as one at Williams Creek and one at Lightening
Creek each cutting 20,000 feet per day; H.L. Langevin, "British Columbia: Report of the Honourable H.L.
Langevin." in Canada. Sessional Papers, 1872, vol. 10, p. 50.

185 AMercaniile Agency Reference Book for the Dominion of Canada. 1872 (Montreal: Dun, Wigman.
18725, pp. 56-60; Lovell's 1873 Gazetteer also reports Blacksmiths at the towns of Spence’s Bridge and Cache
Creek: Lovell's Gazerreer of British North America, (Montreal: J. Lovell, 1873).

186 The sawmills, which included the Hastings and the Moodyville Mills cut 183,000 feet of Jumber per

dav. In 1871 there were at least 114 men working at the Hastings Mill. Langevin, "British Columbia.” p. 21
and The Pacific Coast Directory for 1871-1873... (San Francisco: H.G. Langely, 1871).

187 Blue Books of British Columbia, 1870, (PABC) and; Morton. Enterprising Mr. Moody and the Bump-
tious Captain Stamp. p. 96; and Langevin, "British Columbia." p. 21.

188 Mercantile Agency Reference Book for the Dominion of Canada, 1872, (Montreal: Dun, Wigman,
1872); The Pacific Coast Directory for 1871-1873...



in Victoria, for 1860 and 186583

Industry

Bakers

Blacksmith

Bookbinder

Boot & Shoemakers
Brewers

Brickmaker
Builders/Contractors
Carpenters

Coach and Waggon Makers
Confectioner

Cooper

Cutler/Tinker
Dressmaker

Flour Mill*

Fur Dresser

Gunsmith

Harness & Saddle Makers
Hozier/Glover

Iron Foundry /Machinists
Jeweller & Watchmaker
I imeburner

Milliner

Opium

Painter/glazier

Paper Hanger
Photographer

Plasterer
Plumber/Gasfitter
Printer

Sailmaker

Scourer
Shipwrights/builders
Soda Water/Syrup Maker
Stone Cutters

Tailors

Tinsmith

Tent and Bag Makers

Total

Table 1
Annual Production Estimates for Industries

Firms
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1860
Output

$57.850
24,400
n/a
21,850
8,000
13,000
180,550
54,600
3,000
n/a
1,500
00
00
24,000
1,850
9,000
6,000
1,500
12.000
9,850
1,900
11,950
00
26,700
6,000
1.500
16,550
00
20,000
3,000
2,850
21,950
3,950
25,000
15,900
24,000
11,500

591,716

1865

Firms  Output
18 $66,480
3 9,800
0 00
0 16,800
3 28.200
2 5.500
5 37.714
5 4,840
4 14,226
1 500
3 4,800
3 2.200
1 600
0 00
1 2,000
2 6,400
3 13,400
1 24,000
2 22,596
4 12,470
0 00
3 9,000

3 n/a
5 16,100
00
6.100
6,750
6,174
53,800
00
00
27,000
10,000
3,088
22,930
1.226
2.150

et
—_ e W=D OO W= i O

—
o
o)

428,170
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service and manufacturing center. What little is known about the early manufactur-

ing history of Victoria is generally misleading owing to the sources that have been

employved, primarily the Blue Books or early directories, because these included only a
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small portion of the city’s manufacturing.!8

Fortunately however a near-complete
survey of the manufacturing output of Victoria from 1860 to 1866 exists in the tax
assessment rolls. As a result of Victoria's status as a free port in the 1860’s the colo-
nial government was strapped for revenue--the usual custom’s duties being denied
them. To makeup this shortfall they devised what may have been one of Canada’s
earliest atlempts at business income tax. The colony levied a semi-annual tax on each
firm in the city based on their sales (see Appendix S for details). Table 1 shows the
income of Victoria’s manufacturies as they were declared for tax purposes in 1860 and

1865.19¢

Among the manufacturers were a foundry employing 20-40 men and making
small engines; shipyards capable of building vessels up to 200 tons and about which
one observer predicted that there "will soon be greater demand. eg.. for fishing. coasters
and the exportation of coals." Although "the demand for liquor is great" only two
breweries produced "some very indifferent colonial beer" and the bulk of this refresh-
ment was imported from England or the U.S.!! The five brickyards produced at least

120,000 bricks.!??

The dominance of the building trades among the manufacturies in 1860 suggests
the boom and bust nature of Victoria, but this 1860 "snapshot" captured Victoria
experiencing a modest bust, the Fraser River Gold Rush of 1858 having faded and the
Cariboo Gold Rush still two vears off. Matthew McFie noted the business conditions of

Victoria in 1860:

Large sums of moneyv. sent up from San Francisco for investment, were shipped back

189 Gee for example Paul Phillips. "Confederation and the Economy of British Columbia.” in W. George
Shelton ed.. Briish Columbia and Confederation. (Victoria: University of Victoria. 1967) p. 157.

190 For comparison, although one has to do this with much caution, Table 2 lists Victoria's manufactur-
ing oulput opposite that for the five largest urban centres in Upper Canada at the same time, based on the
1561 census.

191 Ratiray, Vancouver Isiand and British Columbia, pp. 105,109,111.

192 Adams. "Bricks in Pre 1871 Victoria," p. 14.
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again, and whole cargoes of goods, ordered during the heat of the excitement, were

thrown back on the hands of the merchants. Jobbers had nothing to do but smoke

their cigars or play whilst ....°croaking was the order of the day.!”

Despite the modest bust the scarcity of labour and its high cost were "great obstacles to

the introduction of manufactures as require but few hands."!**

By 1865 the economy had entered a deep depression:

No city on the Pacific Coast occupies a more deplorable position commercially than

does Victoria.... A general collapse pervades every branch of business.!”®

The effect of the gold rush boom and bust patterns on shipbuilding is evident in Figure
2. From Table 1 it is evident that had dropped 20 percent for Victoria's manufacturers
and the building trades suffered the most. Despite the general decline there was
growth among the bakers, brewers, founders, waggon makers, harness and saddlers,

printers, tailors, upholsterers, hozier/glove makers and shipbuilders.

At the time British Columbia joined confederation, Victoria boasted a small but
significant manufacturing industry which catered largely to the demands of the
residents despite the fact that the economy had not improved much from five years
previous. Credit reports for 1872 report 3 breweries, a sawmill, 3 harness/saddlers, 2
upholsterers, 4 bakers, 5 bootmaker/dealers, 7 tailors, 5 tin’/blacksmiths, 2 engine
makers, 2 watchmakers, a marble works, carriage maker, cracker factory, coffee/spice
mill and a soda water factory.!® From other sources we know there was also a foun-
dry. a gas works, two lanneries, a soap factory, and 2 sash and door factories.!” The

manufacturing sector had grown despite the fact that in Victoria in 1871:

193 Matthew McFie. Vancouver Island and British Columbia. Their History. Resources and Prospects.
(London: Longman. Green. Longman, Roberts and Green, 1865) p. 71.

194 Rattray, Vancouver Island and British Columbia, p. 117.

195 Francis Allen. U.S. consul in Victoria, cited in Orin J. Oliphant, On rhe Cartle Ranges of Oregon
Country, (Seattle: University of Washington, 1968) p. 56.

196 1872 is the first vear the credil reports include British Columbia: Mercantile Agency Reference Book
for the Dominion of Canada, 1872, (Montreal: Dun, Wigman, 1872).

197 British Columbia Soap Works which was established by W.J. Pendray in 1867; ]. Spratt established
Albion Iron Works in 1861 which by 1864 emploved 50-60 men; See City of Victloria, Vicioria Ilusiraied.
(Victoria: Ellis and Co., 1891 ), 81,84; Blue Books of Vancouver Island, 1864, p. 329.
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everything was the reverse of prosperity. Some streets are nearly entirely deserted,
and there is not a street but what has many, very many houses - both dwellings and

stores deserted. Everything looks lifeless and deserted.1%®

Production statistics are extremely scarce before the 1881 census for any commo-
dity in British Columbia but they do exist for ships. Due 1o the strategic nature of
shipping substantial ships had to be registered and the 7ables of Trade and Navigation
record the tonnage built in British Columbia. Most historians have ignored the early
shipbuilding industry in British Columbia, which was to remain important in Victoria
and in the region until after the First World War. The shipyards were occupied
through the 1860’s and 1870's with the possible exception of 1869-70. Especially in
the latter part of century, British Columbian ports were among the major shipbuilding
centers in the country [see Figure 2]. Despite the importance of this sector we still
know little about this manufacturing industry.’?® In addition to shipbuilding statistics
the federal government also kept records of production of beer, spirits and cigars for
taxation purposes from 1874. From these we know that 4-5 malisters and 8-9
brewers kept British Columbians supplied with 130,000-140,000 gallons of beer annu-
ally from 1874 through to 1883 when a dramatic expansion occurred (see Figure
Three). Four cigar factories turned out between 1,500 Ibs and 3,000 Ibs of cigars
between 1874 and 1880 and thereafter production grew by almost 50% per year
through 1885 (see Figure Four). One distillery produced a modest amount of spirits
between 1874-1877 and then closed its doors.””" For other industries the only indica-
tion of success or failure comes from the directories and the credit reports which show

a modest expansion in the numbers of firms and diversity of production through 1o the

196 Benjamin Baltzy in the Montreal Gazette, June 27. 1872, cited in Andrew Birrell, Benjamin Balizy:
Photos and Journal of an Expedition through British Columbia in 187 1. (Toronto: Coach House, 1978).

199 The limited work done so far includes: Eric W. Sager. "The Shipping Industry of British Columbia,”
paper presented 1o the Canadian Historical Association Annual Meeting June 1983; G.W. Tavlor, Shipyards of
British Columbia. (Victoria: Morris, 1986). Robert Maclntosh, Boiermakers in British Columbia, (Vancouver,
Lodge 359, International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths, Forgers and Helpers,
1976 ).

200 Cynada. Department of Inland Revenue. “"Annual Report,” in Sessional Papers.
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first census in 1881.2°1

The development of manufacturing in Victoria and the secondary urban centres
of British Columbia appears to have paralleled developments elsewhere in this era and
needs 10 be considered in a comparative context. No longer can we write about the
economy of British Columbia before Confederation and ignore the manufacturing sec-
tor. While the composition of the manufacturing economy in 1860 reflected the boom
town nature of the British Columbia economy through the 1860’s the expansion of the
producer goods sector and consumer durable goods suggest a developing and diversify-
ing manufacturing sector. From mid-1860’s Victoria's boomtown days had passed and
the city had become a service and manufacturing centre for the Pacific northwest, a
role it maintained until the late 1890°s. The growth and decline of the manufacturing
industry beyond the late 1870’s is easier to observe thanks to the introduction of the

national decennial census in 1880 and is charted in the next two chapters.

201 Mercantile Agency Reference Book for the Dominion of Canada, 1872-1880, (Montreal: Dun. Wig-
man., 1872 18&0). The Pacific Coast Directory for 1871 1873... First Vicioria Directory, Fifth Issue. and
British Columbia Guide..., (Victoria: E. Mallandaine. 1874); Guide io the Province of British Columbwa jor
1877-78, (Victoria: T.N. Hibben, 1877); The Pacific Coast business directory for 1880-1..., {San Francisco. H.G.
Langely, 18%1).
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Chapter 5

Industrial British Columbia

The one great difference between British Columbia and the rest of Canada is that on
average a much higher proportion have been on somebody else’s payroll and a much lower
proportion satisfied farmers or small independent capitalists.

H.R. MacMillan*

When we speak of one place being more industrialized than another we may be
using one of two different criteria. One criteria is output per geographic region. The
region with the most manufactured output is thus the most industrialized.”"” Using
this definition British Columbia ranks seventh, fifth, fifth and third among Canadian

provinces and territories in the census years of 1880-1, 1890-1, 1900 and 1910, respec-

tively®™® (Table 3). This definition has obvious problems because of variations in the
size and populations of regions. A small region with an economy totally based on fac-
tory production may produce less manufactured goods than a larger one that is pri-
marily agricultural but by force of population has an overall manufacturing output
which is larger. Which is the more industrialized?

A second measure relates the degree of industrialization by comparing output,
value added, or capital employed in manufacturing on a per capita basis.”"* The percen-
tage of the population employed in industry is another potential measure of the impor-
tance of industry to a region. An aggregate view of the size of the manufacturing
establishments can be gleaned by an examination of output. value added or employ-

ment per establishment. It is by using these measures that relate industrialization to

* cited in Pierre Berton, "A Native Returns 1o British Columbia.” McLeans Magazine. (May 10, 1958).
202 Indusiry is defined synonymously with the census definition of manufacturing. See Appendix 1.

203 The manufacturing censuses of 1881 collected data from April 5 of the previous Vvear 1o April 4 of
the census vear. The 1891 Census used a census year of April 7 1890 to April 6 1891. The censuses of 1901
and 1911 collected manufacturing data for the previous calendar vear. ie. 1900 and 1910.

204 Relative measures are commonly used; see for example: Inwood, "Economic Growth and Structural
Change," p. 5.
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population and to the number of establishments that British Columbia proves to be

"the most industrialized" province in Canada during much of this period.

There is another, implied definition of "industrial" which considers that "heavy
industry” or "producer goods" dcfine an industrial economy and that an economy is not
industrial until it has a large producer goods sector.?> This definition of an industrial
or sometimes "mature” economy is arbitrary. since there are cases where high long

term growth rates and incomes have been sustained in economies which lack a strong

producer goods sector.’’® From the point of view of the export base and dependency
theories, however, there is a heuristic value in distinguishing between primary and
secondary manufacturing and the producer goods component from other components
of the secondary manufacturing sector. These two approaches are formulated in terms
of the presence or absence of "linkages" between the resource extractive and primary
manufacturing sector and the secondary manufacturing producer goods sector. In the
latter part of this chapter and particularly in Chapter 6 and 7 the discussion of the

manufacturing sector is considered in terms of these heuristic categories.

At a more fundamental level, however, the process of applying capital and labour
to produce goods is common to all manufacturing. Moreover modern manufacturing,
whether it be wood processing or the building of engine blocks employs a common
n " . . . . #
factory” organization of labour, a corporate style of organization of capital as well as
other common features which transcend the primary/secondary manufacturing boun-
dary. For purposes of evaluatling the "industrial” nature of the economy and the
importance of manufacturing, the distinction between primary and secondary

manufacturing becomes immaterial.

205 For definition of producer good see Appendix 4. For this implicit definition of industrial see North,
"Location Theory..." 252 3: Frank, Dependent Accumulation and Underdevelopment, pp. 131-3.

206 British Columbia is in fact one example as is the American Pacific Northwest. Allen, "B.C. Past,
Present and Future,” Tattersall, "Exports and Economic Growth," pp. 215-6 and Watkins, "A Staple Theory,".
Pfister. "External Trade and Regional Growth".
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One feature that distinguishes the British Columbia frontier from the earlier
frontier of eastern North America is that it was so industrial from the beginning.2’’
The eastern colonies passed through several phases of settlement after the fur trade
which included agricultural production, small artisanal production, small water-

powered mills, and then in the 1850’s and 1860’s factory production.?”8

In British Columbia however, due in part to the late date of settlement. and to
the lack of agricultural land, British Columbia skipped these stages and large scale fac-
tory production arrived with settlement. From the start, the manufacturing industry

developed as a composite of small-scale, traditional workshops and large modern

Table 2
Declared Manufacturing Output in Upper Canada
Urban Centres Compared to Victoria, Vancouver Island, 1860-61

(Figures Not Strictly Comparable)?®®

1 11 111 v

Town Population All Census Definition
Manufacturing of Manufacturing

Victoria 6,000 591,716** 194,710

London 11,555 468,343 312,720

Kingston 13,743 567.540 442,540

Ottawa 14,669 598,630 101,100

Hamilton 19,096 563,766 563,766

Toronto 44 821 739,195 739,195

207 Using a relative measure.

205 One description of this process tor Upper Canada is given in J. Spelt, The Urban Developmen: of
Development in South-Central Ontario, (Van Gorcum & Co: Assen, Netherlands. 1955). See also: John McCal-
lum. Unegual Beginnings: Economic Development in Quebec and Oniario until 1870. (University of Toronto:
Toronte, 1980).

209 == Thjs figure is based on a wider definition of manufacturing than that used in Upper Canada.
Column IV provides a fairer basis for comparison. See Appendix 5 fer a complete discussion of source and
bias.
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factories representing the newest forms of industrial organization. The large mills and
factories were initially oriented to an international market while the smaller craft
shops supplied simple local demands for consumer products; within a few years, how-
ever, secondary manufacturing industry began to supplant more sophisticated
imported products and many workshops grew into factories.

The First Victoria Directory, 1860, lists each individual's employer and from this
1t is clear that many firms consisted of a proprietor, alone or with one or two helpers.
Others, like the foundry, or the carriage makers, for example, had a considerable
number of employees. In 1861 the largest foundry employed 20-40 men and by 1864

50-60 men.?1?

Alongside the craft shops and small factories which existed on Vancouver Island
and in British Columbia were factories as large as any in North America. In 1860 a
sawmill was under construction on Alberni Inlet which employed between 200 and
700 men. In daily capacity it was the largest sawmill on the North American west
coast. Although this particular industrial giant survived only 5 years before it ran out

211

of profitable timber~"" two other sawmills operating on the same scale had opened on

Burrard Inlet before it closed.”’? These and a small number of other huge mills were
the largest employers in the colonies until the early 1870's when salmon canning
became a major industry.

210

First Victoria Diwreciory. Comprising a General Listing of Cuizens.... (Victoria: E. Mallandaine,
1860 Ratiray. Vancouver Island and British Columbia, p. 111; Blue Books of Vancouver Island, 1864, p. 329.

211 The 1864 Blue Books for Vancouver Island list 178 working at the Alberni Mill. McFie, writing
about 1863-4 records 200-300 emplovees and Lawrence records that at height of its production the mill em-
pleved 700 men. In 1863 the mill exported 11,273,000 feet of sawn lumber, and 1.300 spars. The Alberni
Mill also produced salted fish and fish oil, produce amounting to 470 barrels of the former and 239 of the
latter in 1863 as well as 33 packages of furs. McFie, Vancouver Island and B.C. pp. 51, 135; and J.C.
Lawrence, "Markets and Capital: A History of the Lumber Industry of British Columbia 1778-1952, Masters
Thesis, University of British Columbia, 1951, p. 22.

212 For example, by 1871 the Hastings Mill had over 114 employees, First Victoria Directory, Fourth Is-
sue. and Bruish Columbia Guide, (Victoria: E. Mallandaine, 1871) p. 51

213 = 1900, 1910, and 1915 only include firms with five emplovees and over.
** The sum of Alberta and Saskatchewan in 1910 and 1915.
Source: Canada Census. 1881, 1891, 1901, 1911 and Postal Census of Manufacturing, 1915.
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1880-1, 1890-1, 1900, 1910, 1915 in Current Dollars?!3

Table 3
Manufacturing Output in Canada by Province

1880-1 1890-1 1900* 1910%* 1915*
B.C. 2,962,784 11,916,928 19,447,778 65,204,236 73.624.431
Ontario 157,989,870  240,100267 241,533,486 579,810,225 718,923,274
Quebec 104,662,258 153,195,189 158.287.994 350,901,656  387.900.585
N.B. 18,512,058 23,685,636 20,972,470 35,422,302 37.832,034
N:S: 18,575,326 30,343,683 23,592,513 52,706,184 70,860,274
P.E.L 3,400,208 4,333,510 1,696,459 3,136.470 2,646,469
Man. 3,413,026 10,126,082 12,927,439 53,673,609 61,594,184
N e 195,938 1,844,410 1,964,987 25.120.957 44,755,407
Table 4

Capital Employed Per Manufacturing Establishment in Canada and
by Province 1880-1, 1890-1, 1900, 1910 in Current Dollars®!?

1880-1 1890-1
British Columbia $7.030 $19,058
Canada 3,311 4670
Ontario 3.511 5.514
Quebec 3,736 5,060
N\. Brunswick 2,703 3,065
Nova Scotia 1.865 1,832
P.E. Island 1.267 1.087
Manitoba 3,941 5,521
N.W. Territories™* 4,354 4,568

1900*

$58.423
30,056
32,855
29,392
22,569
29,113
6.232
23.270
16,093

1910%
$188.982
64,917
74,415
49,467
31.196
53,781
4,555
109,206
78,916

* 1900 and 1910 only include firms with five employees and over.

** The sum of Alberta and Saskatchewan in 1910.
214 Averages based on data given for 1880-1 and 1890-1 in: Canada, Department of Agriculture Census of Ca-
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For comparison, although one has to do this with much caution, Table 2 lists
Victoria’'s manufacturing output opposite that for the five largest urban centres in
Upper Canada at the same time, based on the 1861 census. Despite Victoria’'s much
smaller population, manufacturing output is in general terms, at a comparable level.
Especially remarkable is that secondary, not primary, manufacturing completely dom-

inated the manufacturing sector (Table 1). Neither gold nor coal required processing.

Not until the census of 1880-1 do we have data with which to compare all of
British Columbia to the rest of the country.?’ The census of 1880-1 provides the
benchmark for the study of B.C.’s economy with the first reliable economy-wide indi-
cation of the output. material consumed, and employment. It is the only complete
record of the manufacturing sector before the province was connected by the Canadian
Pacific Railway to the rest of Canada in 1886. Up to this point British Columbia had
been isolated from the rest of Canada by a lack of transportation facilities and pro-
tected from the United States and the Pacific Rim countries by tariffs, so the B.C. had

been forced to develop as if it were a nation unto itself.

In 1881 the British Columbia population was small compared to the eastern pro-
vinces. B.C.’s total population of 49,459 compared to an 1881 population of 1,925,228
in Ontario.”’® It is no surprise to discover that manufacturing output in British Colum-
bia was very small relative to Ontario’s (see Table 3). Yet. small though the whole
industry was, relative to the rest of Canada, within British Columbia it was the dom-
inant economic activity. British Columbians were more likely to be working in
manufacturing compared 1o their counterparts in other parts of Canada (Table 8 and

9). Contrary to the common assumption that firms on the frontier are likely 1o start

nada Bulletm Neo. 10, {Ottawa: June 1892), p. 4, 20-1; and for 1900 and 1910 in: Canada, Depariment of
Trade and Commerce, Bulletin 1. Fifth Census of Canada. Ottawa, August 1912,

215 British Columbia was just entering Confederation in 1871 and so was excluded from the Dominion
census.

216 Figures from Canada Census, 1881.
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]2]7

smal the average firm size in British Columbia was larger than that elsewhere in

Canada.

There are various measures to compare firm size, each stressing different charac-
teristics of the firm. One such comparison, capital employed per firm, includes a meas-
ure of industrialization. High capital ratios suggest the existence of labour-saving
machinery. the hallmark of the factory era. Table 4 illustrates the large difference
between the average capital invested per firm in British Columbia with the rest of
Canada. The British Columbia firm, over the thirty years spanned by these four cen-

suses, was consistently two to three times larger than the national average.

As with the pre-census economy the average firm size varied between industries.
Table 5 illustrates that the largest firms in the province tended to be located in the sal-

mon canning and smelting industries. Although they started out smaller, after 1900

Table 5
Average Number of Employees Per Manufacturing

Fstablishment, By Industry in British Columbia 1880/1-1910%18

1880-1 1890-1 1900 1910
Smelting - - 147.0 320.0
LLog Products 14.7 21.7 441 68.6
L.umber Products 15.7 42 .4 393 135.8
Fish Canning 8§5.2 170.8 49.1 135.8
Foundries 9.9 40.3 26.0 352
Boilers and Engines 5.0 18.0 69.3 62.0
Railshops - 25.6 n’a 82.0
All other 2.5 53 153 16 .4

217 Green. Regional Aspects of Canada’s Economic Growth. p. 94: Gilmour Sparial Evolution.., pp. 36-8.

218 » Figures for 1900 and 1910 are for firms with five emplevees and over. Source: Canada Census
1881, Vol III; 1891, Vol III; 1901 Vol III; 1911 Vol. I
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the foundries, boiler makers, and rail repair facilities rivaled the factories in the log
and lumber products for a rank in the second tier. The large jump in the average size
of all other firms in 1900 is probably largely the result of eliminating firms with less
than five employees from the definition of industrial establishment (see Appendices 1

and 2).

Employment per firm provides a proxy for the physical size of manufacturing
establishments. On this basis, British Columbia firms ranged from between 33 percent
larger than the Canadian average in 1880-1 to more than three times as large in 1890-
1. In 1900 when only firms with five or more employees were enumerated British
Columbia firms were 25% larger than the national average, and 95% larger in 1910 (see

Table 6). Measures of output, or value added per firm show the same relationship

Table 6
Employees Per Manufacturing Establishment in Canada

and by Province 1880-1, 1890-1, 1900, 1910°1°

1880-1  1890-1 1900* 1910*

British Columbia 6.8 15.2 29.2 51.2
Canada 51 4.9 232 26.2
Ontario 5.1 52 248 29.8
Quebec 5.4 51 22.8 24.0
N. Brunswick 6.2 4.9 241 21.4
Nova Scotia 3.7 33 19.6 19.5
P.E. Island 3.5 2.6 11.4 8.5
Manitoba 5.5 4.3 16.1 39.5
N.W. Territories** 1.8 2.9 11.1 221

* 1900 and 1910 only include firms with five employees and over.
** The sum of Alberta and Saskatchewan in 1910.
219 Averages based on data given for 1880-1 and 1890-1 in: Canada. Department of Agriculture Census of Ca
nada Bulletin No. 10. (Ottawa: June 1892), p. 4, 20-1; and for 1900 and 1910 in: Canada, Department of
Trade and Commerce, Bulletin 1. Fifth Census of Canada, Ottawa, August 1912.
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Table 7
Manufacturing Output Per Capita and Capital Investment
Per Capita in Canada by Province 1880-1, 1890-1 in Current Dollars®?!

