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ABSTRACT

This essay discusses the role of technological
change in Agricultural Development Economics. The
problem 1s to discover what the concept of techno-
loglcal change means within the context of theoretical
economics. The definition of technological change as
"a residual which causes shifts in the production func-
tion" 1s not thought to be adequate - it tends to make
technological change appear too mysterious. An attempt
is mede to uncover a less mysterious definition of
technological change.

The approach used in the essay 1ls to examine
the role of technological change 1ln certain critical
segments of economic theory (i.e. in resource theory,
demand theory, and market theory). The method of pro-
cedure is to review literature in each of these seg-
ments in order to explain: (1) how technological
change has become an important explanatory variable;
(2) why it has taken so long for technological change
to be given a meaningful role within the theory. No
attempt i1s made to advance a general theory explaining
technological change. Problems of measuring techno-
logical change are not discussed. The aim 1s to develop

a consistent interpretation of technological change
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throughout the theory, in order to remove unnecessary
confusion and to understand the theoretical implica-
tions which arise when technology 1s not assumed to

be held constant. Once these theoretical impllications
have been dlscussed, the egsay utllizes the concluslions
in a discussion of two policy problems in agricultural
development: (1) the problem of barriers to develop-
ment; (2) the problem of selecting appropriate effi-
clency and lnvestment criteria.

The essay concludes that technology symbolizes
human activity, and that technological change 1s a term
for "discovery" - the discovery of new processes Or new
human activities. It 1s concluded that technological
change is not compatible with a theoretical framework
where certalnty and static processes are assumed - in
fact, technological change forces theory to grapple
with the reallty of uncertainty.

Technological change, by stressing uncertainty,
suggests: (1) that so-called "barriers" to agricul-
tural development should not be stressed (in fact, they
may act as alds to development); (2) that activity ana-
lysis, cost-benefit analysis, and indexes of interaction,
potential predlict relevant criteria for establishing
development strategles, on the basis that these criteria

reveal the greatest number of repercussions relevant to



a decislon maker. The importance of technologlcal
change for agricultural development is stressed, pro-
vided that technology is utilized as a substitute for

land rather than for labor.
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INTRODUCT1ON

This essay consists of a basic question framed
in the context of the problem of agricultural develop-
ment. "What 1s technological change?': 1indeed this 1s
the baslc question to be discussed. The answer sug-
gested in thils essay 1s that technological change
should be identified with the process of discovery.1

The status of the concept of technological
change appears somewhat ambiguous in economic litera-
ture. In the same article, it can receive medals for
distingulshed performance and then be ingloriously
dismissed as an unknown entity. In some works, tech-
nological change can be credited for causing some pre-
cise percentage of a gliven growth - and then the rea-
der is told that technological change represents "the
unexplained residualh. Because of thls paradoxical
status, technological change has begun to appear mys-
terious and capable of being comprehended by only the
most esoteric of economists. Is it possible to explain
the present status of technological change in economic
theory? 1Is it possible to remove some of the mystique?

This essay attempts to outline a positive answer for

1The term "discovery" 1s dellberately chosen
in order to embrace the invention-innovation distinc-
tion.



both of these questions. As will be explained in the
next section, the discussion will be framed in the
context of agricultural development economics, but
the problems are not peculiar to this particular
fleld of study.

The question is not "What really is technolo-
gical change?" - there 1s no attempt to conduct an
essentiallst debate.  The purpose of this inquiry is
to discover what the concept symbolizes within the
realm of economlic theory. The question can then be
asked: "Is thls symbol useful for economic theory?"
(In this sense the question has an answer. It is im-
portant to realize that there could be no answer to
the question if it was asked In the essentialist spi-
rit - this fact in itself points to one major source
of confusion concerning this topic.l)

Second, it must be stressed that this essay
deals speciflcally with the problems of agricultural
development economics. Therefore, the question be-
comes: "What 1s the role of technological change in
agricultural development?"

To outline this problem, the writings of three

k. Popper, The Open Society and 1ts Enemies
(New York: Harper & Row, 1963), 11, pp. 9-21.
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different groups of economists will be dlscussed:
economic historians, agricultural development eco=-
nomists, and "pure -theory" economists.

The concept of technological change is not
new to economic historians: 1in fact, their explana-
tions of modern industrial development are often
based on thls concept. Deane writes:

One thing that 1s clear about modern economic
growth 1s that 1t depends on, more than anything
else, a continuing process of technical change.
What the industrial revolution did was to in-
crease substantially the flow of innovation em-
bodled in the nation's economic activity and to
turn it into a continuous if fluctuating flow.
In a pre-industrial economy technical pro%ress
tends to be exceptional and intermittant.

One of the most important aspects of this technolo-
gical change has been its lmpact on the resource struc-
ture.

The most important achievement of the industrial
revolution (in Britain) was that it converted the
British economy from a wood-and-water basis to a
coal-and-iron basis. Wood was a dwindling re-
source with a strictly limited future as a con-
struction material in an industrial context.
Water-power and wind-power were only partially
under the control of thsir operators and had a
very limited potential.

1p, Deane, The First Industrial Bevolution
(London: Cambridge University Press, 1965), p. 118.

2 Ivid, pp. 129-130. See also L. White, Medi-
eval Technology and Social Change (Oxford: Clarendon
Press, 1963). Here, the impact of technological change
1s discussed in the context of a more tradition society.
It should not be thought that technological change only
became important with the advent of the industrial age.
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However, 1t 1s ilronic to note that the pure
economic theory which developed to explalin this mod-
ern industrial economy tended to recognize technology

as a ceterls paribus (a concept too vague or unimport-

ant to be given much attention) and primary resources
as static or scarce. Only 1n recent years has this
prejudice been removed, under the pressing need to
explain economic growth.

In agricultural development economics, a cen-~
tral problem is to transform traditional agriculture,
that is, to develop the vast farming community of the
underdeveloped world where ways of behavlour have con-
tinued with 1little change from generation fo generation
for centuries. This community's state of arts, state
of preferences, and motives have remained constant for
a long enough period to remove any desire to acquire
new agricultural factors as sources of income - the
factors of production are "traditional® in form. >

Development economists can generally agree that
their main goal 1s to raise the per capita incomes for

the members of this traditlional community. But, there

is wide disagreement as to whether or not lncomes should

lp, Schultz, Transforming Traditional Agricul-
ture (New Haven: Yale University Press, 1965), chap. 2.




be raised by means of a "more efficient allocation of
resources'" or by means of "technological change",.

This debate centers on the question: 'Are
traditional farmers efficlent?" Some economists think
it is a contradiction to claim that these farmers are
"efficient" -~ obviously, inefficlency exists, because
incomes are relatively low and labor does not work
"very hard". For these economists, the solution is
,to remove primitive cultural and institutional bar-
riers which prevent the '"market" from allocating prop-
erly - technological change 1s viewed as a red herring
which everyone can talk about and nobody can compre-
hend. Other economists disagree - they point out that
traditional agriculture 1is characterized by low levels
of utilization of certain resources, low levels of
productivity (compared to developed areas) and yet high
levels of efficiency (in the sense that traditional
farmers are dolng phe best that they can to maximize re-
turns, given their techniques). From this viewpoint,
the only method of imporvement 1s to introduce techno-
logical change.1

Is it possible to decide who 1s right? Has eco-

nomic theory devised a critical test to resolve this debate?

1T. Schultz, op. cit., chaps. 1, 2 and 3.
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In modern theory, technologlical change is
most often defined to be "any shift" in the produc-
tion function.1 There are, of course, a multitude of
factors which could give rise to such a shift, and thus
technological change has been called the "residual",
or that part of Increased output per man which 1s left
over after lncreases in capltal per man have been ac-
counted for. The literature 1involves a debate cen-
tered around the various types of production functions
avallable., Important questions are: can constant
elasticity of factor substitution be assumed; is tech-
nological change "neutral"; can one distingulish tech-
nological change and economles of scale; can purely
organizational changes be distinguished from "tech-
nical" changes (the "embodied-disembodied" debate)?
These questions will not be discussed here.

There are two lssues which arise out of these
studies: (1) What do we learn from a "residual"?
(2) Is it logical to suggest that technological change
involves utilizing ﬁgiven" resources more ef‘f’iclently?1
Surely the residual 1s merely a measure of our lgnor-

ance, the null-set of our knowledge. Simllarly, can

1Ibid, pp. 72 and 48. See also E. Heady,
Economics of Agricultural Productlon and Hesource Use
(New Jersey: Prentice-Hall, 1965), p. 804,
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there be an upward shift in the production function
"given resources"? This terminology only contributes
to the mystery-making - for, by definition, a produc-

1 Since

tion function only shifts when inputs shift.
economic efficlency has traditionally been defined

only within the framework of fixed resources and static
technology, it is difficult to understand how tech-
nological change involves utilizing given resources
more efficlently.

Thus, the problem to be discussed in this es-
say emerges. A large body of economists attach great
importance to technological change as a pre-requisite
for the development of traditlonal agriculture. Many
economic historians concur in this opinion - on the
basis of thelir studies of past economic development,
technological change has been selected as a critical
explanatory varlable. Yet, desplte these demands,
pure economic theory still tends to view technological
change as a mystery, beyond human comprehension. Is
it possible to explain why economic theory has been
so tardy 1in giving analytic prominence to technological
change? Does the problem lle 1lnherently in "techno-
logical change" 1itself - or does the problem lie with

the concepts and assumptions which the economist uses

1z, Griliches has based his research on this
point, and has attempted to specify all inputs which
lead to an increase in output.
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to explain economic phenomena? It 1s the contention
of this paper that the latter 1s more correct than the
former - that '"the fault, dear Brutus, is not in our
stars, but in ourselves." Until the mystery label 1is
removed from technologlical change, it is impossible to
refer to our economic discourse as "sclilentific". If
science 1is "theory tested by observation and experi-
ment"l, our present studles concerning the residual
have served to refute existing theory rather than to
explain "the unknown residual’.

It appears that the problem of technological
change arlses most clearly when the problem of growth
is discussed. A long time ago, Mercantilists worried
about growth., However, Mercantllism was swept aside
by Classical economics -~ in the process of reaction,
the central issues for discussion became "division of
labor"™ and "efficient market allocation". It is a
contention of this paper that to understand our pre-
sent theoretical problems, we must try to understand
the implications behind this Classical viewpoint - the
implications involved 1n the stress on "given resources”,
"given rational wants”, the goal of "efficient allo-
cation', and the danger of government planning which

might upset the naturalhharmony of the economic universe.

1K. Popper, op, cit., p. 289, note 36.'
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The essay will be divided into four sections:
(1) an examination of the concept of resources, intro-
ducing technological change; (2) an examination of the
concept of demand, introducling technological change;
(3) an examination of the concept of a market, intro-
ducing technological change; (4) an examination of two
policy problems in agricultural development economics.

The essay ooncludes with a general conclusion.,



2,

TECHNOLOGICAL CHANGE AND THE CONCEPT OF RESOURCES

There was a strong tendency for the Classical
traditon to answer the question "What are resources?"
by saying: '"Resources are the exogenous givens which
man must use in order to satisfy his wants. Land and
labour are the two most baslic of these glvens, and
capital is merely a product of land and labour." Our
answer to this question is qulte different: "Resources
are not exogenous givens, but endogenous variables -
at least, in the long run context of growth. Further-
more, without man there can be no resources - resources
are not things, but the results of processes or inter-
relationships."”

This different answer flows from a different
viewpoint. The Classical traditon stressed physical
matter - in the form of land (l.e. an area) and human
beings (i.e. amount of labour). Physical matter pro-
duced satisfaction for men ~ to produce more satlisfac-
tion, more physical matter would be needed. The concept
of discovery seemed to apply to geographical movement
only. The role of intellectual discovery was down-
played., Questions such as "How did man come to know

how to save, to produce, to use caplital, etc.?" seemed
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too obvious, since any rational man performed these
acts. However, in our analysis intellectual dlscovery
is stressed, and we are less prone to centre our atten-
tion on physical matter.

There are at least two radically different
ways of 1lnquiring about the existing economic system:
(1) to see whether or not it conforms to an ideal:

(2) to try and understand why 1t performs the way it
does. Utillizing the second approach, research be-
gins when a "barrier"” or problem area is discovered.
Assuming that people act for a reason, an attempt 1is
made to discover why the so-called barrier has re-
sulted from human action - an attempt 1s made to un-
derstand the function of the barrlier., The first ap-
proach, however, tends to dismiss any attempt to un-
derstand the functions of barriers - there 1s a ten-
dency to label all deviations from the ideal as ob-
viously irrational. In economics, the classical tra-
dition has tended to set a rational ideal. 1In this way
it has tended to restrict examination of the function
performed by barriers which create situations devia-
ting from the ideal. Our analysis will assume that the
economist's principal task as a social sclentist 1s to
understand the existing system, and then to discover

ways of improving the system's performance in the light
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of that understandlng.l
The analyslis which follows differs there-

fore from Clnssical analysis in that we attempt to be
more critical about what has been accepted as obvious.
Also, as Barbara Ward has pointed out, our generation
1s less skeptlical than the Classical generation con-
cerning the possibllities latent in technological
growth. Classlicists tended to suspect that the re-

volutionary phenomena of industrialism just could

not continue.2

2.1 Resources seen as Processes Defined by a Technology
The concentration on single tangible phenomena
in nature creates the false lmpression of resources
as something static and fixed. Actually, "they are
as dynamic as civilization itself . . . . They are a
living phenomena, expanding and contracting in re-
sponse to human effort and behavlor."3 The word
'resource' presupposes a person - 1t 1s an abstraction
reflecting human appraisal, and implicitly this concept
refers to a function which a thing maylperform. Re~
sources are inseparable from human wants and capabili-

ties - and they change as human wants or capablilities.

1R. A. Macdonald, "An Evaluatlon of the Eco-
nomic Analysis of Unionism," lIndustrial and Labor Rela=-
tions Review, XIX (April, 1966), p. 347.

2B. Ward, Toward a World of Plenty? (Uni-
versity of Toronto, 1963), pp. 15-20.

3E. W. Zimmerman, World Resources and Indus=-
tries (New York: Harper & Row, 1951), p. 7.
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1 .
change, "Hesources are not, they become', Barnett
and Morse, among others, point out the fact that:

Resources ean only be defined in terms of known
technolory « « o o The notion of an absolute 1li-
mit to natural resource avallability 1s unten-
able when the definition of resources ch%nges
drastically and unpredictably over time.

In short, a "culture without wants®” Has no resources -
and different cultures, with different wants and dif-
ferent technologies, have different resources.

We can think of resources, then, as a "man-
mind-land" relationship, which in a Venn diagram will

look slightly different from the Classical description.3

R

R

Source: W. Firey, Man, Mind and Land
(Illinois: The Free Press of

Glencoe, 1960), p. 99.

11pbid., p. 11l.

————

2H. J. Barnett & C, Morse, Scarcity and Growth
(Baltimore: John Hopkins Press, 1963), ch. 1.

3W. Firey, Man, Mind and Land (Illinois:
The Free Press of Glencoe, 1960), pp. 98-101.
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Let "R" be a rectangle representing the whole uni-
verse of resource processes possible; "P" be the set
of resource processes which are physically possible
in a given organic and physical environment; "A" the
set of resource processes which are adoptable by a
glven population; "G" the set of resource processes
which a given populatlion considers to be '"gainful",
in the same sense that such a process 1s advantageous
to an indlvidual resource user in some subjective
sense; "E" the set of resource processes which are
efficient for the members of a glven population; "C"

the set of resource processes which are culturally

avallable to a given population.

Note, this diagram contailns only resource
processes. The "P" set composes the "physical aspect"
of a resource process - that 1is, it is the set of

possible processes, from a natural sclence viewpoint.

To some extent, this set then reflects the scientific
knowledge of the person who appralses the area. The
set "C*" composes the soclally defined activities which
enter into the resource process - the wants, organiza-
tions, and production techniques which the people of
the area presently have. The non-coinclidence of C and
P reflects the (normal) possibility that not all of the
soclally defined activities of a people will necessa--

rily be possible in a given habitat. It 18 only the
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set "A", therefore, which is adoptable, given the

area's cultural and physical possibilities = this

"A" set being the intersection of é and C, From

this viewpoint, a natural resource 1s seen to be a

resource process from the P set with which certain

cultural activifles from the C set have been combined.

This combinatlon has the potential effect of decrea-

sing the magnitude of scarcity which attaches to a

peoples' activities. Firey says:
We can distinguish: (1) those resource processes
-which are adoptable by a population but are not
used (i.e. potential); and (2) those resource
processes which are actually employed by a popu-
lation., In both senses, resources can be deve-
loped."1 .