1880-1 1890-1 1880-1 1890-1

Output Output Capital Capital
British Columbia $60.00 $122.10 $59.70 $147.00
Ontario 8§2.10 113.50 42.10 8§3.50
Quebec 77.00 102.90 43.60 §0.00
N. Brunswick 57.40 73.70 26.10 51.70
Nova Scotia 42.10 67.10 23.10 42.20
P.E. Island 31.20 40.00 19.10 26.70
Manitoba 51.70 66.40 20.00 36.60
N.W. Territories** 3.40 27.60 1.86 25.60

Table 8

Proportion of Employees in Manufacturing
to Fach 10,000 of the Total Population by Province, 1880-1, 1890-122!

Province 1680-1 1890-1
British Columbia 580 1,175
Ontario 601 782
Quebec 627 782
New Brunswick 620 8§28
Nova Scotia 452 760
P.E. Island 528 725
Manitoba 580 287
N.W. Territories 19 162

* 1900 and 1910 only include firms with five emplovees and over.
** The sum of Alberta and Saskatchewan in 1910.
220 Canada. Departiment of Agriculture, Census of Canada, 1891. Bulletin No. 10. Ottawa: June, 1892 p. 5.

221 Canada, Depariment of Agriculture, Census of Canada, 1891, Bulletin No. 8. Ottawa: 1892, p. 7.
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On a per capita basis, British Columbia manufacturing had. in 1880-1, not fully
reached the Canadian average, perhaps due to the fact that the participation rate of the
population in the manufacturing workforce in 1880-1 was below that of most other
provinces. In 1881 over half British Columbia’s population was native and they may
have had a different participation rate than white settlers.??> Nonetheless. New West-
minster had the highest per capita manufacturing output of any city in Canada in
1880-1! Victoria's per capita output, while not at the top of the nation, still occupied

a respectable thirteenth rank of the more than 90 urban centres in Canada.??3

Table 9
Proportion of Population Engaged in

Each Sector of the Economy by Province, 1890-1724
Province Agriculture  Trade &  Manufact- Service Profess- Non-
Mining Transport uring ional Productive
& Fishing
British Columbia 18.5 7.8 10.6 10.1 1.9 0.7
Ontario 16.3 4.1 7.5 52 14 0.9
Quebec 14.6 3.4 6.2 4.9 1.1 1.8
New Brunswick 17.3 3.7 5.8 54 1.2 0.6
Nova Scotia 18.5 4.0 5.9 5.2 1.3 0.6
Prince Edward Island 209 2.3 4.9 34 1.1 1.8
Manitoba 22.7 4.2 3.4 4.4 1.4 0.6
North-West Terr. 20.7 34 2.5 34 29 0.3

2 In B.C. 25.000 or 50.5 percent of the population was native Indian. Compare this 1o the much
smaller percentage of native populations in Ontaric which in 18%1 recorded 4,678 native Indians, or 0.2 cent
o1 the population. For a discussion of natives in the workforce see: Rolf Knight. Indians ar Work. (Vancouver,
New Star); Green shows the lower participation rate in British Columbia: Green, Regional Aspects of Canada’s
Economic Growth. Table A 2.

223 Department of Agriculture. Census of Canada, Bulieiin No. 12 (Otlawa: July, 1892, 39,

2?4 Canada, Department Agriculture, Census of Canade. 1891, Bullerin No. 16, Ontawa: August 18¥3, p.
13-
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By 1890-1 however, the provincial participation rate and manufacturing per cap-
ita had surpassed all the other provinces. As the authors of the census observed, "Brit-
ish Columbia during the ten years passing from fourth place to first place as the
manufacturing province of the Dominion in proportion to population."??3(Table 7).

Between 1881 and 1891 the population of British Columbia had increased by
nearly 100 percent while the manufacturing output grew by over 300 percent. (see
Table 12) compared to a national population growth rate of 12 percent and an increase
in manufacturing output of 53.5 percent.”?® More British Columbians. as a percentage
of population, were engaged in manufacturing®’ than any other province and Victoria
had become the tenth largest manufacturing centre in Canada measured by cutput, and
fifth if measured by value added.’?® Nor, by 1891, was the British Columbia economy
any more specialized in the primary sector than the rest of Canada, when the employ-

ment of the whole population is taken into account (Table 9).

Over the decade 1891-1900 British Columbia maintained its position as the pro-

vince with the highest manufacturing output (GVP) per capita.”>® Overall manufactur-
ing output grew more than 60 percent in B.C., from $11.8 million to $20.6 million,

despite the mid-decade depression, and despite a change in census enumeration which

lends a downward bias to the 1901 figures (Table 12).7*" As a result of the elimination

225 Canada, Department of Agriculture, Census of Canada, 1891, Bulletin No. 8. Ottawa: 1892, p. 8.

226 Cgnada Census, 1931, Vol. 1, p. 152; and Census of Canada, Bullerin No. 1¢. Ottawa: June 1892, p.

227 British Columbia had a higher propertion of the population engaged in all sectors of the economy be-
cause. by 1591 British Columbia had a higher labour force participation rate than any other province. Canada
Census 1901, Bullerin 11. p. ix; Green. Regional Aspects of Canada’s Economic Growth. Appendix.

2?8 See Peter Baskerville, Beyond the Island. An Ilusirared History of Victoria { Windsor: Burlington.
Ontario. 1986 ), p. 46: Canada, Department of Agriculture, Census of Canada. 1891, Bulletin No. 12, Ottawa:
1%92. Table 4. p. 37.

229 See Bertram. "Historical Statistics,” p. 119.

230 1n the censuses of 1901 and 1911 the enumerators were instructed not to collect data on firms with
under five emplovees. The rational for this requirement was to limit the scope of the census 1o "statistics of
the faclory svstem as distinguished from those of the domestic or hand system of labour” and specifically to
exclude small firms engaged in "baking, blacksmithing, basket-making, carpentry, dressmaking. shoemaking.
spinning. tailoring and weaving," from the statistics of manufacturing. However, in the 1891 census it was
evident that these "domestic or hand trades” comprised a significant percentage of production in British
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of the smaller firms from the census the average value of capital employed per firm
and the average number of employees per firm appears to sky-rocket in the 1901
census. With the small firms excluded the capital employed per firm in British Colum-
bia was almost twice the Canadian average in 1900. The census of 1911 again illus-
trates the larger firm size and the capital intensive nature of manufacturing in British
Columbia relative to the rest of Canada. The average capital investment per British
Columbia firm in 1910 was $118,982, almost treble the Canadian average of 64,917
(see Table 4) and the average British Columbia firm employed nearly twice as many
workers as the average Canadian firm, and 85 percent more than the typical Ontario

firm (see Table 6).

British Columbia’s manufacturing sector from 1860 to the First World War con-
sisted of a combination of giant scale factories and craftshops, though on average there
were more of the former in British Columbia than elsewhere in Canada. Census data
reveals that British Columbia differed from the rest of Canada in that British Colum-
bia firms were on average, larger, measured by output, capital or the number of
emplovees. British Columbians were more likely to be working in factories than other
Canadians in a wage or piece-work relationship. On a per capita basis, its cities and the
whole province were the most industrialized in the country in the 1880's and 1890's.
The presence of giant factories points to another feature of this industrial frontier: it
was only a frontier from the perspective of ceniral and eastern Canada. From the per-

spective of the Pacific nations it was, as Ralston and others have argued "a central

e} . . . % s « : 5 i
place.””*! The indices show that in the 35 vears under consideration Ontario specialized
Columbia. and this exclusion can be expected 1o add a downward bias to the 1901 figure; Fourth Census of
Canada 1901, v, vi. For a discussior. on how this affects the use of the 1901 figures see Appendix 2.

21 H K. Ralston, "Patterns of Trade and Investment on the Pacific Coast. 1867-1892: The Case of the
British Columbia Salmon Canning Industry.” in J. Friesen and H.K. Ralston, ed. Historical Essays on British
Columbia, (Toronto: 1976), pp. 167-176; 1.M.S. Careless, "The Business Community in the Early Development
of Victoria. British Columbia,"in Historical Essays on Bruish Columbia, pp. 177 200.

232 The index numbers represent British Columbia per capita manufacturing divided by national
manufacturing per capita and thus indicate regional specialization in manufacturing. Bertram. "Historical
Statistics,” Table 6.
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Bertram’s Index of Regional Specialization in Manufacturing®3?

1880 1890 1900 1910 1915
B.C. 80.2 125 131 102 86
Ont. 115 117 123 143 152

increasingly in manufacturing while British Columbia declined after peaking in 1900,
as the Canadian province most specialized in manufacturing. Bertram concludes that
"British Columbia’s experience is one of a rapid rise in the index prior to the turn of
the century and then apparently a long run decline through 1953."%3* An index value
in excess of 100 in Bertram’s index or 1.0 in Pinchin’s reveals a concentration above
the national average and suggests the region either has a surplus for extra-regional
trade or has a consumption of regionally produced goods which exceeds the national
average.”3

Yet, while between 1880 and 1910 British Columbians were working in larger
factories than their counterparts elsewhere in Canada, the manufacturing sector itself

was shrinking relative to the resource extraction industries, the whole economy and

Pinchin's Index of Regional Concentration of Manufacturing Industries®®

1880 1890 1900 1910 1915
B.C. 1.09 1.99 1.42 1.14 0.85
Ont. 1.16 1.18 1.20 1.45 1.53

233 Bertram. "Historical Statistics." Table 6.

234 For a detailed description on the construction of these indices see Hugh McA Pinchin, 7he Regional
Impact of the Canadian Tariyff, 4 Study prepared for the Economic Council of Canada, (Ottawa: Supply and
Services Canada, 1979}, Appendix A.

235 Pinchin’s index is expressed as a location quotient and equals value added in manufacturing per capi-
ta divided by national value added per capita. British Columbia has never regained the degree of specializa-
tion it held in 1890-1900. Location Quotients after 1915 are: 1926 - 1.11; 1939 - .97; 1949 - .93; 1959 - .92;
1969 - .85; see Pinchin, Regional Impact, Table A - 5; A-16.
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the population. Indices of regional specialization in manufacturing created by Bertram
and by Pinchin suggest the decline of the importance of manufacturing to British

Columbia.

Other work that has been done on centralization of Canadian manufacturing
confirms the relative and absolute decline of British Columbia’s manufacturing sector,
as a whole, starting from 1890. Inwood and Chamard have looked at the centraliza-
tion of the Canadian economy in the decade 1890-1900 and their estimales demon-
strate a substantial real decrease in many of B.C.’s Standard Industrial Category (SIC)
manufacturing categories. Robert Allen's set of estimates of sectoral shares of British
Columbia Gross Domestic Product suggest that the share of secondary manufacturing
peaked in 1890 and has never reached the same share since. Green finds that the share

of British Columbia gross value added contributed by manufacturing fell from 23.4%

in 1890 10 19.6% in 1910 while in Ontario it rose from 24.6% to 30.1%.23¢

Not only was British Columbia becoming progressively less specialized in
manufacturing but the structure of the manufacturing sector was also changing.
Instead of the progression predicted by the export base model from a concentration on
primary manufacturing 1o a concentration in secondary manufacturing, the British
Columbia manufacturing sector was increasingly specialized in primary manufacturing.
The next 1wo chapters examine the changing structure of the British Columbia

manufacturing industry.

23¢ The date 1890 is a reflection of when the census was taken and not an indication that the process
started then. While the relative share of primary versus secondary manufacturing is usable in Allen’s esti-
mates his figure for the shares of GDP prior 1o 1920 are unreliable due 1o his use of secondary manufacturing
wages as a proxy for value added in the service sector. Attempis 1o estimate the sectoral GDP shares prior 1o
1920 have been unsuccessful due to lack of proxies for the service sector. See: Inwood & Chamard "Missing
Artisans,” Appendix and; Allen, "B.C. Past, Present and Future” Table 4 and Appendices (unpublished):
Green, Regional Aspects of Canada’s Economic Growth, Tables B-1, B-2.
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Chapter 6

Structural Change in the Manufacturing Sector, 1880-1915

Among the bankers and real estate men of Vancouver and Victoria it is constantly as-
serted that the future lies in manufacturing.... These expectations seem doomed to disap-
pointment....
W. Martin Swift
Moody's Magazine, 1913*

The census of 1881 provides the benchmark for the study of B.C.'s economy. It
is the first reliable indication of the output, material consumed, and employment, and
most important, it is the only complete record of the manufacturing sector before the

province became integrated with the national economy in 1586.

The census of 1881, with its counterpart in 1891 are also particularly valuable
because they listed individual industries, detail that has not been provided by any
census since and they enumerated every manufacturer with an annual output of $50 or
over, essentially complete coverage. What is striking about the manufacturing sector
in 1880-1 is that secondary manufacturing constituted the majority of the output.
Table 11 illustrates the structure of the British Columbia economy for the vears
1880-1 10 1910 and illustrates that as early as 1880-1, twenty-two years after the
gold rush. secondary manufacturing comprised the 60 percent of all manufacturing
output. Secondary manufacturing dominated the manufacturing sector through 1o
1890-1 but between 1890-1 and 1910 the predictions of the export base model were
turned on their heads as British Columbia experienced a relative increase in the impor-

tance of the primary sector and a decrease in the relative importance of those indus-

* W. Martin Swift. The Industrial Future of British Celumbia.” Moody's Magazine: The National Inves-
tors Magazine, Special Canadian Number, 15, 6. (June 1913).

237 B.C. statistics computed from Canada Census (see Appendices 3 & 5) and Ontario statistics from
Gilmour. Spatial Evolution, p. 35.
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Commodity Sector

Consumer Goods
Food & Drink
Sundries

Cloth. & Footwear
Semi-Durables
Durables

Total Consumer Goods

Finished Producer Goods
Construction Materials
Supplies to Primary
Tertiary

Investment Goods

Total Fin. Producer Gds

Unfinished Producer Goods

Total 2ndary Manuf.

Table 11

Employment in Secondary Manufacturing in
British Columbia and Ontario. 1880-1, 1890-17%7

Empl.

161
88

273
28

54
603

47

60

135
242

B.C.

%

16.4
9.0
219
29
5.5
61.7

4.8

6.1

13.8

26.9

13.4

100

Ont.

Empl.

§,247
2838
20,498
5,690
9,384
46,657

1,378
953
12,287
14,618

14,984

76,259

%

10.8
3.7
26.9
7.5
12.3
61.

39

1.8

1.2
16.1

19.2

19.6

100

B.C.

Empl.

512
255
609
109
330
1,815

636
218
715

1,569

226

3,610

%

14.1
7.1
16.9
3.0
9.1
50.2

17.6

6.0

19.2
43.4

100

Ont.

Empl.

10,357
3803
29.892
§,293
13,803
67,148

3,539

1,266
15,563
20,368

19,225

105.741

tries said to define a maturing industrial economy.

~

3% {n 1880 the British Columbia

economy was young and still struggling out of a decade long recession. Two months

after the taking of the 1881 census the Victoria newspaper reported:

In spite of the gloomiest forebodings business interesis are surely and steadily reviving.
The workshops are nearly all busv...milliners and dresemakers have not been as ac-
tively emploved for many vears now. In the clothing and boot and shoe factories there
is manifest improvement and some of the proprictiers are preparing to enlarge their

premises and increase their facilities for manufacturing.”?

238 Over the whole period 1880-1 10 1910 the primary sector emploved more people than the seconddry
manufacturing sector but the relative share of empioyment in the primary manufacturing sector increased
substantially in the decade 1900 10 1910,

181
62.6

12

14.7
193

18.2

100



82

The relative youth of the local economy, the small total population, and espe-
cially the small Euro-American population, all suggest a local market, labour force,
and a manufacturing sector which are small relative to, for example, Ontario.?*’ Based
on the export base model we should expect the manufacturing sector in B.C. in 1880 to
be at an early stage characterized by a few, small firms in each industry. (ie. Sorghum

Syrup Factories, Gunsmiths, etc...), a low value added in production, a low gross value

of production, and limited diversity.**!

Table 12
British Columbia Population Growth 1861-1911

Compared 10 Growth in Manufacturing Output®*

Year  Population % Change Manufacturing % Change
over Decade Output ($) over Decade
1861 51,525 s — -
1871 36.247 -29.7 — —=
1881 49.459 36.4 2.902,784 -
1891 98.173 98.5 11,807,411 307
1901 176,657 §2.0 20,688,920 75
1911 392,480 119.7 63,077,416 318

239 Vicioria Colonist. June 9, 1881.

240 Over half of the British Columbia population in 1880 was comprised of native Indians, compared to
much smaller fractions in either of the aforementioned regions. The 1880 census of Ontario recorded 4.678
native Indians. or 0.2 cent of the population. In B.C. 25,000 or 50.5 percent of the population was native Indi
an. The native population was, in Temote places, only marginally integrated into the "white” economy and in
most cases were 1reated as a cheap pool of reserve labour. Anecdotal evidence suggests the natives had a
different pattern of consumption than the non-natives.

241 James Gilmour, Spatial Evolution of Manufacturing... pp. 32-3.

242 Population figures from Canada Census 1931, Vol. 1, p. 350; Manufacturing figures {rom Canada
Census, 1881,1891,1901,1911.
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Gilmore’s work on Ontario manufacturing allows a comparison of the relative

maturity of the two economies in 1880-1 and 1890-1 based on his own definitions.?*?
The manufacturing sector was much larger in Ontario than in British Columbia but in
relative terms, between 1880-1 and 1890-1 it is not substantially more mature. Using
employment as a proxy for the relative shares of the components of secondary
manufacturing as Gilmore does, (Table 11) Ontario had a larger percentage of
manufacturing employment than British Columbia in the "mature” consumer durables
but less in Producer Goods, finished and unfinished. both also indicators of a developed
secondary sector (according to the progression developed from the export base
approach in Chapter 2). The pattern also holds true a decade later except that by this
time British Columbia had lost its advantage in unfinished producer goods and
increased its advantage in the share of finished producer goods. By this measure, Brit-
ish Columbia was the more mature but the small total size of the British Columbia
economy suggesls that sectoral shares taken alone are not an adequate measure of
maturity. Diversity was limited in B.C. in 1880 to 51 different industries, 9 primary
and 42 secondary, compared to a Ontario which hosted 139 different manufacturing
industries.”* It is clear, though, that the secondary manufacturing sector was not dis-
similar, structurally, from that of Canada’s largest (by total output) manufacturing
province.

In the decade between the census of 1880 and 1890 B.C. witnessed the comple-
tion of the CPR, and the Fsquimalt and Nanaimo Railway. The CPR. in particular, had
the potential to dramatically alter the composition of regional industry. On the one
hand, the railway opened up a large potential market for B.C.'s primary and secondary

manufactures and provided cheaper transport to areas already served by provincial

243 Gilmore, Spatial Evolutior, p. 35; Gilmore only carries his study up to 1891.

244 Dales, "Estimates of Manufacturing Output,” p.79. Canada, Department of Agriculture. Census of
Canada 1891, Bullerin 13. Ottawa (August 1892), §.
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firms. On the other, it is possible that the freshly lowered transport costs might have
allowed eastern manufactures to become competitive with B.C. goods and thereby

reduce the market share of local manufacturers.

The trend is unequivocal when we examine the primary sector. The increasing
exploitation of the salmon resources, and the continuing presence of mining as the key
primary industries account for the increase in the GVP of primary manufacturing from
$1.1564.558 in 1880 to $4,408,078 in 1890.°% The diversity of the primary sector
changed very little over the decade with essentially the same staples being exported as
in 1880. There was however a shift in the relative importance of various primary
industries with respect to each other. The relative importance of the salmon canning
industry had skyrocketed over the decade to the point where it was rivaling products

of the mine as the main export of the province (see Figure 1).

In contrast to the primary sector there was a dramatic increase in the diversity of
the secondary manufacturing sector. From 41 different secondary manufacturing
industries in 1880, there were 61 a decade later. Because of the growth in population
and hence, the local market over the decade, we should expect to find firms entering
each industry to capture some of that market while existing firms should have tried to
accomplish this activity by increasing firm size. Both a trend towards an increasing
number of firms per industry and an increase in the number of employees per firm tes-
tify that both of these processes were going on simultaneously, although the relative

importance of these two processes varied from industry to industry.

245 My calculations from Canacda census. All the available price indices for Canada in this period show
a price deflation of from three to ten percent over the decade. See Appendix 7. In other words, a dollar
bought more in 1890 than in 1880. so that workers whose nominal wages staved the same experienced an in
crease in buving power and hence an increase in "real wages”. Although most of the price indexes are based on
prices in Eastern Canada they should be relatively comparable, to B.C. If we accept this then all the figures
which are presented for 1890 in this paper. which are expressed in nominal dollers, should be viewed as un
derestimates vis a vis 1880 figures. See Wholesale Price Index, series J1-14, J34-95 and Import Price Indexes
J96 107 in M.C. Urquhart. & K.AH. Buckley Historical Stazistics of Canada, Toronto: MacMillan, 1965, pp.
291-300.
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The growth in the manufacturing sector was not led by the primary (staple)
manufacturing sector but by the secondary manufacturing sector. Table 12 demon-
strates that the secondary manufacturing sector grew from 59 percent of the manufac-
turing total in 1880 to 62.6 percent by 1890 while the primary manufacturing fell

from 40.8 percent of the total to 37.3 percent.

Using a measure of employment, (Table 11) or output (Table 10) the early secon-
dary sector was dominated by the consumer goods sector, particularly food & drink
and clothing & footwear. These two components of the consumer sector remained
strong in 1890-1 but the importance of consumer durables and semi-durables rose over
the decade as did the importance of producer goods, both consistent, to this point, with

the export base model.

Figures 3 and 4 show that beer and cigars with bakeries and confectionaries
(Appendix 6) led the food and drink sector, increasing by a factor of between 3 and 4
over the decade. The increase in both men’s and women's clothing offset the falling
production in the boot and shoe industry. All the industries which fell into the pro-
ducer goods category grew, led by the furniture making and upholstery industry.
Overall there was a slight shift of the output to secondary manufacturing and away
from primary manufacturing but the trend in employment was in the opposite direc-

tion. (Tables 10 and 11).

By the decennial vear of 1890 the British Columbia economy had joined the
Canadian one, thanks to the ties of the Canadian Pacific Railway, and the Canadian
economy was enjoving a round of prosperity which would last into 1892.7% The two
boom vears that followed the census saw a rapid filling in of secondary industries in
the province and an expansion of the primary sector. B.C. Sugar Co., the B.C. Iron

Works, a dogfish oil refinery, a shingle mill and a new sawmill were established in

246 Af1er a cyclical low whose trough was hit in 18&5; see Bertram, "Historical Statistics,” 135.
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247

these two years in Vancouver,”®” a woollen mill in New Westminster, and in Victoria,

a trunk and box factory®*® a roller and oatmeal mill and a paint works.?4?

Along with diversification came opportunities for provincial firms to begin
exporting their products extra-regionally. By 1891, the B.C. Soapworks was shipping
up and down the Pacific Coast, and was taking advantage of the connections offered by

the CPR to ship soap as far east as Calgary. T.B. Pearson & Co., clothing manufactur-

250

ers, were shipping their products to Winnipeg™" and B.C. Sugar was supplying the

prairie trade eastward as far as Medicine Hat.?

1 By 1894 the paintworks established
two years earlier were supplying a "considerable portion of the provincial trade," while
a chemical works established in 1893 was shipping to the whole province and parts of
the United States. Simon Lieser & Co., furniture manufacturers, were supplying cus-
tomers in Alaska and the Kootenays.”>> Perhaps the most unusual export trade was
conducted by the Victoria Rice and Flour Milling Co., established in 1895, which
exported milled rice to Hong Kong and Yokohama, after importing the raw product
from Hong Kong, Saigon and Bangkok. The company owned the 1.000 ton ship. the
Thermopylae "kept constantly employed carrying rice for this concern."?>* The estab-
lischment of a secondary manufacturing export trade is significant because it indicales
that the secondary sector has progressed beyvond the stage where it was entirely depen-
dent on the level of local economic activity generated by the primary sector. How large
or how sustained the extra-regional exports became is impossible to estimate because
this type of data was not routinely collected. However, records were kept for the part

of extra-regional trade which was also international trade and there is evidence for the

247 Vancouver Board of Trade, Annual Repor:, 1892, 21-22,
248 B C. Commercial Journal, 1.1, (March 1891) 12.14.
249 British Columbia Board of Trade. Annual Repor:. 1891 2, 23, & 1894- 5.

250 Victoria Niustrated, (Victoria: Ellis, 1891), 84 56.
251

a

Mary Isabella Rogers, B.C. Sugar, (Vancouver: n.p.. 1958 ). 15.
252 BC. Board of Trade. Annual Report, 18945,

253 Victoria iustrated, 80.
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increasing value of a manufactured goods international export trade. Statistics of

foreign trade show a steady rise in manufactured exports from British Columbia from
the early 1880’s up to 1892.2%*

But in late 1892 this diversification and the burgeoning export trade seems 10
have ground to a halt as British Columbia was caught up in a world wide depression,
exacerbated by an American financial crisis in 1893. The Bank of British Columbia

reported that:

nearly all of the leading industries of B.C. and on the Pacific Coast , viz. lumber, grain,
coal and fishing, have suffered more or less from the slackness of demand and the ex-

tremely low prices 1‘uling.755
The Vancouver Trades and Labour Council was lamenting the "large number of idle
workmen," and the mayor of Vancouver was forced to declare personal l)ankruptcy.256

In Victoria, the flagship of the manufacturing sector, Albion Iron Works?’ found the
bank "calling attention to the largeness of the company's overdraft and requesting that
it might be reduced to the limit of $50,000 with as little delay as possible." The com-

pany which had never posted a profit of less than $30,000 since being re-organized in

1882, recorded a loss of $15,801.17 in 1894.2°8

A variety of indicators suggest that this trough bottomed out in 1895 for the

Canadian economy as a whole.”> The three secondary manufacturing industries for

which there exist records of annual production through this period, brewing, cigar

254 Economic Council of British Columbia, Research Division, Staristics of Industry in B.C., 1871-1934,
{Victoria: n.p. 1937) , Table T7.