Before we discuss why adoptable processes
might be adopted, let us note how the adoptable set
might change over tlme., Clearly, new elements must
enter eilther the P or C set, creating instability.
If either P or C 1s unstable, theré would be an un-
stable "environment", which would produce stimulil

situations that could give rise to a sequence of ex-

ploratory responses.. From experiment, the adoptable

1Firey, op. cit., p. 136. The problem of choice
will be elaborated below. In this context, it 1s use-
ful to think of Firey's "gailnful" and "efficiency"
sets as being based on some formal criterion of effi-
clency similar to that found in Classical economic
theory - it is meant to represent pure "self-interest
maximization" without reference to the welfare of
others. The "G" set is only the adoptable part of
the "E" set, _
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set could be expanded. Thus, the factors of insta-
bility Iin P and C "represent stimull in what is ex-
sentlally a perceptual learning situation. They are
necessary, though not necessary and sufficlent, for

nl Population

the development of any natural resource.
growth, environmental change, scientific research,
changes 1n the want structure or numerous other fac-

tors could create such instability.

2.2 Motlvation and Resource Use

Although a resource process is potentially
adoptable (1.e. within the "A" set), it need not ac-
tually be adopted. Why 1s a particular resource pro-
cess adopted? W. Flrey proposes an answer which we
will note, before proceeding further, This is a
problem of motivation.

It is a fact of history that not only "person-
ally gainful" (set "G") processes are adopted - some
non-gainful processes are adopted by people; and not
all personally gainful processes are adopted by people.
Firey suggests that people willingly adopt a given
set of resource practices for two different motives;
(1) the motive to use gainful resource praCfices sole-
ly because they bring direct personal satlisfaction;

(2) the motive to use "likely" resource processes,

11v14, p. 160.
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which will conform with the morals and outlook of the
culture within which the resource user lives. 'This
latter motive, the incentive to inhibit the quest for
gailnful resource practices, and to willingly engage
in additional practices which are known to be ineffi-
clent from a purely personal viewpoint,

has its origins in the phenomena of strategic
compromise among resource users, If individuals
were to heedlessly put to use all resource pro-
cesses that happened to be galilnful to them, or
were to allow their nelghbour to do so, they
would bring upon themselves a long-run injury
far greater than that incurred by setting bounds
to their own and their neighbour's incentive for
further gainful processes. But by compromising
with other individuals and interests, and set-
tling for processes that are somewhat less galn-
ful to them, they enjoy a measure of security

in that modicum of gainfulness."

Diagramaticallyz, specify the set "L" of re-
source practices which have the property of appearing
to the resource user as belng more likely tb be per-
formed by his fellows than are other practices (for
the above given reasons). Not all adoptable processes
will be 1likely, but only adoptable processes ban be
likely - thus, L" Interesects with "G", but not all
of set "L" is in "G",

The set of resource practices which will then’

come to appear in a stable resource complex, set X1 in

1F‘lrey, op. cit., p. 191.
2Firey, ops. cit., p. 105.



source: W, Firey, Man, Mind and Land
(Il1linois: The Free Press of
Glencoe, 1960), p. 105,

the diagram, can be hypothesized to be: (1) a proper
subset of "L" and (2) include all those elements of
"G" which "G" has in common with "L". 1In this man-
ner, a resource complex can be viewed as the result-
ant of two contrary sets of forces.

To summarize: there are two attributes of a
resource process, its gainfulness (G, -G) and 1its
likelihood (L, -L). A resource user is governed by
two incentives, which result in G being chosen over
-G, and L belng chosen over -~L. Logically, then,
there are the following combinations of distinct pairg
of components (G, -G, L, -L): (1) processes which are
both (G, L); (2) processes which are (-G, L); (3)
processes which are (G, -L); and (4) processes which
are (-G, =L). Clearly, the fourth will never know-
ingly be chosen - and a stable resource system can only

occur if the first two conditions hold for the various
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resource users.

This analysis is only a beginning. It is
highly abstract, and somewhat static in presentation -
but it emphaslzes how a soclety determines its own
resources and resource processes, and it suggest mo-
tives to be considered. If, in development economics,
we are concerned with non-police-state methods of pro-
moting resource use change, we must accept the fact
that a necessary condition for success i1s the consent
of the resource user. Thus, motives are important -
and, to Firey‘’s motives others can be added if they
are significant. Clearly, resources are endogenous
variables -~ their existence is to a large extent de-
termined by technology.

2.3 The Meaning of Speciflc Resources: the problemn
of scarcity.

Let us proceed a bit further, and discuss the
meaning of specific types of resources -~ namely, the
traditional land, labor, capital classification. 1In
this discussion, the role of technology will become
clearer,

2.3.1 Land. -- Land 1s the resource which many people

assume to be "most inelastic", or fixed. Here, we will
discuss this resource only 1n relation to agriculture.

In a recent book, Ester Boserup has polnted out that

land can be viewed in a different manner than economists



are accustomed bto viewing it.l She drops the dis-
tinctlion between fields nnd uncultivated land (the
Intensive and extensive margin concepts) and places
emphasls on the frequency with which land is cropped.
Here, there 1is no temptation to regard soll fertility
exclusively as a gift of nature, permanent, etc.

Soll fertility, instead of belng treated as exogenous
or even as unchangeable "inltial conditions" of ana-
lysis, becomes a variable, closely associated with

changes 1n population density and methods. The key

to this viewpoint 1s to resist the temptation to fo-
cus only upon what happens in the cultlivated field, as
distinct from the whole group of activities that are
needed in a glven system of agriculture - fallow land,
pastures, animal husbandry are to be conslidered. Im-
plicitly, this approach says: do not ask, "How do
changes in agriculture affect population growth?",
but ask, "How de¢ changes in population growth affect
agriculture (i.e. the resource system)?" 1In othér
words, let us ask whether or not the "land resource"
1s inelastic to demand increase.

Ester Boserup's analysis can not be examined

in full here. She finds that land, rather than to be

1Ester Boserup, The Conditlions of Agricultural
Growth (Chicago: Adline Publishing Co., 1965)..
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"newly dlscovered® as population expands, tends to be
used more frequently. When a given area of land comer-
to be cropped more frequently than before, the pur-
poses for whilich it was hitherto used must be taken
care of 1n a new way, and this often creates addition-
al activities for whlch new tools and other investment
1s required. The point 1s made that we '"cannot apply
continuous production functlons of the usual type when
we wish to consider effects of demographic changes in
pre-industrial agriculture', for we cannot assume that
additional labor resulting from an increase in the
rural population could be utillized as marginal addi-
tions to the input of labor in the existing field (i.e.
by ploughing more carefully or weeding better).! Pop-
ulation growth will not result in small marginal in-
creases in inputs, wlth a very limited effect on out-

put.,

Instead of such changes . « « short-fallow
cultivators are lilkely to take to annual crop-
ping on a part of their land . . . . The addi-
tional labour is likely to be used as a means
to undertake a radical change of the system of
cultivation in part of the area, while no change
1s made in other parts of the area.

An important point to consider 1s that, as

new systems are introduced, a vast amount of additional

11v14, pp. 26-27.

21pid

——————
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labour is requlred - and, duc to a strong preference
for leisure or non-cultivating work, various peoples
have only adopted more intensive cultivatlion under
the extreme pressure of population growth, Virtually
all new methods introduced have been '"known" long
beforehand - they become widely used only under popu-
lation pressure, Since more intensive cropping re-
quires more land under cultivatlion at one time and
more labour per acre, labour productivity per hour
does not increase. The sgtudent of history, who sees
the end results of the new systems and holds them to
be "obviously an improvement", falls to recognize
that the advantages of dense and permaﬁent settle=-
ment, which are undoubtedly large, are not reaped
from one day to another. They appear very slowly,
while the disadvantages of concentration appear

immediately in the form of harder and longer work-
ing hours spent on c¥1t1vation and on investment

in land improvement.

In the long run, unknown to the farmers when they

change systems,

the gradual adaptation to harder and more regular
work is 1ikely to ralsec the efficlency of labour
both in agricultural and non-agricultural activi-
ties; the increasing denslity of population opens
up opportunities for a more intricate division

of labor.2

11bid, p. 73.

2Ibid. pe 75. In the past, technology has
often been introduced to prevent a fall in product-
ivity. .
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Thus, 1t 1s shown that, in a given area, the
scope for further food increases may be large even if
there i1s no "virgin land" to be broken. Land scarcity
s a very relatlive concept - relative to a given tech-
nique of land use. Movement from one stage of land
use to another stage is prompted (at earlier stages of
development, anyway) by land "scarcity”". In this sense,
1t 1s unrealistic to regard agricultural cultivation
systems as adoptatlion to "different given" natural con-
ditions - agricultural cultivation systems are more a
result of differences in human wants and techniques,
which in turn are often determined by population density.

2¢3e2. Labour. -~ Boserup mentlons how labour can de-

velop skills over time - can "learn by doing". Classi-
cal theory viewed labour as an exogenous factor which
was almost a pure "exchange commodity" - like a good it
could fluctuate freely from place to place, golng to the
highest bidder. It was recognized that a "work-leisure"
trade off was necessary - but this concept was not a
wvery vital part of the overall "market analysis". How
often does the opportunity cost doctrine, and the "pro-
duction possibilities" curve, reflect the fact that a
worker could work less for the same real income rather

than work the same amount and earn more in commodities.

"Rea)l Cost" doctrine has attempted to get at this problem,



oy

ot to 1ittle avalls. But., 1t 1s important to note
that throughout the development of farming, the de-
mand tor lelsure has played a very lmportant role.
Perhaps thls should cause economists to hesitate be-
fore drawing production possibillity curves based on
"fixed resources" - to be realistic, such a curve
must reflect the current labour demand for leisure
(at different prices), as well as a technical produc-

tion possibilities schedu]e.1

Modern theorists, however, have begun to talk
of labonr as a "quasi-fixed f‘actor",2 which has "over-
head costs for a soclety". It is realized that, in
order to "keep labour in existence", certain fixed
costs must be met -~ furthermore, the productivity of
Jabouyry can change as a resuit of a direct investment
in the labourer himself. People can enhance their
capabllities as producers and consumers by investing
in themselves, which implies that not all of their
capabilities are exogenously glven to them at birth,
5y oven when they start work. "These capablilities
are developed through activities that have the attri-

butes of an investment."3 Realizing thls, economists

le, ». Kindleberger, International Economics
(111inois: R. D. Irwin, 1963), p. 642,

2y, 01, "Labor as a Quasi-Fixed Factor," Jour-
nzl of Political Economy, LXX (December, 1962), 538-555,

v, w. Schultz, "Reflectlons on Investment in
Man,"” Journal of Politlical Economy, LXX (October, 196.

supplements) .




-

have now begun to exnnine the sconomic value of educa-
tion, on-the-job trainine, specific vralnine, weneral
training, and the costs or search for Jjobs and infor-
mation.1 These studlies cannot be elaborated on spe-
cifically here -~ besides, they are becoming well-krown.
The criticai thing te notice is how these studles are
altering tradltional modes of thought about: (1) the
proper boundaries for economics; (2) the real motiva-
tions for economic activity; (3) the gauges of economnic
efficiency t(i.e. the problems of economic choice).
Invariably, a5 realily creeps Into the analysis, simple
prescriptions crawl {(slowly) out.

Thus, bhoth iabour and land can be seen as en-
dogenous rather than exorgenous varlables. Both change
develop cover time, iIn reaction to basic

over Uime,

human wants and abilities. It is lmportant to notice

that the above analysis goes fal' beyond the traditionsal
admissions that labour and iand are not in themselves
homogeneous ~ that they differ in quallity. The point
1s that they not only differ in quality for exogenous

reasons, but also for very important endogenous reasons,

which can be explained., Classical theory, while occa-~

sionally admitting quality differences, implicitly

1See the entire October, 1962 Supplement of
Journal of Political Economy, with the synthesis by

Becker.
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assumed that these différences were exogenously deter-
mined (along with quantities).

24343 Capital. - What about the nebulous resource

called "capital"? Classical economics realized that
the quantity of capital was not determined by humans
(1.e. endogenous) - but the quality of capital was not
discussed much. Here, too, modern theorists are pointe
ing out that the modern invention process advances at

a rate proportionate to the determined effort expended
on "basic research",l Innovation and applied feséarch
are clearly as much a part of the "economic system"

as the savings process 1itself.,

2.k Conclusions-

What does this mean, now that we arexéoming to
think of land, labor, and caplital as endogenous vari-
ables, capable of manipulation over time? It 1is not
clear what implications are involved. However, it 1is
clear that we can no longer think of resources és
"fixed things" - we must realize that resources are in
fact defined by a technology (which encompasses both
wants and abllities), and that this technology changes
over time. In the light of this, many modern writers

talk of man's "scarce resource of knowledge and ability."

k. Shell, "Towards a Theory of Inventive
Activity and Capital Accumulatlion," American kconomic
heview, LVI (May, 1966), 63-68.
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Noylan writes: "We prqbably need to fear, not the
exhaustion of physical resources, but the dangers of
inadequate or belated utilization of our intellectual
abilities."l Barnett and Morse have stated that the
key task today must be the establishment of a criterion
of choice - for 1t will be the effectiveness of man's
decision making procedures thét will mainly determine
the shape of hils total welfare over time.

This viewpoint leads to a stress on develop-
ment strategy rather than efficlent market allocation.
In this vein, Hirschman writes:

Development depends not so much on finding opti-
mal combinations for gliven resources and factors
of production as on calling forth and enlisting
for development purposes resources and abllitles
that are hldden, scattered, or badly utilized . .
« +» What 1s galned by considering resources and
production factors latent and conditionsally a-
valilable rather than outright absent or scarce?
The advantage appears to be that in this way atten-
tion 1s properly focused on the essential dynamic
and strateglic aspects of the development process.
Instead of concentrating exclusively on the hus-
banding of scarce resources such as capital and
entrepreneurship, our approach leads us to look
for ‘'pressures! and ‘'inducement mechanisms' that
will elicit and mobilize the largest possible
amounts of these resources « « « » In this view,
then, planning for development consists primarily
in the sgstematic setting up of a series of pacing
devices,

1'I‘. Noylan, "The Inexhaustible Resource of
Technology", Perspective on Resource Conservation
(Baltimore: John Hopkins Press, 1961), p. 66.

2p, 0. Hirschman, The Strategy of Economic
Development (Yale University Press, 1958), pp. 5-6.




"During a prolonged phase the essence of development
strategy consists 1u uaximizing induced decision-maklng."]
(From a slightly diffcrent angle, Koopmans suggests the
same polnt in a more general way, when he writes that

"the notion of a strategy is the key to the study of

competitive or antagonistic social situations"? - a

suggestion which points in quite a different path than
that of Classical theory. 1In the same book Koopmans

talks of a shift away from demand and supply functions

as tools of analysis.

The emphasis 1s entirely on the existence of some
set of compatible optimizing cholces. This ques-
tion can be answered without making assumptions
that cause unique cholces to be associated with
any prevalling prices, a precondition for the de-
finition of a single-valued demand and supply
function. The problem 1s no longer conceived as
that of proving that a certaln set of equations
has a solution. It has been reformulated as one
of proving that a number of maximizations of in-
dividual goals under interdependent restraints
can be simultaneously carried out.

This is not really relevant to our toplc here, but it
may be tangential).
A1l of this leads to the conclusion that our

concept of resources and our concept of technology are

highly interrelated. [If we have a static notion of

resources, we will have a similar notion concerning

11b1d, p. Llb.

27, C., Koopmans, Three Essays on the State of
Economic Science (New York: McGraw-Hill, 1957), p. 176.

3Ibid, p. 60.
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technology. A technology is defined as a process
whereby inputs are used t©c create a certain output.
Thus, the activitlies whiich correspond to the basic
methods of production constitutes technologlical know-
ledge and experience. The cholce of a production pro-
cess 1s not Just the choice of "resources" - it 1s the
choice of an entire technology, an activity. The eco-
nomic problem 1s not just to "allocate scarce factors",
but also to choose the right techniques.

Someone might still ask, "Well, what is tech-
nological change?" The answer 1s, "It isn't anything".
This 1s wer=sly a name we have conjured up to describe

a process that ls observed to occur. 1Is discovering

a new land technological progress? Is discovering a
new resource technological progress? Is discovering
a new method to find new land technological progress?

Is discovering a new mode of organization, of think-

ing, technological progress? If each of these bring

“progress" (which I deliberately leave vaguet), why

not call them by the saime name. We observe a pro-

cess, which involves discovering something new, which

changes our existing framework, which forces us out

1Ibld, pp. 73-77. Also, R. S. Eckaus, "Tech-
nological Change in Less Developed Areas", Development
of the Emerging Countries (Washington: The Brookings

Institute, 1965), ppPe. 25=26.
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of a statlic situamtion -~ for the sake of convenience

(and not purity), we can call it technological prog-
ress. To the extent that there is no discovery, phy-
sical scarcity becomes important.

However, it is "primitive" to view change as
such as a "mystery" today. As has been shown above,
analysls has progressed along many fronts to demon-
strate that supply factors are not exogenous, that
the determinants of growth are not to be found solely
in physical matter (i.e. supply), that humans can (and
do) act as though technological change was a variable.
As such, technological change has costs (in terms of
effort, frustration, capital, etc.) and benefits -
and rational choices can be (and are) made as to the
"most sensible" courses to follow. However, as will
be pointed out in the next sectlon, certainty and simple
normative econcmic presumptions are not possible.

We can now deal with some particular conclu-
sions from our analysilse.

First, to the extent that only capital theory
has recognized that the supply of capital depends on
the expected future flows involved (i.e. to the extent
that capital theory is the only theory of investment),
then all resource theory has become capital theory,

This 1s not a problem of what 1s "essentlally capital" -



- 31 -

it 1s a problem of analyzing an endogenous variable's
change over time (or, in the context of time).

Second, 1t may be possible now to understand
better conflicts in the llterature concerning whether
or not a "surplus" exists in an underdeveloped country.
When Schultz says '"there is no surplus'", he is talking
of how the sltuation stands 1if techniques do not
change. When Hirschman stresses that there is no

scarcity, he 1s stressing the fact that "physical

scarcity" is not golng to prevent advance, provided

there 1s technological progress. It is ridiculous to

debate whether or not technological progress involves
a change in "techniques"” rather than a change in
"organization" or "declision making procedures" - all

of these changes involve the process of discovery.

In fact, it is dangerous to think in terms of a change
in "techniques of production" without realizing that

a change in organization (work roles, living patterns,
leisure time, etc.) 1s usually involved1 - the dis~

cussion of "technlcal production possibilities given

resources" may be misleading, since resources are

never really "given", but are determined by human

activities.

1Eckaus. "Pechnological Change in the Less
Developed Areas", op. cite., ps 147.
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Third, what does this analysis imply about
the traditional concepts of "land, labour, and capi-
tal™? Surely, it 1s obvious that these are the most
simplistic of tools, which no economist would utilize
in serious research today. At one time these conceptr
may have had meaning, in as far as they referred. to

the divislion of the national income among different
groups of people. But, at thils level of abstraction,
little definite can be learned about processes,

Fourth, what about the "labour-saving" -"capital
saving "distinction regarding different techniques -
is this relevant?1 In a general way, it 1is relevant -
but not as the myopic central issue which it has become
(1.e. the issue often makes it seem as though "real"
iabor and capital exist - the modern discussion about
human capital, however, 1s making the 1ssue confusing
enough to remove the older‘biases). Boserup points out
that the introduction of mechanized equipment and
chemical inputs coﬁld be elther labor-saving or land-
saving, depending on the demand for food.2 Many of the

important 1ssues lying behind this debate can be raised

without the overly simple "two factor" dlagram, which

1Eckaus. "Notes on Invention and Innovation in
Less Developed Countries," American Economic Review

(May, 1966)
2Boserup, op. cit., p. 113.
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avolds the major problems of complementarify.
Finally, we will mention the "need for sa-

vings" argument, in order to dismiss 1it. The argument
suggests that "people with low incomes cannot save,
and therefore cannot invest, and therefore cannot grow",
The argument is inappropriate to the underdeveloped
countries. As Schultz has shown, these people do save
and invest ~ they Jjust do not invest 1ln income streams
that produce growth. Hirschman points out that in under-
developed countries, investment and savings depend far |
more on the opening up of investment opportunities and
on the removal of various obstacles to investment acti_
vity than on increased income.l Finally, Boserup notes:

The question 1s not whether the cultlvators are

able and willing to restrailn consumption in order

to invest. The question is whether an increasing

family provides sufficient incentive to additioral

work and whether the system of land tenure is such

that the cultivators have access to additional

cultivable land or sufficient security of tenure
to make land improvements a worthwhile investment.

Thus, to say that "capital originates in savings, which
depend on income" is to concentrate on the tree to the
exclusion of the forest - the lssue 1s, "why do people
suddenly take a different attitude toward the future,

work harder, and invest theilr new savings in importent

new activities?"

14irschman, op. cit., pe. 32.
2poserup, op. cit., p. 88,
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TECHNOLOG ICAL CHANGE AND THE CONCEPT OF DEMAND

Along with resources, economists have tended

to take the "want structure" as given (exogenous) -
the revealed preference idea, coupled with a "desire
to be scientific and not question human wants", streng-

thened this tendency. However, from the viewpoint of

development economics, wants can be no more "static"

than can resources = both are affected by technologicni

change.

3.1 Demand seen as a Product of the Economic System
Some years .ago, J. M. Clark worried about this

point. He came to see that demand and wants were as

much a product of the economic system as a given.
Wants could be adapted or directed so as to be satis-

fied by existing things - wants could be denied, or

rationed, by socliety by means of the legal and poli-

tical systems. In short, 1if production economics was
to be relevant, he thought it had to do more than deal

with the orthodox problem of adopting material things

to satisfy human wants,.

From another angle, Clark made the same point

when he wrote about the bias of the market which

..3[;-
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"cultivates certaln kinds of needs and neglects others".1

Many of man's most cruclial wants "are not commodities

one buys in a market, or that markets can be expected
automatically to supply. Yet they are things that the
markets affects, for better or for worse" 2 Clark
made these points in order to stress that balanced
judgment (of the optimum between varlous conflicting

goals) was more basic to economlcs than the mechanical

equilibrium of the market.

3.2. Demand and Supply in Terms of Characteristics
Lancaster has recently made progress in the
direction of understanding the "want structure". He
stresses that goods are 'not the lmmediate objects of
preference or utility or welfare, but have associated

with them characteristics which are directly relevant

to the consumer."? In his analysis, goods are viewed
as inputs into a process of which characteristics

are the output (l.e. often a single input for a joint
product). The core of his analysis is the jointness
of this product - there is no "one-to-one" relation

between goods and characteristics (i.e. an apple does

not produce appleness, but a joint product of

1J. M. Clark, Alternative to Serfdom New York:
A. B, Knoff, 1948). Pe 11.

21bid, p. 21.

3K. J. Lancaster, "Change and Innovation in the
Technology of Consumption," American Economic Beview, LVI

(May, 1966) .,




characteristics). A person can get the same charac-
terisitics from many different goods.
Lancaster points out that efficient choices

are required for this “"productlion process" (note: the

consumer now becomes producer) - ignorance and lack of
"managerial skill'" can be sources of 1inefficient choices;
Thus, actual cholces (i.e. revealed preferences) cannot
be assumed to be "the desired cholce'., Furthermore, he
writes, there is little guarantee that the market me~
chanism will produce efficlency in this "consumption-
firm"., (A relatively static technology would be one
where efficlent activities become known and traditional).
From the viewpoint of this analysis it becomes
clear that a producer 1is ultlmately selling charac-
teristics, not goods - thus, ultimately the supply of
resources, particularly labor, 1is determined by charac-
terisitics. Since labor 1is an activity, it will have
some characteristics assoclated with it that are
shared by goods - that 1s, the work itself may produce
some "gatisfaction", and may help determine the person's
demand for goods, Thus, the value of leisure and of
work 1s stressed as being an intimate part of economic
analysis - a point very relevant to development eco-

nomics which is trying to transform work and consumption

patterns. The implication is that the planner must
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comprehend exactly what satisfaction a person 1s deri-
ving from his present occupation and consuption pat-
tern - for this satisfaction cannot be labelled "uneco-
nomic", since it involves a form of "production-satisfying-
wants"., As Gambs pointed out:
The venturing economic theorist 1is necessarily
preoccupled with the question of goals. In large
part, they determline everything he does., The other
large part 1is the economists' theory of human
behaviour. Without goals and without some con-
cepts of the psyche, economistslare without the
raw materials of their science,
Thus' goals, psyche and culture determine not only the

relevance of "characteristics" but also their existence.

343 Conciuslions

The tollowing conclusions can be stated:
(1) it is incorrect to view wants as given and fixed -
they are an endogenous variable to a significant enough
degree to be capable of deliberate change over time.
The want structure is susceptible to technological
change. (2) If people desire characteristics ahd not
goods, every "consumer” 1s really a "producer", a firm.
Thus the traditional leisure-goods and production-consumption

dichotimies mey be misleading. (3) Technological change

(1.e, the process of discovery)

1J. S. Gambs, Beyond Supply and Demand (New York:
Golumipia University Press, 1947), pe. €9,
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provides a powerrui iink between supply and demana.
Samueison ana Sotow, among others, have argued that

supply changes, by affecting expectations, can influence

T
demand. L. Boland, in a recent work, presumes that

demand {or a particuiar recreational activity 1s appre-
ciably influenced by the cxistence of the supply of that
acticity - his planning model involves the planner in

an exercise of "learning whille dolng in a plecemeal
maniers " (l.c. No attempt 1is made to predict demand

in advance.) Warren Nutter has stressed the same point:

"kKeonomis zrowth ts as much a process of search and dis-

covery as it 13 movement towards goals seen in advance.u3

Ip, Samuelson and R.Solow, "Analytical Aspects
of Anti-inflation Policy," American kconomic Review,

L (May, 1¢60), 177-194.

€1,, Boland, An Unorthodox Solution to the

Problem of Planning Regional Reqreation Sites: Learn-
ing While Doing, Department of Economics and Commerce,
Simon Fraser University (Vancouver: By the author,

1967)

S¢. Warren Nutter, "On Economic Size and Lrowiv, ¥
Journal ~7 jaw and Economics, (October, 1966), 172,




TECHNOLOG ICAT, CHANGY AND THE_CONCEPT OF MARKETS

It is tradivional to view the market in a static
sontext - as an allocator of goods and services, Ziven
present knowledge and technology. This conception has
often lead us to stress "exlisting scarcities", and
the need for "reallocatlon of resources"”. However, it
might be more useful to view the market as a source of
learning, of discovery, and thus of technological change,
To the extent that the market 1s a method of communicg-
tion which acts to govern actlivitlies, it is a learning
device - it permits people "to discover" what they did
not know before, and then to plan thelr actions. Thus,
the market produces change, and can provide information
vital for technological progress. If everything was
certain and known, and no discovery was needed, no mar-
ket would be required.

Before proceedlng, it is necessary to clarify
certain prohlems regarding uncertainty, disequilibrium,

aconemic =fficliency and expectatlons.

4,1 The Problem of Uncertainty and Disequilibrium
Classical economics created a market system of
static harmony where all was known, and all were happy.

(Ironically, the traditlonal society of underdeveloped

...39_
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economies should best fit these assumptions). It is

extremely difficult to move beyond these assumptions.

Koopmans writes:

Perhaps the oufstanding example 1s the overextended
belicf of the liberalist school of economic thought
in the efficiency of competition markets as a means
of allocating resources in a world of uncertainty,
To my knowledge, no formal model of resource allo-
cation through competitive markets has been deve-
loped,which recognizes ignorance about all deci-
sion makers® future actions, preferences, or state
of technological information as the maln source of
uncertointy confronting each indlvidual decision

maker.
Schultz, taking his ldea from Kaldd, suggests that
under conditions of certainty, no competition market
1s needed - 1n fact, one Integrated market 1s required,
and only one firm necessary. The market exists and

functions to deal with uncertaintiesl2

L,2 The Problem of Defining Economlc Efficienc&

Some ad justments are clear. As Becker has
pointed out, earnings or wages need not be equal in a
market, because of the impact of varibus types of in-

3
vestment in human capitel, Investment 1is only under-

taken if the benefits exeed the cost = present returns

lkoopmans, op. cite., P. 146,
2T. Schultz, The Economic Organization of
Arriculture (New York: McGraw-Hill, 1953), p. 25L,

3Becker, op. cit,, pe. 24s 01, op. cit., makes

the same point,.
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become oniy a part of a long run stream, and thus
"meanirsless” as such (i.e. regarding efficiency cri-

terions). Thus, the optimality conditions of Classi-

cal welfare theory do not hold.

hevnes attempted to break out of the constraints

of comparative statics analyslis. In a recent articile,
Clower attempts to show the importance of Keynes' im-

pact on theory (i.e. hls changing of assumptions for

the anglysisd, Clower's point is that "realized" arng

“planned" transactions need not be identical for people,

yet rcallzed transactions impose a constraint on the

economic system, forcing it to change. Classical

theory fails to provide a general theory of disequili-

brium states because: (1) it ylelds no direct infor-

&

mation about the magnitude of realized as distinct from

planned transactions under disequllibrium conditions;

(2) 1t itneifly assumed that the forces tending at any

moment. v change the prevalling market prices are inde-

pendent o: reallzed transactlons at the same moment.

Ciowsy roncludes hls analysls by noting that the supply
and Jeomand functions of traditional analysls are not

relevent. to the formation of market prices in situations

where dl-equllibrium transactions are significant,

1
“R. Clower, "The Keynesian Counterrevolution:
2 theoretical appralsal,” The Theory of Interest Rates,
H. Hahn and F. Brechling (London: Macmillan,

ad.,

¥
19057,
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since reallzed current receipts impose restraints on
current consumption plans (i.e. the planned consump-
tion as expressed in effective market offers to buy
will necessarily be less than the desired consumption
as given by the demand functions of orthodox economics).
The important point to note 1s that without making
assumptions about so called '"non-economic" behavior
(i.e. wage rigidities, unions, etc.), it 1s suggested
that the Classical world is not our world - that, in

reality, the economic system provides no guarantee of

perfection, of full employment, or of harmony. The
market system provides signals, giﬁes information,
facilitates decisions, and thus "allocates" (in the

sense that it affects human action) resources and goods -
but this 1s an allocation based on the glven situa-

tion, and there 1s no reason to bellieve that this situa-
tion 1s optimum (1.e. what people ultimately desire).

The market, like humans, does the "best 1t can" - it

does not promlse perfectlon. ‘Thus, as Joan Robinson

puts it, Keynes brought the problems of time and morals

back into economics. Perfection is not something we

1C].ower bases his analysis on the need for a
"qual-decision"” theory. Perhaps Koopmans makes the
same point when he talks about a "set of compatible
optimizing choices", and the fact that we do not need
to make '"assumptions that cause unlque cholices to be
associated with any prevalling prices", Koopmans, op.

cit., pe 176.
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"We are left in the uncomfortable
1

are to be given,

situatlon of having to think for ourselves."

4.3, Keynesian Theory of IExpectatlions: Liquidity Preference
Aside from the direct issue of perfection,

Keynes dealt specifically with the problem of "intro-

ducing®” time into economics ~ he too pointed out that

capital does not now (in the present) get its marginal

productivity. However, there is one aspect of his

theory of expectations which 1s particularly relevant

to agriculture in an underdeveloped country. Keynes

deals with the question, "Why is a community poor in

its accumulated capital assets?" Classical theory
suggests that this 1s because of peoples' "unwilling-
ness to wait'", due to their preference for present over
future satisfactions. This same viewpoint is frequently
echoed in literature about underdeveloped agriculture.
However, Keynes explicitly dlsagreed with this answer.
He held the key factor to be "the high liquidity pre-

miums formerly attaching to the ownershlip of land and

now attaching to money".2 Specifically, in reference

1Joan Robinson, Economic Philosophy (Suffolk:
Penguin Books, 1964), pp. 80-93.

2J. M. Keynes, The General Theory of Employment,
Interest and Money (London: MNacmillan & Co., 196L), p, 242,
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to primitive communities, Keynes thought that the
possession of land would be characterlzed by a high
liquidity-premium - and the deslre to hold land would

play a role in keeping the rate of interest up at too

high a level.

The competition of a high interest-rate on mort-
gages may well have had the same effect in retard-
ing the growth of wealth from current investment
in newly produced capltal-assets, as high-interest
rates o long-term debts have had in more recent

times.

Thus, the reason for low capltal formatlion 1s not that

people prefer present consumption to future consump- -

tion, but that people are extremely worried about fu-

ture consumption - worried enough to place a high pre-

mium on holding liquid assets, which of course have rela-
tively low income producing potential. (Perhaps this is
the reason why land has such a high "social" position
in primitive communitlies - 1f so, this 1s a suggestion
as to the power of expectations and the desire for fu-
ture security.)

In short, a market 1s a vehlcle for coping with

a basic motivating factor in human behaviour - uncertainty.

Analysis of technological change forces us to deal with

11v1d, p. 241. Note also: "the destruction of
the inducement to invest by an excessive liquidity-
preference was the outstanding evil, the prime impedi-
ment to the growth of wealth, 1ln the anclent and medi-

eval worlds." Ibid, p. 351.
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uncertainty - but many other economical problems have

long since centered our attention on this facet of 1life,

4,4, Conclusions

It 1s questionable whether or not techno-

logical change could have an important position in &

world where perfect knowledge, perfect foresight and

perfect equilibrium tend to be assumed. The process

of discovery contradicts these basic assumptions -

it removes the possibility of providing a clear-cut

definition of economic efficiency. While the tradi-

tional theoretical framework of economics may have re-

quired assumptions which ignored technological change,

modern literature provides ample support for removal

of these assumptions if we are to understand economic

behaviour.