255 Vycroria Colonisi. March 10, 1893. 3. cited in Stanley Edward Ruzicka, "The Decline of Victoria as
the Metropolitan centre of British Columbia. 1885-1901." Unpublished M.A. Thesis. University of Victoria.
1973, 43.

256 Norbert MacDonald. "The Canadian Pacific Raiiway and Vancouver's Development 10 1900," British
Columbia: Historical Readings, ed. Ward & McDonald, 416-17.

257 "The Albion Iron Works stands at the head of manufacturing Industries in Victoria, and is second to
none of its kind on the Pacific Coast." Victoria Illusirated, 81.

258 Gee Figure 9, Chapter 7; Albion Iron Works. "Minutes of the Boards of Directors, September 5, 1893;
Albion Iron Works, Financial Statements, 1883-1901, 1894.

259 Bertram, "Historical Statistics," 135.
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making and ship building all show 1892 as the peak before the 1895 trough (see Fig-

ures 2, 3., 4) The Annual Reports of the province’s Boards of Trade suggest the same

cycle 60

In 1897 the Vancouver Board reported that "the business outlook is decidedly
more encouraging than it was 12 months ago" and the New Westminster Board stated
that "notwithstanding trade depression, industrial development has been going on in
the city." In that year an automatic can factory was under construction in New West-
minster, three new sawmills were being built and one expanding, and a brewery was
opening at nearby Sapperton.”®’ In 1899, in the midst of the Klondike boom, the Van-
couver Board reported that "It is safe to say that at no time within the past seven
years did general business prospects look so bright as at present," and at the end of
1900 "the past year will probably go down in local history as the most prosperous
year since incorporation."261 By the time the 1901 census was taken British Columbia
was again in a prosperity cycle, but on a number of different levels it was not the same

economy that was enumerated a decade earlier.

Beside mentioning the changing business prospects over the decade 1890-1900, the
Board of Trade Reports also recorded the prominence of "eastern companies establish-
ing branches" as well as remarking on the "purchase by English capitalists of the sal-

262

mon canneries, previously financed and supplied by (Victoria)."*®* Fastern capitalists
were making themselves felt in Victoria®®® especially by the presence of Victoria Rice

& Flour Milling Co, a branch of Mount Royal Milling and Manufacturing Co. of Mont-

real. In Vancouver the establishment of the B.C. Sugar Refining Co., financed largely

260 Vancouver Board of Trade Annual Report, 1896-7, 12; New Wesiminster Board of Trade, Annual Re-
port, 1897-8§.

261 Vancouver was incorporated in 1885. Vancouver Board of Trade, Annual Report, 1898-9, 1899-
1900.

262 Vancouver Board of Trade, Annual Report, 1892, 22.

263 Irene Elaine Robertson, "The Business Community and the Development of Victoria, 1858-1900" Un-
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by directors of the Canadian Pacific Railway was representative of the increasing

influence of eastern capitalists.’®* The role of British and eastern Canadian capital in

Vancouver was remarked upon by an investment analysis for Moody's Magazine:

Vancouver...arose before the earth and the soil began to pour wealth in large volume. It
came into existence not as a place of exchange, nor yet as a manufacturing center, but
more in response to the fiat of eastern capital.

British capital, in seeking investment. poured in to the Canadian west, and said, "let

there be a city" and there was a city.... Now the leading citizens are busy finding some-

thing for it to do;2¢s

Between the census of 1890-1 and 1900 the manufacturing sector in British
Columbia grew 75%26% yet this increase was below the rate of population increase of
82% (see Table 12).267 The difficulty in comparing the censuses of 1891 and 1901 is
that the definitions of an industrial establishment changed (see Appendices 1 & 2).
But the decline in manufacturing is more than an accounting illusion. Underlying the
changing enumeration questions and methods, changes also occurred in the foundation

of the manufacturing sector itself.

The primary manufacturing sector, for its part, more than doubled in size over
the decade, comprising over 80 percent of the total increase in manufacturing. This
jump is partly explained by increased GVP in the fish canning and log products indus-
try of over 70 percent each, but the largest contributing factor was the emergence of a

smelting industry which yielded over $4.5 million dollars in output, up from $10,500

published M.A. Thesis, University of Victoria, 1981.

264 Rogers. B.C. Sugar. 9. This influx of eastern business and manufacturing concerns has also been not-
ed by MacDonald, "The Canadian Pacific Railway and Vancouver's Development to 1900," Brizish Columbia:
Historical Readings, ed. Ward & McDonald.

265 Suif1. The Industrial Future of British Columbia.”

266 Canadian manufacturing output grew by only 2 percent if we compare gross output according to the
census. Taking Inwood and Chamard’s estimates and comparing only the output of firms of five employees
and over the growth is a more substantial 30 percent. Inwood and Chamard estimate that on this basis the
British Columbia manufacturing sector grew 86 percent over the decade. Inwood and Chamard’s estimates are
discussed in Appendix Two. Moreover the teal value of money increased over the decade so current dollar es-
timates under state real growth. See: Inwood & Chamard. "Missing Artisans,” p. 112; Canada Census 1891,
Vol. 3, Tables XII and XIIIL.

267 1 the decade prior the manufacturing growth rate had outsiripped population change by a factor of
three to one and in the following decade output grew at a rate twice as fast as population.
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in 1890 (See Figure 1 and Appendix 6).

The boom in the smelting industry followed a mineral boom in the Kootenay
region which ran through the 1890’s. Attempts at operating smelters in the 1889-1891
period faltered and it was not until smelters were "blown in" at Trail and Nelson in
1896 that the industry got on its feet. A boom in smelter construction which added 6

smelters to the provincial roster between 1899 and 1901 was accelerated by the com-

pletion of the CPR line into the Kootenays in 1899.%26°

Table 13
Disappearance of Industries from British Columbia, 1890-1915268

Enumerated in 1891 Enumerated in 1901 Enumerated in 1911

but not in 1901 but not in 1911 but not in 1915
Opium Mfg Coffee/Spice Mill Blacksmith
Baking Powder Fcty Drug Fety Ornam. Glass
Trunk/Box Fcty Electrical Apparatus Hops Pressed
Chemical Est. Mattress Fcty Interior Decorations
Furrier/Hatter Harness/Saddlery Metallic Roofing
Sorghum Syrup Fcty Coke Patterns
Wigmaker - -
Woolen Mills - Plumbing Supplies
Incubator Fcty - Pulleys
Musical Instr. Fety - Saws
Gunpowder Mills = Show Cases
Rope & Twine Fety - Meat Packing

Rubber Factory - -
Charcoal Burning - _

268 Canada Census, 1891, vol III; 1901, vol. I1II; 1911, vol. III; Postal Census of Manufactures, 1915. In
the case of the trunk and box industry the dissapearance may be an illusionof collapsing census categories but
the category into which it is collapsed, harness and saddlery dissapears the following census.

269 James Douglas Nicol, "Changing Spatial Patterns in the Lode Metal Mining Industry of British
Columbia, 1887-1945," Unpublished Master’s Thesis, University of British Columbia, 1971, 56-62; S.S.
Fowler, "Early Smelters in British Columbia,” British Columbia Historical Quarterly, 3, 3. (July 1939), 183-
201.
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Despite the booming primary sector (Figure 1) and the Klondike gold rush the
secondary manufacturing sector experienced a relative decline overall and many secon-
dary industries closed their doors for good. Tables 10 and 14 illustrate the relative
decline in the secondary manufacturing sector, specifically in those sub-sectors which
according to the export base theory define a maturing economy. Overall the share of
producer goods, finished and unfinished showed a relative and an absolute decline over
the decade, including those industries which supplied goods to the primary sector. The
consumer durable and semi-durable industries also experienced both a relative and an

absolute decline.

The only sub-sector of the secondary manufacturing sector that kept pace during

this decade with the population increase was the consumer food and drink industries

which were probably protected by their perishability (see Figures 3 and 4).27° The food
and drink sector grew despite the loss of a baking powder and a sorghum syrup fac-
tory and lucrative opium industry.

Records of companies that survive make it easy for us to trace the development
of successful firms and successful industries but there are very few systematic ways 10
find out about industries that failed. The census provides a partial answer by taking a
"snapshot” of the economy every ten years (five in the case of the postal census) which
occasionally captures those industries which failed. The census will of course miss
those firms and industries which grew and died between census years but Table 13
provides a suggestion of how many whole industries existed and died in British
Columbia between 1891-1915. Some of the industries which declined did so because
changing technology or preference reduced consumer demand (ie. harness making) and

this was not confined to British Columbia. British Columbia differed from the regions

270 This, despite the fact that many of the smaller firms in the bread, biscuits and confectionary
category were probably excluded by the 1901 policy of only enumerating firms with five emplevees and over.
The Opium industry was legal until 1908 but it is possible that public pressure had driven it underground by
1900.



95

with growing manufacturing bases in that these old manufacturing industries were not
replaced by the manufacturing industries which forced the change. When the the high
technology growth industries (chemical, rubber, and electrical goods) located in British

Columbia they folded within a decade.

It is difficult to know how much of the apparent decline between 1890-1900 in
the consumer clothing and footwear category, such as that in the boot & shoe industry,
and men's and women's clothes can be accounted for by the decision to enumerate only
those firms with five employees or over.2”! In the case of footwear the declining pro-
duction in the previous decade suggests that the footwear decline is real and in the case
of the clothing industry the closure of the wig factory and the hatter also suggest the
real nature of the decline. The decline in the consumer semi-durable sector largely

reflects the drop in the production of furniture and upholstery category from $391,300

in 1890 10 $119.100 a decade later’”® the decline of the carriage and waggon industry

and the closure of the woolen mill (Appendix 6).

Another sector, directly linked forwardly and backwardly with the primary sec-
tor is the producer goods sector, but here too an absolute decline in production took
place over the decade, a decline shared by some of the major industries which were
already at the factory production level by 1890. While the output of the "log pro-
ducts” (primary sector) industry grew by over 70 percent, the output of the forwardly

linked secondary industry, lumber products fell by 1wo thirds, and the output of the

shipbuilding sector fell by one half from the 1890 census.””® The two gunpowder mills

271 11 was precisely these "hand 1rades” indusiries that the census officials wanted to weed out. In 1890
the average employment per firm in this calegory was 4.4 empliovyees, so this category would have been one of
the most severely affected.

272 The elimination of a few small scale carriage manufacturers and the combination of the trunk and
box industry (1890 output $24,000) with harness and saddlery category housed in the consumer semi-
durable goods category account for a small part of the decline. See: Canada Census. 1901, 3, viil.

273 Shipbuilding statistics in the census (Appendix 6) appear at odds with statistics in the Tables of
Trade and Navigation (see Figure 2). As the economy gol more complex the census consolidated their indus-
1ry categories such that separately tabulated industries in 1890 like sawmills, shingle mills, pulp mills. staves
and spool wood were consolidated under the heading "log products in 1901 and 1911. "Lumber products”
subsumed planing mills, sash door and blind factories and excelsior. See: Canada Census, 1901, 3, viii.
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enumerated in B.C. in 1890 were apparently no longer in existence by 1900.?* Foun-
dries experienced dramatic declines, as did the leather and tanning industry, one indi-
cation that the apparent decline in boot and shoe makers and saddle and harness mak-
ers may in fact be real and not just a product of a definition change (see Appendix
6).27> The only industry to counterbalance these declining and disappearing industries
was the boiler making/foundry and machine works combination which experienced

modest expansion over the decade to 1900 but even it was to experience a decline in

the following 15 years.?”®

In their series of estimates designed to remove the bias caused by the exclusions
of small firms in 1900, Inwood and Chamard record absolute declines in British
Columbia’s textile industry, non-metal mineral products, iron and steel products.
wood products, petroleum and coal products, and declines relative to population
growth in the transportation equipment sector, clothing and furs, food and beverages

sectors. They record an absolute decline in their commodity sector "Consumer Durable

and Capital Goods" after they have compensated for the enumeration change.?”’

In summary, over the decade 1890-1900 primary manufacturing grew faster than
secondary manufacturing; the secondary manufacturing sector went into relative
decline and some of the secondary industries were in absolute decline. The growth of
the primary manufacturing sector pushed per capita manufacturing output in British
Columbia 10 $114.31, 31% over the Canadian average in 1901 and has served to mask

the decline of the secondary manufacturing sector.

274 A <maller part of the decline in this sector could be attributed to the five emplovee minimum. In
this category blacksmiths, boat builders, and sailmakers were among the firms that would have been excluded
as a result.

27 (O)ther industries like tin & sheet iron working and iron & linsmithing were no longer enumerated as
individual industries. Rather the output from these industries, which was relatively small in 1890, was
placed with the plumbing & tinsmithing industry. classified as a finished producer good. in 1900.

27¢ This is the subject of the following chapter.

277 Inwood and Chamard, "Missing Artisans....” pp. 110, 115-117; See Appendix Two.
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The decade 1900-1910 was remarkable for its rapid growth in the British Colum-
bia manufacturing sector. British Columbia’s population doubled over the decade, and
manufacturing output trebled, but the increase in manufacturing output was dispro-
portionately felt in primary manufacturing. In the Consumer Goods Sector only the
production of consumer durables and sundries kept pace with the population increase.
The output of the Clothing and Footwear sub-sector fell, in absolute terms by 45 per-
cent from $629,846 in 1900 to $383,973 (see Table 2) in 1910. This is largely
accounted for by the decline of the clothing industry (Appendix 6). Only 4 of the 53
firms producing men’s and women'’s clothing in 1900 still existed in 1910.?"® The Con-
sumer Semi-Durables experienced a dramatic decline, relative to both total manufac-
turing output and to population. This is in part due to the disappearance of the har-
ness and saddlery (which included the trunk and box making industries) sub-sector.
Since both censuses enumerated only those firms with five employees and over, no part

of this decline is attributable to the change in census definition.

In the Finished Producer Goods there was a filling in of new industries. The
increase in the Supplies to the Primary and Secondary Sector is attributable largely to
the establishment of two explosive plants. The introduction of two firms producing
"artificial ice", a saw maker and a fertilizer plant account for the remainder of the
increase. The production in the plumbing supplies and tinsmithing category were up
over 1910 but down relative to 1905 (Appendix 6). Twenty percent of the increase in
the output of the Finished Producer Investment Goods sector is due to the increase in
the value of railway shop repairs and another 11 percent is due to the inclusion of a
category for "Housebuilding" in this census. The remaining increase reflects an increase

in output in Boiler and Engine Making, Shipbuilding & Repairing, Foundries & Machine

278 Canada Census, 1901, Vol. 3 Table 5: Canada Census, 1911, Vol. 3 Table IX.

279 D.M. Thornton, "Victoria’s Relative Economic Decline: The Case of the Albion Iron Works," Unpub-
lished B.A. Honours Essay, University of Victoria, 19&4.
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Table 14

Percentage Share of Employment and Production
in British Columbia by Manufacturing Sector, 1880-191028¢

1880-1 1890-1 1900 1910
%of %of %of Joof %of Jof Foof Tof
empl. GVP empl. GVP empl. GVP empl. GVP

SECONDARY MANU.

Consumer 21.1 36.9 15.9 33.6 219 32.3 8.4 16.7
Finished Producer 8.4 11.7 13.7 25.4 11.2 10.1 17.4 19.2
Unfinished Producer 4.6 10.7 2.0 3.6 1.2 1.2 3.1 3.7

TOTAL SECONDARY
MANUFACTURING 341 592 31.6 62.6 333 43.7 291 39.6

TOTAL PRIMARY 65.9 40.8 68.3 37.3 65.6 56.3 70.8 60.4
MANUFACTURING

shops, in spite of the collapse of Victoria's largest foundry.?”

For its part the increase in Finished Producer Construction Goods, appears to be
largely the result of the consolidation of census categories and of business enter-
prises.”8! The net result of the change in the manufacturing sector over the decade is
mixed with growth happening in some of the sectors which characterize an advanced

manufacturing economy while in other sectors like clothing, which in some provinces

280 Canada Census. 1881, 1891, 1901, 1911. For data manipulation see Appendices 3 & 4. Due to
rounding errors columns may not total precisely.

281 15 1901 the census categories of sash, door & blind factories, planing mills, and excelsior were com-
bined into one category, "lumber products”. Sashes, doors and blinds fall into the Finished Producer Con-
struction Goods category while planing mills and excelsior strictly speaking out to be considered primary con-
struction indusiries, there being no real distinction between these processes and sawmilling. In the absence of
any data to apportion the "lumber products” category it is allocated to the Finished Producer Construction
category thereby biasing upward this as well as the total Finished Producer Goods total figure and biasing
downward the extent of primary manufacturing. A further complication results from the integrated nature
of many of the mills at the time. In 1910 the five mills of the British Columbia Mills Timber and Trading
Company produced, in various proportions. rough lumber, planed lumber, wooden boxes. briquets. sashes and
Goors, and prefabricated houses, making allocation teo different commodity categories problematic. For the in-
tegrated nature of British Columbia Mills see: Richard Mackie. "For Empire and Industry: Eric Hamber and
British Columbia," Unpublished manuscript, 1987. 9-3.
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contributed significantly to the overall manufacturing output, there was a substantial
decline. Primary manufacturing grew faster and produced more than secondary

manufacturing, in distinct contrast to the decade 1880-1 to 1890-1.

The five years 1910-1915 were years of slow growth compared to the previous
five, owing in part to a recession in 1913. The log product and lumber product indus-
tries suffered a major collapse as a result of this but the smelting and fish canning
industries compensated for the decline as did flour mills and butter factories, so the
primary sector exhibited overall growth (Appendix 6). In the food and drink sector,
bread and confectionary grew with the population but there was a drastic decline in
tobacco production. A considerable number of the consumer goods industries closed in
the five year period (Table 13) but some, like the carriage and waggon producers and
the dressmakers made a strong comeback. The furniture industry which made a mod-
est comeback in the decade 1900-1910 after a drastic production drop, plummetted

again 1o produce less than half of its 1880 production.

In the producer goods sector, the sector that is generally held to define a mature
economy there was a virtual collapse. The saw manufacturing plant that appeared in
the 1910 census disappeared and there were major declines in both the foundry and

boiler and engine building industries.

In the period 1880-1915, the economy of British Columbia did not progress along
the stages suggested by the export base approach. The decade 1890 to 1900 was pivo-
tal in 1hat il witnessed an actual "de-industrialization” in many of British Columbia’s
cecondary industries, including some directly linked to the primary industry where the
export base approach would predict linkages 1o be the strongest. This "de-
industrialization also occurred in 1900-1910 though at a much reduced rate, and then
again in the five year period 1910-1915. Aside from the consumer food and drink

industries. the secondary manufacturing sectors that grew, did so al a pace slower than
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population growth and growth in the resource sector.

A macro-study such as this one allows one to discern patterns in the manufactur-
ing sectors but it has difficulty addressing the question of why certain patterns
occurred and not others. The next chapter examines the boiler and engine manufactur-

ing sector in detail in order to attempt an explanation for the pattern in that industry.
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Chapter Seven

Losing Steam: The Boiler and Engine Industry, 1881-1915

..the sibilant sound of escaping steam, the whir of a myriad rapidly revolving wheels,
and half as many long connecting belts chasing up and down, pursuing and pursued, as
if all were engaged in a field race for dear life against swift winged time, the loud ring-
ing of numerous well plied iron hammers producing a veritable “anvil chorus."*

The anvil chorus that was ringing out of Victoria’s Albion Iron Works in 1883
sang of promise for the future of the newly formed company, for the city, and for the
province. That year Albion, the flagship of British Columbia’s manufacturing industry

282

and the province's largest manufacturer of boilers and engines posted an annual

profit of $40,692, a return of 22% to its shareholders.”®® The city was just awakening
from a slump that had lasted since the late 1870's. With the construction of the Cana-
dicn Pacific Railway, the Esquimalt and Nanaimo Railway and the local drydock, Vic-
loria seemed secure in its position as the commercial capital of Canada’s west coast.”®?
More than just a commercial entrepot, by 1890 Victoria would rank tenth among
Canadian urban centres in manufacturing output and first among Canadian ports in
tonnage entered and cleared: Albion would be the largest iren works north of San
Francisco.”®

At the end of 1910. however, Albion’s anvil chorus was no longer being sung in

Victoria. The city produced fewer manufactured goods than it had 20 years previ-

* Description of Albion Iron Works in Victoria, B.C. from Resources of British Columbua, V. 1. N. 6,
Aug. 1, 1883, p. 3.

282 For instance, Albion supplied 71% of all boilers and 75% of engines built in British Columbia and
installed in B.C. registered ships, 1871-1891. Data from the Registrar of Shipping and Canada, Department of
Steamship Inspection Records, Provincial Archives of British Columbia, (PABC) GR 806.

283 Albion Iron Works Financial Statements, (PABC).

284 peter A. Baskerville, Beyond the Island, pp. 46-&.

285 Canada, Department of Agriculiure, Census of Canada 1891. Bulletin No. 12. (Ottawa: July 1892),

39; British Columbia, British Columbia, Its Resources and Future Possibilities, (Victoria: Colonist, 1893) p.
76-7; R.T. Williams, William's British Columbia Direciory, 1892, (Victoria: Williams, 1892) p. 410.
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ously. The province which in 1890 had seemed to have already joined the industrial
age had instead slipped into the specialization of refining natural resource products. By
1915 census officials enumerated only one firm under the boiler and engine making
category where previously Albion had stood along with four others. Despite tremen-
dous growth in the economy the output of the British Columbia boiler and engine

manufacturing industry declined dramatically.

This chapter uses the production systems approach to examine the decline of the
British Columbia boiler and engine making industry and place this decline into the
context of the structural change in the British Columbia manufacturing sector. The
structural changes that appear as de-industrialization from a British Columbia perspec-
live are described as "centralization” from a central Canadian perspective so as a result
this chapter sheds some light on the process of centralization of Canadian industry
before World War 1.28¢ The decline of the British Columbia boiler and engine industry
was more than just a regional manifestation of "centralization” but a part of a process
of integration of British Columbia and Canada into a world-wide economic system.
This examination of the process of regional de-industrialization also illustrates how, in
the case of boilers and engines, the expansion of resource industries on the frontier was
linked to manufacturing growth elsewhere. The boiler and engine case study provides

an empirical base from which to test the extent and speed of the displacement of

286 That centralization of manufacturing occurred in this era is generally accepled but there is nothing
approaching a consensus on how or why this occurred. See: S.A. Saunders, Fconomic History of the Maritime
Provinces. (1939); R. Caves and R. Holton, The Canadian Economy: Prospect and Reirospect, (Cambridge.
Mass.. 1959); A. Faucher and M. Lamontagne, "History of Industrial Development,” in Marcel Rioux and Yves
Martins, ed., French Canadian Society, (1964); Gordon W. Bertram, "Historical Statistics on Growth and the
Structure of Manufacturing in Canada, 1870-1957." Canadiar Poluical Science Association Conference on
Statistics 1962-3. Papers. Canadian Political Science Association, 1963; Green. Regional Aspects of Canada’'s
Economic Growth: H. Pinchin. The Regional Impact of the Canadurn Jariff, (Ottawa, 1979); lan Drummond.
Progress Without Planning: the Economic Hisiory of Oniario. Confederaiion Lo the Second World War (Toronto:
University Of Toronto, 1987); John McCallum, Unegual Beginnings: Agriculiure and Economic Development in
Quebec and Ontario until 1870. (University of Toronto: Toronte, 19807; Recent contributions include: Morris
Altman. "Economic Development with High Wages: An Historical Perspective.” Explorations in Economic His-
tory, 25, 2. 1988 pp. 198--224 anc Morris Altman, "Resource Endowments and Location Theory in Econemic
History: A Case Study of Quebec and Ontario at the turn of the Twentieth Century.” Journal of Economic
History, VXLV, 7, (Dec. 1986 pp. 999-1009; Inwood & Chamard, "Missing Artisans,” See also the literature
more specifically written on the decline of the Atlantic provinces vis a vis central Canada, cited below.
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regional manufacturers in British Columbia by those from central Canada and the
United States and Great Britain. Beyond this, the case study allows an evaluation of

some of the explanations advanced to account for the decline of regional economies and

the centralization of Canadian industry.287

The boiler and engine industiry is important as a sectoral case study because it lies

al the heart of the discussion of the centralization of Canadian manufacturing,®® of

the relative decline of the Maritime economy and its failure to make the transition

2

from wooden hulls and wind power to iron/steel hulls and steam power 89 and is fun-

damental to the debate over the rise of Ontario relative to Quebec as a manufacturing
centre.?? As a key component of the SIC (Standard Industrial Classification) Iron and
Steel Category, and of what Dales and Gilmour call the Finished Producer Investment

Good Sector, the boiler and engine industry is generally regarded as an index of indus-

trial maturity.?®!

287 Several authors have argued that the debate over centralization has been long on rhetoric and short
on data and that a case siudy approach provides the most promising avenue of analysis, see; Inwood and
Chamard, "Missing Artisans,” p. 109; Green, Regional Aspects ¢f Canada’s Economic Growth. p. 68

78 From Pinchin:

The massive increase in concentration of Canada’s manufacturing sector in Ontario between 1880 and 1915 was

above all due to the rapid growth of the Canadian iron and steel industry (primary iron and steel and industri-

al machinery) in this region.

Regional Impact of the Canadan Tariff . p. 108.

289 Gee Saunders Fconomic Hisiory of the Maritime Provinces; L.D. McCann, "The Mercantile Industrial
Trancition in the Metal Towns of Pictou County. 1857-1931" Acadiensis, X, 2. {(Spring. 1981) pp. 29-64; P.
Felt and L. Felt, "Capital Accumulation and Industrial Development in New Brunswick," in L. Fischer and E.
Sager. Merchant Shipping and Economic Developmeni tn Arlantic Canada, (St. John's, 1979) pp. 57-70 and
Acheson, "National Policy;" George, Leader and Laggard. p. 10.