It has been said that, "The economic theorist
appears like a man who should observe only the second

hand of his watch: he counts the seconds with care,

but is hardly in a position to tell what time it 1s."1

In any other field but economics, 1t 1s stressed that
"man is never satilsfied", that "nothing human can be

perfect”. While economists today realize that the

Classical market does not guarantee perfection, it is

1C. H. Cooley, quoted in Gurchy, Modern Eco-
nomic Thought: The American Contribution (New York:

Prentice-Hall, 1948), p. 348.
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not always recognized that only 1n a truly static
situntion will man be interested in "allocation within

the existing situation”". Man has an inherent desire

to change situations. If man's goals constantly involve

changing a given situation, 1t is clear that he will

not be overly concerned with attempts to find the per-

fect allocation (i.e. efficiency) in the given situation -
a necessary condition for progress 1s the discovery of

new techniques, new modes of action.

Technological change does not force the eco-
nomist to become unconcerned with setting guldes for

economic action. Without guaranteeling perfection, the

economist can contribute to the vital problems in-
volved in the strategy of decislion-making by: (1)
helping to discover the varlety of different possibi-

lities which are inherent in a situatlion, so that a

meaningful choice can be made; (2) nelping to discover

learning devices which unvell the degree to which prog-

ress is being achieved by a glven course of action.1

1g, Lipsey, Positive Economics (London: Wer-

denfield and Nicholson, 1965), ppe 536=544,
A. K. Sen, Choice of Techniques (Oxford:

Blackwell, 1962), p. 1lhb,
L. Boland, op. cit,
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TECHNOT,O0G TCAL CHANGE AND TWO POLTICY PRORLEMS IN AGHTw

CULTURAL DEVELOPMENT

It may be fruitful to discuss some of the im-
plications which this analysls suggests for two major

debates in the fileld of agricultural development in

underdeveloped countries.

5.1 Barriers
This analysis would suggest that the "listing

of barriers" approach to development 1s an exercise in
pessimism, guaranteed to discourage discovery of fruit-

ful possibilities.
The economist has a tendency to describe all

barriers as the result of some mystical "non-economic"

forces which frustrate growth. Surely this is an un-

sclentific approach. The existence of a barrier must

Ssugrest that the hypothesis has falled - that further
research into the processes of the particular ares ig

needed.
One approach the economist could take would be

to consider each so called barrler as a signal for fur-

ther research. A barrier must imply that certain demand

nnd supply factors are at work, resulting in an equili-

brium. This requires a study of the motives (preferences)

- W47 -
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and varlous possibilities open to those whn are crea-
ting the barrier - only 1if these are changed will the
barrier be removed. Schultz in effect suggests this

approach in The Iconomic Organization of Agriculture,

when he talks about a market being a fleld of activity
where the possible and the preferréd interact. To the
extent that this 1is correct, the economist must rea-
lize that a so-called barrler actually reflects an

existing equilibrium which can only be removed if the

forces creating the equillibrium are shifted. Equili-
brium as such should not be confused with "efficient
allocation" - as Keynes, Clower and others have shown,
there is no guarantee that a market in equilibrium
reflects an optimum situation.

In this context, it is worthwhile to note what
has been written about incentives., As Firey point out,
and Boserupl. Haganz, Hirschman3 and others also stress,
there can be very rational reasons for resisting social
change - one very important such reason being commu-
nity tradition and pressure. In terms of Firey's

analysis, the "likely" (i.e. strategic compromise)

1Boserup, op. cit., pp. 75-88.

2k, Hagan, On the Theory of Social Change (1111~
nois: The Dorsey Press, 1963), ch. 3.

3Hirschman, op. cit.,, pp. 1l4-25, p. 138,
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overrules the privately gainful. Here it becomes
alear that an individunl's preference structure can
Lo something which 1s based on hls present expecta-
tions as to the behaviour of others = if these expec-
tations shift, hls preference structure shifts. As
Hirschman points out, the existence of this inter-
relationship of preference structures is one import-
ant reason for utilizing community projects in under-

developed areas,

So=-called barriers may be important short term
phenomena., Boserup clalims that population growth must

reach the point where it 1is worthwhile (in terms of a

leisure-work choice) for farmers to change to a more
intensive systeme. A system of low farm prices, rapid
movement of people out of farming, food imports and low
taxes could well aggravate the problem of farm develop-
ment from a national viewpoint. Schultz, in The Eco-~

nomic Organization of Agriculture, makes the same point

indirectly when he notes that slow farm development in
France was accompanied by a slow rate of increase in
real industrial earnings, a low birth rate in rural
areas, manipulation of the terms of trade for farm pro-

duce, and a low rate of technological development within

agriculture.1

1Schultz, op, cit., ch, 8.
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Hirschman similarly makes use of sgtrategic conditions
which will call forth, in spite of various imperfec-
tlons, development decisions.

Finally, the non-existence of a barrier should
not be a signal for instant action when the problem
1s one of long term growth. Some économists, believing
"surplus" to be an important attribute of traditional
agriculture, have talked in terms of moving this "sur-
plus" out of agficulture. However, what is a surplus
today might become valuable labour later, when the state
of the arts is transformed within agriculture. To the
extent that any surplus labour is moved out of agri-
culture, more capital is needed to develop agriculture.
Mellor has discussed how fural labour could be utilized
as a primary force in farm development - certainly it
is clear that many "modern" techniques appropriate (in
terms of cost) to the underdeveloped countries. will
require vastly increased labour inputs, without neces-

sarily raising labour marginal productivity by immense

amounts.

5.2 Efficiency and Investment Criteria: Problems of Priority
In development economics, the uncertainty of the

future must somehow be reflected in present actions =-

this leads to the abandonment of traditional "efficient

allocation"” principles (where present marginal revenues



need not equal present-marginal cost - only "discounted"
revenues and costs "should" be equal).

In this context it would appear that we must
become accustomed to what Firey would call "willing
conformity". In one sense, every act I do is "willing"-
it reflects the fact that I make decisions and "con-
form" on the basis of my glven situation. However,

I need not be satisfled with that situation. I may
be efficiently performing my allotted hours of work
within the framework of Simon Fraser's rules, regu-
lations, etc. = but, although I view my actions as
"efficient" on an hour~to=hour basis, I may view them
as highly inefficient and undesirable on a long term
"jdeal" basis. Given the opportunity, I would try to
move out of my short term efficlent equilibrium.

Thus, there can be two levels of efficliency -
the short-term, and the long term. A person cduld be
inefficient at elther - but, what matters from the
viewpoint of motivatlion 1s whether or not the person is
satisfied, If the farmers of a given area are 1in
"long term equilibrium" with their basic desires, etc.,
it will be much harder to motivate change than if a

so-called "frustrating" short-term equilibrium existed.

lschultz and others make this point when they
suggest technological change (long run development)
is needed, not more efficient allocation of existing

resourcese.



To the extent that the market merely allocates
present goods "efficiently", it may not tell us much
about the long term - it may fall, as a communicating
device, to convey the relevant Iinformation. If this is
so, then development economics must devise complements
(l.e. Information agencies, investment programs, exten-
sion services, etc.) to fulfill this task. Furthermore,
to the extent that market prices merely reflect short-
term considerations, we can not expect them to initiate
long term action (i.e. mobility of "fixed" labour,
investment, etc.). When the costs of transpbrtation,
search, mobility, and labour tralning are considered
(plus problems of age), it is not clear what would indi-
cate an "efficlent market". Perhaps, rather than search
for "efficient markets", it would be more profitable to
set clear goals, see 1f the present system fulfills
these goals, and,if "barriers" to fulfillment exist,
attempt to discover means of alleviating them.

Our approach continually suggests "action",
"decision", and "strategy" for development all based
on the notion that such developments lead to new and
better processes of production (i.e. technological
change). But, there is little sald about how to choose
the best approach! Is it impertinent to ask: "Is

there a 'best' approach?" (in a technical sense).
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First, for the economist per se, cholce-~
making 1s not a problem - he 1s not the judge, but merely
a "team of advocates". The economists' job is to know
the most relevant questions to the problem at hand,
the most relevant information, and a variety of rele-
vant indicators which view the problem from different
angles, glilving the final decision maker as clear an
idea as possible of what choice he must make,

Sen gives an excellent description of one such
approach in his discusslons evaluating different tech-
niques for the cotton weaving industry in India} He
estimates capital costs for each machine, as well as
output and value added (noting four possible problem
areas). He calculates labour costs using different
wage rates, and then applies a useful criterion to
evaluate the technliques =~ the criterion of "maximum
rate of surplus". Thls criterion necessitates the
estimation of consumption and saving patterns for those

who receive factor returns from the various machine
processes. Finally, the results are altered by adding
in working capital, taxation, foreign exchange and mar-
keting consideratiéns. No clear cut answer emerges -

but this is Sen's point, that he 1s not dealing with a

14, K. Sen, op. cit., Appendix. "B",
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purely technlcal question of choosing the most "effi-
clent" method of weaving cloth., "It is ultimately a
human problem, not an engineering one."1

Thus, although we talk about technological
change as belng vital to economic analysis, we are not
implying that economics must become a problem of engi-
neering efficiency. As a rule, 1t could be suggested
that a technique for evaluating techniques is one which
reveals the greatest number of relevant repercussions.
For this reason cost-benefit analysis may have merit -
for the very reason that it refuses to "simplify" the
question into a one line answer. As Sen writes, "The
object of the exerclise 1s not perfection, but minimiza-
tion of 1mperf‘ection."2

Hirschman 1s not satisfied with the traditional
investment criteria. He emphasizes the need for experi-
ment, for a tension between goals and ignorance, for the
creation of a learning process - he thinks that such a
process 1s more valuable than a cost-benefit appralsal.
He makes an interesting destinctlion, however, between:
(1) substitute choices and R) postponement chaices.

When two processes are substitutes, 1t may be useful

1Ibid, p. 114. Sen's distinction between out-
put and rate of surplus goals 1s useful.

21bid, pe 57.



to apply the Sen approach (i.e. the investment cri-
terion approach). But, Hirschman stresses that such

an approach 1s not useful for technical complements
(which Schultz, Mellor, Hirschman and others stress as
beilng vital to developement)l. For choices between
complementary technigues, he suggests that the eco-
nomic choice be based on which of the two 1s more pre-
dictably likely to induce the other's creation. Under
this framework, the comparative productivity of the two
processes 1s likely to be a rather minor factor in the
decision. To compare prdductivlty Increases would be
an insoluble problem, both in theory and in practlce.2
The problem is one of "economy" over time, not present
maximization of revenue or minimizing of costs.

This same approach is hinted at by Lee Martlnj,
who stresses the lmportance of an "index of interaction
potential", which would serve the same purpose as Hirsch-
man's analysis of postponement choices. It could be
suggested that such a concept must underlie any evalua-
tion of 1nvestmenté in schooling, soils, irrigation, etc.

At this poiﬁt, it might be appropriate to com-

ment on the "Capital vs. Knowledge" debate. At times,

lHirschman, Ops Cilt.,p. 76,

21bid, Pe 79.

3L. Martin, "Basic Considerations in Transforming
Traditional Agriculture," Iowa State, op. cit. :
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this debate is similar to the '"need-for-savings" dis-
cussion., It is pointed out that high inputs of know-
ledge are of 1little use unless "capital" 1s available =
the insinuation being that the planner must choose between
putting his money into "capital" or into "knowledge'.
However, these hard classifications may be more fluild
in practice - as Mellor suggests, much of the "capital”
development in agriculture could conceivably be done by
the existing rural population, working longer hours and
utilizing local resources more effectively. It cannot
be assumed that all non-human-non-land input is the
equivalent of "capital" - capltal can be the result of
local labour and local "land" resources.
Heady notes that:

Capital is not the dominating restraint on all

farms which employ techniques resulting in low

productivity of particular inputs. 1If capital

were expanded moderately on the average culti-

vator unit in Southeast Asia, for example, re-

straints in technical knowledge would soon domi-

nate., Capital and technical knowledge can be

substituted for each other only to a limited ex-
tent.l .

The provision of knowledge is not free. Rather than

view "imperfect knowledge'" as a barrier, it should be

1E. Heady, "Priorities in the Adoptlion of
Improved Farm Technology", Economic Development of
Agriculture (Iowa State University), op. cit., Dp. 160,
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examined as an economic pgood, having value (due to its
scarcity) and costs of production, for which there are
various preferences and possibilitics. We are interested
in economlc possibilities and costs, not degrees of
perf‘eotlon.1 In this respect, knowledge involves more
than facts - it includes the relevant management and
planning abilities.

In accordance with the stress on "knowledge -~
capital" complementarity, theorles have been developed
to describe the optimum allocation between capital and
knowledge at various stages of development. Heady, on
the basis of input-output studies, states that economies
of scale are generally small or lacking when high capi-
tal and labour prices encourage a labour type of agri-
culture, This implies, he thinks, that 1little is to be
gained from increasing farm size in countries where la-
bour 1s abundant relative to capital - 1n such countries
there 1s a greater need for investments which substitute
capital for land rather than for labour. Inh this sense,

he makes a valuable point - the technology appropriate

in a particular country will depend on relative prices
of the inputs required by these technologies.2
Useful as such analysis is, it 1is important to

note all that is implied. When the term "capital"

1Schultz, The Kconomic Organization of Agriculture
OE. Oitc' ppo 2?3—275‘

2Heady, op. cit., p. 172.
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is used, 1t refers explicitly to inputs which demand
"money capital" (i.e. place a pressure on the capital
market). 1t would be wrong to infer that this was

the only means of investment open to underdeveloped

economies, DMellor, for instance arsues that:

agriculture can make a major contribution to the
over-all development effort because 1t can be
developed in large part with relatively low op-
portunity cost resources, the use of which in-
creases agricultural production very greatly and
provides a high rate of return to the use of those
necessary resources,wWwhich are drawn in competition
from other sectors.

The key to Mellor's argument is that in the transition
phase - between traditional agriculture and the tech-
noclogically dynamic high capital intensive agriculture -
conditions exist which "call for a type of agricultural
development which at one time was not possible but which
is now facilitated by modern science, "2 During this
phase, the emphasis i1s on increasing yields per acre of
crops and per livestock unit. 1In part, this is done
through the use of innovation which is directly yield

increasing. But:

it may also occur in part by increasing efficiency
in the use of nonland resources and by putting the
resources saved back into the production process,
For example, technology may save labor which can
be reapplied to produce more intensive cropping
patternse.

15, W. Mellor, The Economics of Agricultural
Development (New York: Cornell University Press, 1966)

Pe 2230

2
Ibid, pe 225. 3Ibid, p. 225.
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'nus, simple dichotomies can be deceptive ~ as Boserup
hinted, more intensive cropping patterns often require
more labour. The transformation of traditional agri-
culture does not appear to involve a one-step process
(1ee. introduce capital, increase ylelds, save labour,
ship labour to industrial sector!). Rather, the
transformation process 1s similar to a faulty winch -
labour can "hoist" agriculture to one stage, but if it
roes away, the winch is liable to slip, and the progress
wlll be lest. 1t is imperative that, after one stage
is completed,  the labour be reapplled, until the "load"
(agriculturszl development) has been raised to the de-
sired platesu and secured firmly. This dynamic process
does not consist of introducing one given set of inno-
vaticons and reaping a once-and-for-all benefit:
It is a phase in which a stream of innovation is
generated by the process itself . . . » The use of
capital is very sparing and 1s not substituted for
labour unless the labour can be put back into the
production process in such_a manner as to achieve
an increase in production,
Obviously, the new inputs used need not be labour sa-
ving « they can, in fact, be complementary to labour in
increasing production. It is a drastic mistake to con-
sider all technologlical advance as "labour-saving'.

There 1s not time to comment here on Mellorts

O

'1bid, pp. 225226,
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lengthy anatysis. 1t 13 important to note the im-

portance that he attaches to institutlional change,

incentives and education. '[wo comments specifically

are warth repeating:
A propressive agriculture 1s characterized by the
constant appearance of new alternatives, the ac-
ceptance of some, and just as important, the re-
Jection of others. A degree of variability within
agriculture due to differences in physical re-
sources, past practices, and current management,
renders it inadvisable to make blanket recommen=
dations regarding new alternatives,

Thus, the need for local educatlonal services is

stressed. Also, 1t is Interesting to note his com=-

ment that -
The nature of the scarce resources of agricultural
development 1s such that efforts to determine so-
cial marginal productivity and cost-benefit ratios
do not normally provide meaningful information,
This is a point which tiles in with earlier observations
of this paper.

Thus, it 1s important not to visualize "capital
formation" as something in which only bankers and finan-
ciers indulge - all resources are capable of being
"invested" in, and rural labour can today invest in
both itself and the land in a manner similar to the
way that our forefathers invested in themselves and

their land. It 1s a mistake to think that investment

is not required and possible in agriculture, even though

11pid, p. 233. 21p1d, pe 23k
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"funds" are scarce.