» R g ’ gb p

290 Faucher and Lamontagne, "Industrial Development.” pp. 259.260.264; Altman, "Resource Endow-
ments": See also D. Kerr, "Geography of the Iron and Steel Industry of Canada." Economic Geography, 35
(April, 1959 pp. 151-63.

291 A}iman, "Resource Endowments.” Table 2 shows that in 1900 boilers and engines made up half the
output and accounted for half the employvment in the SIC Iron and Steel Category. See: J.H. Dales, "Estimates
of Canadian Manufacturing Output by Markets. 1870- 1915." Papers. Canadian Political Science Association
Conference on Statistics 1962 and 1963; and James Gilmour, Sparial Evolution of Manufacturing: Southern On-
cario. 18511891, (Toronto: University of Toronto Depariment of Geography, 1972), p. 40; Bertram, "Histori
ca} Statistics.”
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Table 15
I'ngines and Horsepower Used by Primary and Secondary Manufacturing

Industries in British Columbia, Census Years 1890-1, 1900 and 1910%°2

Steam Gas Flectric % of all
No. H.P. No. H.P. No. H.P. H.P.
1890-1
Primary Mfg.
Brick/Tile/Pottery — 355 = = 5 - 2.9
Fish Canning - 674 - - - - 5.6%
Flour/Grist Mill - 386 - - - = 3.2
Log Products - 6.865 ~ = = - 57.0
[.umber Products ~ 938 - - - - 7.8
Smelting = 90 = - - ~ 0.7
Total Primary Mfg. - 9,308 = - - - 77.3
Total Secondary Mfg. - 2,732 = - = - 22.7
1900
Primary Mfg.
I'ish Canning 70 631 1 4 1 5 2.7
Flour/Grist Mill 5 328 - - 7 75 1.8
l.og Products 194 15,397 - - 3 47 67.1
I.umber Products 12 540 = ] 2 10 2.4
Smelting 34 2060 = - - = 8.9
Total Primary Mfg. 315 18,956 1 4 12 137 82.9
Total Secondary Mfg. 100 3,092 12 98 37 741 17.1
1910
Primary Mfg.
Brick/Tile/Pottery 20 1,173 - = 3 92 1.4
Butter/Cheese 16 133 - - - - 0.1
Fish Canning 70 649 16 168 9 78 1.0
Flour/Grist Mill 5 211 - - 2 100 0.3
Log Products 486 43,107 10 71 84 3,837 50.3
IL.umber Products 56 6.321 1 6 97 2,275 9.2
Smelting 56 3.909 = = 76 7.625 12.4

Total Primary Mfg. 673 54197 27 241 266 13915 74.8
Total Secondary Mfg. 250 15,715 49 292 475 9.025 25.2

292 1 69 Products include shingle and saw mills, Lumber Products include planing, moulding, and sash
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This study is particularly relevant since the period 1870-1915 was the "age of
iron and steam". It saw both the heyday of steam power and the first industrial appli-

cations of the internal combustion engine.?’® The boiler and engine industry supplied

94

the power which drove the Canadian industrial revolution® and was one of the

fastest growing sectors of the North American economy. The internal combustion

(gas) engine, especially was the innovative, "high technology" industry of its day.?*’

Finally, the development of the boiler and engine industry provides a means to
test the standard "staple” or export base theory because of the close backward linkages
to all the resource sectors in the late nineteenth and early twentieth centuries in Brit-
ish Columbia. The resource industries needed power and the closest backward linkage
to secondary manufacturing was to the boiler and engine makers who could supply it.
As early as 1860 saw and flour mills were using steam power and Victoria's lone foun-
dry, the forerunner of Albion Iron Works, was producing steam engines. In 1861 a
visiting naval officer remarked on the linkages between foundries and the resource

industries:

As a commercial. manufacturing and mining colony where engines, boilers &c., are like-
Iv soon to be in great demand for steamers, railways, engines, sawmills, &c., &c., foun-
dry work will become an important branch of manufacture in Vancouver Island.2%
Table 15 demonstrates how directly the manufacturers of boilers and engines

were tied 1o the resource processing sector. The saw and shingle mills alone accounted

for over half the steam engines and horsepower used in all British Columbia factories

and door factories.
Source: Canada Census 18¢1, Bulietin No. 8, p.20: 1901, Vol. IlI, Table VI; 1911, Vol. I, Table V1.

293 Jeremy Atack er a/. "Regional Diffusion and Adoption of the Steam Engine in American Manufactur-
ing." Journal of Economic History, 40, 2 (19801 281 308. P. W. O'Bannon and M. Schmitz, "Technological
Change in the Pacific Coast Salmon Industry 1900-1925: A Case Study.” Agricultural History, Vol. 56, No. 1,
(January 1982) p. 162.

294 This is especially so in British Columbia where by 1900 steam provided over 93% of industrial
power; Canada Census, 1901.Vol. 111 Table V1.

295 Inwood, "Economic Growth and Structural Change,” p. 10; and Atack et al, "Steam Engine in Ameri-
can Manufacturing”.

296 Ratiray, Vancouver Island and British Columbia. (1862), p. 111.
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between 1890 and 1910. Primary manufacturing alone accounted for three quarters of
the horsepower used. Moreover, the figures in Table 15 understate the extent of the
linkages between the resource sector and the boiler and engine makers because it
doesn’t capture the increasing use of steam powered "donkeys" to yard logs in the
bush.””7 or steam engines used to haul ore at the mines. Table 1 also excludes fish

boats which increasingly relied on steam and gas power, as did the sealing and whaling

vessels. Even agriculture was adapting the steam engine to tractors and harvestors.?’®

Finally the transportation sector, in so much as it was used to haul resources, was a
backward linkage of the resource sector and it was demanding growing numbers of
boilers and engines (see Figures 5-10). According to the staple or export base theory

the production of boilers and engines ought to grow in proportion to the "linked sta-

ples" once initial thresholds are reached.??

Partly by coincidence, but partly owing to the importance of the industry there is
good documentary data on the production of boilers and engines available from the
decennial census for the years 1880-1, 1890-1, 1900, 1910, and the postal censuses of

ranufacturing

g in 1905 and 1915; data on the use (consumption) of engines was pub-

lished in the 1901 and 1911 censuses. Because of the danger of explosion, boilers
became the first industrial products in British Columbia to be routinely inspected by
the government. Information on the manufacturer and purchaser of all boilers

installed in ships operating in B.C. was routinely collected and records survive for the

297 A detailed discussion of the backward linkages of logging see: Patricia Marchak, Green Gold: The
Forest Industry of British Columbia, (Vancouver: University of B.C., 1983) pp. §-13; Robert D. Watt. "Early
British Columbia Sawmill Machinery: 1869, Marerial History Bulletin. No. 21, (1977) pp. 47-54; R. Griffen,
"Shingle Sawing Machinery in B.C. 1901-1925." Material History Bulletin, No. 13, (Fall 1981) pp. 21-38.

29 The increasing use of steam engines in the mining, fish processing, logging. sawmilling and agricul-
tural sectors is recorded in the annual "Report of the Chief Inspector of Machinery " British Columbia Sessional
Papers. 1902-1915. For details on the interlinkages of specific resources and manufacturing sectors see: Dun-
can Stacey, Sockeye and Tinplate: Technological Change in the Fraser River Canning Indusiry. 1871-1912
(Victoria: B.C. Provincial Museum, Heritage Record No. 15, 1982). O’Bannon and Schmitz, "Technological
Change in the Pacific Coast Salmon Industry 1900-1925" pp. 151-171; Griffen. "Shingle Sawing Machinery in
B.C.1901-1925."

299 See the discussion in Chapter 2.
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period 1860-1910.3%° The same information was collected during inspections of land
based boilers as a result of the British Columbia Steam Boiler Inspection Act of
1901.3° The Register of Shipping provides a further set of data which runs from 1860,
recording the manufacturer, specifications, and owners of all engines installed on ships
registered in a British Columbia port.**? These "market” statistics are presented along-
side evidence from the business records of Albion Iron Works, B.C.’s single largest
supplier of boilers and engines before 1900. The combination provides six indepen-
dently collected sets of data which describe some aspect of the production, use, owner-
ship, and the relationship between owner and supplier of boilers and engines, over all
or large parts of the period under study *"* Moreover, the boiler inspectors, who com-
piled much of this information, were in a privileged position, as one of them noted in

his 1908 report:

As vou are aware, Sir, few Government officials (or others, for that matter,) have the

300 Canada, Steamship Inspection Records, Provincial Archives of British Columbia, (PABC) GR 806.

301 The original inspection records have not been located for all the stationary boilers but the place of
manufacturer and the region of the province that they were installed in is available from the annual reports
of the B.C. Inspector of Machinery. Printed in B.C. Sessional Papers 1902 to 1915.

302 Canada, Registrar of Shipping. For the period under consideration British Columbia had three ports
of registry: Victoria, which opened either in or before 1860, New Westminster which opened in 1880 and
Vancouver which was declared a port of registry in 1890. Registries for Victoria. 1867 10 190&, New West-
Tinster for 18801913 and Vancouver for 1890-189& are available at the National Archives of Canada
{NAC) on microfilm. Copies of some of these are alsc located at the PABC as are the registries for Victoria,
1860 1%66. Bevond these dates the regisiries for Victoria ate kept at the Victoria Custom’s House with the
exception of the Registry from 190&-1911 which is presently missing. The unmicrofilmed registries for New
Westminster and Vancouver are held at the Vancouver Customs House.

303 ()f course none of these sources are without their bias. Production data may be skewed by virtue of
the fact that foundries occasionally produced boilers and engines and boiler factories may have produced other
commodities. As a check 1 have provided figures both for the boiler/engine indusiry and the larger secondary
iron and steel industiries which include makers of agriculiural implements, fabricated steel, structural steel,
hardware and 100ls. household. office and store machinery. machines and boilers. primary iron and steel and
wire products. None of these records of usage capture engines (or. before 1902, boilers) that were exported
from British Columbia but the Tables of Trade and Navigation illustrate that these were rately exported
internationally. Neither ate engines that were shipped 1o points in Canada east of the B.C. Alberta border
captured. The evidence does show that outside the Lower Mainiand of British Columbia, B.C. engine makers
had a hard 1ime competing with eastern manufacturers even within B.C. and the closer one gets 10 the Alberta
border the less success B.C. engines had. As a result it seems unlikely that there was substantial "exports” to
other provinces. The available data does not allow us to capture ship engines installed in vessels that were
not registered nor does it capture stationary engines. Atack et al, record that in the western United States,
nowever, the steamship market was the first and largest consumer of steam engines and in British Columbia
the vast majorily of these were registered. Moreover. there is no a priort Teason 10 suspect that the
purchasing/consumption patterns should vary between registered and unregistered vessels nor between sta-
tionary steam engines and the steam boilers (for which we have data) which they inevitably required. Atack
et al, "Steam Engine in American Manufacturing”.
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same opportunity of "feeling the pulse” of general industry as your Inspectors of
Boilers, for as "coming events cast their shadows before,” so do we become aware of in-
creased industry by reason of going over the specifications of new plants, the additions
to existing ones, and the inspection of dormant steam plants which are again to be put
in operation,3™

Noting one "shadow" the inspector added "the past year has not been a very bright one

in manufacturing and industrial branches."3%°

Table 16
Production Statistics of the British Columbia Boiler and Fngine Making

Industry For Census Years 1880-19153%%

Year Est.  Capital Empl Wages Materials  Gross Output
$ $ $ $
1880-1 2 6,300 5 4,100 3,000 §.600
1890-1* 1 26,000 18 10,000 50,000 75.000
1900 3 739,200 & 181,400 100,150 367,025
1905 4 990,522 343 216,040 n/a 450,320
1910 5 601,728 310 232,116 213,075 607.216
1915(1) 1 95,633 367.198
1915(2) 1 31.878 122,399

304§ Baxter in "Report of the Chief Inspector of Machinery” British Columbia Sessional Papers, 1909. p.
Mi11.

305 od.

306 A¢ there were less than three firms in this industry the individual industry figures were not pub-
lished. The figures for 1915 are estimates derived from subtiracting the known output of Boiler and Engine
manufacturing firms in Ontaric, Quebec, and Nova Scotia from Canadian 1915 totals. The production listed
here under 1915(1) is the remaining national total which was comprised of the output of one firm each from
B.C.. Manitoba and P.EL As such it is the theoretical and practical maximum that would be accounted for
by the B.C. firm if the firms in Manitoba and P.E.L had zerc output. The preduction opposite 1915(2) is
probably much closer to the actual B.C. production and is the total production of the B.C.. Manitoba, and
P.E.L firms divided by three. Using either estimate it is clear that production in this industry fell by at least
40% and probably closer 10 0% in the five vears 1910-1915.

* For discussion about the reliability of the figures for 1890 1 see Table 17; Source: Canada Census 1881, Vol.
1II; 1891, Vol. IlI; 1901, Voi. I1l; 1911, Vol. Il]; and the Postal Census of Manufacturing, 1905, 1915.
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One of the shadows that the boiler inspectors could see was the declining for-
tunes of the industries located in what is now called the Iron and Steel (SIC) Category.
Overall the whole SIC category containing boiler factories, engine factories, foundries,
machine works, specialized engine and foundry work etc. exhibited a pattern closely
paralleling the whole secondary manufacturing sector declining relative to both the
I? itish Columbia and Canadian economy.

Iocation Quotients: British Columbia Iron and Steel Fabricating Industry3??

1880 1890 1900 1910 1915
0.40 1.14 0.59 0.54 0.25

If we go further and isolate the boiler and engine making sub-sector as a case study we
see the same general pattern of decline occurring, with two differences. First, the
decline in this industry is five to ten years behind the general decline in the secondary
manufacturing sector and the SIC Iron and Steel category. and second, the decline is
not just a relative one (See Table 16). Census coverage problems together with prob-
lems of allocating the production of establishments to the SIC commodity groupings
caution against relying too heavily on the census data, but the same pattern of indus-
trial decline is independently verified by the share of the British Columbia market for

boilers and engines, held by local manufaciurers.
All three markets for the products of the boiler and engine industry for which

we have evidence®”® exhibit the same trend when we explore how much of the British

Columbia market was being captured by local firms. Local manufacturing displaced

307 See Pinchin, Regional Impact. Table A-16. For explanation of location quotients see Chapter 5. For
the decade 1890-1900 Inwood and Chamard record a real decline of 6%. relative to a population growth of
48%. in the Iron and Steel SIC Category after extracting the effects of the changing census definitions. Inwood
and Chamard, "Missing Artisans,” Appendix.

308 After 1902 all boilers for stationary engines (not supplying steam to engines powering either boats
or trains) and boilers installed on marine vessels were inspected annually and so boiler records are essentially
complete (theyv exclude railway locomotive beilers). Prior 10 1902 boiler records are for those on marine
vessels onlyv. Despite this partial coverage there is no a priori reason te expect sampling bias; further the post
1902 market-share trend in both types of boilers is very similar. Engines records are for those installed on
ships only. There doesn’t appear 10 be any reliable way to tell what share of all engine production this ac-
counts for or what sampling bias this sample may include.
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imports and captured the dominant share of the market very early. Even in the five
year period before Confederation British Columbia firms produced 60% of the marine
boilers installed in the colony and this figure had reached nearly 90% ten years later.
British Columbia manufacturers were less successful in displacing foreign engines but
still supplied two thirds of the local marine engine market by the five year period
1881-5. But the regional effect of the "National Dream" was obvious even in the first
five years after the completion of the Canadian Pacific Railway (CPR) in 1886 as the
share of the market held by local manufacturers plummetted, and fell again in the
1891-5 period. The Klondike Gold Rush spurred a modest recovery for the British
Columbia firms, which were well located to take advantage of the increased demand
for shipping (see Figure 2), but this too had peaked before 1905 and the market share

of British Columbia firms steadily eroded through to World War 1.

A declining share of the regional market does not necessarily imply declining pro-

duction if the regional market itself is growing quickly.3"? In the case of marine steam
boilers, the market actually declined overall in the fifty years under study due partly
to the increasing popularity of gas engines, so absolute levels of production in British
Columbia did fall. Moreover, the period of the most dramatic growth in the market
coincided with no increase in the output of British Columbia built marine engines. (See

Figure 6).

The case is slightly different with marine engines as British Columbia firms built
both steam and gas engines. There was tremendous growth in the engine market so
despite a falling share of the market there was still growth in output of local marine
engines until the five years 1906-10 when the market doubled in size while the output
from British Columbia firms actually fell in absolute as well as relative terms (See

Figures 7, 8). For stationary boilers the market contracted in the six years after 1902,

309 1t could be for example, that local manufacturers were unable 10 "keep up with the demand” and an
Increasing amount of imports were necessary to supply the local market.
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expanded from 1908-1912, and then fell off sharply with the depression of 1913.
During the 1908-1912 boom however, British Columbia firms did increase their output
despite barely holding their own share of the market (see Figures 9 and 10). In sum-
mary, British Columbian firms captured a declining share of markets that, in the case
of the marine boilers, were not growing, or in the cases of marine engines and land
boilers, were not growing fast enough to prevent this from translating into an absolute
decline in output. It is alsc clear in the case of marine engines and stationary boilers,
and at the more general level, from Bertram's and Pinchin’s indices of regional speciali-
zation (see Chapter 5) that the decline of boiler and engine manufacturing in British
Columbia was the regional manifestation of a process of integration into a continental
and international economy. British Columbia manufactures were being displaced by

Eastern Canadian, American and British products.

In all three markets there was a three stage pattern. In the first stage, prior to
the arrival of the CPR, British Columbia manufacturers displaced principally American
and British manufacturers. In the second stage which lasted from the arrival of CPR
in 1886 to nearly 1900 (this happened later with land based boilers) Eastern Canadian,
principally Ontario manufacturers displaced British Columbia producers. Ontario
manufacturers produced the overwhelming share of boilers and engines from eastern
Canada. For example Ontario firms produced 93% of the boilers made in eastern
Canada and installed in British Columbia ships. Fifty-two percent of these were pro-
duced by a single firm, John Doty and Sons, and a further 25% of the Ontario boilers
were produced by Polson Engine Works, both in Toronto.3!? In the third stage, in the
ship engine market, and marine boilers the Ontario firms found themselves forced out

of the market by American and British firms, respectively.

310 Canada, Board of Steam Ship Inspection Records, PABC.
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What happened, at least with regard to the market shares of British Columbia
manufacturers, is reasonably clear -—— at a macro-level. The difficult, and still essen-
tially speculative venture is to identify the mechanisms which underlay the continen-
tal integration of markets for boilers, engines and, apparently, other manufactured
goods. While in the case of the Atlantic provinces, the debate over the mechanisms is
well underway and various hypotheses proposed for this national, international and
continental integration, there is little empirical evidence, and no general consensus.
With regard to the west coast of Canada, however, this process remains largely unex-
plored. In the absence of the necessary "spade work," tracing the transfer of manufac-
turing linkages from one location in space, economic and geographic, remains a hoary
problem embedded., as it is, in shifting structural frameworks. As a result, the follow-
ing attempt to explain the process, illustrated by the boiler and engine industry,
should be regarded as an exploratory venture. As such, it focusses primarily on the
displacement of British Columbia manufacturers by Ontario firms in the post 1885 era
as this was common to all three markets and comparable census data exists for

Ontario.

There are two analytical approaches that have dominated the search for an expla-
nation of Canadian economic patterns: the first falls broadly under the rubric of ortho-
dox economics and often cast in an export base framework and the second, the neo-
Marxist, "structuralist” or dependency framework. Both have been described in
Chapter 2. The third approach, the production system approach, starts with the pro-

duction function common to both major approaches.

The dependency approach is rarely this explicit but both it and the orthodox
approaches converge at a fundamental level. Investment in manufacturing is seen as a
result of a calculation based on anticipated profits (or rates of exploitation) compared

to those available from alternative investments. In other words if manufacturing in
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British Columbia was more profitable than alternative uses of capital then it would
have been pursued, if not by local capital, then by imported capital. Profit, expressed

as an equation yields:
profit = [(revenue/unit of output) - (cost/unit of output)]Xn

where "n" is the number of units of output and X a recognition that there are
economies and diseconomies of scale. If we accept, for the purpose of discussion that
firms are small relative to the size of the market®!! then they must sell their products
at the fixed market price. As a result differences in levels of profitability must be
sought at the different input factor price level because revenue/unit of output will not
vary between firms.3"? A composite cost function, a list of all the costs that go into

production (and in this case distribution) of one unit of output:

Total Cost = Costs of (Labour, Capital, Material Resources Used. Transportation,
Entrepreneurial Talent, Tariffs)

It follows that if eastern firms were able to produce and deliver goods to British
Columbia at a lower cost than British Columbia manufacturers could and therefore be
more profitable, then the answers as to why ought to be found in an examination of
the relative costs of Labour, Capital, Resources, Tariffs, acquiring Entrepreneurial

Talent or Transportation, or in the economies of scale/agglomeration economies

(Xn).*'* Examining the cost and the evolution of the structure of the costs of each of
the factors of production should enable one to come 10 a conclusion as to which were
the determining factors in any particular development process, and if the analysis goes

deep enough, 10 explain how these became the determining factors.

311 This is the case for British Columbia firms telative to the national market after the arrival of the
CPR. The assumption doesn’t hold when one considers the large national firms but this prejudices the discus-
sion in favour of the orthodox approach. Copithorne, A Neo-classical Perspective, p. 1

312 This assumes a homogenous product -- an assumption I considered in morte detail below and a con-
sistent level of technology in the capital goods used 1o produce the product.

313 From a dependency point of view one could argue that "n" is a function of market control, rather
than an independent variable.
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Figure 9
Number of Stationary Boilers Installed in
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First then, lets turn our attention to tariffs, taking them respectively, as a depen-
dent variable and briefly examining how the tariff schedule evolved, and as an
independent variable and the effect of the cost schedule on individual British Columbia
firms. Once British Columbia joined Confederation in 1871, the adoption of the Cana-
dian tariffl (which happened in 1872), and the National Policy tariffs in 1879 were
unavoidable. But as Clow has argued with respect to the Maritimes, the decision to
join Confederation was neither inevitable, nor irreversable.3* When British Columbia
entered Confederation in 1871 it burst into a new political network with unfamiliar
institutions including that queer beast known as "responsible government". While oth-
ers have recorded that the economic effect of Confederation was not immediately
apparent,®!® the union of B.C. and Canada set in motion the train of events which later

produced the National Policy with its sudden and dramatic effect on British Columbia.

The National Policy is frequently cited by the dependency "school” as a primary
villain which caused, or at least encouraged the decline of various regional
economies.>!® In this analysis, the National Policy tariff schedule was a product of

Ontario and Quebec manufacturers;*!” there is plenty of evidence that the framers of

the national policy intended it to provide markets for central Canadian manufactur-

ers.*!® Pinchin argues that at an aggregate level there is no disputing the fact that tariff

314 Clow, "The Maritime Challenge.”

15 McDonald, "Economic Development of British Columbia,” p. 375; R. Pomfret, The Economic Develop-
ment of Canada, (Metheun, 1981) p. 191.

316 Clow, "The Maritime Challenge,” p. 130; Acheson, "Empire Canada;” pp. 92-5; Inwood considers and.
rejects this view, "Economic Growth and Structural Change,” p. 12.

317 In other words, it is a dependent variable; for a summary of some of the approaches to the National
Policy, see Dales. "National Policy Myvths...". For a recent look at the conjunction of interests between the
federal government and the manufacturing interests of Ontario and Quebec, see Ben Forster, A Conjunction of
Inierests: Business. Politics. and Tariffs. 1625-1879, (Toronto: University of Toronto, 1986) pp. 182-200.

318 Not ieast from the lips of Sir John A. Macdonald himself:

I believe that, by a fair readjustment of the tariff... we shall grow up a good, steady and mature trade between
the Provinces, rendering us independent of foreign trade, and not, as New Brunswick and Nova Scotia formerly
did, look to the United States or England for trade, but to look to Ontario and Quebec, -- sending their products
West, and receiving the products of Quebec and Ontaric in exchange. Thus the great policy, the National
Policy...would be attained.

(House of Commons, Debates, 1878, p. 858) and from Sir Charles Tupper:

under the National Policy that Canada has adopted we must look forward not only to building up thriving cen-
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policy had the effect of encouraging the centralization of manufacturing in Ontario and

penalizing the regional economies.>!® Melvin has provided a theoretical model which

demonstrates that Pinchin’s conclusions can be made consistent with neo-classical

economic theory.3?°

The centralizing effect of the tariff appears to have an empirical basis and theoret-
ical justification in both orthodox and dependency schools. However, when one con-
siders the tariff schedule as an independent variable vis a vis the British Columbia
boiler and engine industry it is difficult to find an appreciable effect of the tariffs on
the de-industrialization process. Clow argues that the tariff had a negative effect on
Maritime manufacturing by artificially stimulating uncompetitive industries which

were unsuited to the Maritimes and by encouraging over-expansion as regional

321

manufacturers anticipated servicing a national market. Whatever merits these

322

hypotheses may have regarding the Maritimes,”** neither of these problems were faced

by British Columbia boiler and engine manufacturers. British Columbia firms often

d:323

found that they could not keep up with local deman this suggests that mis-placed

tres of industry and enterprises all over this portion of the couniry, but to obtaining a market for these indus-
tries after they have been established:

(House of Commons Debares, April 15, 1880, pp. 1424-5); cited in Craig Brown, "The Nationalism of the Na-
tional Policy," in D. Francis and D.B. Smith, Readings in Canadian History, Post Confederation, (Holt,
Rinehart and Winston, 19%6) p. 47.

319 Pinchin, Regional Effect of the Tariff. pp. 1-21, Appendix A.

320 jymes R. Melvin, "The Regional Economic Consequences of Tariffs and Domestic Transportation
Costs," Canadian Journal of Economics, XVIIL, 2, (May 1985) pp. 237-257.

321 Clow, "The Maritime Challenge,” pp. 128, 131.

322 Actually Clow doesn’t test this hypothesis with evidence but there is some evidence that the nation-
al policy did encourage the expansion of Maritime manufacturing or at least retard the centralization process.
Inwood. "Economic Growth and Structural Change,” p. 12; Peter DeLottinville, "Trouble in the Hives of Indus-
1rv: The Cotton Industry Comes 1o Milltown, New Brunswick, 1879-1892," Historical Papers, (Montreal,
1980}, pp. 100-115.

323 Evidence 10 this effect from the Reports of the Inspectors of Machinery:

The boiler makers of British Columbia have never been so busy as they were during 1902. Contracts and
demands for new boilers have been so pressing that they have been compelled to install new and modern tools
in their shops in order to cope with the business, and many orders have been placed outside the province be-
cause local firms could not promise early delivery.

B.C. Sessional Papers, 1903, p. L11; from the 1906 report:

.there has been an increase in the number of new boilers built during the year over previous years. These
have been principally for log hauls, the demand for which class of boiler, owing to the increased market for
lumber, taxed the manufacturers to the limit... In many cases purchasers who would have preferred their
boilers built in British Columbia were compelled to import them from Seattle...."
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specialization and over-expansion were not problems.

Under the terms of union British Columbia had the right to keep the pre-
Confederation tariff schedule until the province was joined to Canada by a railway but
the province opted to adopt the Dominion tariff in 1872. Prior to 1872 imported
boilers and engines were not specifically named in the tariff schedule and so were
charged the 12 1/2% rate. With the adoption of the Dominion tariff the boiler and
engine tariffs rose to 15% if the equivalent was being produced in Canada, and free if

not (again they were not specifically named and hence fell under the general tariff).

With the adoption of the National Policy Tariffs in 1879 the tariff on all boilers and

engines, whether or not they competed with domestic production, rose to 25% and was

maintained at this level in the tariff revision of 1898.3%4

Before the arrival of the CPR in 1885 the tariff undoubtedly gave British Colum-
bia producers some protection against American and British competition but thereafter
they shared the protection with the eastern Canadian firms that were directly respon-
sible for the decline in B.C.'s market share. A brief glance at Figures 6 shows that
American boilers were an inconsequential part of the marine boiler market before and
after the National Policy tariffs and that while British made boilers were a decreasing
share of the market throughout the period of increasing tariffs, their share of the
market jumped dramatically after 1896 in spite of the high tariff. Due to the British
Preferential Tariff British producers had a slight advantage over American firms in the
Canadian market. However, Figures 7 and 8 illustrate that British manufacturers cap-
tured a steady 10% of the British Columbia (registered) ship engine market before and
after the tariffs. While the share of the U.S. manufacturers fell coincidently with the

rising tariff up to 1890, their share increased thereafter, despite the high tariffs to

B.C., Sessional Papers, 1907, p. K17.

324 For British Columbia tariffs before Confederation see: Mallandaine’s 1871 Victoria Directory. pp.
95_8. For Dominion 1tariffs see The Canadian Almanac and Repository of Useful Knowledge for the Year 1873,
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dominate the British Columbia engine market by 1910. To some degree the protection
against American competition was ameliorated by preferential freight rates which the
Canadian Pacific Railway accorded American shippers.*®®> The tariff may have had an
adverse affect on British Columbia manufacturers if they had to import materials that
eastern producers obtained domestically. Evidence presented below however, suggests
that inputs were no more expensive in British Columbia than elsewhere. Thus, though
detailed research is lacking the tariff structure seems to not to have caused the decline

of the British Columbia boiler and engine industry.

The one aspect of the National Policy which did affect British Columbia immedi-
ately was the completion of the Canadian Pacific Railway. From supplying 3% of the
ship engines installed in British Columbia in the five years before the completion of the
railway, eastern Canadian manufacturers supplied 37% of the British Columbia market
in the five years following. Similarly, from no presence in the British Columbia
market for ship boilers eastern Canadian producers supplied 45% of ship boilers in the
five years after the arrival of the CPR, rising to 55% of the British Columbia market in
the period 1891-5. Despite the ongoing debate over whether the national policies had a
positive or negative effect on Canadian economic development it is clear that they had
an immediate and important effect on British Columbia. The sudden influx of eastern
Canadian and American boilers and engines is evidence that the Pacific coast was join-
ing the continental market economy and that the growth of manufacturing in Ontario

and the northeastern U.S. was linked 1o the resource industries of British Columbia.

In the absence of evidence it has been assumed that the sudden Ontario penetra-

tion of the British Columbia market (where this was even noticed) was the result of

{Toronto: Copp Clark) pp. 49-50; ibid. 1880, p. 69; 1901. p. 73.

325 See Reports upon Railway Commissions. Railway Rate Grievances and Regulative Legislation, in Cana-
da, Sessional Papers, 1902, 20A, pp. 70-3; the Board of Railway Commissioners quashed this differential rate
in 1906 but the CPR was evidently still giving American shippers preferential rates until at least 1909: Board
of Railway Commissioners, Transcripts, National Archives of Canada (NAC) RG 46, vol.11-12, file 542, case
105, (March 23 1906); Vol. 34, (February 23 1909), pp. 3§94-5.
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the lowered transport cost which resulted from the rail connection. To date, however,
how the freight rate structure affected B.C. remains to be fully investigated but this
assumption seems problematic. First, assuming that eastern manufacturers had to pay
something to the Canadian Pacific Railway to ship goods to the British Columbia
market, then, even if the effect of the CPR was to lower the real costs of transporta-
tion, eastern manufacturers still had to pay more to ship to coastal British Columbia
markets than did British Columbia manufacturers.>?® To overcome this transportation
cost difference, eastern manufacturers must have had a previous advantage with
respect to one of the remaining factors of production: capital, labour, entrepreneurship
or materials. Indeed, the cheaper cost of eastern manufacturered goods was evidently
a fear of British Columbia businessmen. In 1883, the Victoria Colonist newspaper

warned:

In the unmistakable revival of business interests, the upward tendency of real estate
and the general prosperity throughout the province, the establishment of more
manufacturing industries should not be lost sight of....

A beginning must be made now, in order that the first year of struggling may be over

before the completion of the CPR - and the consequent leveling of prices down to al-

most eastern rates which that event will bring about.*?’

The question to be answered is why was it cheaper 1o produce goods in the east?

The second part of the transport relations question is whether or not the CPR
actually did reduce the transportation rates for eastern manufacturers to the coast.

Fvidence is scanty but where it exists it suggests that the CPR set its intercontinental

freight rates so as to be competitive with existing ocean freight rates.?® The

326 Agsuming for the moment that the total British Columbia market was located on the coast, an as-
sumption which is essentially accurate until the 1&90°s.

327 Editorial in the Daily British Colonist, (February 1883) cited in the Resources of British Columbia,
(March 1, 1883),1, N. 1, p. §.

328 In the judgement of the Commissioner of the Inquiry into freight rate discrimination, S.J. McLean:
"The tariffs on transcontinental shipments are based on assumed operation of ocean competition in regards to
all lines of shipments.” McLean notes that some ocean rates were so low the railway cannot meet the competi-
tion. Reports upon Railway Commissions, Railway Raie Grievances and Regulative Legislation, in Canada, Ses-
sional Papers, 1902, 20A, pp. 70-1; The CPR acknowledged that its rates 1o B.C. coastal points were sel 10 just
meet ocean competition in their response "Responses of the CPR to Grievances submitted by S.J. McLean,
Commissioner of Railway Rate Grievances" dated Montreal December 2, 1901 and signed by G.M. Bosworth,
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completion of the CPR likely reduced the real cost of transportation to the coast from
eastern Canada, not by lowering the dollar/pound cost of shipping but rather by
reducing the amount of "turnaround” time of orders and capital as well as the cost of
servicing the western market with sales representatives.329 The CPR apparently caused
capital and labour in British Columbia and eastern Canada to change their economic
horizons or "planning space”. Suddenly, the Pacific coast was closer to Canada, in
terms of the time it took a sales agent to travel, the time it took for orders to be
received and goods delivered. This is particularly important in the case of boilers and
engines where a large percentage were cusitom ordered. John Weaver records that
Hamilton manufacturers quickly seized the opportunity provided and "formed national

sales networks as swiftly as the CPR laid track."*"

A third aspect of the question examines how the transportation rates, particularly
Lo the interior of British Columbia and the western prairie markets, the "natural
hinterland" of Vancouver, were set. Until the early 1900's the principal market
between Winnipeg and Vancouver was the Kootenay district of British Columbia and
thereafter, the prairie west. British Columbia was geographically situated much closer

10 both of these markets than the southern Ontario manufacturers but was excluded

as well as in a letter from W.R. Mclnnes, Freight Traffic Manager 1o F.W. Peters, Assistant Traffic Manager,
dated 17 February 1903. and cited in Board of Railway Commissioners, Transcripts. RG 46, vol. 10, (March
6, 1906) p. 4173; Canada, Department of Railways and Canals, Office of the Commissioner on Railway Rate
Grievances. in NAC. RG 43, "Evidence”.

329 "I the case of shipments by water, there is the question of the lime taken up in transportation, and
in the interest on capital locked up in the shipments. as well as the cost of insurance. All these tend on cer-
tain lines to give the railways an advantage in competition." S.J. McLean. Reports upon Railway Commissions,
Railway Rate Grievances... p. 71.

330 Jonn C. Weaver, "The Location of Manufacturing Enterprises: the case of Hamilton's Attraction of
Foundries, 1830-1890," Crirical Issues in the History of Canadian Science, Technology and Medicine, ed.
Richard A. Jarrell & Arnold E. Ross, (Tornhill & Ottawa: HSTC Publications, 1983), 197-217; The early
prominence of eastern Canadian branch and sales offices has been noted by LE. Robertson, "The Business Com-
munity and the Development of Victoria, 1858-1900," M.A. Thesis, University of Victoria, 1981. and Nor-
bert MacDonald. "The Canadian Pacific Railway and Vancouver’s Development to 1900," in W.P. Ward and
R.AJ. McDonald, eds. British Columbia: Historical Readings. (Vancouver: Douglas and Mclntvre, 1981);
R.A.J. McDonald, "City Building in the Canadian West. A Case study of the Economic Growth in Early Van-
couver, 1886-1893," B.C. Studies, No. 43, (Autumn 1979) p. 26; the prominence of eastern firms is also noted
in Vancouver Board of Trade Annual Repor:, 1892, p.22. This phenomena has been studied in the Maritimes
by L.D. McCann, "Metropolitanism and Branch Businesses in the Maritimes, 1881-1931," in P.A. Buckner and
David Frank, Atlantic Canada After Conjederation, (Acadiensis: Fredrickton, 1985) pp. 202-215.
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by a transportation rate schedule that operated self-consciously in the favour of
eastern manufacturers. B.C. manufacturers and Boards of Trade were constantly giv-
ing evidence before the Railway Commissioners that the CPR’s freight rates shut them
out of the prairie and Kootenay markets.33! On one such occasion the Vancouver Board

of Trade complained that:

a number of industries had planned to commence operations in and around Vancouver
but that after careful study of western rates compared to eastern rates the promoters
reluctantly agreed that the discrimination in favour of the eastern manufacturers was
so prohibitive that they considered it premature to commence operations until the rates

had been fairly adjusted.’%?

That the Canadian Pacific Railway appreciated its role in the National Policy and
that it lacked concern for British Columbia manufacturers relative to eastern Canadian
manufacturers was made clear in one of their submissions to the Board of Railway

Commissioners:

Manufacturing industries in Eastern Canada already feel the effect of competition on
similar goods which are brought from Europe by water to Vancouver, and marketed in
British Columbia interior points and Alberta. Any reduction in the rates from Van-

couver to points eastward thereof, would, of course, increase this competition, much to

detriment of Eastern Canadian manufacturers who are now serving that market.®

The rate structure worked against British Columbia manufacturers in a variety of
ways. The average freight rate per mile of railway track from 1901-1914, was twice
as expensive on the CPR between Vancouver and Canmore Alberta, than it was to ship
over any other mile of CPR track.3¥ The effect, of course, was to move the point
where the railway rates for westbound goods met the rate for eastbound goods, west-

ward into British Columbia and thereby limit the market of B.C. producers. For

331 Gee for example the complaints by the B.C. Box Factory, and the Victoria Based British American
Paint Company, August 1901; Wholesalers had the same complaints: see F. Buscombe, Crockery Wholesaler
and W.H. Malkin, grocery wholesaler, in RG 43, "Evidence." pp. 231. 243,245 & ff.

332 Board of Railway Commissioners, vol. 41, file 96, (27 March 1909) p. 14537.

333 Board of Railway Commissioners of Canada. Transcripts from hearing March 6, 1906; NAC, RG 46,
v10, p. 484.

334 The CPR justified this on the grounds that it was more expensive to build the railway in British
Columbia and that maintenance costs were higher. H.W. Hewetson, "The Railway Rates Problems of Western
Canada with Special Reference 1o British Columbia." M.A. Thesis, University of B.C.,, 1925, Hewetson, "The
Railway Rates Problem,” p. 65.
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example, in 1901 rates from Winnipeg met the rates from Vancouver, at Golden, B.C.,

a distance of 1,007 miles from Winnipeg but only 475 miles from Vancouver. This

effectively shut B.C. producers out of the Kootenay market.33® Moody's Magazine

noted in 1913 that the freight rate structure was a particular handicap to British

Columbia Iron and Steel Fabricators.33°

To add insult to what was already causing considerable injury cross-country
rates blatantly favoured the east over the west. Evidence presented 1o the Board of
Railway Commissioners in 1909 illustrated the problem. Taking an average of all the
class rates 1-4337 it was 12.64% cheaper 1o ship any item from Toronto to Vancouver
than it was 1o send it from Vancouver to Toronto and 20.15% cheaper to ship from St.

John to Vancouver than it was to send it back.?*® Foundries from as far away as Nova

Scotia were competing in British Columbia with local producers.33’

Beyond the published rate structures there were also other kinds of "hidden
discrimination”. Fastern manufacturers had the option to ship "full carloads” at the
reduced rate for full cars and then break up the carload at various way stations. Brit-
ish Columbia manufacturers complained that they were unable to get a "full car' rate
unless the full carload was going to a single destination, which was only possible for
very bulky goods given the smallness of the interior communities. Fastern manufac-

turers taking advantage of this situation could ship boilers 1o the Kootenays more

cheaply than a boiler could be shipped from Vancouver.**" The intent of the Canadian

335 "Evidence - Meelings With the Boards of Trade” (August 30 1901) p. 247.

336 W. Martin Swift, "Industrial Future of British Columbia,” Moody's Magazine, 15, 6 (Special Canadi-
an No. June 1913), pp. 483-490.

337 Most small to mid size manufacturers would have to use the class rates, rather than the bulk com-
moditly tates, in shipping their products.

338 Vancouver rates apply equally to all coastal terminal points including Victoria, New Westminster,
and. until 1915, Nanaimo. See: Board of Railway Commissioners of Canada, Transcripts of Hearings, in NAC
RG46, vol. 46, file 1922, October 27, 1909, p. 14537ff.

339 | .D. McCann, "Mercantile Industrial Transition and the Metal Mining Towns of Pictou County,
1857-1931," Acadiensis, vol. X, No. 2, p. 53.

340 "Evidence - Meetings With the Boards of Trade” (August 30 1901) p. 247; Letter from the Nelson
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Pacific Railway was frankly stated in a letter sent to the Vancouver Board of Trade:

"We want to carry goods 3000 miles if we can rather than 200 or 500 miles."3*

One of the arguments frequently used to explain British Columbia’s failure to
sustain a secondary manufacturing sector is that the market was too limited.*** There
are two problems with this line of argument. First is does not address why British
Columbia manufacturers were unable to service even the local market. Second, the
British Columbia coastal manufacturers were geographically much closer to the
expanding prairie west than their Ontario competitors. 1900-1910 was the decade of
the wheat boom which some have regarded as the engine of Canadian growth and one

of the primary causes of the westward movement of Canadian manufacturing from the

Maritimes to Ontario.>*3

The small but growing literature on transport rates in Canada has a common
thread. Canadian transport rates were not based exclusively on geographic or technical
considerations but are the result of " a complex of socio-cultural factors."*** Limita-
tions on the size of the market open to British Columbia manufacturers were a result,
not of geography, but of a broader set of "transport relations” which included a

discriminatory {reight rate structure.

Board of Trade, 7 September 1901, in RG 43, "Evidence”; Board of Railway Commissioners, Transcripts, RG
46, vol. §, (Sept. 19, 1905) p. 3325;

341 Cited in hearings before the Board of Railway Commissioners of Canada, Mar. 6, 1906 in NAC, RG
46; v. 10, p. 465.

342 Allen, "B.C. Past, Present and Future' pp. 31-2; Shearer, "The Economy of British Columbia.”
McCann, "Urban Growth in a Staple Economy,” McDonald, "Economic Development of B.C.", p. 379; Fred W.
Field, Capital Investment in Canada, 3rd ed.. (Montreal, 1914) pp. 134-5. This argument relies on the ex-
istence of economies of scale which a single irm servicing a regional market cannot achieve. The available evi-
dence gives no indications of significant economies of scale, nor estimates of how significant scale economies
might potentially be. The possibilities for economies of scale are discussed below.

343 Clow, "The Maritime Challenge," pp. 117,135; Inwood, "Economic Growth and Structural Change,” p.
22; Moreover, the upturn in Canadian economic activity in 1896 generally attributed to the wheat boom, was,
until 1901 a product of the Klondike, which British Columbia was ideally situated 1o capitalize on. Pomfret,
Economic Development of Canada, p. 157.

344 Wood, "Marxism and the Maritimes," p. 27; Hewetson, "The Railway Rates Problem,"; T.D. Regehr,
"Western Canada and the Burden of National Transportation Policies," Carnada and the Burden of Unity, pp.
115-142; Forbes, "Misguided Symmetry.”
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Taking the CPR as a transportation service only, the conclusions we can reach are
limited to the following: first, taking the rate structure as an independent variable, the
CPR apparently did not substantially lower transportation costs to the B.C. coast, and
certainly left eastern manufacturers to pay some freight costs on top of their produc-
ion costs. to compete in the B.C. markets. However, the CPR did psychologically
integrate British Columbia into the continental commodity or product market and as a
result, local manufacturers felt the direct and keen competition of eastern goods. It
did drastically reduce the amount of time it took to deliver eastern products to British
Columbia. Finally, while not lowering costs to the coastal points the railway freight
structures were a product of a set of transport relationships which set up freight rate
barriers which penalized B.C. manufacturers vis a vis manufacturers from Winnipeg
eastward, thereby limiting the interior market available to British Columbia manufac-
turers. Taking these conclusions together it is clear that it is not enough to know the
relative transportation costs facing regional and non-regional producers. Rather, to use
freight rates as an explanation of regional decline we have to understand how they

were set.

Yet, if the CPR gave eastern manufacturers an advantage in serving the interior
markets it did not account for their success in the coastal markets where eastern-built
engines and boilers were being installed within earshot of British Columbia manufac-
turies. There must have been a cost advantage in some other combination of inputs. In

Faucher & Lamontagne’s comparison of the manufacturing sectors of Ontario and Que-

bec the crucial factor was material inputs, particularly coal and iron.** The available

345 » This figure seems 1o be the result of a reporting anomoly. Only one firm was enumerated in this
category in 1890-1, presumably Albion Iron Works, and the figures reported are only a fraction of the figures
reported in Albion’s Financial Statements. Apparently a part of Albion’s production was allocated to the
boiler and engine category -- and the roughness of the estimate is suggested by the fact that only in this vear
were the figures for production. wages etc. rounded 1o the nearest $1,000. Source: Canada Census 1881, Vol.
II1; 1891, Vol. III; 1901, Vol. III; 1911, Vol. II; Albion Iron Works, Financial Statements, PABC.

346 Faucher and Lamontagne, "Industrial Development;" Inwood argues that this is one factor explaining
slow Maritime industrial growth. This approach has been attacked by Altman, "Resource Endowments;" and
Kerr and Weaver both argue that market orientation is more important than material orientation in the case



129

Table 17
Material Costs as a Percentage of Output Costs of Boiler and Engine

Industry, the Census Years 1880-1910%%

B.C. Ontario Canada
1880-1 34.9 56.0 49.1
1890-1 66.7* 33.7 45.8
1900 27.3 38.4 38.6
1910 35.1 39.4 36.1

data permits two methods of checking the importance of cost advantages of cheaper
material inputs. Table 17 shows the value of all materials consumed in the boiler and
engine industry to produce one dollar of output. Assuming that the outputs are ident-
ical, a lower value implies cheaper materials. It is clear that over the four censuses for
which data is available, with one exception, British Columbia manufacturers had
cheaper access 10 inputs.**” How British Columbia producers were able to obtain their
main input, steel, cheaper than their eastern competitors is surprising due to the fact
that no steel was made in western Canada. The limited available evidence suggesis
that British Columbia producers were buying most of their materials from Britain and

there is some evidence 1o suggest that British steel was much cheaper in this period

than American steel.>*® The relative costs of steel for eastern and western boiler and

of the secondary iton and steel industiry. Kerr, "Geography of the Iron and Steel Industry;” Weaver, "The Lo-
cation of Manufacturing Enterprises;” Inwood, "Economic Growth and Structural Change,” p. 21.

347 The exceptional year appears to be the result of a reporting anomaly. See source note for Table 17.
The assumption of identical units of output is not far off the mark given that the registration data shows that
British Columbia manufacturers could produce any of the types of engines imported. However, below I waive
this assumption when examining the effect of technological lag.

348 James H. Hamilton, Western Shores, (Progress: Vancouver, 1932) p. 156. Corporation of the City of
Victoria, Victoria Tlustrared, (Ellis: Victoria B.C., 1891) p. 81.
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engine makers requires further study.

Altman and Faucher & Lamontagne consider that for the iron and steel industry,
the price of fuel is a crucial part of material cost. Table 18 allows a comparison of the
percent of total output that is accounted for by fuel costs in B.C. compared to the rest
of Canada in 1900 and 1910. In 1900 B.C. fuel costs were considerably cheaper than
those in the rest of Canada and in 1910, slightly more expensive, relative to output.
The difference however is trivial compared with the spread between other factor input
prices. Material costs did not work to the disadvantage of British Columbia boiler and

engine makers and may have in fact worked to their advantage.

Table 18
Power Costs in Current Dollars and as a Percentage of Output Costs of
Boiler and Engine Industry for 1900 and 1910349

Foreign ~ Canadian Other Total Share of
Coal $ Coal $ Fuel § Fuel $ Total Output
1900
B.C. ~ - = 8.270 2.2
Ontario ~ - - 45,762 1.8
Canada - - = 100,485 2.1
1910
B.C. ~ 8§92 §.400 9,292 1.5
Ontario 75,000 - 21,234 96,234 2.0
Canada 86,706 72.411 61,028 220,145 1.9

349 Source: Canada Census 1901, Vol. 111, Table IV; Canada Census 1911, Vol. 111, Table IV,
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The boiler and engine data is less directly useful when it comes to evaluating the
relative costs of capital inputs in British Columbia compared to the rest of Canada but
it does allow us to narrow the questions. Some writers have seen the size and struc-
ture of the capital market as an obstacle to regional development or the actual cause of
de-industrialization. It has been argued with respect to the Maritimes that small firm
size, in small urban centres, meant that capital investment was riskier than in larger
firms in larger centres hence capital was more expensive.?>® Others suggest that the

centralized nature of the banking system meant that capital was available at better
terms to central Canadian capiwlists;35l that eastern Canadian firms organized capital
more effectively by using different corporate structures;>>? or that the physical location
of the ownership of capital outside the region where it is employed has disadvanta-
geous effects on that region.¥** Unfortunately, we still know very little about the

structure of the capital market in British Columbia before or after the railway.3*

Returning to our original formulation, that capital responds 1o the highest antici-
pated profits relative to other opportunities, it follows that if boiler and engine pro-
duction was more profitable in Ontario than in British Columbia, then that is where

investment capital would flow. Table 6 illustrates the return to investment in the

350 Inwood, "Economic Growth and Structural Change,” pp. 22-4.
351 Acheson, "Empire Canada,” p. 95.

352 Jnwood suggests this is quite possible but evidence is lacking, "Economic Growth and Cultural
Change." p. 18; D.M. Thornton, "Victoria's Relative Economic Decline: The Case of the Albion Iron Works:
1862-1910," unpublished Honours Paper, University of Victoria, 1984, p. 25.

353 Acheson, "National Policy," and "Empire Canada;" Marchak, Green Gold, pp. 24-5. Allen "B.C. Past,
Present and Future,” admits this is possible but argues that evidence is missing; Copithorne demonstrates that
this is theoretically compatible with the orthodox approach in L.W. Copithorne, A Neoclassical Perspeclive on
Natural Resource-Led Regional Economic Growth, (Ottawa: Economic Council of Canada, 1977) Discussion Pa-
per No. 92, pp. 18-20.

354 Writings that address British Columbia capital market include: Donald G. Patterson, British Direct
Investmen: in Canada 1890-1914: Estimates and Deierminanis, (Toronto: University of Toronto, 1976) and
D.G. Patterson, "European Financial Capital and British Columbia: An Essay on the Role of the Regional En-
trepreneur, B.C. Studies, 21, (Spring 1974). pp. 33-47. Peter Baskerville, Financial Capital and the Municipal
State: The Case of Victoria, British Columbia, 1910-1936." Studies tn Political Economy. 21, (Autumn 1986)
pp. 83-106; Victor Ross, The Story of the Imperial Bank of Commerce. (Toronto: Oxford University, 1921).
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boiler and engine making industry in British Columbia, Ontario and Canada.?>> This
admittedly crude measurement of profitability suggests that in the first 30 years of
this study period, rates of profit in Ontario exceeded those in British Columbia but in
1910, while lagging behind the Canadian average, the profits of British Columbia pro-
ducers exceeded those of Ontario. The consistently lower profit rates from 1880-1900
suggest why capital may have been flowing to boiler and engine making outside of

British Columbia, but of course, this begs the question of why profits were lower.