Of course, the people who warn about "mis-
allocated resources'" have a point when they talk aboui
wasted funds spent on education in developing coun=~
tries. They key thing to note, however, 1is not tha!
the money was spent on education = but that it was
spent on the wrong education. It 1is 1mpor£ant to
achieve the most relevant level of investment in man
sultable to a given stage of development, in the con-
text of some specitic development plan.1 One study
shows that those c¢ountries have developed fastest
which gave a high priority to both education and phy-
sical investment, with the note that returns to educa-
tion appear to be greatest where the technology 1is
most developed.2 However, aside from "returns", some
form of educational investment appears to be a necessity
for significant development of primitive agriculture.
It should not be important that a certain degree of
"econsumption" 1s involved in education any more than
that a certaln degree of "consumption" is involved in
any work - such theoretical quibbles are irrelevant.
The important point is the effectiveness of the invest-

ment. One observatlion is worth noting here -~ educational

10. Gish, Investment in Education (The Hague:
Institute of Social Studies, 1967), ch. 2.

21pid, ch. 4.
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supply wlll have a tendency to follow economic demand,
even 1f that demand is not suited for development needs.
Thus, unless precautions are taken, an educational
investment may produce only drop-outs and lawyers!

The vast problem of co-ordinating agricultu-
ral and industrial development cannot be commented upon
here to any meaningful extent. However, models which
base thelr reasoning upon a present "surplus" of la-
bourers in agriculture, and infer that this surplus.can
be readily exported to the industrial sector, should
be treated susplciously. Aslde from the fact that the
existence of such a surplus is hard to prove, a present
surplus need not imply a future surplus (i.e. once
agricultural development has begun). If Mellor is
correct, agriculture can be developed by utilizing the
large supply of rural labour - otherwise, agriculture
must place demands on the same capital which 1s needed
for industrial development. If Boserup 1s correct, the
removal of rural surplus may remove a major lneentive
for agricultural development. In addltion, such models
require a vast administrative scheme which would main-
tain the "instlitutlional wage" in the rural sector and
remove surplus food supplies to the urban sector. And

finally, there are numerous problems of incentives,

1Ib1d, ch. L,
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cultural tralning, and community ties which may retard

the movement of the surplus labour except at high cost

in terms of e¢lther moncy or rescntment.l There 1is

substantial evidence that overall development is a
process which involves the simultaneous (not neces-

sarily balanced) develiopment of both agriculture and

industry.?

1Hagan' OEZ. Cjt,.. PP 252"'270.
2Ibid, Appendix pp. 500 and following.



GENERAL CONCLUSTONS

Technology symbolizes human activity: the
way in which man attempts to satisfy his wants. A
particular technological activity is the sum total of
all that the activity entalls: physical inputs, or-
ganizational inputs, objectlves, varlous outputs, etc.

If anyone of these components changes, the activity

changes.

Technological progress 1s neither incompre-
hensible nor mysterious = it appears everyday in the
life of every person. It simply is a term for "dis-
covery" - the discovery of new processes of activities
"that are in some way "better" than previous activities.
In order to have technological progress, it is neces-
sary to discover only one new aspect for a given tech-
nology - a new input, or a new objective for example,
Thus, 1t makes sense to state that "The notion of a
'technological chaqge' 1s 1n essence a consequence of
either adding, or dropping, or changing at least one
féctor of productlon"1 - provided that a very liberal
view of "factors" ls taken. However, it 1s not clear
that "A technique of production is an lntegral part of

one or more factors"® a technique is a process, or an

1Schultz. Transformigg Traditional Agriéulture.
Ope citg. P 133.

21pid, p. 133.
- 64 -
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activity, and 1s not embodied 1n any one part of the
whole process.

In traditlional analysls, there was little place
for "discovery", except in so far as the market was |
recognized to be a place where participants discovered
the relevant glven preferences, techniques,'and scar-
cities. When discovery is discussed in the context of
changes in technology, traditional analysis 1is forced
out of a theoretical framework where "certainty" appeared
to be assured. Hesources, seen as processes rather
than things, cannot be assumed to be statlc - the
problems of planmning over tlme become a central concern.
Although resources and wants become endogenous vari-
ables, it is important to realize that no attempt 1is
made to claim certitude for an analysis which incor-
porates technological change - the key to such analysis
is that it is forced to gfapple directly with the rea-
lity of uncertainty.

Technologlical development 1s different from
capital development, in that technological development
does not involve "more of the same', The problem of
measuring technological change should be viewed as
analogous to the problem of choosing the best of com-
peting techniques. Activity analysis 1ls designed to

deal with both problems. Conventional two-variable
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dlagrams, coupled with conventional definitions of
resources, are not suitable tools. Such questions

as "Has the quality of the resource changed?" should
not arise. Aslide from the uselessness of asking "When
labour 1is stlll labour" (and thus can be put on g
homogeneous scale), this questidn avolds the speci-
ficity of inputs.

Objections can be raised to this way of viewing
the role of technolcgical change in economlic analysis.,
However, it 1s hoped that objectlons will not be based
on the fact that "technologlcal change only makes our
analysis more indefinite, less economic". This ob-
jectlon is paramount to a denial that economics should
have any relation to the world of human activity.
Technological change introduces uncertainty - because
it is claimed that uncertainty is a reality that must
be explained. Technological change forces economics
to explain the process by which wants change - but 1is
this "beyond the competence" of the economist? What
is the economists' range of competence? Production
functions are baslcally engineerlng studies, utility
functions belong to the realm of sociology and psy-
chology ~ what remains? Economists' claims of "no

competence" appear to be more the result of custom than

of loglc.
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In the same veiln, 1t may be claimed that tra-
ditional analysis provided a "norm", which was a start-
ing point for dlscussing economlc activity. However,
this essay has often tried to point out that the so=-
called classical '"norm" of efficiency has not been
that useful a tool - it has tended to blind economists

to the useful functions performed by so-called "market

imperfections". Discussion has tended to become tauto-

logical, rather than scientific.

This essay would tend to stress certain lines
of research. There 1s a need to study the actual func-~
tions of existing markets, rather than to concentrate
such markets conform to an ideal

on whether or not

allocative role. The divislon of resource research

into two separate categories - quantity and quality -

would be avoided. The study of objectives and the

problems of evaluation would be stressed,

In regards to this last point, it has often been
stated that the key task in economics today is to es-
tablish a criterion of choice, to provide the develop;
ment economist with a strategy for decision making.

Here, technological change forces economic thery in

an interesting direction - the dlrection of "learning
while doing" planning models, which are based on the

planner's need to cope with hls uncertalnty regarding

the ultimate path to growth.
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Thus, by introdncing technologlcal change

into economic theory, the notion of "the true, the

onc and only, effictent point" 1s nudged out. ‘'he
famous American Judee Cardozo once sald that "Law
never is, but 1is alwnys about to be." In the same
sense, "economlc maximization never 1s, but 1is always

about to be.," The following was written about poli-

tical theory, but it might equally well be applied to

economics.

If history does not have a direction like a river
but only a meaning, not a truth but only errors to
be avoided, if practice 1s not deduced from a dog-
matic philosophy of history, it is not superfi-
cial to base a politics on the analysis of the
political man . . » the principles of a philo-
sophy of history are dead letters as long as you
cannot re-create them, in contact with the present.
But in order to succeed we must possess the capa-~
city of living history . . « the truth of politics
is only the art of inventing what will later ap-
pear to have been required by the times.

1M. Merleau-Ponty, "The Crises of the Under-
standing", The Primacy of Perception (Illinois: North-
western University Press, 1964), p. 210,

A. L. Hirschman, op, ¢it., p. viii, for a

similar statement,
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ABSTRACT

This essay analyzes the process of Canadian

urban development from 1600 to 1961, with the aim of
attempting: (1) to determine the causes and degree of

Canadlan urbanization; (2) to discover to what extent

Canada has ever been a rural soclety. An attempt is
made to discover the extent to which the process of
Canadian urbanization has been distinct from the Euro-
pean and United States experlience. To the extent that
a distinction exists, new theoretlical questions can be
railsed concerning the process of urbanization.
Urbanization in thils essay 1s identified as the
process by which an area 1ls effectively united by an
urban centre. The essay's method of procedure is to
analyze separately the historical development of urban
centres in each of Canada's five major regions (the
Quebec, Ontario, Atlantlic, Prairie and British Columbia
Both statistical data and historical analysis

regions).

are utilized. Comparisons are made with United States

urban development. Concentration is centred on analy-
zing the development of an urban, as distinct from rurail,
society =~ therefore little attention 1s given to the

most recent problems of urban development.

- 111 -
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The essay concludes that Canada has Eeen fun-
damentally arn urban soclety since 1ts conception, even
though exceptblions to this statement can be found for
the cases of the Atlantic region, Ontario and Saskst=-
chewan. Geopraphy has played a significant role in

promoting Canadian urbanization -- but geography has

not been the only force. Canadlan development has been

based from the beginning around export staples -~ thus,
unlike Europe and like the United States, diversification
has tended to follow speclallzation in Canada., This,
coupled with the fact that a market economy has always
been presumed in Canadlian experience, has tended to in-
crease the abllity of Canadian urban centres to effect-

ively unite s wide area. Canadlan urbanization has also

been distinct from that of the United States, in that
Canadian metropolitan power has been more directly cen-
tralizéd and more immediately apparent. Thus, urbaniza-
tion has been a distinctive feature of the Canadian
ldentity and the Canadlan process of urbanization sug-

gests questicns (or future study.
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INTRODUCT ION

Is it correct to say that Canada has suddenly
become urbanized within the last two decades? Certain
statistics glve credence to this statement. Since
World War II, a rapid decline in Canadlan farm employ-

ment has been recorded, suggesting a decline in rural

influence., In recent years, statistics have outlined

the emergence of an urban housing problem fostered by

a rapid rate of urban growth. However, thls essay
suggests that, although a new form of urbanization may
have appeared during recent decades, 1t would be 1lncor-
rect to conclude that urban cultural and economic influ-
ence has suddenly asserted itself. On the contrary,
this essay clalms that the leadership provided by urban
economic interests has always been a critical facet Qf
the Canadian ldentity.

It is traditional to vliew the process of urbani-
zation as the gradual evolutlon of trade and speclalized
functiors cut ol a subslstence agricultural community.
This viewpoint is based on European experience. How-
ever, Douglass North and others have argued that the

American development pattern was essentlally different

from that of Europe. America was exploited in large

part as a capitalist venture, in contrast to the



experience of Europe 'where a market-oriented economy
emerged only gradually from the predominantly local
economies of the manorlal system."1 In many American
regions, development was based from the beginning around
one or two exportable commodities =-- diversification
followed speclalization, rather than vice versa. "In
Europe a subsistence or village economy with local mar-
kets was bullt into the soclal and economlc structure

for centurles. In America, subsistence was only a

frontier condition to be overcome as rapldly as means

of transport could be built."2

This paper will show how Canadlian development

was similar to the American rather than the European

experience. However, 1t w1ll be suggested that Cana~

dian development was different in one lmportant aspect

from American development. While both countries de-
veloped to a large extent on the basis of export staple
exploitation, metropolitan or urban influence showed
itself more clearly in Canada than in the United States =--

compared to the United States, Canada's metropolitan

power was more directly centralized and more immediately

1D. C. North, "Location, Theory and Economic
Growth'", Regional Development and Planning, ed. Fried-
mann and Alonso (M.l.T. Press, 1965), p. 242,

21H1d, pe. 253
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appnrent.l If it can be sald that the frontler was
developed by metropolitan centers of dominance (which
supplliled capital, organization, transport, and market-
ing), then recent manifestations of the urbanization
process may appear to be a less radical development,

To discuss this toplc, 1t 1s necessary to dis-
cuss briefly the meaning of the phrase '"process of ur-
banization'". Then, the development of cities in Canada's
major regions will be discussed 1in rough chronological
order of birth. The discussion will be historical, at-
tempting to explain the processes which urban statistics

hint at. After a brief discussion of modern developments

in Canada, a general conclusion wlll be presented.

1J. M. Careless, '"Frontierism, Metropolitanism
and Candian History,'" Canadlan History Review, XXXV,

(March, 1954), pp. 18-20.




THE "PROCESS OF URBANIZATION"

The critical question is, "what 1s an urban
society?" Is it merely a socletly within which a cer-
tain percentage of the population liwswithin the geo-
graphical confines of legal entities called cities?

Or does the phrase "urban soclety" refer to the way of
1ife of a soclety -- the underlying forces which give
meaning to the statistics?

This essay assumes that the statlstical per-

centages (l.e. of the "degree of urbanization") are not

in themselves conclusive. A large clty does not guaran-

tee the development of industry -- and a small urban
population does not preclude the possibility that the
entire soclety 1s directed, motlivated, and inspired by

the urban community. The "urban-rural' statistics

talk only of resldence location -- they do not describe
the social, political or economic nature of urban life.
However, the statisticsprovide a factual base to gulide

analysise.
In order to determine the essential factors

underlying the urbanization process (l.e. the factors
which produce the urban-rural statlsties) 1t is useful
to ask, "Why are we interested in the process of urbani-

zation?" John Friedmann claims that the lmportance of

-l o=
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urbanization lies in the historical results which
have been associated with this process.1 Above all
else, urban growth has produced cohesion and inter-
connection over wide geographical areas. From social,

economic or political viewpolnts, the area of effective

interaction has been enlarged, creating what Friedmann

calls "effective" social, political and economic spaces.,
Unless broad areas are effectively united in this man-

ner, "progress" is impeded -~ freedom, lmproved stan-

dards of 1living, lelsure etc. will be less likely to

emerge. Thus, the process of urbanization 1s important
because it has tended to lead to the creation of these
all-important united or "effective' social, political
and economic areas, which in turn have permitted prog-
ress to occur.

Following Friedmann, we can study the urbaniza-
tion process by trying to observe the process by which
an .c oo in eriectively united by an urban centre,?
To the extent that the critical values for an area's

population are derived from a single urban cultural tra-

dition, a stable political equilibrium should be easier

1John Friedmann, "Cities 1in Soclal Transforma-
tion'", Regional Development and Planning, ed. Friedmann

and Alonso (M.l.T. Press, 1965), pp. 349-60.
E. Lampard, "The History of Clitles in the Eco-

nomically Advanced Areas", Begional Development and
Planning (M.I.T. Press, 1965), p. 321.

2Ip14.
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to obtaln. Until an "eftfective political space™ exists

(1.e. the uniting of an area undcr one effective admin-
istrative order, and the emergence of effective law,
taxes and public planning for the entire area), integra-
tion and development of advanced economic functions
(1.e. a market, long range planning, industrialization)

should be impeded.
The ldea that 1s belng advanced here suggests

that a city is more than a flnlte area or number of
persons -- these aspects are not even major aspects of

a city. A city produces a particular spirit -- g par-

ticular way of 1life ahd frame of mind 1s created by its

social heterogeneity. A city 1s usually the seat of

power, the prime exponent of rationality and complex

organizations, and a source of lmmense cultural vita-

lity. These various social and political forces need

not be confined to the city's legal limlts =< they can,
and often do, effectively pervade the surrounding area,
uniting this area into one effective soclal and politi-

cal space. This process of producing cohesion within a

reglon has traditionally been assoclated with the pro-

cess of urban development -- 1t can, in short, be ana-

lyzed as the process of urbanization ltself.

Since a city acts as a force tending to organize

an area into specialized units which are functionally
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differentiated and yet effectively integrated, urban
growth can be seen as "simply the concentration of
differentiated but functionally-integrated specialisms
in rational 1oca1es."1 A soclety 1s urban, not to the
extent that its population llves wlthin the city 1i-
mits, but to the extent that 1t 1s functionally spe-
clalized and integrated over space by urban forces.
lntellectuals, administrators and entrepreneurs
are the city's agents in thls task., With their
success in organizing the 1life of a society, both
as a pattern of activitles and as a pattern of
space, the traditional notlion of a city as a place
having definite geographic limits will tend gradu-
ally to disappear . « o the former distinctéon be-
tween town and country will become blurred.
Utilizing the Friedmann and Lampard conception
of urbanization, this essay willl study the degree to
wnich Canadian urban centres have effectively directed
cverall regional development. In this sense, it shall
be shown that the distinction between Canadian "town
and country" has often been blurred from the beginning
of Canadian development -- that Canada has been, in

the Friedmann and Lampard sense, gquite urbanized in

nature long before the transformation of the last few

decades.

1Lampard, op. clt., p. 332.
2Friedmann. op. cit., p. 360,
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THE QUEBEC HEGION

A statistical summary of the process of urbani-

zation in the Quebec region shows: (See Table 1)

A) Pre 1760: 1) Montreal and Quebec city con=-
tained slightly more than 20%
of the area's population in the
1760's ~- a percentage drop from
the 1660's, wnen over 30% of the
population had lived 1in these two
clties.