Could low profitability have resulted from the British Columbia boiler and engine

industry being undercapitalized? Unfortunately, the aggregate boiler and engine data is

Table 19
Profit or Return to Capital for the Boiler and Engine

Industry for the Census Years 1880-19113%¢

B.C. Ontario Canada
1880-1 141 211 285
1890-1 529 592 342
1900 .098 71 154
1910 237 115 253

355 This method of measurement of profitability (rate of exploitation) has been used by Inwood
("Economic Growth and Structural Change™) writing in orthodox school and Wood ("Marxism and the Mari-
1imes”) writing from a Marxist approach. It expresses the residual value when the cost of wages and produc-
Yive salaries. materials consumed, and depreciation are subtracted from the total value of output as a ratio of
total capital investment.

356 ¥ This figure seems to be the result of a reporting anomoly. See Table 17 for explanation.
Return to Capital=([Output-( Wages+Material Costs)]-Depreciation)/capital invested

Depreciation is estimated at 5% per Inwood and Wood and salaries are included with wages. Inwood,
"Economic Growth and Structural Change." and Wood. "Marxism and the Maritimes;" Source: Canada Census
1881, Vol. 111, 1891, Vol. 111, 1901, Vol. II1, 1911, Vol. IIL.
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not very informative in this regard®>” but the minute books and financial records of

the Albion Iron Works are of some assistance.3>8

The cost of, and ability to attract capital into the production process in develop-
ing regions has become a central part of the debate over Maritime de-
industrialization.®? In the pre-railway period the local commission agents supplied the
bulk of the capital required in British Columbia. This was supplemented by the Bank
of British Columbia which, though owned in Britain, had considerable local autonomy
and was closely connected 1o the Victoria agents. These agents provided the capital
which financed and controlled the salmon canning industry up to 1902 and they also
conducted the sales to British markets.’*” Local capitalists started the first successful
export mill with financing by the local commission agents. Again the Victoria-based
commission agents acted as exporters for the main sawmills in British Columbia up to
the 1890's.3%! These same agents invested heavily in and dominated the sealing indus-
try which was conducted out of Victoria.*®?> Many of them were shareholders,

incidently, in Albion Iron Works.

Beyond the dramatic and visible effect of linking the Pacific coast of Canada

directly into the continental "product market" the completion of the Canadian Pacific

357 Inwood appears to argue that Maritime manufacturing was under-capitalized, the result being an
inabilily to 1o teap economies of scale. Below I consider the question of economies of scale separately. See In-
wood, "Economic Growth and Structural Change,” pp. 24-6. In terms of average capital investment per firm,
British Columbia firms were smaller than Ontario’s and the Canadian average in the census years 1880, 1890,
but twice as large in 1900. With the failure of the largest manufacturer, Albion Iron Works, the average size
plummetted again for the 1910 census. The snapshot measure of profitability shown in Table 6 will always
show an inverse relationship between profits and capital investment.

358 Financial Statements Albion Iron Works, PABC.

359 For example see: Acheson, "National Policy,” and "Empire Canada;” Frost, "The Nationalization of the
Bank of Nova Scotia, 1880-1910"; Inwood, "Economic Growth and Structural Change," pp. 24-6.

360 David J. Reid, "Company Mergers in the Fraser River Salmon Canning Industry, 1885-1902," Canad-
an Historical Review, LVI (1975), pp. 282-302; H.K. Ralston, "Patterns of Trade and Investment on the Pacific
Coast 1867-1892: The Case of the British Columbia Salmon Packing Industry," Historical Essays on British
Columbia, in J. Friesen and H.K. Ralston, ed. (Toronto: McClelland and Stewart, 1976) pp. 167-176.

361 3 C. Lawrence, "Markets and Capital: A History of the Lumber Industry of British Columbia 1778-
1952, Masters Thesis, University of British Columbia. 1951, p. 22-6.

362 D.G. Patterson and J. Wilen, "Depletion and Diplomacy: The North Pacific Seal Hunt, 1886-1910"
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Railway prompted an integration of capital markets. Fastern Canadian banks started
to establish branches and purchase existing locally based banks.3¢3 Suddenly locals had

to borrow money from these non-local suppliers of capital.3®* The Albion Iron Works
case lends some support to the hypothesis that the amalgamation of local banks into
the central banking structure made capital more expensive (more difficult to raise) for
regional firms. One of the main sharebolders of Albion, W.C. Ward. was also the
manager of the Victoria branch of the Bank of British Columbia.3®® Albion used the
Bank of British Columbia for its short term borrowing needs and regularly ran up
overdrafts to $80.000 without putting up collateral. When the administration of the
bank was taken over by the Bank of Commerce in 1901, Albion’s overdraft privileges

were cancelled and the inability of shareholders to pay off this debt was one of the

causes of the firm's collapse.*®

Of course, the takeover of the Bank of B.C. by the eastern Bank of Commerce
coincided with Albion's financial woes and labour difficulties. The problem becomes
one of identifying the causal factors. Did Albion fail because it was unable to raise
capital or was it unable to raise capital because it was failing due to other factors in

the production relationship?

The Albion case also suggests the importance of the structure and location of
ownership of the firm. After 1885, eastern Canadian and American firms, the most

important of these being the Canadian Pacific Railway itself. began making large scale

Research in Economic History, Vol. 2. pp. 81-139; Peter Baskerville, Beyond the Island, pp. 50-2.

363 Within one vear of the first iranscontinental train crossing the country the Bank of Montreal had
opened its first branch in British Columbia in Vancouver. In 1893 Victoria’s largest private bank closed. In
1895 the Imperial Bank of Canada established a Vancouver branch, followed in 1898 by the Canadian Bank
of Commerce, Molson’s bank and the Merchants Bank of Halifax. The Bank of B.C. was purchased by the
Bank of Commerce in 1901. The Dominion Bank opened its first office in British Columbia in 1907:
McDonald, "Economic Development of British Columbia,” p. 384-6.

364 McDonald, ibid, Reid, "Company Mergers,” p. 323.

365 Though the Bank of British Columbia was owned by British capitalists it operated with considerable
local autonomy. See Ross, History of the Canadian Imperial Bank of Commerce.

366 "Rough Draft of the Proposed Policy for Albion Iron Works," (February 21, 1903) O’Reilly Papers
and Minute Books, Albion Iron Works, 1901-1904, PABC.
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investments in British Columbia where previously the major investors had been either
local capitalists or British portfolio investors. The financial structure of the railroads
and their associated subsidiaries differed from the earlier pattern of local ownership of
interlocking partnerships financed largely by chattel mortgages. These new firms were
vertically and horizontally integrated corporations and their wholly owned subsidi-
aries. Although the British Columbia capitalists had been using the corporate structure
1o raise capital since the re-financing of Albion in 1883, they had remained in a state of
"nepotic corporativism”. Shares in Albion were traded privately and the owners never
relinquished control to professional management. Since most of the directors of
Albion were also customers or suppliers, business dealings were sometimes at the
expense of Albion in favour of their other interests. Further, the failure to pass
management onto a professional manager, separate from the owners meant that the
firm had difficulty surviving the loss of the dynamic owners who had provided direc-

tion.3¢7

Yet, while there may have been other contributing factors, the boiler and engine
data reveal what is probably the most important effect of an invasion of non-local cap-
ital on a regional economy and one that is not much discussed in the literature. The
purchasing patterns of non-locally owned firms differed from those owned in British
Columbia. Where the linkages from the resource and transportation sectors to the
manufacturing sector would be located was a function, at least in part, of where the
former were owned. From the two sets of data which allow the linkage between pur-
chaser and supplier, the ship engine and the ship boiler records, it is clear that local
capitalists and locally owned firms had a greater tendency than non-locals (not living
or based in Briiish Columbia) to buy their ships from local shipyards. Moreover, of

the ships built in B.C. for local and non-local owners, the former tended to purchase

367 The involvement of the owners in the daily affairs of the business is evident in: Minute Books, Al-
bion Iron Works, PABC. Jeremy Atack, "Industrial Structure and the Emergence of the Modern Industrial
Corporation,” Explorations in Economic History, 22, 1, (January 1985) pp. 1-28;
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the machinery for the vessels locally while the latter tended to import them.¢® Three

examples suggest the broader pattern.

The first two examples involve the purchase of locally owned shipping companies
by the eastern based Ca' dian Pacific Railway and clearly illustrate the changing pur-
chasing patterns which accompany changing ownership. The first case involves the
Columbia and Kootenay Steamship Navigation Company (C&KSNCo) which was
formed in 1889 by British Columbia capitalists, J.A. Mara, F.S. Barnard and John Irv-
ing to provide steamship services on the Upper Columbia to connect with the CPR at
Revelstoke. FEventually the company connected all the railway terminuses on the
Columbia and Kootenay <hain of rivers and lakes. In 1887, in order to gain control
over the shipment of ore and the water connections of its competitors. the CPR pur-
chased the C&KSNCo0.3? Of the twelve vessels that had been built for the locally
owned C&KSNCo all were built in British Columbia. Of these vessels, eight had new
engines installed while owned by the company. and half of these were supplied by
British Columbia firms. Of the eight boilers for which records exist, half were locally
made. In contrast, one third of the CPR's 28 vessel lake fleet. which was the successor
1o the C&KSNCo, were built in eastern Canada. Of the 10 ships built in British
Columbia for which we have engine data, only 30% used engines nrade in British

~ . . . . . - . 70
Columbia, with the ratic for boilers running very similar.?™

More drame¢ic even was the 1901 takeover of the locally owned Canadian Pacific
Navigation Company (CPN) by the Canadian Pacific Railway. Of the seven vessels in

the CPN fleet. six were built locally. All used locally made engines and boilers, which

368 The data base is quite tick and wher fully computerized will permit precise stalistical measures.
369 The editor of the B.C Mining Record, (April 1897} remarked that:
_.since the CPR took over the boats of the C & KSNCo boats will bereafter be run purely in the interests of the

CPR system.

370 gources: R.D. Turner. Srernwheelers and Steam Tugs, An IHlustrared History of Canadian Pacific
Railway's Bruish Columbic Lake and River Service. (Vicloria: Sono Nis, 1984) Appendix I and Ship Regis-
1ries, Ports of Victoria, Vancouver and New Westminster, and Steamboat Inspector Reports, PABC GR806.



137

is not suprising given that several of the principals in the firm also held shares in the
Victoria Albion Iron Works. After the CPN was purchased by the CPR only six of the

16 new ships added to the fleet before 1915 were built locally and all of these used

engines built in eastern Canada or Great Britain.?"!

The third example is the Union Steamship Company. Established in Vancouver
in 1889 but financed by capital largely from Glasgow, this company purchased all of
its new vessels, engines and boilers from Scottish and primarily Glasgow shipyards.
Nor are these isolated examples. The CPR alone owned 13.4% of the tonnage registered
in British Columbia between 1867-1914, and a quarter of all of the iron/steel hull ton-

nage. Other steamship companies, predominantly non locally owned, by the end of the

period owned 28% of all tonnage and over a third of the iron/steel hulled tonnage.*”?

Eastern Canadian owners steadily increased their ownership of the B.C. shipping

industry from the 1880’s onward and accounted for nearly one fourth of the new

direct investment in shipping in B.C. by 1910-14.373

Non-local ownership was increasingly prevalent in all sectors of the British
Columbia economy, not just the water transportation sector. In 1905 the CPR bought
out the locally owned Esquimalt and Nanaimo Railway and Steamship Line on Van-
couver Island and from the 1890’s on had been busy buying railways in the Kootenays
and southern B.C. The CPR also bought interests in mines and by 1898 controlled
what became the massive Cominco smelter operations in the Kootenays. In 1891 prin-
cipal figures in the CPR also financed Vancouver's sugar refinery. MacKenzie and
Mann, the principal figures in the Great Northern bought out the prominent local

Dunsmuir family’s Vancouver Island coal mining interests. The influx of capital came

37 Sources: R.D. Turner. The Pacific Princesses, An Illustrated History of Canadian Pacific Railway's
Princess Flee: on the Northwest Coast, (Victoria: Sono Nis, 1977) Appendix I and Ship Regisiries, Ports of Vie-
1oria. Vancouver and New Westminster, and Steamboat Inspector Reports. PABC GR806.

372 Eric W. Sager. "The Shipping Industry of British Columbia." paper presented to the Canadian Histor-
ical Association Annuai Meeting June 1983, Table 4.

373 Sager, "B.C. Shipping,” p. 21-2.
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not just from eastern Canada. Eastern American capitalists financed a merger in the
fish processing industry in 1902 which saw 60% of the locally owned canneries swal-
lowed up by the eastern American backed B.C. Packers Company. American firms
dominated the Kootenay mines until the turn of the century and after that there was

increasing American presence in forest resources. British investment came largely via

infrastructure and utility investments.?”*

While capital may or may not have become more expensive for local firms there
was no shortage of capital from outside the province. The flip side of the infusion of
non-local capital was the disruption of the locally owned and integrated
resource/commercial/manufacturing/transport network. Local capitalists sold their

interests in the resource and transport sectors and substantially withdrew to commer-

cial and real estate ventures.3”®

This study highlights another feature of the impact of "transportation capital”.
There was virtually no cost to the transport companies to carry manufactured goods
that they would use themselves or supply to their corporate connections. The addi-
tional cost to the CPR, for example, to ship a boiler or engine for their own use from
Toronto, or Glasgow, to Vancouver would have been nearly nil.*’® The CPR. in taking
advantage of this privileged position, built at least five vessels in Toronto and shipped
them, disassembled, by railway to B.C. One of the vessels alone filled 19 carloads.

Needless to say, no other firms operating in B.C. built or delivered vessels in this

374 For the presence of British capital see: Baskerville. "Financial Capital and the Municipal State;"
Patterson, Brizish Direct Invesrment in Canada 1890-1914; For the increasing degree of non-local ownership in
the salmon canning indusiry see: Reid, "Company Mergers in the Fraser;" pp. 306-327; in the forest industry
see: Lawrence, "Markets and Capital:" in the mining industry see: James Douglas Nicol, "Changing Spatial Pat-
terns in the Lode Metal Mining Industry of British Columbia, 1887-1945." Unpublished M.A. thesis, Univer-
sity of British Columbia, 1971.

375 On the integration of the local capitalist class see P.A. Baskerville. "De-industrializing the Island:
Vancouver Island and the Industrial World 1881 1901", 1986 (Unpublished paper presented to 'Islands 86
Conference at the University of Victorial.

37¢ Given the lack of competition in the shipping industry, monopolies on some routes, it is reasonable
10 assume thatl the marginal cost of transporting goods would be less than the price charged to customers
(market price).
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way.>?7 This "no-cost" transport available to transportation companies, like the CPR or

the Union Steamship Company may account for the surge in the use of British boilers

in the twentieth century (Figure 6).378

While establishing that non-locally owned firms tended to have different pur-
chasing patterns which favoured non-local manufacturers, the boiler and engine data
leaves open the question of why this should be the case? One possibility, compatible
with an orthodox neo-classical economic model suggests that eastern based firms

tended to purchase from other eastern based firms based on historic trading relation-

ships, personal contacts, or physical proximity to the decision makers.3” There is some
circumstantial evidence to support this. For example, the CPR bought the majority of
their engines from Polson Iron Works in Toronto and CPR ships were practically alone

d 380

in this regar It is also compatible with the neo-Marxist approach which predicts

that non-local capitalists will syphon off the "linkages" from the staple industries to
benefit the metropolis.*®! Both explanations point to the conclusion that this type of
linkage is not technologically but socially defined.

In summary, the evidence that the integration of British Columbia into the

national capital market actually increased the costs of capital to British Columbia

377 The CPR’s assembly of ships at Nelson, British Columbia in 1899, for example, made Nelson the
largest "shipbuilding” centre in Canada in that year, second only to Montreal; see Canada, "Tables of Trade
and Navigation Sessional Papers, 1900; The Bonnington, assembled in Nakusp in 1911 filled 19 cars; see
Turner, Sternwh.celers and Steam Tugs, pp. 54, 78.

378 This explanation is consistent with the fact that there was a considerable UK presence in ships
boilers which could be delivered to British Columbia shipyards by steamship. In contrast, there was almost
no British presence in the stationary boilers used on land.

379 Copithorne, A Neo-classical Perspective, pp. 17,22.

380 Using the period 1900-1910 as example, the CPR added 10 ships 1o their Kootenay fleet. the succes-
sor 1o the Columbia and Kootenay Steam Navigation Company. three of which re-used engines from decom-
missioned boats. Polson engines were used in 5 of the remaining 7. In the other two vessels there was an en-
gine from Bertram Iron Works, Toronto and one from Hamilton Engine Works, Peterborough. The CPR ac-
counted for over half of all the Polson engines installed on B.C. built ships in this period. Source: Turner,
Sternwheelers and Steam Tugs. Appendix 1. and Ship Register .

381 Marchak. Green Gold. 17: Another possibility. that non local capital and resource companies had
specific requirements for manufactured goods not available in British Columbia is considered below. Detailed
research into the records of the companies involved may vield a more complete expianation of why companies
acted as they did.
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manufacturers is suggestive but not conclusive. No evidence exists showing relative
costs of capital. The evidence from the records of Albion Iron Works is suggestive of
the failure of the regional manufacturers to utilize corporate structures to best take
advantage of capital raising opportunities. But while we know little about the effect of
the CPR and the subsequent economic integration on the capital market in British
Columbia the boiler and engine study does reveal structural changes that accompanied
the railway. The new levels of non-local ownership of capital and resources brought
with it new purchasing patterns and hence siphoned away linkages to the local

manufacturing sector.

The final factor of production included in the set of production relationships con-

sidered here, entrepreneurship, is cited by both the dependency and export base schools

as a critical.*®? It is the crucial factor to the extent that it is the key to the organization
of all the others. The supply of entrepreneurial talent is difficult to measure and even
more difficult to account for. Also problematic is the question of whether

entrepreneurship is an independent factor of production or whether certain production

structures encourage entrepreneurship.®®® These questions assume importance where

the supply of entrepreneurial talent is insufficient but if we can measure the supply of

384

entrepreneurial skills by economic success and innovation a cursory look at

nineteenth century British Columbia suggests that the region was producing skillful

385

local entrepreneurs. Why many of these successful entrepreneurs sold off their

382 George Leader and Laggard; Fogarty, "Limits of Staple Theory,”. Naylor, "History of Domestic and
Foreign Capital in Canada,” Acheson, "National Policy".

383 Watkins, "The Staple Theory", p. 57.
384 Again we come up against the problem of the post hoc ergo propier hoc relationship.

385 see: JLMLS. Careless. "The Business Community in Victoria." Historical Essays on British Columbia, ed.
J Friesen and H.K. Ralston. (Toronto: McClelland & Stewart., 1976), 155-166; and "The Lowe Brothers,
1852-1870. A Study of the Business Relationships on the North Pacific Coast," B.C. Studies. No. 2, (Summer
1969). 1-18; and G.W.S. Brooks, "Edgar Crow Baker: An Entrepreneur in Early British Columbia," B.C. Stu-
dies. No. 31. (Autumn 1976), 23-45; and D.G. Patterson. "European Capital and British Columbia: An Essay
on the Role of the Regional Entrepreneur. B.C. Studies. No. 32 (Winter 1976-77), 33-47; H.K. Ralston, "Pat-
terns of Trade and Investment”, and "John Sullivan Deas: A Black Entrepreneur in the British Columbia Sal-
mon Canning Industry”, BC Studies, No. 32, (Winter 1976-1977) pp. 64-78; Irene Robertson, "The Business
Community and the Development of Victoria, 1858 1900;" Kathleen Sacht, "R.P. Rithet, Merchant-
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industrial investments at the turn of the century requires further investigation.

One aspect of entrepreneurial skills that has not yet been investigated and
appears to have been lacking in British Columbia is marketing skills. Eastern

manufacturers took advantage of national advertising and marketing opportunities.

Another hypothesis that is often proposed to account for the demise of the
regional manufacturing sectors is based on the advantages of large scale production
available only to firms with large potential markets. Market size, however, as was
seen for the boiler and engine industry are a result of how freight rates were struc-
tured. Did the freight rate structure or other limitations on market size prevent Brit-
ish Columbia manufacturers from reaching the economies of scale obtainable by
eastern manufacturers? The literature on whether or not economies of scale were a

factor in the centralizing process is mixed but the even those who claim that there

were economies of scale estimate them to be quite small.3® Boiler and engine makers as
well as other equipment manufacturing companies from south-central Ontario and

Montreal were especially prompt and prominent in establishing British Columbia

387 What are probably the most important "returns to scale" are the

branch offices.
non-pecuniary ones which are impossible to measure. Larger markets imply larger
turnover, more cash flow, more employees, and more widely dispersed ownership. The

result was that Jarge eastern firms probably had more leverage negotiating freight rate

concessions and had more influence with the different levels of government as well as

Entrepreneur in Victoria British Columbia 1860-1900." Unpublished B.A. Essay, University of Victoria, 1983;
D.M. Thornton, "Victoria's Relative Economic Decline: The Case of the Albion Iron Works," Unpublished B.A.
Honours Essay, University of Victoria History Department. 1984; P.A. Baskerville, "De-industrializing the Is-
land: Vancouver Island and the Industrial World 1881-1901." unpublished paper presented to 'Islands 86’
Conference at the University of Victoria, 1986.

38¢ Dales, Caves & Holton, and Chambers & Gordon for example discount the importance of economies
of scale while Caves and Inwood give support to its importance. Dales, The Protective Tariff in Canada's
Development, (Toronto: University of Toronte, 1966! pp. 159-166; Caves and Holton, Canada’s Prospect and
Retrospect, p. 175 E. Chambers and D. Gordon. "Primary Products and Economic Growth,” 315-332; R. Caves,
"Export Led Grewth and the New Economic History." in J. Bhagwati, et al, Trade, Balance of Payments and
Growth, (New York: American Elsevier for North Holland, 1971) pp. 403-442. Inwood, "Economic Growth
and Structural Change,” pp. 22-3;

387 McDonald. "Economic Development of British Columbia,” p. 375.
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other more prosaic benefits such as the ability to weather price wars, flexibility to
diversify, the ability to adopt national marketing strategies, and more power to deal
with labour. Unfortunately the data does not exist to provide an accurate comparison

of economies of scale between British Columbia and other firms.

The influx of eastern capital after the arrival of the CPR suggests that capital
shortage was not a problem for the British Columbia economy, even if it implied out-
side ownership. But from Table 19 it is clear that profitability in the British Columbia
engine and boiler industry lagged behind that of Ontario and Canada even before there
was significant non-local ownership in the economy. British Columbia manufacturers
appeared 1o be in an advantageous position with respect to material input costs and
transportation costs with respect to the coastal market. The little evidence available is
inconclusive on the question of whether capital costs may have been higher in British
Columbia and on the possibility of significant scale economies. The one remaining
input that remains to be considered is labour. It appears that British Columbia firms

competed in the same capital and product markets as other firms on the continent but

in a different labour market.3%8

Figure 12 illustrates that the wages paid by British Columbia firms exceeded
those of their competitors by as much as 50% through the period 1901-1915 and other

evidence suggests that British Columbia manufacturing wages had been higher at least

back to the 1880-1 census.’® Table 7 illustrates the share of labour cost per unit of

388 Real wages did not converge between B.C. and the rest of Canada until after World War I. The im-
plication is that labour was not mobile enough 1o take advantage of wage differentials and hence there was
more than one labour market. see: Allen, "B.C. Past, Present and Future" p. 23; Green, Regional Aspects of
Canada’s Economic Growth, p. 64.

38% - This figure seems 1o be the result of a reporting anomoly; Only one firm is enumerated in this
category, presumably Albion and in their 1890 financial statements for all their branches wages as a share of
output equalled .446; See Table 17 for more details; Source: Canada Census 1881, Vol. IIl; 1891, Vol. III;
1901, Vol. III; 1911, Vol. III; Albion Iron Works, Financial Statements, PABC.

390 For comparative wages for 1900-1915 see Canada. Depariment of Labour, Wages and Hours of La-
bour in Canada, 1901-1920, Report No. 1 (Ottawa: Issued as a supplement to Labour Gazette, March 1921);
and Canada, Board of Inquiry into Cost of Living, Report of the Board. (Ottawa, 1915) Vol.1, pp. 558-590;
Earlier data is available from the annual reports of the Immigration Agents in Canada Sessional Papers, 1891;
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Table 20
Wage Costs as a Percentage of Output Costs of the

Boiler and I'ngine Industry for the Census Years 1880-191078°

B.C. Ontario Canada
1880-1 47.3 27.6 29.0
1890-1 13.3*% 28.5 28.5
1900 49 .4 38.7 39.9
1910 382 37.7 30.7

output and demonstrates that over the entire study period, wages accounted for a
much higher share of the value of output in British Columbia than in the rest of
Canada. It seems evident that a large part of the lower profitability of boiler and
engine munufécluring in British Columbia can be attributed to the higher cost of

labour.

Altman. however, has recently argued that higher wages need not be a handicap
10 an economy's compelitiveness if they are a reward for higher productivity.¥*? Table
21 indicates that British Columbia labourers were in fact more productive than their
eastern counterparts while Table 22 is an attempt to evaluate whether or not the
rewards to labour were greater than their higher productivity would suggest. By
expressing value added per dollar of wage labour Table 9 shows that labour was paid

more than its higher productivity would warrant. and thus wages ale into the

Buckley and Urquhart. Historical Statistics of Canada, provide some general comparisons for 1887 9, and the
decennial censuses provide average income per WoTker estimates.

391 = For discussion about the reliability of the figures for 1890 1 sec Table 17: Source: Canada Census
1881, Vol. 111 1891, Vol II1; 1901, Vol HI; 1911, Vol. 1L

392 Altman. "Economic Develepment with High Wages:” R.C. Allen. "Trade Unions and the B.C. Econo
my." Restraining the Economy, { Vancouver: New Star, 1986). pp. 225 253, makes this point.



Table 21
Value Added per mployee in the Boiler and Engine

Industry for the Census Years 1880-1910 in Current Dollars®®!

B.C. Ontario Canada
1880-1 $1,120 $579 S608
1890-1 1388* 988 779
1900 1283 699 705
1910 1271 955 1293

profitability of British Columbia firms3* This, of course begs the guestion of why

wages were more expensive in British Columbia.

Table 22
Value Added Per Dollar of Wages in the Boiler and Fngine Industry

for the Census Years in Current Dollars 1880-1910%*

B.C. Ontario Canada
1880-1 1.36 1.59 1.75
1890-1 2.50* 2.32 1.90
1900 1.47 1.59 1.54
1910 1.70 1.61 2.08

393 Acsuming a fixed markel price.
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I'rom Allen and Copithorne comes one explanation for the existence of higher
wages in British Columbia; labour in British Columbia was able 1o capture some of the
economic surplus (rent) from the extremely rich British Columbia resources. The
resources were rich enough to produce economic rent above and beyond a normal profit
and this was split between capital and labour. Allen argues that this is especially so in
the resource and construction industries while Copithorne suggests that the high wages
in the resource industries will also spill over to their backward linkages, specifically
the metal fabricating (boiler and engine making) sector.®® If the labour market was
not fully integrated into the national market then as long as labour was able to cap-
ture part of the resource rent in the resource industries, the manufacturing industries
would have to compete for the same labourers and offer comparable wages. This is in
contrast to Chambers and Gordon model which assumes that it will be the manufac-
turing sector that sets the wage rate.*”® A higher cost of living in British Columbia
may also have bid up wages but price indices that allow us to compare the cost of liv-
ing in British Columbia to the rest of Canada have not yet been extlended back to the
nineteenth century.

An analyst for Moody's. "The National Investor Magazine" writing in 1913
declared the secondary iron and steel industry on the west coast moribund due 1o
competition from Eastern Canadian and American producers. He estimated that British
Columbia manufacturers had to pay a 20-30% premium 1o labourers on top of what

their eastern competitors paid, "owing to the well organized condition of labour."3?7

* For discussion about the reliability of the figures for 1890-1 <ee Table 17;

1% Qource: Canade Census 1881, Vol 11I; 1891, Vol 11I; 1901, Vol Iil: 1911, Vol. 1L
395 Allen. "B.C. Past. Present and Future.” pp. 25 7: Copithorne. A Neo classical Perspective, pp. 410-44.
39¢ Chambers and Gordon, "Primary Products and Empirical Growth.".

397 He alse suggested that castern producers had savings on coal and power as wel} as economies of scale
and notles the diseriminatory effect of freight rates against British Columbia manufacturers. Swift, "Industri
al Future of British Columbia,” Moody's Magazine, pp. 483-490. Other evidence suggests that the British
Columbia wage scale was much higher than in the neighbouring states and than in British Shipyards. See
Paul H. Douglas. Real Wages and the United Stares, 1890-1926. (Boston & New York: Houghton Miffiin, 1930);
Hamilton. Western Shores, pp. 156-7.
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Figure 12
Hourly Wages of Boiler Makers
and Machinists, Victoria & Toronto, 1901-1915
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Iigh wages and the organized labour definitely affected the Albion Iron Works and
was one of the reasons for its demise. The share of wages as a percentage of sales had
increased from 37.9% in 1885 to 50.3% by 1901. The directors of Albion responded to
the immediate market forces which surrounded them. FFaced with fixed factor prices

and markets they attempted to reduce the cost of the only input they had any control

over.’®® The company balked at paying union rates in 1901 and refused to hire union
boilermakers. The boilermakers struck the Iron Works and were supported in their
strike by shipwrights and longshoremen. In 1902 a handbill was posted around Vic-
toria warning potential customers that Albion boilers were unsafe and that their other

products were of inferior workmanship due 1o their use of scab labour.**® Albion’s

1901 annual report noted that:

The disappointing profit on the company’s operations at Victoria, $5605.58 only, is due
1o the serious labour troubles... coupled with keen increasing competition on the part
of other concerns.

..contracts amounting to over $100,000 were sccured by the directors but had to be

abandoned due 10 a series of strikes...which rendered their fulfillment impossible,**

Two vears later the Board of Directors were still refusing to hire union labour but
lamented "owing to the difficulty of finding qualified workmen for this branch, the

cutput was limited and the retail store in consequence did not handle the business

"401

they might have. By 1904 the Bank of Commerce was calling on the directors to

make good their personal guarantees of the $30,000 overdraft, but the company strug-

gled on to 1907 when fire destroyed the boilerworks and finally closed its stoveworks

with voluntary liquidation in 1910.%7

3% Theyv also initiated a "Buy Local" campaign bul this was somewhal counteracted by a union spon-

<ored boveottof Albion products. O'Reilly papers. PABC.

#9% Minute Books of the Victoria Lodge (191) of the Brotherhood of Boilermakers. Iron Ship Builders. of
America, Dec. 10, 1901; Jan. 1. Feb. 11, 1902; held at the ofhees of Lodge 191 Esquimait Road. Victoria B.C.

¢ g

and the O'Reilly papers. PABC.

400 Atbion lIron Works. Annual Report, 1901, in O'Reilly Papers. PABC.

401 ATbion Iron Works, Annual Report, 1903, in O'Reilly Papers. PABC.

2 Thornton, "Case of the Albion Iron Works." p. 37.
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The foregoing discussion of the high costs of labour and its effects gives us a
description of what was going on in the industry but not an explanation. Two contri-
buting factors appear to have been the well-organized condition of labour combined
with the rich resources allowing labour to capture part of the rent. McDonald argues
that there was a chronic labour shortage and this would have enhanced the bargaining
power of both organized and unorganized labour.*? Finally, a higher cost of living in
British Columbia probably contributed to higher wage demands but the extent of the
difference in the cost of living between British Columbia and (lsewhere has not been

studied.

Finally, a question which requires more consideration is whether or not British
Columbia manufacturers and their competitors were really producing identical pro-
ducts. A hypothesis that has been suggested with regard to the Maritimes is that
changing technology was responsible for shifting demand away from regional resources
and the linked industries such as shipbuilding and the regional economy was unable 10

[ . 4
make the transition to the new technologies.*"

Because of the detailed information provided in the shipping registries it is possi-
ble to compare the engines built in British Columbia to those built elsewhere and
installed in British Columbia. It is clear from the registries that equivalent types of
engines 1o those being imported. including gas engines, were being produced in British

. 05
Columbia. *®

Until 1895 the falling British Columbia share of the ship engine market was due

1o the increasing presence of eastern Canadian firms but after 1900 it was American,

403 McDonald, "Working Class Vancouver, 1886 1914: Urbanism and Class in British Celumbia,” p. 48.

404 Saunders provides a good example. seet Economic History of the Maritime Provinces.

405 This was also the casc with ship hulls. While many of the imported vessels were steel hulled. B.C.
shipvards had been building steel hulled ships since 1891, Twenty nine iron or steel vessels, ot 10% of the
total iton/sieel tonnage registered in British Columbia, were built by B.C. firms in British Columbia: the larg-
est among these prior 10 1915 was the Princess Maquinna, 1777 tons. See Sager. "The Shipping Industry of
British Columbia,” p. 17.
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and predominantly eastern American. firms that took an increasing share (see Figure
7). The engines imported from the United States were almost exclusively gas engines,
a new technology. The registries show, however, that both British Columbia and
Ontario producers manufactured gas engines equivalent to those that were imported,
based on measurements of bore, stroke and horsepower. As with the case of Ontario
firms displacing British Columbia manufacturers, it appears that corporate linkages and
perhaps more critical in this case, wage rates, outweighed the tariff firms advantages

. . .. . . O
over eastern Canadians in servicing this burgeoning market.*"

While the early decline of the British Columbia manufacturers’ share of the ship
boiler market was also a result of eastern Canadian incursions, the later decline came
al the hands of predominantly Scottish producers (See Figure 6). Quality, reputation
for quality, and marketing techniques may also differentiate products as much as
features internal to the product and in the early 1900°s the Scottish shipyards and
founders had developed a good reputation. The boiler data allows us to test for one,
admittedly crude, measure of quality, if we assume that lower quality manufacturers
will have a greater percentage of their boilers fail inspection or explode. The reports of
the boiler Inspectors show no co-relation between manufacturer and failure althcugh

more sophisticated tests need 1o be done.?”

The reasons for the British penetration of
the ship boiler market, in addition 1o a reputation for quality on behalf of Scottish
firms. appear to be similar to those that allowed eastern Canadian manufacturers
access. The increasing profile of the Scottish financed shipping company. the Union
Steamship Company on the west coast affected overall purchase patterns. The Union

Steamship Co. bought its ships and engines exclusively from Scotland. lLarge purchases

by the CPR, which in the post-1900 period exhibited a changing preference to buy

40¢ For the American advantage in wage rates see: Swift, "Industrial Future of British Columbia.” pp.
483 490. Patent regulations may have been another contributing factor.

407 Steamboat Inspector Reports. PABC GR¥06:; "Report of the Chief Inspector of Machinery.” Brirish
Columbwe Sessional Papers, 1902 1915; for their reputation for qualily see: Turner, Sternwheelers and Sieam
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British instead of eastern Canadian also affected the market. Also important is that

wage rates and material costs in Scotland. at least by the end of the period, were much

cheaper than in British Columbia.*”® The evidence suggests that the most important
change in the British Columbia manufacturing sector was not the technology but own-
ership. British Columbia firms met the requirements of the Columbia and Kootenay
Steam Navigation Company, the Canadian Pacific Steam Navigation Company. and the
E&N Steamship Company until these were bought by the CPR and after that point the

linkages were transferred out of British Columbia.*®?

The boiler and engine case study confirms that in this industry at least, the
transference of manufacturing from British Columbia to central Canada was occurring
alongside a movement of manufacturing to the U.S. and Great Britain. The data forces
us to shift the focus of the centralization debate. First, the standard staple approach
focuses on the physical characteristics of natural resource products. It has not con-

sidered the effect of many of the factors that comprise the production system of staple

extraction. including the linkages to the manufacturing sector.*!” It is assumed post
hioe that staples have weak linkages to manufacturing. especially to the capital goods
sector. and thus staples fail to generate the multiplier effects that would bring in a

manufacturing labour force, stimulate consumer demand and allow manufacturing

thresholds to be reached.*! The boiler and engine data however force the debate away
from the question of the characteristics of the staple —- clearly the: had linkages to the
manufacturing sector —- 1o an examination of where theose linkages would be located

and why. Anyv type of resource extraction will require inputs of capital and labour of

0% Hamilton. Western Shores, p. 156 7.

109 1n the specialty market for mining. canning and lumbering machinery the technology and the pro

ducts were more dif erentiated. Alblon Iron Works was responsibie for invenling some machinery specific 10
the salmon canning indusiry. On the other hand there s evidence that one of the owners of Albion was buy-
ing mining machinery from elsewhere. Sce: The Resources of Bruish Columbua. V. 1. N 10, December 1883, p.
42: Stacy . Sccreve and Tinplare, and Thornton. "Case of the Albion Iron Works,” pp. 26 7.

410 pomtret. Economic History of Canada. pp. 33-9.

1 Inwood, "Economic Growth and Structural Change,” p. 10.



152

some amount. How much capital, the type of capital goods, and the amount of labour
are important questions, especially when the debate shifts to market size; still market
size is ultimately a result, not of the particular characteristics of the staple and its
linkages but of the institutional frameworks which determine where the linkages will

be located.

By examining the production system of the boiler and engine makers this chapter
concludes that British Columbia manufacturers had three major strikes against them.
First, their products were more expensive to make due, not to high material costs, but
high labour costs. Though we lack price data for the finished products this fact allows
two possibilities. Fither the British Columbia boilers were more expensive and there-
fore local and non-local firms were "Profit Maximizing" when they bought non-locally,
or the British Columbia manufacturers sold their products at the market price and
were less profitable than their eastern competitors. The production systems approach
allows us to look beyond the price levels prevailing in the labour market to examine
why the wages were high. The well organized condition of labour, rich resources.
labour shortages and a higher cost of living all may have contributed to the high wages

paid in British Columbia.

The Production Systems approach also reveals that wages alone do not account
for the decline of the secondary manufacturing sector in British Columbia. From
Tables 19, 20, 21 and 24 we know that high wages limited the profitability of the Brit-
ish Columbia boiler and engine industry even prior te the 1881 census. yet it is not
until after 1885 that we see the relative decline of the industry. and until alfter 1910
that absolute decline sets in. The relative decline after 1885 appears to be a response
to the second major factor, the arrival of the Canadian Pacific Railway and the struc-
ture of transportlation rates which discriminated against British Columbia manufactur-

ers supplving the interior of British Columbia, the Prairies, or competling in eastern
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Canada. The final explanatory factor is that after the mid 1890’s the economy was
increasingly owned by non-local capitalists and they, for reasons about which the evi-
dence does not allow a conclusive judgement, preferred to purchase goods from other
non-local firms. This appears to have further reduced the demand for British Colum-
bia produced products and ultimately contributed to the absolute decline of the indus-

try.

The result was that while prior to the turn of the century the resource sector was
linked to local manufacturers by the demand for boilers and engines but therealter
these linkages were increasingly appropriated by Ontario, American and British
manufacturers. Even while the British Columbia resource sector was steaming ahead
at full speed the boiler and engine makers of British Columbia were losing the "race for

dear life against swift and winged time."
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Conclusion

Out in the west the west was also, by the 1:£90's, becoming the past. The more one looked
around in the west the more it seems obvious that the past was hanging around for a
while. It became clearer all the time that the future was getting ready to move in, and
the future of the west was going to be the cast....
George Bowering
Caprice*

Since 1860 manufacturing has been "big business" in British Columbia. Tax
assessment rolls for that year reveal that Victoria, the only settlement that approached
“city” status in what is now British Columbia, had a manufacturing sector comparable
in size and diversity to the cities of southern Ontario. As settlement spread so did
manufacturing, as it did in new regions all over North America. What was exceptional
about British Columbia. was the large percentage of employment in manufacturing
relative 1o elsewhere, and the amount of output per person. In 1880, for example,
New Westminster had a higher manufacturing output per capita than any city in
Canada. In 1890 and 1900 British Columbia had the highest output per capita of any
province in Canada. By 1910 British Columbia was the third largest producer of

manufactured products in the country.

From the 1860’s to 1915 British Columbia was a manufacturing as well as a
resource extracting province. Most British Columbians were wage labourers and more
wuorked in the manufacturing sector than in any one of the resource extractive seclors.
The largest of these firms and the largest emplover was, since 1880, the primary
manufacturing sector but until the turn of the century the secondary manufacturing

sector oulproduced the primary.

* Georpe Bowering. Caprice, (Penguin: 1987) p. 108.
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Statistics of the production of resources, and of processed manufactured goods
like lumber and canned fish, of consumer products like beer and cigars, or investment
goods like ships, show the British Columbia economy booming in the early 1860’s and
then again in the late 1870's. Despite a few crises in 1892, 1908 and 1913 and the
sudden increase in economic activity caused by the Klondike Gold Rush in 1898, the
trend of the British Columbia economy was steadily and strongly upward. In the

period 1880 10 1910 alone, British Columbia’s Gross Domestic Product (GDP) grew at

2
412 Growth, however,

an annual rate of 9.84%, compared to 3.84% for all of Canada.
was uneven across the economy. Figure 1 shows that the growth in the resource
extractive sector was steady from 1875. On the other hand, chapters 6 and 7 and the
figures in Appendix 6 show that the development in the secondary manufacturing sec-
tor was unsteady. The food and drink sectors grew steadily, as did population growth
but clothing, semi-durables, and the producer goods sector, experienced a dramatic
decline in the decade 1890 10 1900 and then exhibited a mixed performance from 1900
to 1915. According to the commonly held notion of industrialization, elaborated in the
Canadian context most explicitly by Gilmour, the British Columbia economy "de-
industrialized” in the decade 1890-1900, and the maturity defining sectors continued to

decline through to 1915.

The divergent growth paths of the different elements of the British Columbia
economy have received little attention. This thesis then is presented as a preliminary
contribution to charting those paths and placing the British Columbia economy in its
national and global economic context. In some respects the literature on the relative
and absolute decline of the secondary manufacturing sector in the Maritimes provides
starting points. That there was some mechanism or mechanisms that account for the

centralizauion of Canadian secondary manufacturing industry in Southern Ontario, and

412 And population grew at 6.89% per year compared to 1.72% for Canada. Allen, "B.C. Past. Present

and Future” p. 14, 15.
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North American secondary manufacturing in the contiguous American North FEast,
seems obvious. What has been less obvious is that some of the linkages from the
industrial frontiers were also locating or relocating in the United States and Britain.
The boiler and engine case study suggests that the relative and absclute decline of
manufacturing in British Columbia was one manifestation of not just a national but an
international division of economic activity. A comparison of how these forces affected
the eastern and western industrial frontiers of Canada reveals some common factors
and others that are unique to British Columbia. There is for example, evidence that
the decline of the secondary manufacturing sector in the east and west coincided with
an increase in the amount of non-local ownership of the regional resource and

manufacturing sectors.*13

In general the explanations for the decline of the Maritimes and for the present
state of the British Columbia economy are discussed in terms of either the dependency
or export base models. Neither focusses on the international aspects of the process of
regional economic growth and decline nor do they fit the complexities of the British
Columbia case very well. Both have the problems of internal consistency or logic dis-
cussed in Chapter 2.

The export base model fits the pre-railway era in British Columbia in its general
tenor, but it totally misses the dynamics of the post-railway era. Instead of being pro-
pelled by a booming resource base, and the resource base continued to boom, the indus-
tries in the secondary manufacturing sector most directly linked to the resource base,
like boilers and engines, declined or languished. One of the difficulties with testing the
export base approach is the post koc nature of the reascning — if a region fails it has a
staple with poor linkages (or a lack of entrepreneurial skills). This study of British

413 heson, "The National Policy and the Industrialization of the Maritimes.”; David Frank "The Cape
Breton Coal Indusiry and the Rise and Fall of the British Empire Steel Corperation.” Acadiensis, V1, (Autumn
1977), pp. 3 34. McCann, "Pictou County.” This approach has been suggested for British Columbia by
Resnick. "Political Economy of British Columbia,” p. 6.
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Columbia however, shows a region in which the linkages between the resource indus-
tries and the secondary manufacturing sector not only existed as potential but were

manifest, until the turn of the century.

The boiler and engine data allow us to refine our understanding of "linkages" and
"prices" as institutionally or socially defined. All products require some inputs and
many require refining of outputs. The production process is a result of not just
characteristics of that product and the level of technology but the social system and
mstitutional framework in which production takes place. What these linkages will be
Is an interesting question but for regional development it is less germane than where
they will locate. The British Columbia secondary manufacturing sector declined not
because capital was 100 expensive or not available in British Columbia but partly
because thal capital and the resources it could command, were owned elsewhere.
Non-local capitalists had different purchasing patterns from local capitalists. The phy-
sical location of the ownership of British Columbia’s resource, transportation and
manufacturing industries directed where inter-industry linkages would be located, and
this as much as any other integrating factor, drew British Columbia into the continen-
tal economy.

lLike linkages, prices are a product of institutional forces of which the "free’
narket economy may or may not form a part. Transport and tarifl rates for example
have been set for the British Columbia economy by institutions that have multiple
objectives, many inconsistent with economic efficiency. Having said this, once histori-
cal analysis has established the social rationale for the price structure in the transport
and labour markets, then given the price structure the resulting pattern in British
Columbia is consistent with location theory and the theory of comparative advantage,

aspects of export base theory.
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The discovery that extra-regional investment and institutions played a part in the
de-industrialization process aflirms the conclusions of many dependency theorists but
is only one piece of a large puzzle. The dependency approach also has its internal
inconsistencies and lacks a firm theoretical foundation. Applied to British Columbia
the dependency approach has overlooked the pieces of the explanation which are
grounded in conditions within the region itself. The dependency approach has
difficulty accommodating the early growth of the secondary manufacturing sector, the
strength of the local entrepreneurs and the strength of British Columbia labour. The
post-railroad era is more consistent with the broad outline of dependency theory but
the search for an explanation reveals that it was as much factors within the region,
such as high wages, as it was outside factors that were responsible for the decline of
regional secondary manufacturing.

Both the major analytical traditions have strengths, depending on the specific
nature of the questions being asked, but they have tended to divide the literature into
either studies of structure that lack empirical evidence and empirical studies of the
effect of different input factor prices which ignore how those prices have been set.
Because the nature of one's theoretical perspective defines what is considered relevant
and hence defines what the "facts” are, the respective foci of the expert base and depen-
dency theories explain why there are so few studies of secondary manufacturing, local
capitalists, or transportation networks in British Columbia.

The production system approach appears to combine the strengths of both and
thus provide a useful window through which we can observe economic development.
I ike the other approaches 1t 100 defines its own set of facts but it examines a more
complete set of relationships and avoids some of the inconsistencies and determinism
of either of the two standard approaches. By focussing on the set of relationships

emanating from the production process it is rooted in the historical circumstances
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selves first, unable to take advantage of expanding local markets and later, forced out

of local markets that they had previously dominated.

Transport relationships had another important effect on British Columbia. While
the Canadian Pacific Railway was the vehicle over which much of the capital and
commodities travelled into British Columbia, it was also important for what it did not
do. It did not have the effect of equalizing wage rates across the country in this period.
High wage rates in British Columbia appear to testify both to the relative richness of
the natural resource base of the province and to the fact that the railway was unable,
in this period, to overcome the isolation of the British Columbia labour market from
the national labour pool. Rich resources and labour shortages combined to enhance the
relative strength of organized labour. Some portion of the higher than average wage
may have been compensation for a higher cost of living though the extent of this
influence awaits the creation of real wage estimates extending back to the 1880's.
Paradoxically. high local labour incomes which ought to have created a local consumer
market, adversely affected the ability of the British Columbia secondary sector 1o com-
pete in local and continental markets. Ironically, it appears that it was the success of
ti ¢ resource industries and not their failure, caused the decline of the boiler and engine

industry, and perhaps by extension, the secondary manufacturing sector.

Other factors often cited 1o explain the relative decline of the Maritime and Que-
bec manufacturing sectors. namely material input costs. tariffs and lack of
entrepreneurial skills appear 10 have little significance in this case. That material costs
do not have more significance in the relative advantages and disadvantages of manufac-
turing in British Columbia is a surprising conclusion and suggests that more detailed
industrial histories need 1o be done. The evidence on the remaining elements of the
cost function: economies of scale (inciuding such non-pecuniary economies as the abil-

ity 10 set up national marketing networks) and capital costs remain inconclusive.
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The study suggests that at least over a 50 year period an economy can grow while
. n . . . " . . . . .
it "de-industrializes”. Iligh wages and a high regional income can exist as the economy
becomes increasingly specialized in resource production as long as the resource base
continues to expand. The low regional income of the Maritimes does, however, suggest
whatl happens to an economy specialized in resource extraction, when the resources run

out or their relative value declines.

One key advantage of the production system approach is that it encourages an
examination of the institutional structures that channel production. Orlove remarks

that the "production system’ type of approach:

allows the nature of internal divisions to be e<tablished empirically. rather than as-
suming the sort of differentiated interdependence that modernization theory proposes
or the division into two antagonistic classes that dependency theory suggests. It as-
sumes the state is a crucial element in the process of change because of the importance

of political constraints, but it does not declare beforechand the nature of the relations

between the economy and the state S

In British Columbia over the study period, the adoption of the Canadian tarifl in 1872,
the National Policy tariffs in 1879, unionization of an unusually large portion of the
labour force and a shift out of British Columbia of the ownership of resources all
shaped the production systems of industries and firms. The effects of these changes on

the British Columbia economy remain largely unstudied.

This thesis points to Confederation in 1871 as the most important of these insti-
tutional shifts as a pre-condition for the National Policy. The tariff aspect of the
National Policy may have provided some early assistance to British Columbia
manufacturers but it was the arrival of the Canadian Pacific Railwayv. an event which
has 10 be understood in its National Policy context. which drastically altered the shape
of British Columbia economy. The railway was the major intervening variable not
because it lowered transportation costs: rather it brought British Columbia closer to

415 Orlove, Alpacas. Wool and Men. p.1&; He contrasts the dependency approach with the modernization
approach. The export base mode! can be collapsed into the more general modernization approach {see Chapter
r s & =3 ¥
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Canada in transport time.

The Canadian Pacific Railway was more than a physical link to Canada. It
brought British Columbia into national and international commodity and capital mark-
ets and ultimately, though not, in the period under study. labour markets. The boiler
and engine study indicates that the increasing level of non-local ownership of British
Columbia resources and businesses, which was part of the railway induced integration
into the national and international economy, brought with it a new set of linkages.
Non-local firms tended to purchase inputs from non-local suppliers regardless of the
production function of the product. The cumulative effect of increasing non-local
ownership, high labour costs and a discriminatory freight rate structure in British
Columbia after 1890 was 1o encourage a specialization in resource products at the

expense of secondary manufacturing.
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Appendix 1
Definition of Manufacturing and Industrial Establishment

Manufacturing is defined for the purposes of this thesis as the transformation of
material goods for sale consumption takes place in an industrial establishment. The
definition of an industrial establishment used in this thesis is t! = definition in use in
Canada over the course of this study. It was broader than the definition currently in
use. but narrower than the definition used by the contemporary United States Census.
The Canadian census from the 1870-1 Census through to the 1890-1 Census defined:

An industrial establishment is a place where one or several persons are employed in
manufacturing, altering, making up or changing from one shape into another, materials

for sale, use or ((mxumption.]