2) Although the total population was
small, (just over 60,000 in 1760's),
the urban centres were restricted
only in absolute slze -- not in
the percentage of the total popu-~
lation which they contained. (This
can be compared to New England,
where nine-tenths of a much larger
population lived on farms).

B) 1760~1860: 1) In 1860, Montreal and Quebec city

contalned slightly less than 20%

of the province's population -« g

drop since 1760, although the total

population in the Quebec region

- 8 -
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C) 1860-1960

- 10 -

2)

1)

2)

3)

had grown to 1,112,000,

Montreal was by far the largest
and most lmportant city in Canada.
However, there 1is a suggestion
that the provincial community
itself had become more rural,
agricultural and subsistent --
although the province itself had
a larger percentage urban popula-
tion than any other Canadian region.
After the 1860's, Montreal began
to increase its share of the pro-
vineial population -- by 1901, it
accounted for 20% of the population,
and by 1961 it accounted for 36%
of the population.,

Quebec city continually held ap-
proximately 6% of the province's
population during this period.

In 1961, Montreal and Quebec city
were the only incorporated citles
in the Quebec region with a popu-~
lation over 100,000 -- as metro-
politan areas they accounted for

approximately 60% of the province's
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urban population. There were
only 15 other incorporated cities
with a population over 30,000 in
1961. (See Tables 1A, 3A)

4) The percentage of the population
that was urban rose from approxi-
mately 40% in 1901 to 75% in 1961.
The province's ten-year rate of
urbanization has been consistently
above the U.S., Canadian and On-
tario percentage increases since
1911. (See Tables 14, 24)

These statistics suggest that the urban influ-
ence has always been ilmportant in this region, although
urbanization may have suffered a set-back between 1760
and 1860. It i1s clear that cities have not developed
slowly out of a subsistent, rural economy -~ if anything,
they have been a major factor in developing the rural
economy. Yet, it is also clear that the process of ur-
banization has increased considerably in the last century.

Is it posslble to explain the forces that 1lie
behind these statistics? To do this, it 1s necessary
to discuss the origins and development of the urban

centres in this regilon.

Quebec city was founded by a man who had one
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purpose in his mind -- Champlain wished to make effect-
ive the legal monopoly which he had been granted for fur
trading in the region. Earlier, he (and others) had

tried to establish a fur trading post in Acadia =-- but

it had been impossible to enforce the monopoly. Acadia
was too near New England to be safe from attack. Nore
important, the geography of the area prevented effective
monopolistic control. "The relatively small land mass

is cut into segments by arms of the sea . . « « There were

nl In such an area it was

hundreds of entrances and exits.
impossible to control the activities of the fishermen and
fur traders who operated from the harbours. From the
first, in this Maritime area, small and independent com-
munities developed, and the establishment of central au=-
thority was difficult. Furthermore, great forests pre-
sented difficult barriers for any inland penetration.
Champlain chose Quebec as the site for his tra-
ding colony bécause this slte overcame all the geo-
graphical problems presented by the Maritimes. The
great steep cliffs of Quebec offered a natural fort-

ress, commanding a major river that offered an easy

route inland. Furthermore, the St. Lawrence River

1y, MacNutt, The Making of the Maritime Provinces,
1713-1784 (Ottawa, 1955), Canadian Historical Assocliation,
Booklet No. )-l', Pe 5- .




- 13 -

narrowed just below Quebec -~ permitting salling ships
to reach the harbour, but not points further up river,
This was a site from which a fur trade monopoly could be
enforced, be profitable, and be safe from English in-

vasion.

Colonization d4id not occur naturally in the fur
trading colony -- in 1644 there were only 360 people
living around two trading posts, Quebec and Three Rivers.
The fur trading monopoly as such had no need for settlers.
After 1641, the colony did grow at a slightly faster pace,
partly due to the fact that France experlenced a wave of
religious feeling which unleashed a great misslonary ef-
fort =-- "Montreal, for example, was launched as an enter-
prise that was primarily religious."1 Also, there was
a rapld development of an upper class which devoted its
time to the fur trade and occupled itself with public
affairs. By 1666, the reglon's population had grown to
3,418 inhabitants, of whom almost half lived in towns.

After 1663.‘sett1ement increased significantly
in the colony, largely due to the fact that the French
crown revoked the charter of the fur trade monopoly, and
proceeded to rule the area as a French colony. The fur

trade at this time was languishing from Iroquois

1G. Fregault, Canadian Soclety in the French He-
gime,(Ottawa: 1959), Canadian Historical Association

Booklet No. 3, Pe. 6.
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incursions; the Crown 1itself wlshed to establish settle-
ment. To serve both ends, the Carnigan-Salieres Regiment
was sent out to subdue the Iroquois and then to settle

as a disbanded regiment on grants of land along the Ri-
chelieu River, thus protecting the colony from invasions
up this river. Women were sent out to be brides, and
government policy favoured a high birth rate. The In=-
tendant, Jean Talon, began a rapid development of the
economy, seeilng "qulite clearly that commerce was the only
activity which would keep in the colony a middle class
which had little interest in agriculture.":

But, when Talon left, his work perished. The
governor, Frontenac, provoked crises with his political
egoism. Also, agricultural settlement did not grow rapid-
ly. The seigneurial system, which was used to settle
the agricultural lands along the banks of the St. Law=-
rence, "required the minute supervision and coercive
iorce of the state."2 For a long time the state pro-
hibited villages within the seigneurial system - in fact,
this form of settlment along the river discouraged the
growth of minor villages.

The fallure of New France to develop a self-

supporting agricultural community had wide repercusslons.

1114, p. 7.

2M. Trudel, The Seigneurial Regime (Ottawa: 1960),
Canadian Historical Assocliation Booklet No. 6, p. 16.
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As a result, the colony's prosperity depended on the
export of furs, and the colony's governing class (unable!
to 1live on the produce of the seigneuries) was supported
by the network of trading posts and forts which commanded
the trade routes of New France.1 This in effect meant
that New France could not maintain itself without fur-
ther development and expansion of the fur trade =- and
New France could not expand without coming into collision
with British North America. This expansion, with its
compl%ﬁentary military problems, imposed an immense strain
on the colony. By 1745 the farms were producing a modest
surplus =-- but the sale of agricultural products occupied
only a small place 1in the colonial economy, especially
"pby contrast with the situation in the centrally located
British colonles and even in New England where nine-tenths
of the population lived on the farms."2 Industry ex-
panded to some greater degree -- with state aid, warships
were bullt at Quebec, leading to the increased development
of naval dock yardsf An iron works was started near
Three Rivers, but was not successful.

The population remained small in the colony, a
result of the Canadlan climate and French economic and

social conditions, which did not promote immigration to

1g, Fregault, op.cit., p. 8.

21p14, p. 1l.
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the colonies. In 1754, roughly seventy-six per cent of
the population lived in the rural areas.1 Within the
colony, the major towns exerted such a strong pull on
the rural population that, in 1749, the Intendant took
rigorous measures to prevent peasants from settling in
Quebec city. In 1759 twenty-five per cent of the popu=-
lation lived in towns. The increasing participation of
colonists in the fur trade weakened the restraints of
rural society =~ the fur trade provided an outlet for
youth, a force which broke down the 1solation of scat-
tered settlements and extended to an even greater degree
the effective influence of the major towns. Thus, the
fur trade, coupled with geography and the defence needs
of the colony, prevented European feudallsm from taking
any hold in the colony.

Montreal emerged as the chlief trading centre.
It was the focus of major river routes, being near the
junction of the Ottawa and St. Lawrence Rivers, as well
as near the entrance of fhe Richelieu River into the St.
Lawrence., Belng a ﬁatural geographical centre for trade,
Montreal also marked the western extremity of the settle-

ments extending up the rich St. Lawrence Valley lowlands

1Ibid. pP. 12. It is estimated that total perma-
nent French immigration to New France did not exceed
10,000 people (prior 1763). This is found in R. M. Lower,
"The Growth of Population in Canada", Canadian Population
and Northern Colonization (Toronto: University of Toronto

Press, 1962), p. 45.
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(the point where the Laurerntlian and Appalachlan ranges
close together). An active labour market for youth
developed in the clity -- the westward and southern ex-
tension of the fur trade itself involved a shift from
individual enterprises to large commercial enterprises,
employing a steady labour force. Starting about 1720,
and definitely by 1783, Montreal became a metropolitan
centre independent to a considerable extent of the re-
sources of rural communities. According to one writer:
For the first time, there emerged a clear distinction
between urban and rural socliety, and, as the urban

became more sharply definedi the rural attained a
greater degree of maturity.

Quebec, the capital of all New France, continued
to develop as a political centre and the seat of cul-
ture -- here, a powerful bureaucracy developed. Three
Rivers remained the third largest cluster of population
in the colony =-- but, by 1763, this town accounted for
only 1% of the population. Tadoussac, a small area lo~
cated before the mouth of the St., Lawrence River, stood
out as an example of a very old community that never
developed., Although its waters were free of ice all
winter, it lacked any significant hinterland (for furs),

agricultural land, or natural capabilities for defence.

1s. D. Clark, The Developing Canadian Community
(Toronto: University of Toronto Press, 1962), p. 38.-
However, Fregault, op. cit., p. 13, talks of Montreal
exporting grain from the area by 1737.
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The ultimate defecat of the French colony in
1763 should not be understood to mean that New France
was 1in some way "primitive and rural'. We have seen how
geography, enterprise, commerce and military forces
helped to determine the location of the two major French-
Canadian cities. From these cities a slow settlement
of the rural areas was executed -- a settlement which
continued to be governed and regulated closely by the
state government located in Quebec. Even though these
farms eventually produced a small surplus, the major
force in the colony contlinued to be the Montreal based
fur trade. Thus, desplte the large proportion of the
population which lived 1in rural areas, the socliety was
highly urban -- in origin, and everyday political, so-
cial and economic affalrs. It should be noted ihe
dominant role played by the two major cities -- out of
their womb a rural soclety developed, not vice versa.
Even in terms of 1its population, Nontreal appears to
have contained over 12% of the colony's population -- a
larger percentage than the city of Toronto possessed
of Ontario's population during its first one hundered
years (i.e. until the early 1900'5%. (See Table 3.,

The French colony collapsed largely due to the

fact that its highly speclalized economy was neither

1Fregault, Op._cit., pPo 15. French Canada was
urban -- the problem was that it was very small.
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diversified nor populous enough . Also, it was not
intimately bound to the motherland, France. The eco=-
nomic basis of this soclety was a luxury trade which
constituted over two-thirds of the value of its exports.
Here, as in the flshery, the French, members of a
continental, self-sufflicient country, desiring to
secure luxury goods for home consumption, were at
a severe disadvantage as agalinst the English,
whose economic life depended upon a supply of
foreign goods and therefore upon the production
of cheap trade goods wlth which to secure them.
The effect of the conquest (1763) upon this
French society 1s not clear. DMany selgneurs sold out
and returned to France. There appears to have been a
great influx of trade with the advent of the British --
the volume of shipping sharply increased. Control of
the all-important fur trade passed into the hands of
Scottisn and American merchants located in Montreal =-
soon, the great fur trading route into the heart of
the prairies was established. However, despite the con-
tinued importance of the major cities, and the develop-
ment of new small towns, there is evidence that the
conquest tended to curb the influence of the major
cities over the rural areas. One historian writes:
Eliminated from politics, from commerce, and from
industry, (French) Canadians turned back to the
soil. If they came to boast that they were ‘chil=-
dren of the soil', it was because defeat had af-

fected not only their material civilization but
also thelr ldeas. They had had higher pretensions

1M. Q. Innis, An Economic History of Canada
(Toronto: Ryerson Press, 1935), p. 30.
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when thelr community was more complete.1

This tendency, coupled with a high rate of
natural increase, tended to decrease the urban influ-
ence within Quebec between 1760 and 1860.

Although Montreal may have regressed between
1760 and 1860 in terms of 1its urban influence within
Quebec, this city continued to be the.major urban centre
for Canada up until the present day, serving as a fi-
nancial, commerclial and communication centre for Cana-
dian development. Thus, this city grew especially
rapidly after 1860. With the advent of the steamship,
Quebec city no longer remained as the major port for
ocean going ships, and Montreal's harbour increased in
importance. Quebec clty did remain important in later
times, however, as the seat of government for the pro-
vince, as the terminal point for the Canadian National
3ailway, and as a slte for factories in modern times
_s_cse to hydro-electric power). It was not until the
_:i"2's that the city of Toronto surpassed Quebec city
in size, to become Canada's second largest city. It
should be noted that Montreal and Quebec have, since
the 1890's, accounted for over twenty-five per cent of
the province's population ~- Montreal's share alone has

continually increased, and has been over twenty per cent

1Fregault. Op._cit., p. 15.
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since 1901 (see Table 1, p. 9). This perhaps is an
indicator of the process of urbanization within the

province itself during recent years,

Finally, a recent study has thrown some light

1

on modern urbanization in Quebec,. It has been shown

that high food prices during the war (1939-45) provided
farmers with the possibility of using their farm incomre
to raise theilr levels of living. Rural people became
aware of urban levels of living, by means of the commu-
nication media at the very time when they could expect
to reach higher levels of living. A drop in food prices
after the war forced many farmer to choose between emi-
gration out of rural areas or a return to subsistence
farming., All these urban forces have tended to break
down the rural value system and to promote a more ef=-

fective urbanization of rural areas.

1R. Fortin, "Soclal Effects of the Evolution of
Canradian Agriculture'", Resources For Tomorrow, Volume I
(Ottawa: Queen's Printer, 1961), p. 143,
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THE ATLANTIC REGION

Large clties have not developed in the Atlantic
region. However, overall population growth has been
very slow in this region -- in 1961 the combined popu-
lation of the four Atlantlc provinces just equaled the
population of metropolitan Toronto. The geography of
the Atlantic area, which has already been describedl,
tended to generate several small independent and widely
scattered settlements, and did not provide the resources
for a very large population base. Larger centres that
could exercise social, political and economic control
over the area emerged very slowly.

Urban development -- indeed settlement of any
large scale nature -- began hesitantly in this region.
The fur trade was reduced to secondary importance -
fishing for export was the region's first major industry.
"Fishing and agriculture (settlement) were hostile to
one another."2 Unlike the fur trade, which became in-
creasingly dependent upon participation by local colo-
nists, fisheries were exploited by interests who opera-
ted from a large number of European bases (both French
=zri English) from which the necessary labour and supplies

were secured. These European interests fliercely

1Sugra, pP. 12, 2MacNutt. op. cit., p. &.
- 22 -
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opposed colonization, fearing that this would promote
the competition of local capltalists and labour. Fur-
thermore, the nature of flshing differed immensely from
that of fur trading =-- it forced a far higher degree of
mobility upon its participants.

An additional element introduced instability into
the region. The close proximity of English and French
fishing fleets, plus French interests in guarding the
entrance to the St. Lawrence River, promoted military
problems and battles. The British, 1n their military
tactics, stressed the development of their navy, and
thus did not try to establish major landed garrisons.

The French, however, did favour landed garrisons, and

this lead to some French interest in colonization. For
this reason the French bullt the great fortress of
Louisturg on the eastern tip of Cape Breton, and developed
a very small agricultural settlement on Prince Edward
Island.

The English finally erected the colony of Halifax
in 1749 (the only colony in America ever founded by the
direction of the British Government) with the aims of:
founding in Acadla a centre of British population; cre=-
ating an lmportant military and naval base; and estab-
lishing a centre for the British fishery. This decision

arose out of the events of a war between France and
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England (1744-48). During this war the British cap-
tured Louisburg, with substantial support from New
Englanders. However, the French managed to regain
Louisburg peacefully over the bargaining table in
Europe when peace was restored. 1t was this peaceful
restoration of Loulsburg which prompted the construction
of Halifax == 1t became necessary to create in Acadia a
power which could confront Loulsburg, if only to satis-
fy New England which had been incensed at the peaceful
restoration of the fort to the French,

Hallfax's population at the start consisted of
only three to four thousand people. It was situated on
an area of poor soil, and, until trade developed, the
only source of wealth for the town was its function as
a government centre and naval tase. The British attempted
to build agricultural colonies =- but, due to the de-
mands of fishing interests, local industry and trade
were alike discouraged. This check to free economic
enterprise not only reduced the agricultural communi-
ties to a state of economic self-sufficiency but pre-
vented the rise of any towns except those which were
the centres of government and military garrisons. Thus,
for French and Engllsh alike, settlements were extended
primarily to supply fishing bases or to check foreign

encroachments, and thus remained little more than outposts
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of empire or temporary bases of New England.1

Settlement as a free economic enterprise oc-
curred only after 1760, with the collapse of the French
empire in North America and the expansion of New Eng-
land into Nova Scotia. Thls settlement was not rapid,
nowever. The small settlements which developed shared
in the economic expansion of New England. Halifax con-
tinued to languish, deriving 1its income mainly from the
government and the military. The influx of village
communities was largely independent of any urban influ-
ence from the provincial capital of Halifax. In 1775,
the population of the whole far-flung, broken region was
considerably less than twenty thousand.2 (The population
of Montreal at this time was about 18,000.)

The American Revolution effectively cut these
village settlements off from their established markets
and lines of communication (i.e. in New England). This,
plus the centralizing influence of war and trade after
1776, tended to emphasize Halifax's strategic position.
"She selzed the trade with the out-settlements and with

the Dutch West Indies which formerly had been controlled

by New England.“3

Finally, Hallfax developed an effective urbanizing

1c1ark, op. cit.,pp. bk, 46.

2MacNutt. op.cit., p. 12.

3c1ark, op. cit., p. 63.
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influence over the surrounding area. The Loyalist
migrations to the Maritimes helped to further weaken
established rural influences, and to accentuate the
importance of the central government administration
in Halifax. In 1783 and 1784, by reason of the doubling
of the population and the political reorganization which
followed, the Maritime Provinces of Nova Scotia and New
Brunswick came into existence. New Brunswick was most
distinctively the product of the ciroumstances of these
years.

In 1806, 140,000 people lived in the Atlantic
region. By 1860, the population had grown to 787,000
people, of which 59,000 lived in the cities of Halifax
(25,000), St. John (27,300) and Charlottetown (6,700).
Halifax accounted for 8% of Nova Scotia's population,
St. John held 11% of New Brunswick's population, and
Charlottetown held 9% of Prince Edward Island's popu-
lation. (See Table 2. In comparison, Montreal held 11%
of Quebec's population in 1861).

New Brunswiék had begun to develop rapidly after
1800 with the rapld expansion of the timber trade which
attracted additional immigrants, helped develop a ship=-
building industry, and encouraged agricultural expansion.
st. Jonn, on the St. John river, played an important
organizing role in this expansion. By 1901, 15% of the

provincial population lived in St. John -- approximately
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the same percentage as in 196l. Since 1900, smaller
towns have developed 1in this province -- the urban per=-
centage of the population has grown from 26% to 49%.

Industrialization eventually brought development
to Nova Scotia, and by the 1920's Halifax had surpassed
St. John in size. In 1901, 11% of the provincial popu-
lation lived in Halifax -- by 1961 this city accounted
for 25% of the provincial population. From 1901 to 1961
the percentage of the provincial population which is urban
had doubled, from 28% to 57%.

Charlottetown, unlike the other major cities in
the Maritime region, has consistently accounted for over
50% of its province's urban population. This can probably
be explained by the size of Prince Edward Island, coupled
with the fact that the island's economy is agricultural
in nature. In 1961, Prince Edward Island had the smallest
percentage of provincial urban population in Canada (32%) ==
yet Charlottetown accounted for 17% of the provincial
population, a higher percentage than Regina had of Saskat-
chewan's population (Regina held 12% of Saskatchewan's
population).

In conclusion, it would appear that urbanization
has played a minor role in the Atlantic Region. MNilitary,
geographic, commerclal and political factors played dis-

tinctive roles in limiting the urban influence. However,
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urban centres have not always "developed out of" sube
sistent rural economles -- some cities have, to varying
degrees, directed provinclal development. The Atlantic
region today has the lowest percentage of urban popula-
tion in Canada. Thls region has also tended to display
very low rates of urbanization (with the exception of
Newfoundland, 1951-61. See Tables 1A, 2A). Although
the region'sabsolute urban population is small, the per-
centage of the provinclial population located in the re-
gion's major citles compares wlth the percentage that
Calgary, Edmonton and Regina have of their provincial
populations (l.e. 25% or less of the provincial popula~-
tions live in these citles). Clearly, small cities and
towns (i.e. with a population under 30,000) are more
indiuential in the Atlantic region than in any other

North American region. (See Tables 24, 3A.)
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THE ONTARIO RKGION

Ontario, unlike Quebec, took

its rise from several settlements, not one or

two. Ethnically, 1its people from the beginning

are drawn from several stocks, These have no

religious unity and little occupational . . .

immigration from the ends of the earth becomes

a soclal phenomenon of the first magnitude,

Within the settlement of Upper Canada (Untaric)

in the early nineteenth century, there emerged

the first distinctively agricultural frontier

in British North America.
In other areas of Canada, agriculture did not become a
dominant activity until other resources (fish, fur, time
ber) had been developed. In the Ottawa valley an im-
portant timber industry developed -- but this was con-
siderably isolated from the major areas of settlement
in Ontario.

The Loyallist migrations hastened the organization

of Upper Canada in 1791 and led to the adoption of a
policy encouraging settlement. But this population in-
flux was unrelated to the activity of any dominant set
of economic interests within the colony -- the fur trade
merchants of Montreal were thinking of a commercial em-

pire, not of agricultural settlement. The State supported

agricultural settlement largely only for military de-

fence.

lLower, op. cit., p. 49.
2Clark, Op. cit., p. 63.
- 30 -
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Transportation facilitles were geared to the

needs of defence rather than markets and the

limitations of economig self sufficiency sharply

restricted settlement.
Within this self sufficient soclety, towns slowly
emerged along the shore of Lake Ontario. '"For the
most part, the towns exerted little influence beyond
their 1mmediate surroundings. They were garrison
centres of the Emplre in Upper Canada. "2

The 1812-14 war marks a signiflcant change in

Ontario's development. The war re-emphasized the stra-
tegic military position of Upper Canada - development
after the war stressed Upper Canada's importance as an
economic frontier within the British colonial system.
Also, after the war soldlers were disbanded and settled
in strategically favourable areas. In England, fears
of overpopulation had arisen, and emigration was en-
couraged. The final impetus to thils new wave of immi-
gration came from the development of the fur trade.
The merchants of Montreal had shifted their interest
from furs to timber (by 1820, the fur trading companies
operating westward from Montreal had ceased to exist).
Timber, unlike furs, was a bulk cargo, creating major

shipping needs 1f 1t was to be exported to Europe. The

11pid, p. 6k.
2151d, p. 66.
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immigration from England thus provided a full cargo
on ships heading from England to Quebec, at the same
time as the merchants of Montreal were developing tim-
ber to fill the ships on the trip back to England.

A few additional words should be saild about this
timber industry, for this industry points out the urban

influence of Montreal.

It was a metropolitan industry, involving large
capital outlays -- the timber merchant -~ and a
regular labor force which increasingly became dif-
ferentiated from the rural population and came to
constitute rather a part of an urban proletariat.1

The workers for thils industry chlefly came from Montreal
and the surplus population on French Canadian farms on
the St. Lawrence.

The evolution of the town of Kingston demonstrates
the development forces in Ontario. This town was founded
in 1784, entirely the result of Loyalist immigration.

By 1820, Kingston's population still exceeded the popu-
lation of the provincial capital (Ybrk. or Toronto) and
far outstripped the pther river and lake towns in the

region.

Kingston, 1n fact, had been the real, though not the
titular, caplital of the early province of Upper Canada
the province of the Loyallists, with its concentra- '
tion on the upper St. Lawrence. A4nd the soclid advan-
tages which had given it this early pre-eminence lasted
stubbornly on, long after settlement had begun to

spill into the rich peninsula between Lakes Erie and
Huron, and the whole centre of gravity of the province

11514, p. 68.
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was shifted slowly westwards.1

This town stood at the head of the St. Lawrence,
guarding the entrance to the immense, interconnecting
system of the Great Lakes. Naval, military, commercial
and political interests all attached a high priority
to such a location. Thls town was the British naval
base on Lake Ontarlo. It was also the capital of four
very populous and prosperous countlies. The town's
mills processed timber (by 1820) from the woods of the

north.

It had become the little commercial metropolis for
all the eastern part of the province; and it was a
major point of transhipment on the northern trade
route which extended from England and the ports of
Europe across the Atlantlc, up the St. Lawrence and
the Great Lakes sgstem and far into the interior

of the continent.

In the early 1830's, Kingston still flourished -
the Rideau canal was completed, a great fortress was
being built, and the government decided to build the
provincial penitentlary neardby. Business flowed into
the district from the whole eastern part of the province.
In 1841, Kingston was chosen as the seat of government
for the new province of Canada (Ontario and Quebec),
even though the city's population still did not exceed

five thousand people. But, in 1843 fortunes changed --

1p, Creighton, John A, Macdonald, The Young Poli-
tician (Toronto: Macmillan Company of Canada, 19525. Pele

2

Ibid, p. 9.
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it was decided to move the seat of Canadlan govern-

ment to dMontreal. From then onwards the city of Toronto
became the effective, as well as the titular, capital

of Ontarlo.

Toronto enjoyed certain geographical advantages
which were critical for 1ts development. It had an
excellent harbour (for Lake Ontario) and was situated
at the junction point between the developed lowlands
of the southern part of the province, the developed east
which stretched along the Ontario lake shore to Kingston
and beyond Kingston to Montreal, and the huge frontler
of the northern part of the province. From earliest
times it had been on the portage route between Lake On-
tario and Lake Huron in the north. In short, the city
was well situated to become the financial, administra-
tive and trade centre for the entire province. However,
unlike Montreal, Toronto only became an important urban
centre once immigration had filled its hinterland with
a rural population.' Toronto did have some influence
(through early governors, such as Simcoe) upon settle-
ment -- but the influence was minor compared to the in-
fluence of Montreal and Quebec. (See Table 3)

"The growing trade in wheat, and rallway build-
ing, increased commercial expansion which produced the

town [}n Ontariél".1 Rural culture became very promninent

1ciark, ops cit., p. 80.
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TABLE 3

MAJOR CITIES IN THE
ONTARIO REGION, 1818-1961

—— m—— e —————

st

A: Population of Incorporated
City and Metropollitan Area
(in thousands)

1818 1831 1851 1861 1881 1901 1921 1941 1961

Toronto (¢) 1.2 4.0 30.8 44.8 B6.4 208 522 668 672
" (m) 272 647 951 1,825
Ottawa (c) 14.7 60 108 155 268
" (m) 96 4,30
Hamilton (c) 14.1 19.1 36.0 53 114 166 274
" (m) 79 153 206 1383
Kingston (c) L,7 14.1 18 22 30 5l
Provincial
Total 120 237 953 1,396 1,927 2,934 6,236
B: Percentage of Regional Population Living in
Incorporated City and in Metropolitan Area
1818 18131 1851 1861 1881 1901 1921 1941 1961
Toronto (c) 1 2 3 3 L 9 18 18 11
" (m) 12 22 25 29
Ottawa (c) 1 N
" (m) ?
Hamilton (c¢) 1 1 2 L
1] (m) 6
Kingston (c) 2 o7 1
Note: c¢ = incorporated city
m = metropolitan area as defined by 1956 census. Data

for periods before 1961 are approximate estimates,
and probably underestimate,

Sources: For information before 1901: M.Q. Innis, An Eco-
nomic History of Canada (Toronto: Ryerson Press, 19355.
pp. 19, 97, 198; D. G. Kerr, A Historical Atlas of Canada
(Toronto: Thomas Nelson and Sons, 1960), pp. 24, 48-50;

Canada Year Book, 1918 (Ottawa: Queen's Printer, 1918),
pp. 93-k.
For information after 1901: Census of Canada, 1961,

Bulletin 7.1~2.
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in Ontario. It was the intrusion of additional forces
from outside the reglon (world demands for food, the
commercial influence of Montreal, the opening of the
West) which spurred reglonal development and urbaniza-
tion. Due to national protection by the Canadian gov-
ernment, manufacturing centres in Ontarlio were kept alive
until after 1900, when the expansion of population into
the West provided the all-important impetus to proper
industrialization. The bullding of the Canadian Pacific
Railway also opened up the northern part of Ontarlo,
permitting the development of mining and pulp and paper
industries within the pre-Cambrian shield. The wide-
spread industrialist-capitalist expansion which emerged
was done under the leadership of the dominant industrial
and financial centres, especlally Montreal and Toronto.

In 1961, the influence of Ontario's early rural
character could still be seen. 1Its population exceeded
Quebec's by about one million persons (it has exceeded
Quebec's population since the 1850's)., Its urban de-
velopment was founded on a broader base than was Que-
bec's. In both provinces, one major urban centre existed -=-
but Montreal accounted for a larger share of its provin-
cial population than Toronto did for Ontario. In Que-
bec there was only one other metropolitan area area

(Quebec city) with a population over 250,000 people,
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and only a total »f seventeen clitles with a population
over 30,000 people. In Ontarlo there were two citles
other than Toronto with populations exceeding 250,000
persons, two citles withln the population range of
100,000 to 250,000 persons, and a total of twenty-one
cities with a populatlon over 30,000 persons (see Ta-
ples 3, 14, 3A). #The multitude of factors which led

to rural development in Ontario have lead to the growth
of a comparative multitude of urban centres. It is this
multitude, as opposed to the dominant influence of To=-
ronto, which consistently glves Ontario a higher percent-
age of urban population than occurs in Quebec (see Ta=~
bles 5 and 14).

Ontario and Quebec show opposite processes of
urbanization. Quebec begins as an urban community, and
then (for many reasons) develops a large rural community ==
although Montreal maintalns an immense, dominant ur-
banizing influence over the entire country. Ontario
begins as a predominantly rural community which gradu-
ally becomes urbanized. In the beginning, cities in
Ontario contain only mlnute fractions of the provincial
population (Table 3). It would appear that this rural
development (i.e. the development of a large population
base) provided the basis for later large scale urban

development == a pattern similar to that of the New
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rnglanda states in Auncrica, and more silualiar to suro-
pean urbanization than the developrent patiern in any
otner part of Canada. Absolute population size, coupled
with industrial development, explains Ontario urbariza-
tion =-- rates of urbanization themselves have been ur.-
spectacular (l.e. consistently below the Canadian average
decennial rates since 1901 -- a pattern which is sinmilar
to New England decennial rates since 1880, compared to

the United States rate). (See Table 2A.)



THE PRAIRIE REGION

The pralries were populated on the basis of
vast European immigration, especlially during the pe-

riod 1896-191k.

Kailway and continually 1mproving transportation
were as essential as rain and sun to progressive
settlement on the Canadian prairie (markets for
wheat were an essential pre-requisite) . . . what
the birch cance was to the fur trader, Ehe rail-
way is to the farmer of Western Canada.

Branch lines were all-important -- by 1931 eighty per-
cent of Saskatchewan's farmers lived less than ten
miles from a railway station. The rallway both stimu-
lated settlement, and received an impetus from rapid
settlement.? For ten years, starting in 1905, there was
an average of 30,000 immigrants moving to Saskatchewan
each year from outside Canada.

Urban centres were created 1ln direct relation to

the railroads and the convenlence of elevators for
grain shipment; e.g. approximately elight miles

apart with loading platforms four miles . . . larger
centres flourished at divisional points located
approximately 110 to 130 miles apart, depending

on accessibility of water and the efficiency of 3
engines, at which engines and trains were changed.

1g, Britnell, The Wheat Economy (Toronto: Uni-
versity of Toronto Press, 1939), p. 1ll.

21bid, pe 13.

3The influence of railway needs can be seen in
northern Ontario also. DMajor towns of the region de-
veloped at points where engines had to be re-fueled or
changed. The later advent of the dlesel engine (which
does not require frequent re-fueling) destroyed the major
economic base for many of these towns.

- 39 -
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The largest citles were dependent on the location
of branch lines and junctlion points, of terminal
points, and the stimulus to population afforded by
government buildings, educational facilities and
wholesale houses. Settlement in Western Canada
differs fundamentally from Sittlement in Eastern
Canada and in the old world.

Britnell writes that both Saskatoon and kKegina
failed to develop major attributes of metropolitan
centres, and only were dominant urban centres for their
provincial regions. Winnipeg, as the "gateway to the
West", and as the mother settlement in the west, de-
veloped the critical commercial, financial and commu-
nication institutions needed. Once developed, duplica-
tion in other western cities was not required. The re-~
sult was that "the province of Saskatchewan has pro-
vided a large part of the hinterland necessary to the
growth of Winnipeg to metropolitan stature."2 In re-
cent times, the advent of the automobile has provided
tne central western citles with an additional urbani-
zing force -- many villages and towns decreased in size
and importance as distributing centres when rural people
had easier access to the more sophisticated major citles.

Despite the agricultural economy of the West,

it is not at all apparent (with the possible exception

1Britnell. op, _cit,, p.23, as quoted from Innis
without specifying the source.

21bid, pe 23.
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of Saskatchewan) that a "rural' society developed.
Between 1901 and 1906, urban population grew tremen-
dously in the West -- Winnipeg increased from 42,300

to 90,150 people; Edmonton climbed from 2,600 to 11,200
people. In 1901, Winnipeg accounted for at least 16%
of Manitoba's population -~ today it accounts for over
50%. (See Table 4) The west has been developed under
the direction of Toronto, and Montreal -- and has been
locally governed by major metropolitan centres on the
prairies. With the exception of the depression years,

rates of urban population increase have continually

(since 1901) been high (see Table 24). The economy
has been largely urban in the sense that its agricul-
ture was based from the beginning upon export surplus

marketed by urban interests.