The definition is clarified 1o some extent in Bulletin No. 10 published by the census in

1592:
Limestone is a raw product, the taking of which out of the quarry pertains to mining.
The burning of limestone is an operation which changes the form. emplovs labour and
capital to cffect the change and gives the product an enhanced value. The census re-
turns do not take cognizance of the quarrying, in connection with industrial cstablish-
ments. Breaking a big stone into a score of <maller stones does not change the form
though the result is an article of increased value. The preparation of limestone and its
transformation into an article altogether different in appearance from the original con-
stitute the lime kilns, in which the operations are carried on, industrial establishments,

1o be included in the returns of the census.?

A butcher shop is not considered an industrial establishment despite the fact that:

.. a 'porker” strung up by his heals in the doorway is changed very considerably in
appeatance in consequence of the operations denuding him of his bristles and depriving

him of his interior. *

If the "porker” is cut up however, and then smoked, canvassed, pickled or otherwise
prepared, the establishment where these operations lake place is considered an indus-
trial establishment and the operations, manufacturing.?

In 1901 and again for the census of 1911 firms employing less than five workers
were considered 1o be "workshops" and were excluded from the census whose intent it
was 1o enumerate "Tactories”. The rational for this requirement was 1o limit the scope
of the census to "statistics of the factory svstem as distinguished from those of the
domestic or hand system of labour" and specifically to exclude small firms engaged n
"baking, blacksmithing, baskel-making, carpentry, dressmaking, shoemaking, spinning,
tailoring and weaving," from the statistics of manufacturing.” However, in the 1891
census it was evident that these "domestic or hand trades” comprised a significant per-
centage of production in British Columbia, and this exclusion can be expected to add a
downward bias to the 1901 figure. However the percentage of output produced by
firms with Jess than five emplovees appears 1o have been decreasing over time. For the

bias this has on the 1901 published census figures see Appendix 2.

1 Canada. Census, 1890 1, Vol. 3. p.iv.
2 Bulletin 10. 1892, p. 3.

3 ibid.
1 ibid.

S Fourth Census of Canada 1901, v, Vi.
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In the censuses of 1905 the definition of an industrial establishment was
extended back to its pre-1900 meaning although inexplicably "many of the smaller
ones [establishments] were not used in the compilation."® In 1915 there was no limit
placed on the number of employees that an establishment required to be considered
“industrial” as opposed to a "workshop” but it had to produce $2,500 worth of goods.
Flour and grist mills, butter and cheese factories, fish canneries, sawmills, brick and
tile yards, lime kilns and electric light plants were included regardless of the value of
their output or number of employees.” For the purpose of comparability however, after
1900 T have used the five employee minimum consistently and in 1915 have had no
choice but to add the requirement of the minimum $2,500 output, for all industries
but the listed exceptions.

® Canada. Census and Statistics Office. Bullerin 11, Manufeciures of Canada, {Ottawa: 1907 P Vis

7 Canada, Census and Statistics Office. Posial Census of Manufactures. 1916, {Ottawa: 1917) p. 1.
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Appendix 2
Estimate of Under-enumeration Caused by Minimum Firm Size in 1901 and 1910

For the censuses of 1900 and 1910 the definition of an industrial establishment
was changed from the previous censuses to exclude firms with less than five employ-
ees. This makes it difficult to compare the statistics from before 1900 to the census of
that year. This appendix considers the extent to which the census of 1900 understates
the amount of production in British Columbia as a result of excluding small firms.

The 1891 census did not distinguish between firms by number of employees but
it did distinguish firms by categories based on value of production. If in 1891 we
eliminated the two production categories of industries that had an average firm size of
less than five employees (firms with output of less than $2,000 and firms with output
of between $2,000 and $12.000) we would have eliminated 70.4 percent of all firms

but only 15.7 percent of production and 12.7 percent of employees.” While the average
firm size in these categories was below five employees, no doubt some firms had a work
which exceeded the five necessary for comparison with the census of 1901. In 1901
there were 151 firms which employed five or more yet whose production did not
exceed $12.000 and thus fell into the same two production categories. These firms
comprised 39 percent of the total number of firms, 11 percent of total employ ment
and 5 percent of production.!’ Assuming no change in the relative shares of production
of firms employing less than five and no change in the relative share of firms producing
$12,000 or less worth of output. the 1901 census would underestimate total

Table 15
Average Fmployment Per Firm by Output Category 1890-18

Output # of Jc of # of Emplovees % of all
Firms  Firms  Employees per Firm (Avg.)  Output

Less than $2,000 234 30.4 322 1.4 1.6
$2.000 10 $12.000 307 40.0 1,137 3.7 14.1
$12,000 1o $25,000 111 14.4 1,664 14.9 16.4
$25,000 to $50.000 59 7.7 2.296 38.9 17.9
Over $50,000 59 7.7 5,988 101.5 50.0

8 Canada. Depariment of Agriculture. Mechanical and Manufaciuring Indusiries of Canada by Groups
Special Report on the Census Returns, Appendix 1o the Report of the Minister of Agriculture for 1894, Ot
tawa: King's Printer, 1895,

? Canada, Depariment of Agriculture. Mechanical and Manujaciuring Industries of Canada by Groups
Special Repori on the Census Returns, Appendix 1o the Report of the Minister of Agriculture for 1894, Ot
s Pr b &
tewa: King's Printer, 18935,

10 Canada Census. 1901 Vol. 3, Table XIX.
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production by 10.7 percent.!!

Inwood & Chamard estimate that production by firms employing less than 5 in
British Columbia in 1890-1 was 16% and assume no change in the share of "artisanal

production” over the decade.'” However, the percentage of output produced by firms
with less than five employees appears 10 have been decreasing over time. According 1o
the postal census of manufactures for the year 1905, firms employing under five peo-
ple only produced 1.3 percent of total output and employed 1.1 percent of the total
manufacturing employment in British Columbia.!® Bertram and Firestone have both
taken the view that the share of artisanal firms, that is firms employing less than five,
was declining in this period. Firestone estimates that in 1900 21.4% and in 1910 8.4%
of production is excluded due to the change in enumeration. Bertram estimated that in
1900 the census underestimated production owing to this definition change by 12.22
percent, falling to 5.93 percent in 1910. Altman estimates that by 1910 only 2.7% of

production was excluded by the revised definition.

All the evidence suggests that the share of output from small firms in British
Columbia was well below the national average. If we assume with Bertram and Fire-
stone a declining share of artisanal production then it seems that a reasonable approxi-
mation of the underestimation of output, due to the decision not 1o count firms of less
than five employees would be in the range of 8 to 10 percent for British Columbia in
1900 and in the range of 2 to 6 percent in 1910.

11

15.7% of production (1890-1) by firms producing less than $12,000.
- 5% of production (1901) firms of over 5 emplovees but producing less than $12.000

10.7% of production by firms of under 5 employees (producing less than $12.000)
and therefore not included in 1901 enumeration.

This probably exaggerates the underestimation because the share of production of firms of under five employ-
ces and of firms producing less than $12.000 appear 10 have been declining {see below /.

P Inwood & Chamard. "Missing Artisans.” pp. 107 109.

13 See: Census and Statistics. Bulletin 11, Manufaciures of Canada. (1906), (Otlawa: King's Printer.
1907

1 Gordon W. Bertram. "Historical Statistics on Grewth and Structure of Manufacturing in Canada.
1870 1957." Canadian Political Science Associarion Conference on Staiistics. 1962 and 1963, Papers. p. 99; O.].
Firestone. Canada’s Economic Developmen:. 1867 1953, (London: 1958), pp. 291-2; M. Altman. "Comparative
Economic History of Quebec and Ontario. 1870 1910." PhD. Dissertation. McGill University, 1984, vol. 1, p.

83
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Appendix 3
Output Estimates of Firms in ‘All Other’ Category 1901-1911

For the censuses of 1881 and 1891 no estimates were needed as each industry
that was present in a census district was listed with complete statistics regardless of
the number of firms in that industry in any district.

In order to protect the confidentiality in the censuses of 1901 and 1911 industries
with less than three establishments in any tabulation unit (ie. district, province,
Canada), were all lumped together in an "All Other" category. In some instances the
province’s largest firms (like B.C. Sugar) fell into this category. Fortunately, with
some of these industries, the confidentiality provided was more apparent than real -- it
Is possible to calculate the missing B.C. figures by subtracting the published industry
totals for all the provinces, except B.C., from the Canadian total.

However, in cases where other provinces beside British Columbia had less than
three firms in an industry it is not evident how much of the production accounted for
by provinces with less than three firms in an industry is atiributable to British
Columbia. In these cases the only information the census published was the number
of firms in each province having less than three firms. It is possible to derive the total
output, employment, etc.... that these firms collectively accounted for by subtracting
the data for provinces having 3 or more firms in that industry from the Canadian
total. In these cases estimates were made to proportion British Columbia’s share of the
residual output of the industry produced in the provinces which had less than three
firms in the industry.

Four different estimation techniques were used depending on the type of indus-
try, ie. whether it served only a regional market or an extra-regional market, and on
the availability of comparable data from other sources. Method One was 1o find pub-
lished figures for employment, output or value added for the census vear in question
from other government reports. Because the censuses of 1901 and 1911 were based on
manufacturing production for the 1900 and 1910 calendar years comparable data is
often available. Thus the production statistics of cement or brick production were
obtained from the Annwal Report of the British Columbia Minister of Mines 1910, 1911
in B.C. Sessional FPapers. The number of employees were then estimated from the
census residual employment figures by multiplying them by the ratio of the output of
the British Columbia firms to the output of all provinces with less than three firms in
the industry. In a similar manner the number of emplovees in the British Columbia
firms for 1910 were obtained from the Report of the Inspector of Factories. 1910. B.C.
Sessional Papers, 1911, and were used to proportion output.

The remaining industries which could not be allocated in this way were allocated
1o one of two categories. Category One was comprised of those industries which sel-
dom sold their product inter-provincially. Industries in this category. for example,
included: ice making, monuments & tombstones, and tent and awnings. The residual
output for these industries were allocated to the provinces with less than three firms
in the industry according to their population size regardless of whether there were one
or two firms in that province (Method 2).

The third estimation technique was applied ¢ industries in Category Two, indus-
tries which sold their product extra-provincially, for examples sugar refining, rice mil-
ling, and vinegar making. In these cases output and emplovment were allocated to the
each province in proportion to the number of firms in the province.

Finally there were a few industries in which 1 or 2 British Columbia firms pro-
duced the total Canadian output so there is no way to calculate their output from that
given census. A fourth technique estimated the output for these industries by
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deflating or inflating the output of that industry from the census chronologically
closest to the year in question which did publish output for that industry. The pro-
vincial growth rate for manufacturing for the intervening period was used as the
inflator or deflator (ie. the 1915 cutput of wooden pipe manufacturing was deflated by
the growth rate of British Columbia manufacturing 1910-1915 to provide an estimate
for the 1910 output). This technique was used only in a few cases.

In 1901 22.1 percent of British Columbia’s manufacturing output was accounted
for by industries in the "all other" category and thus had to be estimated. Method 2
accounted for 3.2 percent of the total; Method 3 for 17.1 percent; a further 1.8 percent
of the total output was estimated by Method 4. Estimated output figures for 1911
accounted for 10.7 percent of total manufacturing output, respectively, Method 1, 0.7
percent Method 2, 1.6 percent Method 3, 7.5 percent; a further 0.9 percent of the out-
put was estimated by Method 4.
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Appendix 4
Industries Enumerated in British Columbia by Category

The industry categories used in this thesis is adapted from that proposed by
James Gilmour!> which in turn is based on the work of J.I. Dales.'® These categories
have the advantage over the 1949 standard industrial classifications because they are

designed to accommodate the structure of pre World War One industry.
I have reviewed Gilmour’s classifications and have made the following alterations:

a) Tobacco Processing was removed from the Primary industry

category and placed with Consumer Food, Drink and Tobacco

category. In Ontario Tobacco is an Extractive Industry.

In British Columbia, on the other hand, where

little tobacco is grown, tobacco processing more properly belongs

in the consumer category where it should be considered inter-

changeable with Gilmour's Tobacconist and Cigar Making category.

b) I have allocated Opium Manufacturing to the Consumer Food. Drink
and Tobacco category from of the Finished Producer Good

where Gilmour has placed it.

Smelting has been moved from the unfinished goods category of

the producer goods sector to the unfinished category of

primary manufacturing. Finally I have moved sail making from consumer
semi-durables and boat building {from consumer durables and placed them
in the finished producer: investment goods sector, because

evidence suggests that most of the products from these industries,

in B.C. were sold to the fishing and transportation industries.

¢) While Gilmour and Dales have split some

industries between different manufacturing categories
according to percentages of output sold in different
markets, I have chosen the single most important category
of theirs and allocate the whole of the industries output

to that category. This

should not distort the data significantly

because i) their assignments to different categories

were based on "educated guesses" and ii) most of the time
they allocated 80 per cent or more of an industry’s cutput
o a single category iii) this is well within the margin

of error of their educated guesses and iv) this apportionment
affects relatively few industries and v) the apportionments
across commodity industries will tend to cancel themselves.
By avoiding this semewhat haphazard apportionment we
simplify the analvsis considerably.

15 Yames Gilmour. in Sparial Evoluion of Manu/aciuring: Southern Ontario. 1851-1891 (Toronto: Univer
sity of Toronto, 19727 pp. 196-204.

Y€ JH. Dales. "Estimates of Canadian Manufacturing Outlpui by Markets, 1870 1915 Papers. Canadian
Political Science Association. Conference on Statistics 1962 and 1963.
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Industries Enumerated in British Columbia in
Canada Census 1881, 1891, 1901, 1911 by Industry Category
(Revised Dales-Gilmour)

20)Consumer Goods

21) Consumer Food and Drink

Aerated Water Making
Bakeries

Baking Powder & Flavouring Extracts

Bread, Biscuit, & Confectionary
Breweries

Cigar Making

Coffee & Spice Mill
Confection Making

Flour and Grist Mill
Fiquors-Malt

Meat Curing

Opium Manufacturing
Rice Cleaning & Polishing
Slaughter & Meat Packing
Sorghum Syrup Factories
Sugar Refinery

Tobacco Working

Vinegar & Pickles

22) Consumer Sundries

Broom & Brush
Chemical Establishments
Fish Oil Refining
Interior Decorations
Match Factories
Miscellaneous Wares

01l Refineries
Photographic Galleries
Printing and Publishing
Soap & Candle Making

23) Consumer Clothing & Footwear

Boot & Shoe Making
Dressmaking & Millinery
Clothing

Furnishing Goods
Furriers & Hatters
Hosiery Manufacturing
Tailors & Clothiers

Wig Making

24) Consumer Semi-Durables

Gold & Silver Smithing
Potteries

Saddle & Harness Makers
Watchmakers & Jewellers
Woolen Mills

25) Consumer Durables

Cabinet & Furniture Makers
Carriage Making

Coflin & Casket Makers
Furniture and Upholstery
Gun Making

Gunsmithing

Incubator Factory
Locksmithing

Mattress Making
Monuments and Tombstones
Musical Instrument Making
Trunk & Box Making

30) Finished Producer Goods
31) Fin. Producer Construction Materials

Glass

Glass, Stained, Cut. Ornamental
Lumber Products

Metallic Roofing & Flooring
Mirror & Plate Glass

Paint & Varnish

Planing & Moulding

Plumber’s Supplies

Roofing & Roofing Materials

32) Fin. Producer Supplies to
Primary & Secondary Industry

Artificial Ice

Awning Tent and Sails
Blacksmiths

Drugs

Explosives

Fertilizers

Gunpowder Mills
Rope & Twine Making
Saws



33) Fin. Producer Investment Goods

Boat & Canoce Building
Boiler Making

Boilers & Engines

Car (Railway) Repairs
Carpenters & Joiners

Engine Building

Foundries & Machine Works
Housebuilding

Painters & Glaziers

Patterns

Plaster & Stucco

Plumbers & Gasfitters
Plumbers & Tinsmiths
Pulleys

Rolling Stock

Sail Making

Sash, Door & Blind Factories
Shipyvards

Showcases

Wooden Pipes

40) Unfinished Producer Goods

Bookbinding

Boxes and Bags

Boxes. Wooden

Brass Casting

Coke

Cooperage

Dyeing & Scouring

Dyeing and Cleaning

Flectrical Apparatus & Supplies
Fittings & Foundries (Brass)
Iron and Steel

l.eather, Tanned, Curried & Finished
Printing & Bookbinding

Rubber Factory

Ship Material Making
Tanneries

Tin & Sheet Iron

Tinsmithing

Woodturning

Woodworking and Turning

50} Primary Manufacturing
51) Primaryv Food & Drink
Butter Factories

Cider Making
Cheese Factories

187

Condensed Milk

Fish Canning

Fish Curing

Fruit & Vegetable Canning
Hops. Pressed

Preserved Articles of Food

52) Primary Construction

Asbestos

Brick, Tile & Pottery
Cement Blocks & Tiles
Lime Works

Log Products

Portland Cement
Sawmills

Shingle Making

Stone & Marble Cutting

53) Primary Unfinished Producer Goods
Charcoal Burning

Pulp Mills
Smelting Works
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Appendix §
Sources for Tables 1 and 2

The Colony of Vancouver Island instituted a business tax in 1860 based on the
declared income for the three months prior to the assessment. The assessments were
made and taxes levied twice annually 1860-1866. The 1860 figures here represent
income declared for the purpose of income tax levy, and as a result must be underesti-
mates of actual production, for two three-month periods (April 1 to June 30 and
October 1 to December 31, 1860) and are doubled to give an estimate of the annual
production. The figures are declared in pounds but are converted here at the rate of $5
to 1 to allow comparison to eastern Canada. In 1861 the official government rate in
the colony of British Columbia was set at $4.85 to 1 pound sterling but previous to
this and for years afterwards the pound passed at $5 in the colonies. The rate was not
officially set by statute in Vancouver Island until January 1, 1866 when it was also set
at $4.85.

After 1862 the merchants were asked to declare their six month sales and so the
1865 annual estimate is double the six month sales reports. For the Tax Assessment
Roll see, "Supplement to the Daily British Colonist" February 2, 1861 and May 8,
1861; Colony of Vancouver Island, Extra Government Garzette, vol. 11, no. 40, (Sep-
tember 1 1865) and British Colonist, October 25, 1862, p. 3. For conversion rate see
Ordinance No. 8 of the Legislative Assembly of Vancouver Island; the British Colum-
bian. December 21, 1861; and, Howay, Sage, Angus, British Columbia and the United
States. pp. 171-3. For the Truades’ Licence Act see "An Act to Impose Certain Duties in
Respect of Certain Trades and Occupations, 1860," A Collection of the Public General
Statutes of the Colony of Vancouver Island Passed in the Years 1859. 1860. 1861. 1862,
and 1863. Victoria: Evening Express, 1864.

For the purposes of a rough comparison to the secondary manufacturing of Upper
Canadian towns of the time, the building, and many of the hand trades including
brewers, bakers, bootmakers, etc. have been removed from the figures for Victoria in
column IV of Table 2 as these were not included in the Canadian Census of 1861. To
compare the secondary sectors the flour milling and sawmilling contribution has been
removed from the totals in column IV and as Toronto and Hamilton declared neither
of these industries their totals are unchanged between columns. The figures are
derived from two different sources and collected for different purposes, moreover nei-
ther record is complete. No attempt was made to estimale the missing output statistics
either for the Upper Canadian census or the Victoria tax assessments. Victoria data is
from 1860 income estimates for manufacturers and is based on the Trade I.icense
assessments (above). Upper Canadian figures from Census of the Canadas, 1860-61,
Vol. II.. Quebec: S.B. Foote, 1864. Both sets should be regarded as underestimates on
the grounds that, first, in neither case does every firm report its output and second,
due to the association of the data collection with taxation. Victoria population is from
Daily British Colonist. June 12, 1860. and is an approximation only.
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Appendix 6
Output of Selected British Columbia Industries, 1880-1915

The following Tables A-1 to A-24 are the production statistics from those indus-
tries that appear in three or more of the censuses between 1880 an 1915 and provide
an indication of changing levels of output over time. The figures for 1900, 1905. 1910
and 1915 are for firms with five employees or more. The effect of this definition shift
1s discussed in Appendices 1 and 2. The output is consistently expressed in current
dollars and the eflect of this on the interpretation of changing output over time is dis-
cussed in Appendix 7.

Where reliable estimates are available they have been added to the production
statistics directly provided by the census. The estimation techniques are the subject of
Appendix 3.

Data directly from the census is connected by e e—eo—-

Data that has been estimated is connected by  eeesececscse
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Appendix 7
Interpretation of Current Dollar Values

This appendix considers the difficulties of comparing dollar values over 55 years
owing 1o inflation/deflation and considers the effects of general price trends on the
interpretation of data provided in this thesis.

The main difficulty of using dollar values as a measure of output over time is
that it is not a consistent measure. The value of one dollar changes over time and as a
result. so does the output it represents. If the value change is significant the dollar is
not a standard basis of comparison unless we adjust dollar values themselves to a
common standard. The usual method of coping with this problem is to create price
indices which establish the value of the dollar in different time periods based on how
many dollars it takes 1o purchase a given bundle of goods.

There are two main difficulties in applying this approach to the data in this thesis.
First, there is no good general index for manufactured goods in British Columbia or
Canada during the period under consideration. Second, the indices that might be used
as proxies, for example the wholesale or export price indices are heavily or exclusively
weighted towards prices prevailing in eastern Canada. At present there is no way of
determining the extent of price differences between British Columbia and the rest of
the country although the evidence suggests that a dollar bought less in British Colum-
bia than elsewhere.!” Due 10 these difficulties no allempt was made 1o adjust the time
series data presented in this thesis by any of the published indices. The published
indices do however, provide a guide 1o the interpretation of this data and allow an
indication of biases inherent in the production values and in some cases these are quite
significant.

The price indices assembled by Urquhart & Buckley and the Dominion Bureau of
Statistics/Statistics Canada are consistent for this era in terms of direction of price
trends but vary in magnitude.’® The general trends are visible in Figure A-25.
Between 1880 and 1890 Urquhart & Buckley’s general wholesale price index shows a
deflation of 4-6% (J33)'® The wholesale foodstufl index (1165) and Mitchell's general
wholesale index (J1) show 11% deflation.

The deflationary trend continued through the next decade, 1890-1900. Urquhart
& Buckley's general wholesale index (J33) shows a deflation of 5-7%: the food whole-
sale index (J165) a deflation of 6%, and Mitchell’s wholesale index (J1), 3%.

17 For example i1 bought less labour (see Table 22 and Figure 12); Therc are some comparative statistics
tor consumer prices 1900 1915 which show the higher cost of living in British Columbia: Canada. Depart
ment of Labour. Wages and Hours of Labour in Canada, 1901 1920, Report No. 1 (Ottawa: Issued as a supple
ment o Labour Gazette, March 1921 ); and Canada. Board of Inquiry into Cost of Living. Report of the Board,
(OMawa, 1915) Vol.l. pp. 558 590.

16 M.C.Urquhart & K.A.H. Buckley. Historical Statistics of Canada, (Cambridge. Toronto: Cambridge
University, MacMillan, 1965); all the subsequent references to Urquhart & Buckley refer 1o this 1965 edition.

' This and subsequent reference numbers refer 10 data series in Urquhart & Buckley. In Series 133 the
vears 1935 9 are used as basis 101 index and the 4% estimale is on that basis; using an 1850 base vields the
second estimate, 6%; All the other series mentioned below use 1900 as the base vear with the exception of Fig
ure A 25 which uses 1913,

202



Inflation of between & and 12% set in between 1900-1905 according to Urquhart
& Buckley's wholesale index (J33). Mitchell's wholesale price index (J1) estimates
climbed 6% while the food index (J165) show 17% inflation.

Prices rose even faster in the next five years, 1905-1910. Urquhart & Buckley
(J33) show an inflation over this period of between & and 12%, Mitchell (J1) of 12%
and the wholesale food index (J165) of 24%.

The Canadian inflationary trend continued between 1910 and 1915. Urquhart &
Buckley (J33) estimate inflation ran at 13-17% while Mitchell's estimates (J1) 24%.
The food index (J165) series ends in 1913 showing an inflation of 5% over the three
vears.

In Chapter 7 the time series data for products of the metal and boiler industry
exhibit the same overall trend but the price fluctuations are not so wide. The Depart-
ment of Labour metal implement price index (J24) shows a deflation of 4% between
1890 and 1900, inflation of 6% 1o 1905, deflation of 2% to 1910 and inflation of 8% to
1915 (see also J10 and J40).

In terms of interpreting the time series data in Tables 3, 4, 5, 10 and 12, the
figures for 1890 should be considered an underestimate of 4 to 10 % relative to 1880.
Adjusted for this deflation the census figures would show more growth in the
manufacturing sector and thereby further substantiate the thesis’s argument that there
was substantial manufacturing growth in this period. The 1900 figures also underesti-
mate manufacturing growth over the decade 1890-1900 by between 3 and 7%.
Adjusting for this improves the apparent performance of the British Columbia econ-
omy over the decade but not significantly.

Between 1900 and 1915 the value of the dollar diminished substantially so the
estimates for 1905, 1910 and 1915 actually overestimate the growth of the economy
relative 1o 1900. The value of the dollar in 1905 was very close to what it was in
1880 so these two figures are roughly comparable. Over the decade 1900 10 1910 price
inflation ran between 10 and 36% depending on the index and this inflation accounts
for some the apparent expansion in manufacturing that occurs in this period. Finally.
in the five years 1910-1915 inflation was also running at 6-17% over the period so the
apparent slow growth of the manufacturing economy may even have been a decline in
real terms. Adjusting for inflation in the 1900-1915 era would not substantially alter
British Columbia’s manufacturing production relative to the rest of Canada but it
would exacerbate the apparent overall decline in manufacturing production demon-
strated in this thesis.

200 Figure A-25
Wholesale Commodity Prices in Canada, 1867 to 1915
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