In recent years, a fundamental change has occurred

in the prairle reg;on. New resource industries (oil,

gas and potash) have developed in Alberta and Saskatche-
wan, counter-balancing the decline in farm labour re-
quirements and thereb& reducing out-migration pressures
from these provinces. In addition, Edmonton has seized
the initiative of serving as a gateway to northern de-
velopment. As a result, Alberta and Saskatchewan have
displayed extremely high rates of urbanization -~ urban

population in Alberta increased 93% between 1951 and 1961
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TABLE 4

MAJOR CITIES IN THE PHAIRIE
AND BRITISH COLUMBIA REGIONS, 1881-1961

A: Population of Incorporated
City and Metropolitan Area
(in thousands)

1881 1891 1901 1621 1941 1961

Winnipeg (c) 8.0 25.6 k2.3 179 222 265
" (m) 9.3 L8.5 229 302 L76
Edmonton (c) 2.6 58.8 93.8 271
" (m) 327
Calgary (c) 3.9 k.1  63.3 88.9 216
" (m) 277
Regina (c,m) 2.3 34.4 58,2 112
Vancouver (c) 13.0 27.0 163 275 384
" (m) 194 790
Victoria (c) 16.8 20.9 38.7 44,1 54,9

B: Percentage of Reglonal Population Living
in Incorporated City and in Ketropolitan Ares

1881 1891 19031 1921 1941 1961

Winnipeg (c) 13 17 16 29 30 29
" (m) 16 19 38 L 52
Edmonton (c¢) L 10 12 20
" (m) 25
Calgary (c) 6 11 11 16
" (m) 21
Regina (c,m) 2 9 6 12
Vancouver (c¢) 13 15 31 I 24
" (m) 37 - L8
Victoria (c) 17 12 7 5 b4

Note: ¢ = incorporated city
m = metropolitan area as defined by 1956 census.

Data for periods before 1961 are approximate
estimates, and probably underestimate. ’

Sources: Canada Year Book, 1918 (Ottawa: Queen's Printer,

1918), pp. 93-4.
Census_of Canada, 1961, Bulletin 7.1-2.
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(See Table 2A), and Saskatchewan urbanization will

probably increase steadlly as potash development pro-
gresses. Both these pro#inces appear to have a broader
urban base than does Manltoba, having at least two major
cities as compared to only one major city in Manitoba.
(See Table 3A). Winnipeg appears to be in danger of
becoming the "Kingston'" of the prairies -- a major centre
for early development, but a centre which recedes in
importance as economic activity shifts further west,
However, this city should continue to completely domi-
nate Manitoba == in 1961, 52% of the provincial popula~-
tion and 79% of the provincial urban population lived in

this metropolitan area (see Tables 4, 1A). No other

Canadian city displayed a higher degree of control over

its provincial population.



THE BRITISBH COLUMBIA REGION

In British Columbla there was no easy transition
from a frontier to a diversified economy. In many
respects, the mining society (of the gold rush era,
1850's and 60's) was swept aside before a new so-
clety could be erected. Other industries, such as
farming and lumbering, grew up around mining and
eventually came to supplant it in large part, but
the labour force and capltal structure fostered by
the mining boom could not be supported by these
secondary economic activities, and ad justment ine-
~volved the painf?l process of depopulation and eco=-

nomic recession.

By the latter part of the 1800's, the sweep of the in-
dustrial-capitalist (urban) forces generated in eastern
Canada was wide enough to embrace the Pacific region.
Economic growth took place as the result of links forged
by the Canadian Paciflic Rallway. Prior to the comple-
tion of the railway, immigration to British Columbia
was slow and costly, requiring a 118-day steamship
voyage from England in the 1870's. The influence of
the CPR was immense. In 1888, two years after the raile
way was finished, the population of the province had
increased by 11,000.2

"It was the coming of the transcontinental raile

way which declded the evolution of Vancouver."3 Prior

1Clark. op. cit., p. 92-«3,
2Innis, ope cit., p. 265.

3
T. G. Taylor, Urban Geography (London: Metheun
and Co, , 1961), p. 265. It was not until 1877 that the

rallway was continued to Vancouver itself, and docks were
built.

- 4 -
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t. 1870, hardly a house coulid be found in Vancouver's
later location. By 1890, decspite an immense fire in
1886, the population of the city was 13,000 people.
(Victoria, the capital since 1886, had a population of
16.806 in 1890 == it had developed on the basis of naval
interests coupled with those of the Hudson Bay Con-
pany). In 1867, the first trans-Pacific cargo ship
entered the port of Vancouver, and a brisk trade with
the Orient began. Vancouver became primarily an export
and processing centre. The locational advantages of
the site were lmportant: it was the terminal point for
two transcontinental rallways; its excellent harbour
never had to be dredged; it was situated on a vast delta
of goéd agricultural land; it had access, by means of
river valley routes, to the valuable resources of the
interior; and its climate was mild.

From the beginning, the process of urbanization_
has been coupled with British Columbia's development.
In 1891, Vancouver and Victoria accounted for thirty
per cent of the province's population. By 1911, Van-
couver alone accounted for twenty-five per cent of the
total population, and fifty per cent of the province's
urban population. The speed of Vancouver's growth has
been phenomenal. In 1901, this c¢ity did not contain

30,000 people == by 1911, it contained over 100,000
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people, and by 1921, over 150,000 neople (see Table

4). As a province, British Columbia has always had a
highly urban population, in terms of residence (see
Table 1A) == but this could be explained by the fact
that the province has little more arable land than
Prince Edward Island. The important point is to rea-
lize the dominant role played by Vancouver and Vic-
toria in shaping the soclial, political and economic
life of the province, and to note how these urban centres
developed (i.e. from without, rather than from within).
These urban centres developed the rural hinterland.

In 1961, 77% of the provincial population lived in ur-
ban areas and 76% of this urban population lived in

one concentrated area. (Table 1A, 3A)



8.

MODERN DEVELOPMENTS IN CANADA

Only two studies will be mentioned here ==
D. W. Slater's analysis on trends in industrial lo-
cations in Canada, and 1. B. Anderson's analysis of
internal migration in Canada. These studies are pre=-
sented here only in order to place the urbanization
process in the context of overall Canadian develop-
ment -~ up to this point, urbanization has been dis-
cussed only in a regional context.

Anderson's study states that war and depression,
coupled with the use of modern capital equipment on the
farm, have caused a large out-migration from farms in
recent decades.1 Urban population has increased at a
faster rate in Canada than the United States (see Table
2A), even though rural non-farm population has grown
rapldly in certain areas (namely Ontario and British
Columbia, reflecting the growth of suburbs). In every
province there has been intraprovincial migration be-
tween rural and urban areas. In the prairies, Quebec
and Atlantic Provinces, there has been rapid migration
out_of rural areas; there has been rapid migration into
urban areas in the pralrles and Quebec, and a low rate of

migration into urban areas in the Atlantic Provinces

1I. B. Anderson, Internal Migration in Canada,
Staff Study No. 13, Economic Council of Canada (Ottawa:
Queen's Printer, 1966),pp. 1-3.
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(an exception is Newfoundlana in the 1950's).

Slater points out that the concentration of the
urban population into bigger cities has not increased
since 1941 (probably since 1931). There has been a
massive diffusion of manufacturing activities, in ag-
gregate, from centres toward the periphery of major city
industrial areas apparent in all parts of Canada (main-
1y since 19&8)1. Slater suggests that the improvement
of medium-distance communications has greatly increased
the area whilch can be effectively integrated into the
industrial complex of the metropolitan centres. Also,
there has been a rapid growth in demand for services which
are almost inherently the products of cities == it appears
that there has been a process of centralization of non-
manufacturing city jobs since 1941, Slater points out
that while dlspersion of industry could have been great-
er, there are lnherent advantages in a plant remaining in
a centralized location. Such a location provides more
flexibility, expertise, and proximity of market -- thus
nelping to deal with the problems of risk and uncertainty
Concern over water and alr pollution may produce greater
diffusion of industry in the future.

In recent years, interest has been concentrated

Ip. w. Slater, "Irends in Industrial Locations .
in Canada'", Resources For Tomorrow (Ottawa: Queen's
Printer, 1961), p. 413.
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upon developments within the urban soclety -- the
problems of dispersion, diffusion and suburban growth,
Urban, social, political and economic control has long
since been established in most parts of the country.

Qur concern now 1is the internal process of urbanization,
ratner than the development of a basically urban (as

opposed to rural) soclety.



9. CONCLUSION

To say that Canada has been fundamentally an
urban society since its conception is not to say that
Canada has always been a developed, industrial soclety.
Urbanization is not ldentical to industrialization, and

1t was not until the end of the [pineteenth) cen=-
tury that urbanization and industrialization joined
forces, and industrial concentration -- and indus-
trial cities -- became a dominant feature of Cana-
dian life. This development was made possible by

the sudden opening up of new resources of industrial
capitalism (?esulting from urban forces] -~ in the
West and in the North -- which called for large sc?le
organization and mass production in manufacturing.

The process of urbanizatlion has been viewed in
this essay as the process by which an area is effectively
united by an urban centre. Canadlian urbanization has

been marked by metropolitanlism, an advanced stage of

urbanizatlon.

Metropolitanism is at root a soclo-economic
concept « « ¢« o« It implies the emergence of a
city of outstanding size to dominate not only 1ts
surrounding countryside but other cities and their
countrysides, the whole area being organized by the
metropolis, through control of communication, trade,
and finance into one economic and social unit that
is focused on the metropolitan 'centre of dominance!’

Canadian metropolitanism has stressed effective

control rather than outstanding city size. Canadlan

lc1ark, op. cit., p. 101.

2Careless. ope. _cit., pe. 17,
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economic history has been characterized by a succession
of export staples. It is important to note thsat tﬁe
successive drying up of particular resources or loss of
markets has lead to a shift to new economic activities,
rather than to a prolonged economic recession. New tech-
niques of production have been developed. This has been
possible due to the urban or metropolitan influence with-
in Canadian socilety.

Canada's exlstence has been based on commerce
and on certaln geographical features which promote com=-
merce. For Canada, the Atlantic was never a barrier --
rather 1it, along with Canadian rivers and lakes, can be
seen "as a linking network of waterways that served an
international and intercontinental economy.“1 This com-
munication and transport system was used to transfer im-
migrants, ideas and impulses in one direct channel from
Europe deep into the heart of the continent. Costly and
complex, thls transport system was controlled in large
urban centres. The major Canadian citles, especially
Montreal, rose to metropolltan stature very rapidly -=-
they became large enough and important enough to domi-
nate not just the surrounding countryside but other cities
and other regions. These metropolitan centres of dominance

deveioped the frontier, supplying its capital, organizing

1Careless. op. cit., p. 15.



- 52 - ,

its communications and transport, and marketing its
products. The frontier, in other words, flowed from
the metropolitan centre, rather than vice versa. In
this respect, the Canadian process of urbanization has
been distinct from the European pattern.

Has Canadlan urbanization been distinct from
that of the United States? It 1is claimed here that
metropolitanism has shown ltself more clearly in Canada
than in the United states -~ that Canada's metropolitan
power has been more directly centralized and more imme-
diately apparent,

Before 1860, Quebec and Montreal tended to direct
Canadian development, with the possible exception of the
Atlantic regilon. Although this essay has not dealt di-
rectly with early United States immigration rates, it is ap-
parent that these rates were well above immigration rates
to Canada. Thls fact, coupled with the relative abundance
of fertile acreage for agricultural settlement in the
United States, allowed Canada's neighbour to develop a
significant rural population., The presence of this large
rural population appears to have reduced the urban influ-
ence within the early United States. In Canada, however,
a smaller population lived in a harsher climate and was
forced to play a more subservient role to major European
powers. These factors tended to lncrease the urban in-
fluence in Canada as compared to the United States. The

control exercised by Montreal 1s evidence that metropolitan
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power became centrallzed at a comparatively early date

in Canada. This to some extent was a result of Canadian
geography which emphasized the lmportance of this city's
location on the St. Lawrence River.

Since the mid 1800's, Canada may have appeared
to a casual observer to be a less urbanized country than
the United States. The United States has had a bigger
population, and thus much bigger metropolitan centres.

But it the United States also has many more large
centres, each organizing its own reglons, though
ultimately subordinated to New York. Canada, how-
ever, has only three first-ranking metropolitan
centres today: Montreal, the greatest, Vancouver,
which by organizing effective communications has
extended its hinterland eastwards into the prairies,
and Toronto, which controls wealthy southern Ontario

and 1s_steadlly advancing its empire in the mining
North.l

From thls essay, 1t should be clear that through-
out the last one hundred years, major Canadian cities
(Montreal, Toronto, Winnipeg and Vancouver) have exer-
cised leadership and provided cohesion over vast areas.
In comparison to the United States, the decennial rate of
urbanization in Canada has been consistently high since
1900 (See Table 2A), while the percentage of the popula=-
tion which 1is urban appears to have been about the same
in the two countries (See Table 5). Given these statis-
tics, Canada's urban population appears to have been more

heavily concentrated in the major metropolitan centres

1Ibid. Pe 20.
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TABLE 5

URBAN POPULATION AS PERCENTAGE OF TOTAL POPULATION,
CANADA AND UNITED STATES, BY REGIONS

1870 1610 1950

United States® 25.2 45.7 59.0
New England . « « « o U444 733 74,3
Middle Atlantic . . . 44,1 70.2 74,0
Great Lakes e o o & o 21.6 52.7 65.7
Southeast « ¢« « o & & 9.5 19014' 42.5
Plains . . . L) . . . 1809 33.2 49.9
Southwest « o « o o o 6.9 22.5 55.5
Mountain e o o o o o 1309 L"Oo? 51.8
Far Westse ¢ o ¢ se¢ oo 31.2 56.0 62.7
1901 1911 1951

Canada’ 34.8 b1.7 62.9
QUEDEC o ¢ o o o o « 38.2 LL5.9 67.0
Ontarioe « ¢ ¢ ¢ o« & L"306 52.8 73.“’
British Columbia . . Lé.4 50.9 70.8
Manitoba ¢ ¢ ¢« ¢ ¢ o 214‘.9 L"lo? 56.6
Alberta ¢ o e e o @ 16.2 29.)4 48.0
Saskatchewan « « « « 6.1 16.1 30.4
Nova Scotia [ ) [ ) [ ) * 28.8 38.0 55‘3
New Brunswick . .« . 26.3 29.9 L2.6
Prince Edward Island 14.5 16.0 25.1
Newfoundland « « . & 42,7

8y, s, Perloff et al., Regions, Resources and Eco=-
nomic Growth (Lincoln: Unlversity of Nebraska Press, 1960),

Table &, Pe 19

Q;, W. Wilson et al., Canada (Toronto: University

of Toronto Press, 1965), Table 3.24, p. 136. The 1956
definition of *"urban" 1is used.
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than has been the case with the United States urban
population. There has been a smaller urban base of
medium-sized citlies in Canada compared to the United
States (See Table 3A). With the exceptions of the
heavily populated Ontarlo region and the scarcely popu-
lated Atlantic region, a major Canadian metropolitan
city tends to completely dominate its region -- there
are few competing or supporting cities of any signifi-
cant size, and a clear majority of the region's urban
population tends to be located in the metropolitan
centre. (See Table 1A). In this regional sense, as
well as 1n the broader national sense (i.e. the dominant
role played by Montreal), it is possible to argue that
metropolitanism has shown itself more clearly in Canada
than in the United States., In this sense it is also
possible to talk about the highly urban character of
the Canadian identity.

Thls analysis does not seem startling once
Canada's geography and historical background are con-
sidered. It is cléar that the process of urbanization
does not follow a universal pattern, even within the con-
fines of Canada. However, this study does raise ques-
tions concerning how urbanization is to be detected.
How relevant 1s city size? What 1s signified by the

percentage of urban population to total population?
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Would it be possible for area A to be "more urbanized”
(but not necessarily more industrialized) than area B,
and yet have smaller cities and a lower percentage of
its population living in urban citlies? How should the
most recent phase of Canadlian urbanization be inter-
preted? With the growing influence of the suburbs, 1s
the city being drained of its ability to produce effect=-
ive unity over a wide area? These questions flow out of

this essay, suggesting themes for further study.
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TLELE 34

INCORPORATED CITY SIZE,

BY HEGIOKS

(Number of cities of certain size)

CANADA AND UNITED STATES,

United States?®
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TABLE 3A -~ Continued

Canadab
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British Columbia .

Manitoba .
Alberta.

Quebec .

Ontario.
Saskatchewan .

Nova Scotia.

New Brunswick.
Prince Edward Island
Newfoundland

University of

84, s. Perloff et al., Reglons, Resources and Economic Growth (Lincoln:

Nebraska Press, 1960), Table 7, p. 22.

bCanada. D.B.S., Census of Canada, 1961, Bulletin 7.1-2, Table 2 and 3.
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